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in the opinion of Nixon Peabody LLP and QUATF\fAN LU', Co-Sp,•cial Counsel. under existing Statutes, regulalions, ru!mgs and court deciswns and assuming compliance wilh the tax covenants 

described herein, and the accura(y of certain representations and certifications made b_v the City and certain 50!(c)(3) Tenants, descnbed h,rem. the portion of each Base Rental payment due 

under the Project Lease designated as and comprising mrerest and received by the Owners of the Series 2007A Certificates (lhe "Series 2007A Interest Portion 'J 1s excludablejrQmgross income 

for federal income tax purposes pursuanl to Sec:wn 103 of the Internal Revenue Code of 1986, as amended (the "Code"]. ln addition. Co-Special Counsel is of the opinion the Series 2007 A 
Interest Ponwn of each Base Rental payment is not a specific 1t,;m of ta:x. preference for purposes of rhe Code S alternafive minimum tax prods ions. HoweW!r, the Series 2007A Interesl Portion 

of earh Base Rentol payment received by or alfocated to a coroorarion will be included in adjusted current earnings for purposes of computing such corporation S alternative minimum tax 

liability. Co-Special Counsel is also of the opinion !hat the rfort;on of each Base Rental payment Jue under rhe Project Lease designated as ond comprising interest and received by the Owners 

of the Series 20078 Certificates {the "Series 20078 lnlerest Por'ion ") is included in gross inrome for.federal income ta:x. purposes_ Co-SpeC1al Counsel isjilrther of the opinion that the portion 

qf each Base Rental payment due under the Project Lease desigr•ated as and comprising interest ond received by rite (hn1ers of the Certificates is e.xempt from personal income taxes oj'rhe Siare 

of California (the ''State") under present Stute law. See ''T.-4.X' i.fArIERS" herein. 
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The $153,700.000 aggregate principal amount of City and County of San Francisco Certificates of Participation, consisting of $152,120.000 of Certif:cates of Participation, Series 2007A 
(City Office Bu!ldmgs - Multiple Properties Project) (the "Seri(:s 2007A Certificates") and Sl ,580,000 of Certificates of Participation, Taxable Series 2007B (City Office Buildings Multiple 
Properties Project) (the "Series 20078 Certificates" and togethet with the Senes 2007A Certificates, the "Certificates"), are being executed and delivered ptirsuant to a Trust Agreement, dated as 
of May I, 2007 (the "Trust Agreement'), between the City and County of San Francisco (the "City"), and Deutsche Bank National Trust Company, as trustee (the "Trustee"). The Series 2007A 
Certificates are being executed and delivered to provide funds 10: (i) finance the acquisition of the port10n of existing office buildings loca1ed at One South Van Ness Avenue, San Francisco, 
Califorrua (the "One South Van Ness Property") and 1650 Miss on Screet, San Francisco. Califon1ia, (the "Mission Street Property'') which <.re occupied by various City departments or certain 
tenants {"501 (c)(3) Tenants") which are qualified as non-profit organizations exempt from Federal income taxes pursuant to Section SOl(c)(3) of the Code; (ii) improve portions of the One 
South Van Ness Property, the Mission Street Property and existmg City-owned office building located at 30 Van Ness Avenue, San Francisco. California (the "30 Van Ness Property") which are 
occupied by vanous City departments or are subleased to cenain 50l(c)(3) Tenants; (iii) fund capitalized interest payable for a portion of the interest with respect to the Series 2007A Certificates 
thro11gh February 17. 2008; (iv) fund the applicable account wi hm the Reserve Fund established under the Trust Agreement for the Series :!007 A Certificates; and (v) pay costs of delivery of 
the Series 2007A Certificates. The Senes 20078 Certificates an: being executed and delivered to provide funds to: (i) finance the acquisition of the portmn of the One South Van Ness Property 
and the Mission Street Property which the City will sublease to either non-govenunental tenants or non-50l(c)(3) Tenants; (ii) improve por:ions of the One South Van Ness Property, Mission 
Street Property and 30 Van Ness Property which are subleased to either non-governmental tenant~ or non-50l(c)(3) Tenants; (m} fund cap1:ahzed interest payable for a portion of the interest 
with respect to the Series 2007B Certificates through February 17, 2008; (iv) fund the applicable account within the Reserve Fund establish:d under the Trust Agreement for the Series 20078 

Certificates; and (v) pay costs of delivery of the Series 20078 Certificates. 

The land and improvements al the One South Van Ness Property and the Mission Street Property (together, the "Leased Property"), are to be conveyed to the Trustee pursuant to a Property 
Lea,e, dated as of May l, 2007 (the "Property L<!ase"), by and between the City. as lessor, and the Trustee, as lessee. The Leased Property 1> to be leased back to the City pursuant to a Project 
Lease, dated as of May 1, 2007 (the "Project Lease''), by and bctv,•een the Tn1stee, as lessor_ and the City, as Jessee. Pursuant to the Project Lease, the City is required, subject to abatement in 
certain circumstances, to pay Base Rental in amounts sufficient 10 pay, when due, the principal and interest evidenced and represented by the Certificates The City has covenanted m the Project 
Lease to take such action as may be necessary to mclude and msintain all Base Rental and Additional Rental payments thereunder (together, the ''Rental Payments'') for the Leased Property in 
its annual budget, and to make necessary annual appropriations therefor. The Certificates evidence the principal and interest components of :he Base Rent.ii payable by the City pursuant to the 

Project Lease. 

fhe Certificates are subject to prepayment prior to maturity as described herein_ See "THE CF.RTIFICAfES Prepayment." 

Interest evidenced anJ represented by the Certificates is payable semiannually on March l and September I of each year, commencmg Septen,ber I, 2007. The Certificates will be delivered only 
in fully registered fonn and, when issued, will be registered in .be name of Cede & Co., as nominee of The Depository Trust Company, f'.:ew York, New York ("DTC"). Individual purchases 
of the Certificates ""ill be made in book entry f,:irm only, in th: prmcipal amount of $5,000 and integral multiples thereof. Beneficial ow1crs of the Certificates will not receive certificates 
representmg their interest in the Certificates, but will receive a credit balance on the books of the nominees of such purchasers. Principal and interest with respect to the Certificates will be paid 
by the Tntstee to DTC (as described herein), which will in tum remit such pnnc1pal and interest to the participants in DTC for subsequent disbursement to the beneficial owners of the Certificates 

See "APPENDIX F - DTCAND THE BOOK-ENTRY ONLY SYSlEM ,. 

THE OBLIGATIO~ OF THE CITY TO l\.1AKE BASE RENTAL PAYMENTS t:NDER TIIE PROJECT LEASE DOES NOT CONSTITUTE AN OBLIGATIO:'\I OF THE CITY FOR 
\VHICH THE CITY IS OBLIGATED TO LEVY OR PLl<:DGEANYFORM OFTAXATION OR f-OR WHICH THE CITY HAS LEVt:::DOR PLEDGED ANY FOR!\'1 OFTAXATIO:"\, 
NEITHER THE CERTIFICATES NOR THE OBL[GATION OF THE CITY TO MAKE BASE RE'.'JTAL PAYMENTS UNDER THE PROJF.CT LEASE CO~STITUTES A DEBT 
OFTIIE CITY, THE STAIE OF CALIFORNIA, OR ANY POLITICAL SUBDIVISION TID~REOl<~ IN CONTRAVENTION OF ANY CONSTITCTIONALOR STATCTORY DEBT 
LL'\11TATION OR RESTRICTIO:'ii. THE CITY SHALL BE OBLIGATED TO l\1AKE BASE RENTAL PAY:VtENTS St.:RJECT TO THE TERMS OF THE PROJECT LEASE 
AND NEITHER TfIE CITY NOR A KY Of ITS OFFICER; SHALL INCUR ANY LIABILITY OR A~Y OTHER OBLIGATION WITH RESPECT TO THE EXECUTIO~ A:'iiD 

DELlVERY OFTH£ CERTIFICATES. SEE ''CERTAlN RISK FACTORS." 

The scheduled payment of principal and inter~st on the Series 2007 A Certificates when due will be guarantei::d by a Municipal Bond New lsme Insurance Pohcy to be issued concurrently with 
the execution and delivery of tbc Series 2007 A Certificates by the Financial Guaranty Insurance Company, doing business in California a., .FG!C Insurance Company. See ''CERTIFICATE 
l!\SURANCE" and "APPE:JDIX H - SPECHvfEN INSURAt-:CE POLICY" herein The scheduled payment of principal and interest on the Senes 20078 Certificates when due are not 

guaranteed by a t,..1umcipal Bond New Issue Insurance Policy. 

F6IC 
This cover page contains certain information for genero! refere,1ce 011ly Ir is not intended to be a summary of the sei:uri(vfor or the terms cf !he Certificates Investors are advised to read the 

entire Official Stafement to obtain information e.;senrial to the making ofan informed investment decision. 

~ATURITY SCHEDULE 
(See inside cover) 

The Certificates are off"ered when, as and if executed and receiv1'd by the initial purchasers. subjl-'ct to the approval of the validity of the Pro;ect Lease by Nixon Peabody LLP and QuATFMAN LLP, 

Los Anxeles, California, Co-Special Counsel, and certain other conditions. Certam legal molters will be passed upon for the City by the City Attorney. lt is expected that the Certificates in 

book-entry form will be availah!efor delivery rh~ough DTC on or about }.fay 17. 2007 

Dated: May 3, 2007. 



MATURITY SCHEDULE 

Series 2007 A Certificates 

Certificate 
Payment Date Principal 
(September 1) Amount Interest Rate Yield CUSIP' 

2009 $2,250,000 4.00% 3.55% 79765DTH3 

2010 2,335,000 4.00 3.60 79765DTJ9 

2011 2,430,000 4.00 3.65 79765DTK6 

2012 2,530,000 4.00 3.70 79765DTL4 

2013 2,630,000 5.00 3.75 79765DTM2 

2014 2,760,000 5.00 3.80 79765DTNO 

2015 2,900,000 3.50 3.87 79765DTP5 

2016 3,000,000 5.00 3.88C 79765DTQ3 

2017 3, 150,000 5.00 3.9\C 79765DTRl 

2018 3,310,000 5.00 3.98c 79765DTS9 

2019 3,475.000 5.00 4.04c 79765DTT7 

2020 3,645,000 4.50 4_34c 79765DTU4 

2021 3,810,000 4.50 4_39c 79765DTV2 

2022 3,980,000 4.50 4.44c 79765DTWO 

2023 4,160,000 4.50 4.49" 79765DTX8 

2024 4,350.000 5.00 4.22c 79765DTY6 

2025 4,565,000 4.50 4.46(' 79765DTZ3 

2026 4,770,000 4.50 4.47c 79765DUA6 

2027 4,985,000 4.50 4.4gc 79765DUB4 

2028 5,210,000 4.50 4.49c 79765DUC2 

2029 5,445,000 3.25 4.55 79765DUDO 

2030 5,620,000 3.25 4.56 79765DUE8 

2031 5,805,000 3.25 4.57 79765DUF5 

$12,275,000 4.75% Series 2007 A Term Certificate due September l, 2033, Yield 4 40%', CUSIP' 79765DUG3 

$28,130,000 4.50% Series 2007 A Term Certificate due September 1, 2037, Yield 4.55%, CUSIP1 79765DUH1 

$24,600,000 4.50% Series 2007 A Term Certificate due September l, 2040, Yield 4.58%, CUSIP1 79765DUJ7 

Certificate 
Payment Date 
(September 1) 

2008 

Principal 
Amount 

S l ,580,000 

Series 20078 Certificates 

Interest Rate 

5.25% 

Yield CUSIP' 

5.25°/o 79765DUK4 

t CUS(P is a registt."i'ed trademark of American Bankers Association. CUSIP data herein i~ provided by Standard & Poor's CUSlP Service Bureau, a division of The N1cGraw-H I. 
Companies, Inc. CU SIP data herein is set R>rth for convenience of reference only. The City assumes no responsibility for the aa..-uracy of such data. CU SIP numbers are provided or. : 
for the convenience of the reader. The City takes no responsibility fOr any changes to or errors in this list of CU SIP numbers. 

c Priced to optional prepayment on September I, 2014. 
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No dealer, broker. salesperson or other person has been authorized by the City to give any infOrmation or to 1nake any 
representations other than those contained herein and. if given or n1ade. such other info1mation or representation 1nusl 
not be relied upon as having been authorized by the (~ity. This Official Statement does not constitute an offer to sell or 
the solicitation of an offer to buy. nor shall there be any sale of the Certificates by any person, in any jurisdiction in 
which it is unlav.:ful filr such person to 1nake such an offer, solicitation or sale. 

1'his Official Statement is not to be construed as a contract with the purchasers of the Certificates. State1nents contained 
in this Official Statement which involve estimates, forecasts or 1natters of opinion, \Vhether or not expressly so 
dest:ribed herein, are intended solely as such and are not to be construed as representations of fact. 

·rhe infonnation set forth herein provided hy parties other than the City, ahhough obtained ffom sources which are 
believed to be reliable, is not guaranteed as to accuracy or completeness. The information and expressions of opinion 
herein are subject to change without notice and neither de]ivery of this ()fficial Statement nor any sale made hereunder 
shall, under any circumstances, create any implication that there has been no change in the affairs of the c:ity since the 
date hereof Further, a \Vide variety of information, including financial lnfbrmation, concerning the City is availab]e 
from the City, City depart1ncnts and agencies, and their respective publications and websites. No such infonnation is 
part of or incorporated into this ()fficial State1nent, except as expressly noted herein. Any such infom1ation that is 
inconsistent with the infonnation in this Otl,cial Statement should be disregarded. The information in "APPEJ\DIX F 

OTC AND THE BOOK-ENTRY O"IL Y SYSTEM" hereto has been fomished by The Depository Trust Company 
and no representation has been made by the ('ily. the (~o-Financial Advisors or the initial purchasers of the Certificates 
as to the accuracy or completeness of such infonnation. The information and expressions of opinion herein are subject 
to change without notice and neither delivery of this ()fficial Statement nor any sale made hereunder shall, under any 
circumstances. create any implication that there has been no change in the aft'airs of the C'ity since the date hereof. 

When used in this Official Statement and in any continuing disclosure by the City, in any press release and in any oral 
statement made with the approval of an authonzed officer of the City, the words or phrases "will likely result," "are 
expected to,'" "will continue.'' "is anticipated,'' "estimate," "project,'' "forecast,'" "expect." ''intend'' and similar 
expressions identify "fonvard looking statements" within the 1neaning of the Private Securities Litigation Refonn Act 
of l 995. Such statements are subject to risks and uncertainties that could cause actual results to differ 1naterially from 
those contemp]ated in such fonvard-looking statements. Any fOrecast is subject to such uncertainties. Inevitably, so1ne 
assumptions used to develop the forecasts will not be realized and unanticipated events and circu1nstances may occur. 
1'heref0re. there arc likely to be diff"brences bet\veen fi:)recasts and actual results, and those difl"erences n1ay be material. 

Lehman Brothers (the "Underwriter") has provided the following sentence for inclusion in this Official Statement. The 
Underwriter has reviewed the infi.)rmation in this Official Statement in accordance with, and as part of their 
responsibilities to investors under lhc federal securities laws as applied to the facts and circu1nstances of this 
transaction, but the L'nderwriter does not guarantee the accuracy or completeness of such information. 

I'-1 COKNECTIO~ WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT 
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRJCES OF THE CERTIFICATES AT A 
LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH 
STABILIZI~G, IF COMME:-JCED, MAY BE DISCONTIKUED AT ANY TIME. THE CNDERWRITER MAY 
OFFER AND SELL THE CERTIFICATES TO CERTAIN DEALERS AND DEALER BANKS AND BANKS 
ACTING AS AGENT AT PRICES LOWER THA:-J THE PUBLIC OFFERI"IG PRJCES STATED ON THE COVER 
PAGE HEREOF AND SAID PUBLIC OFFERING PRlCES MAY BE CHANGED FROM TIME TO TIME BY THE 
UNDERWRITER. 

The execution and delivery of the Certificates have not been registered under the Securities Act of 1933 in reliance 
upon the exemption provided thereunder for the execution and delivery of municipal securities. 

This Official Statement and the information contained herein arc in a fonn deemed final by the City for purposes of 
Rule l 5c2-12 promulgated under the Securities Exchange Act of 1934, as amended. 
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OFFICIAL STATEMENT 
$153,700,000 

CITY AND COU'.'ITY OF SAN FRA'.'ICISCO 
CERTIFICATES OF PARTICIPA TIO:>. 

Consisting of 

$152, 120,000 
Certificates of Participation, 

Series 2007 A 
(City Otlicc Buildings - Multiple Properties 

Project) 

$1,580,000 
Certificates of Participation, 

Taxable Series 20078 
(City Office Buildings - Multiple Properties 

Project) 

Evidencing Proportionate Interests of the Holders Thereof in a Project Leas,,, 
Including the Right to Receive Base Rental Payments to be Made by the 

CITY AND COU'.'ITY OF SAN FRANCISCO 

INTRODUCTION 

This (_)fficial State1nent which include~ the cover page and appendices hereto (this ''()fficial Staternent"). provides 
certain information concerning the execution and delivery of S 153,700,000 aggregate principal an1ount of the C'ity and 
County of San Francisco C'crtificates of Pa11icipation consisting of Sl52.l20,000 Certificates of Pa11icipa1ion, Series 
2007A (City Office Buildings Multiple Properties Project) (the '"Series 2007 A Certificates":, and S 1,580.000 of 
Certificates of Participation, Taxable Series 20071! (City Office Buildings - Multiple Properties Project) (the "Series 
20078 Certificates" and together with tile Series 2007 A Certificates. the ''Certificates"), which are being executed and 
delivered pursuant to a Trnst Agreement, dated as of May I. 2007 (the "Trust Agreement"). between the City and 
c~ounty of San Francisco (the "City"), ::ind Deutsche Bank National ·rrust Company, as trustee (1he '"Trustee"). Any 
capitalized term not defined herein shall have the meaning given to such tenn in "APPE'JDIX D - SLMMARY OF 
CERTAIN PROVISIONS OF THE TRL:ST AGREEMENT. TIIE PROPERTY LEASE AND THE PROJECT LEASE 

- Definitions." 

The Senes 2007 A Certificates are being executed and delivered to provide fonds to: (i) finance the acquisition of the 
portion of existing office buildings located at One South 'v'an Ness Avenue, San Francisco, C~alifomia (the ''One South 
Van Ness Property") and 1650 Mission Street San Francisco, ('.alifornia, (the ""Mission Street Property") which arc 
occupied by various City departments or certain tenants ("50l(c)(3) Tenants") which are qualified as non-profit 
organizations exempt froin Federal income taxes pursuanl to Section 50l(c)(3) of the (~ode (the "Acquisitlon Project 
i~"): (ii'I improve portions of the One South \ 1an ".\Jess Property, the Mission Street Property and existing City-owned 
office building located at 30 Van xess Avenue, San Francisco, California (the "30 Van Ness Property") which are 
occupied by various (~ity departments or arc subleased to certain 50l(c)(3) 'I'cnants (the .. Renovation Projecl A"); (iii) 
fund capitalized interest payable for a portion of the interest with respect to the Series 2007 A c:ertificates through 
February 17, 2008; (iv) fund the applicable account within the Reserve Fund established under the Trust Agreement for 
the Series 2007A Certificates; and (v) pay costs of delivery of the Series 2007A Certificates. The Senes 20078 
Certificates arc being executed and deli vercd to provide funds to: ( i) finance the acquisition of the portion of the One 
South Van Ness Property and the Mission Street Property which the City will sublease to eith,,r non-governmental 
tenants or non-50l(c)(3) Tenants (the "Acquisition Project B"); (ii) improve portions of the One South Van Ness 
Property, Mission Street Property and 30 Van Ness Property \Vhich are subleased lo either non-governmental tenants or 
non-50l(c)(3) Tenants (the ·"Renovalio:1 Projel'.t B" and together with the Acquisition Project A. Renovation Project 
A and Acquisition Project B. the "Project''); (iii) tund capitalized interest payable for a portion of the interest with 
respect to the Series 20078 Certificates through February 17, 2008; (iv) fond the applicable account within the Reserve 
Fund established under the Trust Agre,:ment for the Series 20078 Certificates; and (v) pay cmts of delivery of the 
Series 2007B Certificates. Sec ''THE PROJECT" and "PLAN OF FINANCE" herein. 



The land and improvements al lhe One South Van 1\;ess Property and the Mission Street Property (together. the 
"Leased Propct1y"), are to be conveyed to the Trustee pursuant to a Property Lease, dated as of May I. 2007 (the 
"Propet1y Lease"). by and between the City, as lessor, and the Trustee, as lessee. The Leased Property is to be leased 
back to the C'ity pursuant to a Project Lease, dated as of May I. 2007 (the '"Prt~ject Lease"'), by and between the 
Tntstee. af.. lessor, and the City, as lessee. 

The references lo any legal documents, instnnnents and the C'ertificates in this ()fficial Statement do not purport to be 
comprehensive or definitive, and ref'erence is made to each such docu1nent for con1pletc details of alI terms and 
conditions. Copies of all legal documents are available at Ll1e City's Office of Public Finance or the Trustee. 

Pursuant to the Project Lease. the c:ity is required, subject to abatement In certain circumstances, to pay to the 
Trustee specified base rental ("Base Rental") payments in amounts sufficient to pay, when due, the principal and 
interest evidenced and represented by the Certificates. and to pay cct1ain Additional Rental payments (together with 
the Base Rental payments. the "Rental Payments") for use and occupancy of the Leased Property. See "SECURITY 
AND SOURCES OF PAYMENT FOR THE CERTIFICATES" herein. Under the Project Lease, the City has 
covenanted to take such action as may be necessary to include all Ilental Payments in its annual budget and to inake 
the necessary annual appropriations therefor. The Project Lease provides that said covenants of the ('ity are deemed 
by the (~ity to be and shall be construed to be 1ninisterial duties i1nposcd by la"v. 

Under the Project Lease, the Trustee appoints the C:ity as its agent for the purposes of constn1ction, renovation, 
installation and equipping. as necessary, of the Project. The City anticipates that it will have use and occupancy of the 
Leased Property on or about May 17. 2007. The City estimates that Final Completion of the Project will occur on or 
about March 31, 2010. No assurances can be given that Final Completion of the Project will be achieved by this 
date. See "THE PROJECT - Description of the Project." 

THE OBLIGATION OF THE CITY TO MAKE BASE RENTAL PAYMENTS U!'IDER THE PROJECT 
LEASE DOES NOT CONSTITUTE AN OBUGA TION OF THE CITY FOR WHICH THE CITY IS 
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR WHICH THE CITY HAS 
LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE 
OBLIGATION OF THE CITY TO MAKE BASE RENTAL PAYMENTS UNDER THE PROJECT LEASE 
CONSTITUTES A DEBT OF THE CITY, THE STATE OJ' CALIFORNIA (THE "STATE"), OR ANY 
POLITICAL SUBDIVISION THEREOF, IN CONTRAVENTION OF A'.\Y CONSTITUTIONAL OR 
STATUTORY DEBT LIMITATION OR RESTRICTION. THE CITY SHALL BE OBLIGATED TO MAKE 
BASE RENTAL PAYMENTS SUBJECT TO THE TERMS OF THE PROJECT LEASE AND NEITHER 
THE CITY NOR ANY OF ITS OFFICERS SHALL INCUR ANY LIABILITY OR ANY OTHER 
OBLIGATION WITH RESPECT TO THE EXECt.:TION AND DELIVERY OF THE CERTIFICATES. SEE 
"CERTAIN RISK FACTORS." 

The scheduled payment of principal and mterest on the Series 2007 A Certificates when due will be guaranteed by a 
Municipal Bond New Issue Insurance Policy to be issued concurrently with the execution and delivery of the Series 
2007 A Certificates by the Financial Guaranty Insurance Company, doing business in California as FGIC Insurance 
Company ("Financial Guardnty"). See "CERTIFICATE INSURANCE" and "APPP,DIX H - SPECIMEN 
INSURANCE POLICY" herein. The scheduled payment of principal and interest on the Series 20078 Certificates 
when due are not guaranteed by a Municipal Bond New Issue Insurance Policy. 

For certain financial information with respect to the City, see "SECURITY AND SOURCES OF PAYMENT FOR THE 
CERTIFICATES - CITY BUDGET AND FINANCES" herein and "APPENDIX A - CITY AND COUNTY OF SA:'\ 
FRANCISCO - ORGANIZATION AND FINANCES." 

For a discussion of certain a1ncndments to the (~onstitution and statutes of the State and their itnpact on the c:ity, see 
"CONSTITCTIONAL AND STATUTORY TAX LIMITATIONS'' herein. For a discussion of demographic and 
economic information with respect to the City, see "APPENDIX B - CITY AND COUNTY OF SA"I FRANCISCO 
ECONOMY AND GEl\iERAL INFORMATION." 
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THE CF:RTIFICA n:s 
General Terms 

The ('crtificatcs are being: ex~cuted and delivered in the aggregate principal a..1nount of S 153.700.000 and will be dated 
their date of delivery. Intere:st evidenced and represented by the ('erlificatcs is payable on March I and September I of 
each year. com1ncncing on Septen1bcr I, 2007 (each, an "Interest Payn1cnt Date'') and continuing to and including their 
(~crtificate Payment Dates or on prepayment prior thereto. and sha11 evidence and represent the sum of the portions of the 
l3asc R.enta1 designated as interest coinponcnts con1ing due on such dates in cal'.h year. Interest evidenced and 
represented by each (~crtificate shall accrue fron1 the Interest Payn1cnt [)ate next preceding the date of execution and 
delivery lhcreot: unless (i) ii is exe<.:uted after a Regular Record Date and before the close of busines:; on the immediately 
fi:)llo\.ving Interest Payn1ent l)ate, in which event interest thereon shall be payable f'ro1n such lnter,2st Payment Date or 
(ii) it is executed prior to lhe close of business on the first Regular Record l)ate, in \vhich event interest \vith respect 
thereto shall be payable tfon1 the date of delivery; JJrovided. lunrerer, that if at the 1in1e of' execution of any (~ertificate 
interest thereon is in default, interest thereon shall be payable fro1n the Interest Payment Date to which interest ha::; 
previously been paid nr n1adt' available t'.Jr pay1nent or. it'no interest has been paid or n1ade available tOr payn1ent, fro1n 
the date of delivery. Interest with respect to the Certificates will he calculated on the basis of a 360-day year comprised 
of twelve 30-day 1nonths. The C:t:rtificates will he delivered in rt:gistered tOnn, without coupons. registered in the na1ne 
ofl\:de & Co., as no1ninee of The Depository Trust ('ompany, Ne\V '{ork, New York ("D'l'("'). Individual purchases of 
the Cenificates will be made in book-entry form only in the principal amount ofS5,000 or any integral multiple thereof: 
Principal and interest eviden<.:ed and represented by the ('ertificates will be paid by the ·rrustee to f)l~C \Vhich \viii in turn 
re1nit such principal and interest to the participants in [)TC for subsequent disburse1nent to the benefit:ial owners of the 
Ccrtilicates. See "APPE:--;DIX F - DTC AND THE BOOK-E'JTRY ONLY SYSTEM." 

Prepayment of the Series 2007 A Certificates 

()ptional Prepayn1ent. The Series 2007,\ Cs:rtificates with a Ccrtificale Payn1ent Date on or bcfr)re Septe1nber L 2014 
arc not subject to optional prepayment prior to their respective fixed (~crtificate Pay1nent Dates. The Series 2007 A 
C'eiiificatcs with a Certificate Payment l)ate on or atler Septe1nber l, 2015 are subject to optional prepayment prior to 
their respective fixed Certificate Payment Date::;, at the option of the City. in the event the (~ily cxer1:ises its option under 
the Project Lease to prepay the principal co1nponent of Base Rental payments, as a whole or in part, on any date on or 
afler September I, 2014, (expressed as a percentage of the principal component lo be prepaid). plus accrued hul unpaid 

interest to the date fixed for prepayment 

Special lv/andato,y I'repavment. The Senes 2007 A Certificates will be subject to mandatory prepayment prior to 
their respective Certilicate Payment Da1.es, as a \vhole, or in part, on any date. at a Pr~paymer.t Price equal to the 
principal amount thereof plus accrued but unpaid interest to the prepayment date, without prer:1iu1n, tfonl an1ounts 
deposited in the Prepayment Accoun1 of the Base Rental hmd following an event of damage, destruction or 
condc1nnation of the Leased Property or any po1tion thereof or upon loss of the use or possession of the Leased 
Property or any portion thereof due lo J title dcfccl. 

AJandato1)' Sinking Account lnsta/hnent Pre1>ayn1ent. 

The $12,275,0()() Senes 2007A Cel1ificate maturing September l, 2033. is subject to prepayment prior to its stated final 
(~ertificate Payn1cnt Date, in part, by let, from n1andatory sinking account payments, at the principal amount thereof. 
\Vithout prcn1iun1. on Septe1nber 1 in each of the years and in the amounts set forth below: 

-; Ftnal Certificate Pay111c111 Dale. 

Sinking Account 
Payment Date 
(September I) 

2032 
2033' 

3 

Sinking Account 
Payment Amount 

$ 5,995,000 
6,280,000 



The S28, 130,000 Series 2007 A Certificate maturing September l, 2037. is subject to prepayment prior to its stated final 
c:enificalc Pay111ent Date, in pa11, by lot. frotn 1nandatory sinking account payments, al the principal a111ount thereof. 
without pre1niun1. on Septernber I in each of the years and in the amounts se1 forth belo\v: 

t Final Ccr11ficatc Paymcnt Date 

Sinking Account 
Payment Date 
(September I) 

2034 
2035 
2036 
2037 

Sinking Account 
Payment Amount 

S 6,575,000 
6,870.000 
7,180,000 
7.505.000 

The S24.600,000 Series 2007 A Certificate maturing September I, 2040, is subject to prepayment prior to its stated final 
C'crti ricatc Payment Date. in part, by lot, from n1andatory sinking account pay1nents, at the principal a1nount thereof. 
vvithout premium. on September 1 in each of the years and in the amounts set fi:)rth be]ow: 

t Final Certificate Payment Dale. 

Sinking Account 
Payment Date 
(September I) 

2038 
2039 
2040' 

Prepayment of the Series 20078 Certificates 

Sinking Account 
Payment Amount 

S 7.840.000 
8.195.000 
8.565,000 

No Optional Prepayment. The Series 20078 Ce1tificates are not subject to optional prepayment prior to their respective 
fixed Certificale Payment Dates. 

SJJecial Mandatory Prepay,nent. The Series 20078 Certificates will be subject to 1nandatoty prepayment prior to 
their respective Certificate Pay1nent Dates, as a whole. or in part, on any date. at a Prepayment Price equal to the 
principal amount thereof plus accrued but unpaid interest to the prepay1nent date. without premium. from amounts 
deposited in the Prepayment Account of the Base Rental Fund following an event of damage, destruction or 
condemnation of the Leased Property or any portion thereof or upon loss of the use or possession of the Leased 
Property or any portion thereof due to a title defect. 

No Mandatory Sinking Account Installment Prepayment. The Series 20078 Certificates are not subject to mandatory 
sinking account installment prepayment prior to their respective fixed Certificate Pay1nent. 

Additional Prepayment Terms 

S'election o.l Cert{flcates .fi>r Pre11ay1nent. Whenever provision is made in the Trust Agreement for the prepayment 
of Certificates (other than from Sinking Account Installments) and less than all of the Certificates are to be prepaid, 
the City will direct the principal amount of each Certificate Payment Date to be prepaid. Within a Certificate 
Payment Date, the Trustee, with the consent of the City, will select Certificates for prepayn1ent by lot in any manner 
which the Trustee in its sole discretion dce1ns fair and appropriate; provided, ho~vever, that the portion of any 
Certificate to be prepaid will be in .t\uthorized Denominations and all Certificates to re1nain Outstanding after any 
prepayment in part \Viii be in Authorized Deno1ninations. 

Notice of Prepayment. Notice of prepayment will be given by Electronic Notice or mailed by the Trustee, first class, 
postage prepaid, at least thirty (30) but not more than forty-five (45) days before any prepayment date, to the 
respective registered O\vners of any Certificates designated for prepay1ncnt at their addresses appearing on the 
registration books maintained by the Trustee. Notice is also required to be given to certain depositories and 
information services as described in the l'rust Agree1nent. Each notice of prepayment will state the Certificates or 
designated portions thereof to be prepaid, the prepayment date, the place or places of prepayment, the prepayment 
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price, the Cl:SIP numbers (if any) of the Certificates to be prepaid, the Ce11ificate numbers of the Certificates to be 
prepaid in whole or in part. and, in the case of any Certificate hcing prepaid in part only, the amount of such 
C:ertificate to be prepaid, and the original issue date and the stated (,'erlificate Payn1cnt [)ale of each Certificate to he 
prepaid. Each such notice will also stale that on the specified date there \viii hecome due and payable with respect 
to each Certificate or portion thereof being prepaid, the prcpayn1ent price together with interest accrued but unpaid 
to the prepay111cnt dale, and that fro111 and after such prepayment date, if sufficient fund~ are available for 
prepayment. interest \Vlth respect thereto will cease to accrue. :'Jeither the fi1ilure to receive any notice nor any 
defect therein shall affect th.: proceedings for such prepayment. The City shall have the right to rescind any notice 
of prepayn1ent of Certificak:s by written notice to the Trustee on or prior lo the date fixed for prepayment. Each 
notice ofprcpayn1ent relating to a prepayment shall state that such prepayrncnl may be rescinded hy the ('ity. A .. ny 
such notice ofprepayn1enl shall be cancelled and annulled if fi.)r any reason funds arc not available on the date fixed 
for prepayrncnt for the payn1ent in full of the Certificates then called for prepay1ncnt. and such cancellation shaJI not 
constitute a default under any agreen1cr.t or obligation. The l'rustee shall mail a notice of resci~,sion of prepayment 
in the san1c 111anner as the related notice of prepayment \Vas originally provided. 

/:,."ff"ect q( Prepay,nen1. Noli-.:e of prepay1nent having heen duly given as aforesaid. and rnonics for payment of the 
prepayn1enl price of. together with interest accrued lo the date fixed fi.)r prepayment with respect to the Certificates 
(or portions thereo1) so called fbr prepay1nenl heing held by the Trustee, on 1he prepayment date designated in such 
notice, the Certificates (or portions thereof) so called for prepayment will become due and payable, interest with 
respect to the Certificates so called for prepay1nenl \vill cease to accrue. such l'ertificales (or portions thereot) will 
cease to be entitled to any benefit or security under the Trust Agree1nent and the O~rners of such Certificates will 
have no rights in respect thereof except to receive payment of the prepayment price and interest accrued to the date 

fixed for prepayment 

C'ancellation <?l ()ptional Prepayment. If the (~ertificates are subject to optional prepayn1ent. and the Trustee does 
not have monies sufficient to prepay all of the Certificates proposed to be prepaid on or prior 10 the date fixed for 
prepayn1ent, the prepayment "'·ill be canceled, and in such case. the City, the Trustee and 1hc Owners will be 
restored lo their former positions anC rights under the 'frust Agreen1ent. Such a cancellation of an optional 
prepayment at the election of the City 1.vill not constitute a <lef3ult under the Trust Agreement, and the Trustee and 
the City will have no liability from suer cancellation. 

The Book-Entry Only System 

The Depository Trusl (~ornpany, New \'ork, Nevv York ("'[}l'C") will act as securities depository for the ('ertificates. 
The ('ertificates will be issued as fully-registered securities registered in the name of ('cde & Co. (f)T(:'s 
partnership nominee). One fully-regi:,tered certificate \Vill be issued for each Certificate Pay1nent Date of the 
Cerhficates in the aggregate principal amount represented thereby, and will be deposited with DTC. For further 
information concerning the Book-Entry Only System, sec "APPENDIX F - DTC AND THE BOOK-ENTRY ONLY 
SYSTEM." 

SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES 

(;eneral 

The Certificates represent Base Rental pay1nents required of the City to be made to the Trustee under the Project 
Lease so long as the City has use and occupancy of the Leased Property. "['he Certificates are executed and 
delivered under and pursuant to the Trust Agreement. payable solely fro1n: (i) all Base Rental payments received by 
the Trnstee from the City, including Base Rental derived from receipts of the Trustee from the lease of the Leased 
Property. but excluding certain indc1nn:fication rights and rights to payment of expenses retained by the City, (ii) the 
proceeds of any insurance (including the proceeds of any self-insurance and any liquidated da1nages received in 
respect of the Leased Properly). (iii) proceeds of rental interruption insurance policies \Vith rt:spect to the Leased 
Property, (iv) all amounts on hand from time to time in the Reserve Fund and the Base Renea! Fund established 
under the Tn1st Agrec1nent and (v) any additional property subjected to the lien of the Trust Agreen1ent by the City 
or anyone on its behalf. The City will pay to the Trustee the Base Rental payments to the extent required under the 
Project Lease, which Base Rental payments are designed to be suflicienL in both time and amount, to pay, when 
due, the annual principal and 1nterest represented by the Certificates. 

5 



Additional Rental payments due from the City to the Trustee include. among other things. amounts sufficient to pay 
all fees. costs and expenses of the ·rruslec in connection \.vith the Trust Agreeinent deposits required to be n1ade to 
the Rebate Fund, if any, and all other fees, costs and expenses of the ·rrustee incurred from time lo ti1nc in 
administering the Project Lease and the Trust Agreement. The City is also responsible for repair and maintenance of 
the Leased Property during the term of lhc Project Lease. 

Base Rental Payments; Abatement; Capitalized Interest 

The Trustee will collect and receive all of the Base Rental payments, and any Base Rental payments collected or 
received by the C'ity must i1n1ncdiately be paid by the City to the Trustee. ,\11 payments of Base Rental received by 
the Trustee under the Project Lease will be deposited into the Base Rental Fund. The City's ubligation to make 
Rental Pay1ncnts in the arnounts and on the tenns and conditions specified in the Project Lease is absolute and 
unconditional \vilhout any right of set-off or counterclaim. subject only to the provisions of lhe Pr(~ject Lease 
regarding abatement. 

Except to the extent of: (i) available arnounts in the Base Rental Fund or in the Reserve .Fund, (ii) amounts, if any, 
received with respect to rental intenuption insurance and (iii) amounts, if any. otherwise legally available to the City 
for payments under the Project Lease or to the Trustee for payments with respect to the Certificates, Rental 
Payments under the Project Lease arc subject to abaten1ent during any period in which, by reason of n1aterial 
damage. destruction or condemnation of the Leased Property or any portion thereof, or defects in lit le to lhc Leased 
Property or any portion therco[ there is substantial interference with the City's right to the use and occupancy of the 
Leased Property or any portion thereof. The amount of annual rental abatement would be such that the resulting 
Rental Payments in any Project Lease Year during which such interference continues, excluding any amounts 
described in the previous sentence, do not exceed lhc annual fair rental value of the portions of the Leased Property 
with respect to \.vhich there has not been substantial interference, as evidenced by a certificate of a City 
Representative. Such abatement would continue for the period commencing with the date of such damage, 
destruction. condemnation or discovery of such title defect and ending with the restoratlon of the Leased Property or 
portion thereof to tenantablc condition or correction of the title defect. Any abaten1ent of Base Rental payments 
could affect the payments \Vith respect to the Certificates, although the Project Lease requires the C'ity to maintain 
rental interruption insurance and the Trust i\gree1ncnt requires the establish1nent of a Reserve Fund. The rental 
interruption insurance will cover only rental interruptions due to the perils covered by the property insurance 
required to be maintained by the City under the Project Lea::,e and therefore V.'ill not likely cover abatement due to, 
among other things, earthquake damage. See "SECURITY AND SOURCES OF PAYMENT FOR THE 
CERTIFICATES Insurance" and "CERTAI'.\ RISK FACTORS Abatement'" herein. Sec also '"- Replacement, 
Maintenance and Repairs" below for additional provisions governing da1nage to the Leased Property. 

The City is only obligated to pay Base Rental from its general funds when it has use and occupancy of the Leased 
Property. See "THE PROJECT · Description of the Project." Interest will be capitalized and deposited into the 
Base Rental Fund in an amount sufficient to pay a portion of the interest evidenced by the Certificates through 
February 17, 2008. The City anticipates that it will have use and occupancy of the Leased Property on or about May 
l 7, 2007. 

Covenant to Budget 

The City has covenanted in the Project Lease to take such action as ,nay be necessary to include all Rental Payments 
in its annual budget and to make the necessary annual appropriations for such payments. The Project Lease provides 
that such covenants on the part of the City are deemed and construed to be ministerial duties imposed by law. Such 
covenants are subject lo the provisions under the Project Lease regarding abate1nent of the City's obligation to pay 
Base Rental in the event of the City's loss of use and occupancy of all or a portion of the Leased Property. See 
''SECURITY AND SOCRCES OF PAYMENT FOR TIIE CERTIFICATES - Base Rental Payments; Abatement; 
Capitalized Interest" herein. 

IF THE CITY DEFAULTS ON ITS COVENANT IN THE PROJECT LEASE TO INCLUDE ALL RENTAL 
PAYMENTS IN THE APPLICABLE ANNUAL BUDGET, THE TRUSTEE MAY EITHER RELET THE 
LEASED PROPERTY FOR THE ACCOUNT OF THE CITY OR MAY RETA!\! THE PROJECT LEASE A:-;D 
HOLD THE CITY LIABLE FOR ALL RENTAL PAYMENTS ON Al\ ANNUAL BASIS. SUCH 
OBLIGATIO:-;S TO BUDGET AND MAKE SUCH RENTAL PAYMENTS DO !\OT CONSTITUTE A DEBT OF 
THE CITY, THE STATE OR ANY POLITICAL SUBDIVISIO\I THEREOF WITHIN THE MEANING OF AKY 
CO'ISTITUTIONAL OR STATUTORY DEBT LIMITATIO~ OR RESTRICTIO\I, ,\;QR DO SUCH 
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0!3LIGATIO>IS CONSTITUTE 0!3LIGATIO'.\:S FOR WHICII THE CITY IS 08LIGATLD TO LEVY OR 
PLEDGE ANY FORM OF TAXATIO~: OR FOR WI IICII Tl IE CITY HAS LEVIED OR PLEDGED A'.\:Y FORM 

OF TAXATION. 

The Reserve Fund 

The Trusl Agrccn1cnt establishes a Rc~;crve Fund that will be held hy the Trustee. \Vithin the Reserve Fund the 
Trust .A.green1ent establishes a special trust account for each series of (,'erlificales designated ··series 2007 l\ Reserve 
Account" and '"Series 20078 Rc:.,;erve .Account'' Sin1ultancou:.,;ly with the delivery of the Series 2007 A (~ertificatcs, 
the City ,vill cause to be deposited into the Series 2007A Reserve Account established under the Trusl Agreen,ent a 
portion of the proceeds of the 2007A Certificates, which amount is at least equal to the Series 2007 A Reserve 
Requirctncnt "Series 20071\ Reserve Requirement" is defined under I.he Trust Agreen1ent to n1ean "as of any date 
of calculation, the leas! of: (i) I 00% of the maximum annual principal and interest payable with respect to the Series 
2007A (:ertificatcs in the then current Fiscal Year or any fu1Ltre Fiscal Year, (ii) 125o/o of the average annual 
principal and interest payable with n:sp1;!ct to the Series 2007 A l'crtificates payable in each Fiscal Year between the 
date of calculation and the last C'crtificate Pay1nent f)ate of the Series 2007.!\ c:ertificates ,Jr (iii) IO'Yo of the 
principal amount of Series 2007A Certificates originally executed and delivered." As of the date of delivery of the 
Series 2007 A Certificates. the Series 2007 A Reserve Requirement is equal lo $8.951,862.50. ~.imultaneously with 
the delivery of the Series 20078 c:ertificates. the (:ity will cau~e to be deposited into the Series 20078 Reserve 
Account established under the Trust /\.srccmcnt a portion of the proceeds of the Series 20078 Certificati:s. \Vhich 
amount is at least equal to the Series 20078 Reserve Requirement. The Series 20078 Reserve Requirement is equal 
to ten percent of the principal amount of the Series 20078 Certificates. As of the dale of delivery of the Series 
20078 Certificates, the Senes 20078 Reserve Requirement is equal to S 158,000.00. The Series 2007 A Reserve 
Requirement together with the Taxable Series 20078 Reserve Requiren1ent is defined in the Trust Agreen,ent as the 

"Reserve Requirernent" 

The City has the right to substitute a qualifying credit facility (the "Credit Facility") for all or a portion of the 
amount or the Reserve Requirement: provided that such substitution of a Credit Facility for the funds held by the 
·rrustee in the Reserve Fund (or the applicable account thereof): (i) must not result in the reduction or \.vithdra\.val of 
any ratings by any Rating ;\gency w·it1 respect to the (~ertificates (and the City 1nust notiry t:ach R.aling Agency 
prior to n1aking any such substitution) and (ii) prior to any such substitution becoming effective. the Trustee must 
receive an opinion of Independent c:ounscl stating that such substitution will not adversely affect the exclusion from 
gross income for federal income tax purposes of interest 1.vith respect to the Certificates. 

If on any Interest Payment Date the an1ounts on deposit in the Base Rental Fund are less than the interest and principal 
pay1nents due with respect to the Certificates on such date. then the Trustee is required to trJnsfer frorn the Reserve Fund 
pro rata based on aggregate principal a1noun1 of each Series of Certificates then outstanding for credit to the Base Rental 
Fund amounts sufficient to 1nake up such deficiencies. Any n1onies in the Reserve Fund in excess of thi: Reserve 
Requiren1cnt pro rata based on aggregate principal atnount of each Series of Certificates then outstanding on each March 
l and September I, commencing September I, 2007, and at such other time or times as directed by the City in writing, 
will be transferred to the Base Rental hmd and applied to the payment of the principal of and interest payable with 
respect to the Certificates on the next succeeding Interest Payment Date or transfCrred to such olner funds as tnay be 

designated in such \.vritten order. 

Replacement, 1\-taintenance and Repairs 

·rhe Project Lease requires the City. at its own expense and as determined and specified by the Director of Real 
Estate of the ('ity, to maintain or cause to be maintained the Leased Property in good order, condition and repair 
during the term of the Project Lease. 1'he ·rrust Agreement requires that if the Leased Property or any portion 
thereof is damaged or destroyed, the City n1ust elect to either prepay the c~ertificates or replace or repair the affected 
portion of the Leased Property in accorJanee with the Project Lease. Under !he Project Lease, the City must replace 
any portion of the Leased Property that is destroyed or dan,aged to such an extent that there is substantial 
interference with its right to the use anC. occupancy of the Leased Property or any portion thereof that ,vould result in 
an abatement of Rental Pay1nents or any portion thereof pursuant to the Project Lease; providtd, hoivever, that the 
City is not required to repair, substitute or replace any such portion of the Leased Property if insurance or 
condemnation proceeds or other legally available funds are sufficient to prepay: (i) all of the Certificates 
()utstanding and to pay all olher a1nounts due under the Project Lease and under the Trust A,gree1nent or (ii) any 
portion of the ('ertificates such that the resulting Rental Payments payable in any Project Lease Year fbllowing such 
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partial prepayment are sufficient to pay in the then current and any future Project Lease Year the principaJ and 
interest evidenced and represented by al I C:ertificates to remain ()utslanding and all other amounts due under the 
Project Lease and under the Trust Agreement to the extent they are due and payable in such Project Lease Year. See 
"APPE's;D!X D - SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT, THE PROPERTY 
LEASE AND THE PROJECT LEASE - The Project Lease." 

Insurance 

The Project Lease requires the C:ity to mainlain or cause to be 1naintained throughout the tenn of the Project Lease 
(but during the period of construction of the Project only if such insurance is not provided by the contractor under 
the construction contract for the Project): (i) general liabi]ily insurance against damages occasioned by construction 
of improvements to or operation of the Leased Property \Vith 1ninimum coverage limits of $5,000,000 co1nbined 
single Jimit per occurrence, (ii) property insurance on a11 structures constituting any part of the Leased Property in an 
amount equal to the greater of I 00% of the replacement costs of the Leased Property (less the applicable deductible 
amount) or, to the extent commercially available, an amount equal to the 1naximum aggregate principal a1nount of 
Certificates ()utslanding during the applicable policy period, (iii) earthquake insurance (to the extent commercially 
available) in an amount equal to the lesser of the Outstanding principal amount oflhe Cert.ificales or the replacement 
cost of the Leased Property; provided that no such earthquake insurance shall be required if the Risk Manager files a 
written recommendation annually with the Trustee that such insurance is not obtainable at reasonable costs on the 
open market from reputable insurance companies (See "CERTAII\ RISK FACTORS - Seismic Risks" herein), (iv) 
boiler and machinery insurance with a property damage limit of not less than $5.000.000 per accident, (v) rental 
interruption insurance in an amount not less than the aggregate Base Rental payable by the City pursuant to the 
Project Lease for a period of at least twenty-four (24) months (to be adjusted annually on or pnor to March I, 
commencing March I, 2008, to reflect the actual scheduled Base Rental payments due under the Project Lease for 
the next succeeding twenty-four (24) months) tu insure against loss of rental inco1nc fron1 the Leased Property 
caused by the perils covered by lhc insurance described in (ii) and (iii) above, and such insurance shall not be 
subject to any deductible and (vi) builders' risk insurance in an amount equal to the replacement cost of the 
irnprovements relating to the Project, which insurance shall be outstanding until Final Completion of the Project. 
See "APPENDIX D - SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT, THE 
PROPERTY LEASE AND THE PROJECT LEASE · The Project Lease · Insurance." The Project Lease permits 
the City to adopt alternative risk n1anage1nent programs meeting the terms and conditions of the Project Lease to 
insure against any of the risks required to be insured against under the Project Lease, including a program of self
insurance (other than rental interruption insurance and title insurance). See also "CERTAIN RISK FACTORS 
Seis1nic Risks." 

Application of Insurance Proceeds 

Under the Trust Agreement, upon the da1nage or destruction of the Leased Property or any portion thereof, the City 
is to make an election either to prepay the Certificates or to repair or replace the Leased Property or affected portion 
thereof in accordance with the provisions of the Project Lease. See "APPENDIX D - SUMMARY OF CERTAl:sl 
PROVISIONS OF THE TRUST AGREEMENT, THE PROPERTY LEASE AND THE PROJECT LEASE The 
l'rust Agreement - Application of Insurance Pro<.:ceds." 

Eminent Domain 

If all of the Leased Property or so much of the Leased Proper! y as to render the remainder thereof unusable for the 
City's purposes under the Project Lease is taken under the power of en1inent domain: (i) the City may, at its option, 
replace the Leased Property or (ii) the Project Lease will terminate and the proceeds of any condemnation award 
will be paid to the Trustee for application lo the prepayment of Ce11ificates. If less than a substantial portion of the 
Leased Property is taken under the power of etninent domain, and the re1nainder is useable for the City's purposes, 
the Project Lease shall continue in full force and effect as to the remaining portions of the Leased Property, subject 
only to its renta] abatement provisions. Any condemnation award will be paid to the Trustee for application to the 
replacement of the portion of the Leased Property taken or to the partial prepayment of Certificates. See 
"APPENDIX D - SCMMARY OF CERTAI:s; PROVISIONS OF THE TRUST AGREEMENT, THE PROPERTY 
LEASE AND THE PROJECT LEASE Trust Agreement - Eminent Domain" and" The Project Lease··· Eminent 
Do1nain." 
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Addition, Release and Substitution 

[f no event of defilu]t under the Project Lease has occurred and is then continuing. the Project Lease permits the (~ity 
with the consent of the Truslee to amend the Project Lease to release any portion of the Leased Property or to add 
other property and in1provc1ncnts to the Leased Property or to suhstitutc other property for all or any portion of the 
Leased Property provided thi.: ('.ity con1:J}ies \vith the provisions of the Project L<.:a:.;e requiring, a1nong other iten1s, 
that the City deliver to thl: Trustee. Financial (iuaranty and the Rating: Agencies: (i) a certificate of a C:ity 
Representative stating that the annual fair rental value of the property which will con:.;titute the Leased Property afier 
such addition. releas~ or substitution 'Nill be at least equal to 1001

'./;, of the 1naxin1u1n amount of Base Rental 
payn1ents becorning due in the then current Lease Year or in any subsequent Lease Year, (ii) a friir market appraisal 
from the Director of Real E!--tate of the City setting forth the annual fair rental value and the f"ai:~ replace1nent value 
of the property which will constitute the Leased Property or any portion thereof alter such ,1ddition. release or 
substitution and evidencing that such fiiir replacement value is equal lo or greater than the prin:::ipal a1nount of the 
('ertificales then Outstanding; provided that no such appraisal shall be necessary for the relea;;e fron1 the Project 
Lease and the Property Lease, following Final Completion of the Project. of portions o' the Site and the 
i1nprove1ncnts thereon. other than the P1oject and the portion of the Site directly under the Project; it heing the intent 
of the parties that following Final Completion, the Leased Property shall consist solely of the Prcject and the portion 
of the Site upon which the Project is located; (iii) a certificate of a City Representative stating that the useful life of 
the Leased Property constituting the Lee-scd Property after such addition, release or substitution r1ects or exceeds the 
re1naining term of the C:ertificates and (iv) an opinion of Independent (~ounsc\ that such modification will not cause 
the interest component of the Base Rertal pay111ents relating to the C'ertificates to be included in gross inco1ne for 
federal income tax purposes. See "APl'ENDIX D SUMMARY OF CERTAl'.'J PROVISIONS OF THE TRUST 
AGREEMENT, THE PROPERTY LEASE A'.'JD TIIE PROJECT LEASE - The Project Lease - Addition. Release 
and Substitution." 

City Budget and Finances 

For a discussion of the budget and finances of the City. see "APPENDIX A CITY AND COUI\TY OF SAN 
FRANCISCO- ORGANIZATION AND FINANCES CITY BUDGET AND FINAC\CES" and "APPENDIX C 
COMPREHE'.'JSIVE ANI\l:AL Fl:\ANCIAL REPORT OF TIIE CITY AND COUNTY OF SAN FRA'\C\SCO 
FOR TIIE FISCAL YEAR ENDED JU>JE 30, 2006." 

Investment Policy 

For a discussion of the City's investment policy regarding pooled cash, see "APPE?'JDIX A- CITY AND COLNTY 
OF SA:S.: FRANCISCO ORGANIZATION AI\D FIC\A"ICES -- INVESTMEI\T POLICY." 

CERTIFICATE INSURANCE 

The injl>rmation regarding Financial Gut1ran(r and its insurance policy i.\' applicable only to the Series 2007A 
Cert(ficutes. The ~·cheduled pa~v1nent o,{principal and interest on the Series 2()()78 (:ertf/icate5 when due are not 
guaranteed by a Municipal Bond New Issue Insurance Policy. The J'ollotving in_lorn1ation has heen provided h:v 
Financial Guaranty Ji;r inclusion in thi,· Official Statement. Reference is made to APPPENDJX HjiJr a specimen ol 
f-1fnancial Guaranzv 's Municipal Bond 1Veir issue insurance Polk)'· No representation is 1nade hy the (~tty, Lehman 
Brothers (the "Undervrriter ··,. Co-Special (:ounsel or the C:o-i''inancial Ac/visors as to the accurac:v or cornp!eteness 
o.l this injbrn1alion or as to the absence qf material adverse changes in this h!fhr1nation subsequent to the date 
hereof: 

Payments Under the Policy 

(:oncurrently \Vith the execution and delivery of the Series 2007 A (:ertificates, Financial Gu:1ranty wilJ issue its 
Municipal Bond New Issue Insurance Policy for the Series 2007 A Certificates (the "Policy"). The Policy 
unconditionally guarantees the payment of that portion of the principal or accreted value (if applicable) of and 
interest on the Series 2007A Certificates which has become due for payment, but shall be unpaid by reason of 
nonpayment by the City of the Series 2007A Certificates. Financial Guaranty will make such payments to lJ.S. 
Bank Trust :,.,;ationa] Association, or its successor as itN agent (the "Fiscal Agent"), on the later of the date on 
which such principal, accreted value or interest (as applicable) is due or on the business day next following the day 
on which Financial Ciuaranty shall have: received notice (in accordance with the terms of the Policy) from an owner 
of Series 2007.A Certificates or the trustee or paying agent (if any) of the nonpayment of such amount by the City. 
The Fiscal Agent \viii disburse such an1ount due on any Series 2007A Certificates to its owner upon receipt by the 
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Fiscal .A.gent of evidence satisfactory to the Fiscal Agent of the o\vncr's right to receive pay1nent of the principal, 
accreted value or interest (as applicable) due for pay1nenl and evidence, including any appropriate instru1nents of 
assignment. that all of such owner's rights lo payment of such principal, accreted value or interest (as applicable) 
shall be vested in Financial Guaranty. The term "nonpayment'' in respect or a Series 2007 A (~ertificate includes any 
payrnenl of principal. accreted value or interest (as applicable) made lo an owner of a Series 2007 A Certificate 
\Vhich has been re<.;overc<l from such owner pursuant to the United States Bankruptcy Code by a trustee in 
bankruptcy in accordance with a final, nonappealablc order of a court having co1npetcnt jurisdiction. 

Once Issued. the Policy is non-cancellablc by Financial (Juaranty. The Policy covers failure to pay principal (or 
accreted value, if applicable) of the Series 2007A Certificates on their stated maturity dates and their mandatory 
sinking fund redemption dates. and not on any olher date on which the Series 2007 A Certificates may have been 
other\vise called for redemption, accelerated or advanced in maturity. The Po]icy also covers the failure to pay 
interest on the stated date for its payment. In the event that payment of the Series 2007 A Certificates is accelerated, 
Financial Guaranty will only be obligated to pay principal (or accreted value, if applicable) and interest in the 
originally scheduled amounts on lhe originally scheduled payment dates. Upon such payment, Financial Guaranty 
will become the owner of the Series 2007 A Certificate. appurtenant coupon or right to payment of principal or 
interest on such Series 2007 A Certificate and will be fully subrogated to all of the rights of the holder of the Series 
2007 A Certificates thereunder. 

The Policy does not insure any risk olher than )ionpayment by the City, as defined in the Policy. Specifically. the 
Policy docs not cover: (i) payn1ent on acceleration. as a result ofa call for redemption (other than n1andatory sinking 
fund redemption) or as a result of any other advancement of maturity; (ii) payment of any redemption, prepayment 
or acceleration premium; or (iii) nonpayment of principal (or accreted value, if applicable) or interest caused by the 
insolvency or neghgence or any other act or on1ission of the trustee or paying agent. If any. 

As a condition of its commitment to insure the Series 2007 A Certificates, Financial Guaranty may be granted certain 
rights under the Series 2007 !\. Certificate documentation. The specific rights, if any, granted to Financial Guaranty 
in connection with its insurance of the Series 2007 A Certificates may be set forth in the description of the principal 
legal documents appearing elsewhere in this Official Statement, and reference should be made thereto. 

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the New York 
Jnsurance Law. The Policy is not covered by the C:alifornia Insurance Guaranty Association ((:a]ifornia Insurance 
Code, Article 14.2). 

financial Guaranty Insurance Company 

Financial Guaranty is a New y· ork stock insurance corporation that writes financial guaranty insurance in respect of 
public finance and structured finance obligations and other financial obligations, including credit default swaps. 
Financial Guaranty is licensed to engage in the financial guaranty insurance business in a1l 50 states, the District of 
Columbia, the Commonwealth of Puerto Rico. the U.S. Virgin Islands and the Cnited Kingdom. 

financial Guaranty is a direct. wholly owned subsidiary of FGIC Corporation. a Delaware corporation. At March 
31, 2007, the principal owners of FGJC Corporation and the approximate percentage of its outstanding common 
stock owned by each were as follows: The PM! Group, Inc. - 42%; affiliates of lhe Blackstone Group LP. - 23%; 
and affiliates of the Cypress Group LLC. - 23%. c>:either FGJC Corporation nor any of its stockholders or affiliates 
is obligated to pay any debts of Financial Guaranty or any claims under any Insurance policy, including the Policy, 
issued by Financial Guaranly. 

Financial Guaranty is subject to the insurance laws and regulations of the State of New York, where Financial 
Guaranty is domiciled. Including New York's comprehensive financia] guaranty insurance law. That law, among 
other things, limits the business of each financial guaranty insurer to financial guaranty insurance (and related lines); 
requires that each financial guaranty insurer maintain a minimum surplus to policyholders; establishes limits on the 
aggregate net an1ount of exposure that may be retained in respect of a particular issuer or revenue source (kno\vn as 
single risk Jimits) and on the aggregate net amount of exposure that may be retained in respect of particular types of 
risk as compared to the policyholders' surplus (known as aggregate risk limits); and establishes conlingency, loss 
and unearned premium reserve requirements. In addition. Financial Guaranty is also subject to the applicable 
insurance la,vs and regulations of all other jurisdictions in which it is licensed to transact insurance business. The 
insurJ.nce laws and regulations. as well as the level of supervisory authority that may be exercised by the various 
insurance regulators. vary by jurisdiction. 
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At March 31, 2007. Financial Guaranty had net admitted assets of approximately $3.947 billior, total liabilities of 
approxi1nately S2.828 billion. and total capital and policyholders' surplus of approxin1atcly S l.119 billion, 
detennined in accordance ,vith statutory accounting practices ("SAP'') prescribed or permitted by insurance 

regulatory authorities. 

·rhc unaudiled financial state1ncnts as of March 3 L 2007. and the audited consolidated financial statc1ncnts of 
Financial Guaranty and subsidiaries, on the basis of L.S. generally accepted accounting principles ('•(JAAP"), as of 
December 31, 2006 and December 31. 2005. which have been filed with the !\ationally Recognized Municipal 
Securities Infonnation Repositories ("NRMSIRs''), are hereby included by specific reference in this Official 
Statement. Any statement contained herein under the heading "CERTIFICATE INSURANCE," or in any 
docu1nents in<.:1uded by specific reference herein, shall be n1odific<l or superseded to the extent required by any 
statement in any document subsequcntl} filed by Financial (iuaranty \Vith such !\RMSIRs. and shall not he deemed, 
except as so modified or superseded. to constitute a part of this Otlicial Statement. All financial statements of 
financial Guaranty (if .iny) included in docu1nents filed by Financial (iuaranty \vith the NRMSIR.s subsequent to the 
date of this ()tlicial State1nent and prior to the tcnnination of the otl'ering of the Serles 2007 A C:ertificates shall be 
deemed to be included by spccilic refertnce into this ()fficial State1nent and to he a part hereof from the respective 

dates of filing of such docuinents. 

The '.'ie"· York State Insurance Department recognizes only SAP for determining and reporting the financial 
condition and results of operations of an insuranc1.~ company, for determining its solven,cy under the New 
\'ork Insurance l,a'\\', and for determining whether its financial condition warrants the pay1nent of a dividend 
to its stockholders. Although Financial Guaranty prepares both GAAP and SAP financial statements, no 
consideration is given by the New York State Insurance l)epartment to financial staternents prepared in 
accordance with (;AAP in making such determinations. A discussion of the principal di.fferences between 
SAP and GAAP is contained in the notes to Financial Guaranty's audited SAP financial statements. 

Copies of Financial Guaranty's most r,,cently published GAAP and SAP financial statements are available upon 
request to: Financial (Juaranty lnsuranc·e ('ompany. 125 Park Avenue, NeVl-1 York. :\JY 10017. Attention: c:orporate 
('01n1nunications Depart1nenL .Financial Ciuaranty's telephone number is (212) 312-3000. 

Financial Guaranty's Credit Ratings 

The financial strength of Financial Guaranty is rated "AAA" by Standard & Poor's, a Division of The McGraw-Hill 
('otnpanies, Inc., "Aaa" by Moody's Investors Service, and ''AAA" by Fitch Ratings. Each rating of Financial 
(luaranty should be evaluated indep,endenlly. The ratings reflect the respective ratings agencies' current 
assessnlents of the insurance financial s·:rength of Financial (iuaranty. Any further explanation cf any rating may be 
obtained only from the applicable ratir:g agency. "I'hese ratings are not recommendations to buy, sell or hold the 
Series 2007 A Certificates, and are subject to revision or withdrawal at any time by the rating agencies. Any 
dc)\vnv.'ard revision or withdrawal of any of the above rulings may have an adverse effect on the 1narket price of the 
Series 2007 A Certificates. Financial (iuaranty does not guarantee the 1narkcl price or invest111ent value of !he Series 
2007 A Certificates nor does it guarantee that Lhe ratings on the Series 2007 A Certificates v.1ill not be revised or 

withdrawn. 

Neither Financial c;uaranty nor any of its affiliates accepts any responsibility for the accuracy or 
completeness of the Official Statement or any information or disclosure that is provided to potential 
purchasers of the Series 2007 A Ccrti,ficates, or omitted from such disclosure, other than with respect to the 
accuracy of information with respect to Financial c;uarant)' or the Policy under the heading 
"CERTIFICATE INSURA'.'<CE." In addition, Financial Guaranty makes no representation regarding the 
Series 2007A Certificates or the advisability of investing in the Series 2007 A Certificates. 
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PLAN OF FINANCE 

The Series 2007 A Certificates are being executed and delivered to provide funds to: (i) finance the Acquisition Proiect 
A; (ii) finance the R.cnovation Project 1\; (iii) fund capltalized Interest payable tbr a portion of the interest wilh respect 
to the Series 2007 A Certificates through February 17, 2008: (iv) fund the applicable account within the Reserve Fund 
established under !he Trust Agreement for the Series 2007A Certificates; and (v) pay costs of delivery of the Series 
2007 A Certificates. The Series 20078 Certificates arc being executed and delivered to provide fonds to: (i) finance !he 
Acquisition Project B; (ii) finance the Renovation Project B; (iii) rund capitalized interest payable fbr a portion of the 
interest with respect to the Series 20078 Certificates through February 17, 2008; (iv) fund the applicable account 
within the R.cservc Fund established under the Trust Agrccn1ent for the Series 20078 Certificates; and (v) pay costs of 
delivery of the Series 20078 Certificates. 

The Leased Property is lo be conveyed to the Trustee pursuant to the Property Lease and leased back to the City 
pursuant to the Project Lease. Pursuant to the Project Lea::,e, the C'ity is required, subject to abatement In certain 
circum::,lances, to pay Base Rental in amounts suflicient to pay, \vhcn due, lhe pflncipal and interest evidenced and 
represented by the (~ertificates. The City hJt> covenanted in the Project Lease to take such action as may be 
necessary to include all Base Rental payments and Additional Rental payments thereunder for the Project in ils 
annual budget, and to 1nake necessary annual appropriations thereror. Principal and interest evidenced and 
represented by the Certificates are payable fro1n lhc Base Rental payrnents and fro1n certain funds held under lhe 
Tn1st Agreement. 

Under the Project Lease, the Trustee agrees to acquire, construct and renovate, or cause the acquisition. construction 
and renovation of, the Project pursuant to plans and specifications submitted to and approved by the ('ity from time 
to time. Also under the Project Lease, the ·rrustee appoints the City as its agent ror the purposes of construction, 
renovation. installation and equipping. as necessary, of the Project. The City anticipates that it \vill have use and 
occupancy of the Leased Property on or about May 17, 2007. The City estimates that Final Completion of the 
Project will occur on or about March 31, 20 I 0. No assurances can be given that Final Completion of the Project will 
be achieved by this date. 

THE PROJECT 

V'icinity 

The Project is located in the "Civic Center'' district of the City. The City's Civic Center is home to City Hall, the 
San Francisco Main Public Library, Louise M. Davies Symphony Hall, the Opera House, the Court Building, the 
\\.'ar Memorial Building and the Asian Art Museun1 of San Francisco. The Civic Center is generally considered to 
be bounded by Seventh Street on the cast, Howard Street on the south, Gough Street on the west and Golden Gate 
A venue on the north. Federal. State, local government and government-related offices such as the San Francisco 
Cnified School District occupy significant portions of the buildings in the area. The California State Automobile 
Association is also located in this area. Other area property users include non-profit entities and other public service 
institutions. 

Description of the Project 

The One South Van Ness Property 

The One South Van Ness Property is located at One South Van Ness Avenue, San Francisco, California on the 
southeast comer of Van Ness Avenue and Mission Street and has approximately 65,000 square feet of site area. An 
approximately 636,538 square foot, eight-story office building (plus mezzanine and basement) with approximately 
508,057 rentable square feet and a multi-level enclosed parking garage with capacity for approximately 120 
automobiles are situated on the One South Van Ness Property (together, the "One South Van Ness Building"), 
Parking at the One South Van Ness Building is operated by Standard Parking Corporation. The One South Van 
J\iess Building was built in 1960 and renovated in 1990. 

The City currently leases portions of the 2nd, 3rd. 51
\ 7th floors. together with portions at the ground floor and 

mezzanine level of the One South Van Kess Building, which are occupied by the City's Department of 
Telecommunications and Information Services, the Mayor's Office of Housing, the Mayor's Office of Community 
Development, the City's Redevelopment Agency and the City's Municipal Transportation Agency. The space 
currently leased by City departments comprises approximately 295, 790 rentable square feet (approximately 58.22% 
of the total) of the One South Van Kess Building. The City's Department of Telecommunications and lnfonnation 
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Services leases approxin1ate!y 60,699 rentable square feet of the ()nc South Van '.'\ess Bui\d·.ng, currently only 
occupies approxi1nately 22,614 rentable square feet and is scheduled to occupy the rc1naining 38,085 rentable square 
feet in December 2007. 

Currently portions of the ()ne South Van \less Building arc }cased to two non-govcrn1nenta] tenants: California 
Pacific Medical Center, a non-profit public benelit corporation and 501 ( c)(3) Tenant ("CPMC"). and Bank of 
A1nerica ("Rof,\''). ('Pl'v1(: occupies approxi1nately 132,264 rentable square feet on the 41

h and 8
1

1, floors of the ()ne 
South Van '.'\ess Building. ("PMC's lease expires January 31, 2012 and is subject to one, five-year option to renevv. 
CPMC has the right to tenninate its lease as of :'Jovembcr 30, 2008 upon (i) payment hy CPMC of certain 
una1nortized tenant in1prove1nent ailOVv'Jnces and (ii) provision of nine 1nonths' notice. C:PMC' has not provided 
notice of its intent to exercise its right to tenninate its lease. Under its lease. (:PMC also has a right of first 
opportunity to lease up to one floor in the ()nc South Van \iess Building available for lease by a party not affiliated 
with the landlord. \Vhen the (~PMC' lca:.;e expires the City intends to use the space for either (i) expansion of a Cily 
agency or agencies already located in the One South Van \:ess Building or (ii) forther rcloc1tion of large City 
departments. BofA occupies approximately 16.892 rentable square feet on the ground flour and lower level of the 
One South Van Ness Building. BofA 's lease expires on June 30, 2008 and is suhject to nine, five-year options to 
renew. L;nder its lease, Boti\ has (i) a right of first refusal to purchase the One South Van Ness Property. (ii) right 
of first offer on this sale of the ()ne SoJth Van Ness Property; provided. however, to exercise such rights RofA is 
required 10 occupy 35°/0 of the net rentable area of the ()ne South Yan Ness Building. Currently, RofA occupies less 
than 3.5% of the rentable space in the One South Van Ness Building. Also under its lease, the BofA has the right, 
once annually. to request the landlord to identify potential expansion space and rent terms. lJpon identification. 
BofA has an option to lease all or a portion of such expansion space. subject to certain tern1s and ,:onditions. 

In addition, the State Compensation Insurance Fund ("State Comp'') is in the process of vacating approximately 
63.11 I rentahle square feet on the 6'" floor of the One South Van Ness Building. The City expects its Municipal 
Transportation Agency to occupy the space vacated by State Comp. Upon such occupancy and the occupancy by 
the ('ity's Department of Teleco1nn1unications and lnfi:>nnation Services described above. the space occupied by 
City departments will con1prise approximately 358.90 I renlable square feet (approximately 70.64°/u of the total) of 
the One South Van Ness Building. 

Acquisition and Renovation r!lthe ()ne s·outh Van 1Vess Property 

The City intends to tise a portion of th~ proceeds of the Certificates to purchase and improve ·:he One South Van 
I'\ess Property. The impro\-cmcnts to the One South Van Ness Building will include. hul ar(· not lin1itcd to, (i) 
i1nprovements in connection with sch1~dulc<l occupancy by the City's Depart1nent of Telccom1nunications and 
lnfom1alion Services of approxi1nately 38.085 rentable square feet in [)ece1nber 2007. (ii) improven1ents in 
connection with the occupancy by the City's Municipal 1'ransportation Agency of space previously occupied by 
State Comp, (iii) replacement of the root: (1v) upgrades and repairs to the heating. air condition-ng and ventilations 
systc1ns, (v) upgrades to the escalators, i vi) installation of a roof garden. (vii) i1nprovcnlcnls to access to public areas 
for disabled persons, (viii) improvements to security systems and (ix) water conservation measures. Currently, the 
City estimates that the cost of these improvements lo be approximately S 15,883,200. of w 1ich approximately 
SIS,645,597 is intended to he financed with the proceeds of the Certificates. The City intends to fund the difference 

with certain available funds. 

The !14ission Street f'rvperty 

The Mission Street Property is located at l 650 Mission Street, San Francisco, c.~alifomia on the vvest side of Mission 
Street, between l21

h and l31
h Streets, and has approxi1nately 43,713 square feet of site area. An approximately 

216,712 square foot, five-story office building (the "Mission Building") with approximately 182.964 rentable square 
feet is situated on the Mission Street Property. The Mission Building was buill in I 962 and was renovated for office 
use in 1983. The t\1ission Building currently includes approxilnately 118 valet parking spaces. Parking al the 
Mission Building is operated by AMPCO Parking. 
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The Cily currently leases portions of the 2nd. 3rd, 4th and 5tL floors of the Mission Building which are occupied by the 
City's Department of Human Services. the City's Planning Department and the City's Department of Building 
Inspection. The space occupied by City departments consists of approximately 170,383 rentable square feet 
(approximately 93.1 '.21}11 of the total) of the Mission Building. 

Currently. portions of the Mission Building are leased to two non-govem1nental tenants: Spectrum Federal Credit 
Union ("Spectrum") and Mimi Wong & Paul Hui doing business as John's Cate and Delicatessen ("John's Cafe"). 
Viacom ()utdoor Jnc. ("Viaco111") also leases a sign on the exterior of the Mission Building. Spectru1n occupies 
approximately 10,331 rentable square feet on the 5111 floor of the Mission Building. Spectrum's lease expires 
October 31, 2008. subject to one, five-year option to renew. Spectrum has proposed to the C:ity that the City accept 
an assignment of Spectrum's lease as of June 1, 2007 and upon acquisition of the Mission property by the C~ity, 
terminate such lease. The City has accepted Spectrum's proposal. John ·s Cafe's lease expires March 31. 2008. 
subject to one, five-year option to rene,v. Viacom's exterior ,vaH lease expires March 31, 20 I I. \Vhen Spectru1n 's 
lease expires the C'ity intends to use the vacated space for either (i) expansion of a C:ity agency or agencies already 
located in lhe Mission Building or (ii) relocation of large (~ity depart1nents. 

Acquisition and Renovation qfthe A4ission Street Proper(v 

The City intends to use a portion of the proceeds of the (~ertificates to purchase and itnprovc the Mission Street 
Property, The City intends to use a portion of the proceeds of the (,'ertificates to finance various other improvements 
lo the Mission Building. These improven1ents include, but arc not limited to, (i) improvements in connection with 
occupancy by the City's Oepartlnent of Human Services, (ii) installation of a ne\v generator, (iii) seis1nic upgrades, (iv) 
replace1nent of the roof. (v) interior finishes for common areas, (vi) improve1nents to security systems, (vii) 
plumbing upgrades and (viii) conversion of approximately 22 parking spaces for bicycle storage. Currently, the City 
estimates that the cost of these i1nprove1nents \vi11 he approximately $5,911.400. of,vhich approxin1ately $5,804,300 
is intended to be financed with the proceeds of the Certificates. The City intends to fund the difference with certain 
available funds. 

The 30 Van Ness Property 

The City acquired beneficial ownership of the 30 Van Ness Properly in 2001. The City occupies approximately 
89.07% of the approximately 180.939 square foot building on the 30 Van '.\less Property (the "30 Van Ness 
Building"). The 30 Van l'.ess Bu,ldmg has approximately 40 parking spaces, two of which are fenced for secure 
bicycle parking and six of which arc reserved for use by non-governmental tenants. ]'he c:ily uses the remaining 32 
spaces for City-owned cars, ('ity employees' cars and for short-term parking for building service providers. Parking 
at the 30 Van Ness Building is operated by the City. 

The City Department of Public Health occupies approximately 34,467 square feet on the I'' and 2"" floors of the 30 
Van Ness Building. The City Department of Human Services occupies approximately 8.524 rentable square feet on 
the I" and 2"d floors of the 30 Van '.\less building. The City Police Department occupies approximately 1,418 
rentable square feet on the 2"" floor ol' the 30 Van Ness Building. The City Department of Human Resources 
occupies 3 l,377 square feet on the 3'" floor of the 30 Van Ness Building and approximately 1,347 square feet of fbe 
3•d floor of the 30 Van Ness Building. The City Department of Public Works occupies approximately 84,030 square 
feet of the 4•h and 5•h floors of the 30 Van Ness Building. 

Currently, portions of the rentable square feet of the 30 Van Ness Building are leased to five non-governmental 
tenants. Dr. Irene Koga and Dr. Daniel Ng occupy approximately I, I 00 square feet on the ground floor under a 
lease that expires August 31, 2008. Rite Aid Corporation ("Rile Aid") occupies approximately 12,772 square feet 
on the ground floor. Rite Aid's lease expires August 31, 2018, subject to t,vo, five year extensions and one. four 
year. eleven month extension. Boston Deli, Inc. ("Boston Deli") occupies approximately 761 square feet on the 
ground floor. Boston Deli's lease expires December 31.2012. Van ~ess Kenoilce Cream occupies approxin1ately 
558 square feel on the ground floor under a lease that expires February 28, 2009. The leases described above are 
each for retail space on Van Ness Avenue. The (~ity encourages ground-floor retail along Van i\css Avenue and 
will seek retail tenants in the event any of the current retail tenants vacate such leased space. In addition to the retail 
tenants described above. The Herbst Foundation, Inc .. a non-profit foundation and 501(c)(3) Tenant ("Herbst"), 
occupies approximately 1.158 rentable square feet on the 3'" floor of the 30 Van Ness Building. The Herbst lease 
expires October 31. 2007. In the event Herbst vacates its space, the City intends to use the vacated space for either 
(i) expansion of a City agency or agencies already located in fbe 30 Van Ness Building or (ii) relocation of large 
City departments. 
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Renovation r?l'the 30 Van I\/ess Building 

·rhe ('ity intends to u:-.e a portion of the proceeds of the C:ertificates to finance various improvcrr1ents to the 30 Van 
Ness Building. These in1provements in:lude, but arc not litnited to. (i) upgrades to lhe fire detection systetns, (ii) 
improvements related to occupancy by the City's Department of Public Works. (iii) improvenents to access to 
public areas fi.)r disabled persons and (iv) in1provc1ncnts to the n1all roo1n. (~urrcntly the ('ity esl i1nates that the cost 
of these improvetncnls will be approxi1nati:ly S6,309,800, of \-vhich approxi1nately $6, 126.300 is intended to be 
financed with the proceeds of the Certifi,,ates. The City intends to fond the difference wilh certain available fonds. 

Projected Project Funding 

Project 
Acquisition of the One South Van ~less Property 
Acquisition of the l'vtission Street Prope11y 
Renovation of the One South Van I\ess Building 
Renovation of the !\1ission Street Building 
Renovation oflhe 30 Van Ness Buildinn "-------
·rot a 1 estimated Project costs 

Pro.ject Acquisition Terms 

(Jne South Van l'vess Proper~\' 

Amount Financed by 
the Certificates 

S 71.500,000.00 
40.5(>0.()00.00 
I 5,64.S.597.00 
5.804.300.00 

_____ _::6,.:.126.300.00 
S 139.576, 197.00 

As discussed above, the City currently leases space in the One South Van l\ess Building pursw:nt to several office 
leases between the (~ity and One Sout'.1 Associates, LL(', a I)elaware li1nited liability company (the "\ran Ness 
Property Owner"), dated December I, 2002. July I. 2005, February I. 2006. April l. 2006, Sep,embcr I. 2006 and 
December l, 2007, all terminating Nowmber 30, 2017 (collectively, the "Van Ness Building Leases"). Pursuant to 
the Van Ness Building Leases the City has the right to purchase the One South Van Ness Prop,:rty (the "Van ::-.less 
Pun.:hase Right") pursuant to the tenn~. and conditions of that certain Agree1nent of Purchase and Sale for Real 
Estate by and between the Van Ness Property Owner and the C'ity (the "Van ~ess Purchase 11\grce1nent"). The City 
has exercised the Van Ness Purchase Right and has entered into the Van Ness Purchase Agreement. 

Pursuant to the Van l\ess Purchase Agreement the City will purchase the One South Van Ness Property including all 
in1provements, other property of the Van Ness Property ()v,1ner thereon and certain other agree1nents and intangible 
rights. The purchase price of the One South Van Ness l'rope11y is $71.500,000. 

The City is purchasing the ()ne South 'Ian Ness Property on an "'as is with all faults" basis except with respect to 
ce11ain representations of the Van '.\ess Property Owner regarding, (i) documents provided to lhc ('ity, (ii) leases and 
ag:ree1nents affecting the ()ne South Van i\ess Property, (iii) threats of conden1nation with respect to the One South 
Van Ness Property, (iv) pending or threatened litigation which would have a 1naterial adverse anCct on the use. 

operation or value of the One South Van Ness Property, (v) certain environmental matters affecting the One South 
Van Ness Property and (vi) third pm1y rights to acquire an interest in the property. As such the City may be 
responsible for certain liabilities that arise with respect to the ()ne South Van l'\'ess Property. 1'he ('ity cannot make 
any assurances that any such liability v.ill not arise or that sufficient funds wi11 be available to pay costs associated 
wilh any such liability. 

Pursuant to the Van '.'Jess Purchase Agree1nent, if the Van Ness Property Owner fails to perform its obligations 
tl1ereunder (including failing to close the sale of the One South Van Ness Property to the City), the City is required 
to make written demand for perfonnance to the Van Kess Property Owner. Iftl1e Van Ness Property Owner fails to 
comply with such wnttcn demand within thirty (30) days alter receipt thereol: the City may (i) waive the default and 
proceed to close the sale of the One South Van Ness Property to the City, (ii) decline to proceed to close the sale of 
lhe ()ne South Van Ness Property to the ('ity and pursue such remedies as are available at lavv or in equity. The 
City's remedies in event of such default by the Van Kess Property Owner arc further limited as follows: (al the City 
n1ay only seek specific perfonnance for the Van Ness Property ()wner to rernove certain title exceptions; remove 
certain liens; deliver the deed, bill of sale and the assignment of leases and contracts and to pe:form the Van Ness 
Property Owner's obligations with resp::ct lo the construction of certain improve1nents as provided in the Van Ness 
Purchase Agreement and (b) the City 1n.1y seek damages subject to certain limitations. 
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The City wi 11 ohtain a policy of title insurance, has conducted a property boundary line survey and has co1npletcd a 
survey as to the One South Van :,..Jess Building's structural. n1echanical and electrical co1nponents \Vhich listed 
ce11ain deficiencies in systems that are the suhject of the renovations to the ()ne South Van '.\Jess Building described 
above. See "CERTAIN RISK FACTORS - Seismic Risks." 

Afission ,)'tree! Pro11erty 

As discussed above, the C:ity currently leases space in lhe Mission Street Building pursuant to an ()ffice Lease 
between the C:ily and G&l Mission. LLC. a Delaware limi1cd liability con1pany (the '"Mission Street Ov.:ner"), dated 
June 29. 2006 (lhe "Mission Street Lease"). Pursuant lo the Mission Street Lease the City has the righl to purchase 
the Mission Street Property (the "'Mission Street Purchase Right") pursuant to the te1ms and conditions of that 
certain Agreen1ent of Purchase and Sale for Real Estate by and bel\veen the Mission Street Owner and the City (the 
"Mission Street Purchase Agreement'} The City has exercised the Mission Street Purchase Right and has entered 
inlo the Mission Street Purchase Agree1nent. 

Pursuant to the Mission Street Purchase Agreen1ent the (~ity will purchase the fv1ission Street Property including all 
improvements. other property of the Mission Street Owner thereon and certain other agreements and intangible 
rights. The purchase price of the Mission Street Property is S40.500,000. 

The City is purchasing the Mission Street Property on an ''as is \Vith all faults" basis except with respect to certain 
representations of the Mission Street 0\vner regarding, (i) documents provided to the City, (ii) leases and 
agreements atTecting the Mission Street Property, (iii) threats of condemnation \Vith respect to the Mission Street 
Property. (iv) pending or threatened litigation vv·hich would have a material adverse affect on the use, operation or 
value of the Mission Street Properly and (v) certain environmental matters affecting lhe Mission Street Property. As 
such the City may be responsible for certain liabilities that arise with respect to the Mission Street Property. The 
C'ity cannot 1nakc any assurances that any such liability will not arise or that sufficient funds \Vil1 be available to pay 
costs associated with any such liability. 

Pursuant to the Mission Street Purchase Agreement, in the event the Mission Street Owner fails to close the sale of 
the Mission Street Property to the City. the City may either (i) terminate the Mission Street Purchase Agreement and 
recover reimbursement of certain expenses from the Mission Street Owner or (ii) bring an action against the Mission 
Street Owner for specific performance to cause lhe Mission Street Owner to close the sale of the Mission Street 
Property to the City. 

The City will obtain a policy of title insurance, conduct a property boundary line survey and has completed a survey 
as to the Mission Street Building's structural. mechanical and electrical componenls which collectively listed certain 
deficiencies in systems of the Mission Street Building that are the subject of the renovations to the Mission Street 
Building described above. See '·CERT Al" RISK FACTORS - Seismic Risks." 

Environmental Inspections 

A Phase I environmental site assessment for the One South Van Ness Property dated June 8, 2004 indicated that (i) 
the One South Van Ness Property contains two decommissioned l 0,000-gallon diesel underground storage tanks 
which were filled with a concrete slurry, closed in place in 1997 and received a notice of completion from the San 
Francisco Department of Public Health ("SFDPII") and (ii) based on the date of construction, asbestos containing 
materials and lead-containing paint may be present in the One South Van Ness Building. Based on these 
conclusions, the assessment (i) stated that because the underground storage tanks were decommissioned in 1997 in 
accordance with applicable standards and to the approval of SFDPI-1, the issue is now considered a historical 
recognized environmental condition and a de minimis condition. (ii) recommended continued implementation of the 
existing operating and maintenance plan to manage any re1naining kno\vn or assumed asbestos containing materials, 
(iii) recon1n1ended that prior to any significant remodeling or demolition, asbestos containing materials, if present, 
should be n1anaged properly and (iv) recommended that prior to any significant renovation or demolition activities, 
testing for lead-containing paint coatings should be perfonned in lhe areas to be disturbed so lead-containing paint, 
if present, can be properly managed. 

A Phase I environmental sile assessment prepared for the City regarding the Mission Street Property dated 
December 20, 2001 indicated thal (i) the current land use has low potential to impact the site's soil and ground 
water, (ii) because residual contamination re1nains in proximity of a former underground storage tank, prior to any 
soi) excavation or ground\vater extrusion. soil samples be collected and analyzed to determine proper handling and 
disposal based on the proximity of a CAFID site al 1660 Mission Street, the assessment recommended annual 
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revie\\' of the files at the San Francisco Environn1cntal l-lealth tv1anagcment ()versight Progran1 and San Francisco 
Environ111ental llealth Hazardous Materials Cnified Progra1n Agency to detern1inc whether the site has been closed 
or if further investigation has been perfonncd regarding the exlenl or contan1ination. 

Asbe.<i'tns-('011tah1ing Afaterials and Lead-C'o11ta;,1ing Paint 

1\11 environmental site assess1nent fr,r the !vlission Street Property con'-'.luded that there were no asbestos-containing 
rnaterials or lead-containing paint on the Mission Street Properly since extensive renovations were undertaken on the 
Mission Street Property after legislation had been passed prohibiting the use of asbcstos-conta1ning materials and 
lead-based paint Further, an asbestos survey conducted in 1992 did not detect any asbestos-containing 1naterials. 

A hazardous materials survey report prepared for the C'ity regarding the One South Van Ness Property disclosed 
asbestos-containing materials and lead-containing paint in various locations. 

As required hy law, !.he (~ity will be irnple1ncnting an Asbestos Operation and Maintenance Program at both the 
Mission Street Properly and the One South Van :>:ess Property. Any work lo remove loose or peeling paint 
containing concentrations of lead at 1.0 mg/c1n: or greater, or invo]ving suspect areas with said concentrations, will 
include work conducted by a licensed contractor, and by workers with the C'alifornia Department of Health Services 
certification in lea<l-reJatc<l construction, utilizing work pra'-'.tices specified in the HUD (iuidelines and in fu11 
compliance with the Cal-OSHA Lead-in Construction Standards. 

Except as described herein, lhe reports described above were not prepared fbr or by the (:i1y and no further reports 
or evaluations have been undertaken by lhe City with respect to environ1nental n1atters. 

Project Status and Final Completion Date 

"rhe tenn "'Final Completion., means the acquisition and installation of i1nprovements to and the substantial 
readiness of the Project (subject to n1i·nor architectural finish items e.g .. 'punch list' iten1s) a.; evidenced by the 
delivery of the Certificate of Final Completion. The Certificate of Final Completion is the n,Jtice filed with the 
Trustee pursuant to the Project Lease, stating lhal the Project has been completed. The ('ity anticipalcs that it will 
have use and occupancy of the Leased Property on or about May 17. 2007. The City estimates that Final 
('01npletion of the Project will occur on or about March 31. 2010. No assurances can be given that Final 
Completion of the Project will be achieved by this date. 

(REMAINDER OF PAGE lc'ITENTIONALLY LEFT BLANK) 
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ESTIMATED SOCRCES AND USES OF FUNDS 

Following is a tahlc of esti111ated sources and uses of funds with respect to the (~erlificates: 

Series 2007 A Series 20078 
C'crtificates c·e11ificates Total 

Sources of Funds: 
Certificate Par 1\1nount S 152,120,000.00 S 1.580,000.00 S 153,700,000.00 
Less: r-..:el Original lssue Discount (1,855, 753.50) ( 1,855,753.50) 

Total Sources: S 150.264.246.50 Sl,580,000.00 $151,844.246.50 

Uses of Funds: 
Prnj eet Fund S 138, 180.435.03 Sl.395,761.97 S 139,576, 197 .00 
Base Rental Fund' 1 570.087.16 6,097.22 576,184.38 
Reserve Fund 8,951.862.50 158,000.00 9,109,862.50 
Under~Titcr·s [)iscounl':' 1,213.235.20 4.345.00 1,217.580.20 
Costs of Delivery"'• 1.348.626.61 15,813.81 1,364,440.42 

1'otal U scs: $150,264,246.50 S 1,580,000.00 S 151,844,246.50 

;·:,·RcPrcscnts caPitalizcd interest for a portion ofthi: mkrc'.-t with respect to the Certificates through February 17. 2oog. 
Includes an arnount to be wired directly to f,'inancial Guaranty by the Lndcrwritcr for paymcm of th-: Municipal 13ond '.\lew Issue Insurance 
Policy for the Series 2007 A Certificates. 
Includes amounts for legal fees. Trustee·s fees and expenses, financial advisory fees. rating agency fees, appraisal..; and property condition 
report fees, escrow and title insurance fees, market study ks:s, rounding amount<;, pnnting costs and any other<lelivs:ry costs 

BASE RENTAL PAYMENT SCHEDULE 

The Project Lease requires the City to 1nake Base Rental payments in arrears on each February 25 and August 25, 
co,nmencing August 25, 2007, in payment for the use and occupancy of the Leased Property during the term of the 
Project Lease. 

The Trust Agreement requires that Base Rental payments be deposited in the Base Rental Fund maintained by the 
Trustee. Pursuant to the Trust Agree1nenL on March 1 and September I of each year, com1nencing on September 
I. 2007, the 1·rustee \.viii apply such ainounts in the Base Rental Fund as are necessary to inakc principal and interest 
payments with respect to the ('crtificatcs as the same shall bcco1ne due and payable, as sho\.vn in the follovving table. 

(REMAINDER OF PAGE INTE:\ITIONALLY LEFT BLANK) 
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SERIES 2007A CERTIFIC ,\ TF.S SERIES 20078 ( ERTIFICATES 

DEBT SERVICE SCIIEDLLE DEHT SEl-tYICE SCIIEDLLE 

Semi-Annual Semi-Annual Fiscal Year 

l'a\'·mt'ni Dalt' Principal lntere~t !!fbf St·rvice f'a}·ment Dale Prindp~11 Interest Debt St'rvicc Debt Scn·ice 

9;1107 s l ,9J(d)QJ.6 I I ! _ 93(,J193 .(, I 9/1/07 s 2.'<.9(,_\,33 23.96J .. r1 
J:1/08 3.350!)3 I .25 ; 150_1.n1.2:'i 311/1)8 41A75.!JO 4L47:'i.OO ' 5.352.463.19 

9!1/08 3350.9.,! 25 .\ 350.931.25 IJ/1108 s L5XOJlOO.OO ,11.475.00 L621A75.0o 

J/J/09 3350.<.;J!.25 J 350})11.:!5 (,.701,862.50 

911:09 $2.250,000.00 3.350.'H ! .25 .;; 60!(9.1 l.25 

J/1/10 lJ05.•f<l.25 J JllS.ll.11.25 8,906.862.50 

9/1/10 2.3<5.000.()0 3J05SJ I .25 i 640.9J 1.25 
311111 ;,259.'.'Jl.25 ."I 259.23 1.25 8.900.16250 

9/l!I I 2.-BOJlOO.OO 3.25'1,'.:J 1.25 5 (189,.?J 1.25 

J/1112 1.210.f-"11.:5 J.21\IJ,Jl.25 8,899.86:!.5() 

9!1111 2.:-.,0.000.00 3.210J,Jl.:!5 5.7"10.<13 l.25 

J/1/IJ ~.lf>(U•11.::!:'i 3.1(11.UB!.25 8.900/,62.50 

911/13 2.61\l.000.00 3.1(,{)JIJ I.:!.<: 5,790.03!.25 

J/1/14 3.09..i.:Kl.::!5 3,094,281.25 8.884 . .112.50 

9/1/14 2.7£,0.000JIO ."1.094,2Xl .25 5J.;)4 }.81.25 

J/ltl5 3.025.]8 I.::!) 3.!)25.281.25 8.879.562..50 

9/1115 2.400.000.00 .l025,'.:8 l .25 :'i,925.281.25 

J/1/16 2.974 .. "-" ! .2:'- 2.97453 J .2<: XJ.:99,81 ::!.50 

9/1/16 3.000.000.0(l 2.974,'.:,3 I .25 5,97453 l.25 

3/1117 2.K'J4,:\i 1.25 2.899.531.'.:'S X.874.062.50 

9!1117 3.ISOJHJU.00 2JN9531.25 6.049.5.1 ! 25 

3/1:18 2.820.781.25 2.82(1,78 I 25 8.870.3 ! 2 .50 

9/1/18 3.310.000.00 2.X20:1Rl.25 h.l.l0.78] 25 

3/1/11) 2, 738,0J ! .25 :>.7.lruD 1.25 8,868,8 ! 2.50 

IJ/1119 3.475.000.00 2, 738,(13 \ .25 h,21.S.OJ 1.25 

J/1/20 2,65 l, i 56.25 :>.hSl.!56.25 8,86--1,187.50 

911/20 _<J,45,000.00 2.651.t56.25 6.29(,,15(1.25 

3/1/21 2.569, ,43_75 2.509.1--13.75 X.865.300.00 

911121 3,810.()()0 00 2-569, 143.75 6.T!9.143.75 

3/1/22 2.483,'I 18.75 2.--183.--1!8_75 8.862,562.50 

9(1/22 3,980.()00.00 2.483.418.75 6.463...IIX 75 

311/23 2..\93,868.75 2,391,XOX.75 R.857,287.50 

9/1/23 4.160.000.00 2.393,808 75 (,_:i53.S68 75 

J/1124 2.300.::68.75 -:! J00,2(,8.75 8.854, 137.50 

9/1/24 4.350.000.(){) 2.J(}(L~68 75 (,.650.268 75 

J/1/25 2.191.)18.75 2.191.518.75 8,841.787.50 

9/1/25 4.565.000.00 2.19L~l8.75 f.756518.75 

3/1/26 2,088.806.25 ; .01'8}(06.25 8.845.325.00 

9/1/26 4,770,000.00 2Jl88.X06.25 f ,tl58.tW!l.25 

311}27 1.981.-181.2) 1,981 ...181.25 8J,i40.2X7.50 

9!1!27 4.985,000.00 l.9Xl.4Xl.25 f .966...181.25 

J/1/21'\ 1.869. I I X.75 1,869,3 ! 8.75 8.835.800 00 

911128 5,210,000.00 1.869,.,18.75 :.o?'l.318.75 

J/1/29 l.752.tl93.75 !.75::!.093.75 8.83 l.412.50 

(j/J/2<) 5.445.000.00 L 752Jl9J 75 ~J97.04J.7) 

:l!iiJO [,663Jil2.50 1.063.hl 2.50 8.860,706.25 

')!1130 ).620,000.00 l,(,(,J,612 50 28!.612 50 

J/1/Jl 1.572,287.50 1.572.287 50 8.855,900.00 

911/JI 5,805,000.00 1.572.287.50 "'377.287.50 

3/li32 I .477.956.25 I .477.956.25 X.855.243.75 

9/1!]2 5.995.000.(){) l.477.956.25 "'.472.95(,.25 

~\/l/33 1.335575.00 ,135.575.00 8.808,53 ! .25 

W1/J3 6.280.000.00 l.335575.00 ' 1,615.575.00 

3/1/34 J.186.425.00 ,186.425.00 8,802,000.00 

911/]4 6.575,000.(){) !,186.425.00 ' 1,761.425.00 

311135 1.038.487.50 ,()38.487.5() 8,799,912.50 

9/1/JS 6.870,000.00 IJB8.4ll.7.50 "1.908.487.50 

]/1/36 883.912.50 881.912.50 8.792.400.00 

9/1/36 7J80Jl00.0() 811.3.912.50 :l,063.9!2.50 

3/1/37 722.362.50 722J62.50 8.786.275.()0 

9/1/37 7.505Jl00.00 722.362.50 :t.227.362.50 

3/1/38 55.t500.00 553.500.00 8, 780.862.50 

9/1/38 7 .840,000.00 553.500.00 :{,393500.00 

3/1/~\9 377.!0000 .!77.100 00 8.770.600.00 

9/1139 Kl QS.000.00 377.100.00 :{,572,100 ()() 

3/1140 !4L7\2.50 192,712.50 8.764.812.50 

9/1140 r:5n5.ono.oo 192.712.50 :{,757.7!2 50 8,757, 7 ! 250 

Total $152. L'.0,000.0ll Sl42J-iS6.356.I I S295Jl06.356. ! I :!, 1.580.000.00 $106,913.33 $!,686/cll3 .. <.1 $2:95Jl7\, 794.44 

19 



CERTAIN RISK FACTORS 

THIS SECTION PROVIDES A GENERAL OVERVIEW OF CERTAl'.'11 RISK FACTORS. THIS SECTION 
IS NOT MEANT TO BE A COMPREHENSIVE OR DEFINITIVE DISCUSSION OF THE RISKS 
ASSOCIATED WITH AN INVESTMENT IN THE CERTIFICATES AND THE POTENTIAL INVESTORS 
l'.'i THE CERTIFICATES ARE ADVISED TO CONSIDER THE FOLLOWING FACTORS, AMONG 
OTHERS, AND TO REVIEW THIS ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION 
ESSEl'\TIAL TO THE MAKll'\G OF AN INFORMED !!'\VESTMENT DECISIOI'\. ANY O'.'IE OR MORE 
OF THE FACTORS DISCLSSED BELOW, AMO'IIG OTHERS, COULD AFFECT THE MARKET VALUE 
Al'\'DIOR THE MARKETABILITY OF THE CERTIFICATES. THERE CAN BE NO ASSURANCE THAT 
OTHER RISK FACTORS NOT DISCUSSED HEREIN WILL 'liOT BECOME MATERIAL IN THE 
FLTURE. 

Lease Obligation 

THE CERTIFICATES REPRESENT AND ARE PAYABLE SOLELY FROM BASE RENTAL PAYMENTS 
MADE BY THE CITY PURSUANT TO THE PROJECT LEASE AND AMOUNTS HELD IN THE RESERVE 
FUND AND THE BASE RENTAL FUND ESTABLISHED PURSUANT TO THE TRCST AGREEMEJ\T, 
SUBJECT TO THE PROVISIONS OF THE TRCST AGREEMENT PERMITTING THE APPLICATION OF 
SCCH AMOUNTS FOR THE PURPOSES A\'D ON THE TERMS AND CONDITIONS SET FORTH IN THE 
TRl;ST AGREEMENT. THE CITY SHALL BE OBLIGATED TO MAKE RE'JT AL PAYMENTS SUBJECT TO 
THE TERJvlS OF THE PROJECT LEASE. A'JD NEITHER THE CITY NOR ANY OF ITS OFFICERS SHALL 
INCUR A\'Y LIABILITY OR ANY OTHER OBLIGATION WITH RESPECT TO THE DELIVERY OF THE 
CERTIFICATES. 

Project Lease Payments Not Debt of the City 

THE OBLIGATION OF THE CITY TO MAKE THE RENTAL PAYMENTS DOES NOT CO'IISTITUTE 
AN OBLIGATION OF THE CITY FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE 
A'liY FORM OF TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM Of' 
TAXATION. THE OBLIGATIOI'\ OF THE CITY TO MAKE RE'<TAL PAYMEl'\TS DOES 'IOT 
COl'iSTITUTE A DEBT OR 11'\DEBTEDNESS OF THE CITY, THE STATE OR Al'iY OF ITS POLITICAL 
SUBDIVISIONS WITHll'i THE MEANING OF ANY COl'\STITUTIONAL OR STATUTORY DEBT 
LIMITATION OR RESTRICTIO'I. 

Subject to certain restrictions of the Charter of the City (the "Charter"), the City may incur other obligations which 
111ay constitute additional charges against its revenues. To the extent that the City incurs additional obligations. the 
funds available to make Rental Payments may decrease. The City is currently liable on other obligations payable 
from general revenues. See "APPENDIX A - CITY AND COUNTY OF SA:s; FRANCISCO · ORGANIZATION 
A:s;D FJ'JANCES - STATEMENT OF DIRECT AND OVERLAPPING DEBT AND LONG-TERM 
OBLIGATIOKS," "- GENERAL OBLIGATION BONDS AUTHORIZED BUT KOT ISSUED" and "-LEASE 
PAYME:s;TS AND OTHER LONG-TERM OBLIGATIONS." See also "APPE'JDIX C COMPREHENSIVE 
Al\NUAL Fl\'A:s;CJAL REPORT OF THE CITY A\'D COUNTY OF SAN FRANCISCO FOR THE FISCAL 
YEAR ENDED Jt;NE 30, 2006." 

Abatement 

1'he obligation of the City under the Project Lease to make Base Rental payments is in consideration for the use and 
right of occupancy of the Leased Property and may be abated in whole or in part if the City does not have full use 
and right of occupancy of !he Leased Property, and if !he Leased Properly then available for beneficial use and 
occupancy by the City has an aggregate fair rental value below the amount of the applicable Base Renlal payments. 
The Cily anticipates that it will have use and occupancy of the Leased Property on or about May I 7, 2007. No 
assurances can be given that the City will have full use and occupancy of the Leased Property on or after May 17, 
2007. Base Rental payments under the Project Lease (which are contingent on use and occupancy of the Leased 
Property) are expected to be paid in part from capitalized interest through February 17, 2008. There can be no 
assurance. however. that delays including, bu! not limited to (i) delays in the acquisition oflhe Leased Premises, (ii) 
construction delays caused by inclement weather, natural disaster. contractor claims, labor disputes, the discovery of 
additional hazardous materials or (iii) other factors, inc]uding cost overruns, as discussed below, will not delay Final 
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(:01npletion of the Project or the C'ity's use and oct:upancy of the Leased Pre1niscs. C'ertain risks arc exacerbated by 
the significant time period between the ,ale of the Certificates an<l the anticipated dale of Final Completion. 

If Base Rental pay1ncnts are abated, no assurances can be given that n1onies on deposit in the Base Rental Fund and 
Reserve Fund or lhc proceeds of rental interruption insurance \vill be sufficient to pay the debt ~.ervice \Vith respet:t 
to the (:crtificates. In addition, even if such amounts are sutlicient to 1nakc such pay1nents, monies remaining in the 
Reserve Fund atler such pay1nents 1nay ·Je less than the Reserve R.equirement. 

The amount of Base Rental pay1nents due under the Project Lease will be abated during any period in \Vhich by 
reason of damage, destruction. condemnation or title <lefet:t there is substantial interference with the use .tmd right of 
occupancy of the Leased Property or any portion thereof. Such abate1nent will continue for the period commencing 
with the date of such datnage, dcstruc'.ion, conde1nnation or title defect and will end with the restoration of the 
Leased Property or any portion thereof to useable condi1ion or correction of the title defect. Rt:serve Fund monies 
and the proceeds of rental interruption insurance 1nay he used hy the Truslee lo 111akc pay1nents \Vith respect to the 
Certifit:ates if Base Rental payn1ents received hy the Trustee are insufficient to pay principal or interest with respect 
to the Certifit:ates as such a1nounts becon1e due. If damage. destruction. condemnation or title defect \\'ith 
respect to the Leased Property or an:, portion thereof results in abatement of Base Rental payments and the 
resulting Base Rental payments, together with n1onies in the Reserve Fund. are insufficient to make all 
payments with respect to the Certiti<:ates during the period that the Leased Property, or portion thereof, is 
being restored, then all or a portion of such payments may not be made and no remedy is available to the 
Trustee or the Owners under th< Project Lease or Trust Agreement for nonpayment under such 
circumstances. Failure to pay principal of, premium. if any, or interest with respect to tile Certificates as a 
result of abatement of the City"s obliRation to make Rental Payments under the Project Lease is not an event 
of default under the Trust Agreement or the Project Lease. 

Notwithstanding the provisions of the Project Lease and the Trust Agree1nent specifying the ex1cn1 of abatement in 
the event of the City':,; failure to have u~.e and possession of the Leased Property. such provisions 1nay be superseded 
by operation of law, and, in such event, the resulting Base Rental payments of the ('ity may not be sufficient to pay 
all or that portion of the remaining principal and interest evidenced and represented by the Ccrlificates. 

Delayed Acquisition of the Leased Property 

The City anticipates that it will have acquired and have use and occupant:y of the Leased Property on or about 
May 17, 2007. Base Rental payments under the Project Lease (v,rhich are contingent on use and occupant:y of the 
Leased Property) are expected to he paid in part from capitalized interest through February 17, ,008. There can be 
no assurance, ho\vevcr, that delays in acquiring the Leased Pre1nises, including, but not li1niled to (i) the failure or 
delay of the Van Ness Property Owner to close the sale or the One South Van 1'ess Property to the City on a timely 
basis as provided in the Van ~ess Purchase Agreement (see "THE PROJECT Project Acquisition Terms - The 
()ne South Van Ness Property" herein). (ii) the tltilure or delay of the Mission Street ()wner to ·.:lose the sale of the 
Mission Street Property to the C'ity on a ti1nely hasis as provided in the Mission Street Purch:1se Agree1nen1 (see 
'·TJ1E PR()JECT - Project Acquisition Terms - 'I'he Mission Street Property" herein) will not delay the execution 

and delivery of the Certificates. 

Limited Recourse on Default; Reletting of the Leased Property 

The enforcen1cnt of any ren1edies provided for in the Project Lease and in the Trust Agreement could prove to be 
both expensive and tlme consuming. PJthough the Project Lease and the l'rust Agreement provide that if there is a 
default by the City, the Trustee may take possession of and rel ct lhe Leased Properly for the account of the City, no 
assurance can be given lhat the amounts received from such reletting vvould be suflicient to pay the principal of and 
interest evidenced and represented by the (~ertificates when due. ln addition, the Trust Agree1nent provides that no 
remedies such as reletting may be e>.ercised so as to cause the interest w1th respect to the Certificates to be 
includable in gross inco1ne for federal inco1ne tax purposes or subject to State personal inco1ne tc.xes. 

The Project Lease provides that any renedics on default shall be exercised by lhe Trustee. upon the occurrence and 
continuance of the C:ity's fililure to deposit with the Trustee any Base Rental and/or Additional Rental payments 
when due, or if the City breaches any other terms, covenants. conditions or agreements cont.tined in the Project 
Lease ( and does not re1nedy such breai::h within 60 days after nolice thereof or. if such breach cannot be remedied 
within such 60-day period, the City fa1 ls to take corrective action within such 60-day period and diligently pursue 
the srune to completion), the Trustee may proceed (an<l, upon written request of the O\vners of not less than a 
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n1ajority in aggregate principal a1nount of Certificates then outstanding, shall proceed), without any further nolice: 
(i) to reenter the Leased Property and without terminating the Projecl Lease, re1et the Leased Property as the agent 
and for the account of the (~ity upon such terms and conditions as the Trustee may dee111 advisable or (ii) Lo enforce 
all of its rights and remedies under the Project Lease, including the right to recover Base Rental paytnents as they 
become due. by pursuing any remedy avai]able in law or in equity. 

The ability of the Trustee to exercise remedies in the event of a default under the Project Lease may be especially 
difficult because of the essential nature of the Project and its commercial value. (:onsequent1y, the Trustee may find 
it more <li tlicult time consutning or expensive to exercise its legal re1ncdies than in a lease structure that did not 
involve essential governmental services. Conscquent]y, it is likely that the Trustee's only practical re1nedy will be 
to sue the C:ity as rent bccon1es due and i1 will be unable to exercise upon the co11ateral and take possession of, and 
relct. the Project and/or the Leased Property. If the Trustee is unable to take possession and relct the Project and!or 
the Leased Property, the holders of the Certificates 1nay not receive payn1cnt of principal, pre1nium. if any, or 
interest evidenced by the (:ertiticates, or such payment may be delayed. 

In addition to the limitations on retnedies contained in the Project Lease and the Trust Agree1ncnt, the rights and 
remedies provided in those documenls 1nay be limited hy and are subject to provisions of federal bankrup1cy laws. 
as no\\/ or hereafter enacted, and to other laws or equi1able principles that may affect creditors' rights, 

Reserve Fund 

At the time of delivery of the Certificates. the separate accounts in the Reserve Fund will be funded in an amount 
equal to the Reserve Requirement. As of the date of delivery of the Certificates the Series 2007 A Reserve 
Requirement is equal to $8,951.862.50 and the Series 2007B Reserve Requirement is equal to S l 58,000.00. In the 
event of abatement or default. the a1nounts on deposit in the Reserve Fund may be significantly less than the amount 
of Base Rental due at the time of aba1e1nent or default. 

l\o Acceleration on Default 

In the event of a default. there is no remedy of acceleration of the total Base Rental payments for the term of the 
Project Lease. Any suit for 1noney da1nages vvould be subject to the ]egal lin1itations on ren1edies against charter 
cities and counties in the State. including a lin1itation on enforcement of judgments against funds needed to serve the 
public welfare and interest. 

Release and Substitution of the Leased Property 

The Project Lease permits the release of portions of the Leased Property or the substitution of other real property for 
all or a portion of the Leased Property. See "APPENDIX D- SUMMARY OF CERTAIN PROVISIONS OF THE 
TR UST AGREEMENT. THE PROPERTY LEASE AND THE PROJECT LEASE - The Project Lease - Addition, 
Release and Substitution." Although the Project Lease requires that the substitute property have an annual fair 
rental value upon becoming part of the Leased Property equal to the maximum annual a1nount of the Base Rental 
payments remaining due with respect to the Leased Property being replaced. ii does not require that such substitute 
property have an annual fair rental value equal to the total annual tair rental value at the time of replacement of the 
Leased Property or portion thereof being replaced. In addition, such replacement property could be located 
anywhere within the City's boundaries. Therefore. release or substitution of all or a portion of the Leased Property 
could have an adverse effect on the security for the Certificates. 

Seismic Risks 

The City is in a seismically active region of California. During the past 150 years, the San Francisco Bay Area has 
experienced several major and numerous minor earthquakes. The largest v,,ras the 1906 San Francisco earthquake 
along the San Andreas Fault with an estimated magnitude of 8.2. Another was the 1868 Hayward earthquake along 
the Hayward Fault. The most recent significant earthquake was the l 989 Loma Pricta earthquake with a mab'flitude 
of 7.1 and an epicenter near Santa Cruz, approximately fifty-five (55) miles south of San Francisco. The San 
Andreas Fault lies 7.5 miles immediately west of the City, and the Hayward Fault is approximately l LS miles to the 
east. According to a recent study by the United States (Jeo]ogical Survey, there is a sixty-seven percent (67o/o) 
probability of another earthquake the size of the Loma Prieta earthquake within the next thirty (30) years. This 
study states that the next earthquake will most likely occur farther north than the Loma Prieta earthquake, 
somewhere between San Jose (approximately forty-five (45) miles south of San Francisco) and Santa Rosa 
(approximately fifty (50) miles north of San Francisco). Such an earthquake would cause more damage than the 

22 



Loma Prieta earthquake because the epicenter vvoul<l b1..· closer to San Francisco. A significant earthquake along 
these or other faults is probable during the period the Certificates will be outstanding under the Trust Agreement 

The City's seismic code requirements changed in July 1999, causing all buildings built prior to July 1999, including the 
Van '.'Jess Building and the tvlission Stn:et Building to no longer n1eet seismic code requirement..;. However, under 
Section 104(t) of the City's lluil<ling ('ode. a property will not be required lo n1cel the City's nc,v 1999 scismi1,; code 
require1nents where there is no significant change of use, addition to the prope11y or substantial rehabilitation. The 
i1nproven1enls to the Van Ness Huilding and the Mission Street Building will not require the Van ~~ess Building or lhe 
ivtission Street Bui]ding to be retrofil to con1ply ,vith the 1999 seis1nic code require1nents. 

In a Building Evaluation Reporl prepared by the ('ity"s Municipal Transportalion Agency it is reported that a prior 
Seismic Risk Assessment Report concluded that a substantial property loss in the tens of millions of dollars could be 
exp~cted afler a rn.:tjor seismic event unle!;s the seistnic pert'ormance level is improved. 

ln connection vvith lhe purchase of the Mission Street Property the (:ity's Bureau of Architecture prepared a report 
regarding the structural and seisn1ic aspects of the Mission Street Building. The Bureau of r\rchitecture reported that tvvo 
studies to dctennine the Probable Maxin1um Loss in a seis111ic evt:nt of the Mission Street Property had been conducted 
in 2001 and in 2006. The Bureau of llrchileclure reports that both studies concluded that, while the Mission Streel 
Building has no major deficiencies. it ex:1ibits some vulnen.1bililies and could suffer 1noden1tely lov: da1nage. described 
as localized da1nage to structural cornponents, exterior cladding and interior pal1itions and ceilings after a seis1nic event 

In the Project Lease, the City covenan1s to obtain earthquake insurance, but only to the extent it is com1nercially 
available. and such earthquake insurance is not required if the City's Risk Manager files a written reco1nn1endation 
annually with the Trustee that such insurance is not obtainable in reasonable arnounts at a reasonable cost. The City 
does not initially anticipate obtaining earthquake insurance for the Project because the City has determined that it is 
not available at commercially reasonable rates. In addition, if the Property were da,naged or destroyed in an 
earthquake, the rental interruption insurance ,vould not provide coverage for any abaten1ent of Rental Pay1nents and 
the City would have no obligation to repair such da1nage. However, any damage or destruction directly caused by 
fire or other events covered by the (~ity's property insurance 1nay be insured even if such fire or other events are 
indirectly caused by earthquake. See "THE PROJECT' herein. Accordingly, the risk that the Leased Property may 
be damaged or destroyed and the risk of a consequent abatement of Base Rental pay1nents \Vith respect thereto 

should be considered. 

Risk Management and Insurance 

The Project Lease obligates the City lo 1naintain and keep in force various forms of insun:.nce on the Leased 
Property for repair or replacement in the event of da1nage or destruction to the Leased Property. The City is also 
required to n1aintain rental interruptior insurance. The Projecl Lease allows the City to insure against any or all 
risks, except rental interruption and title defects, through an alternative risk management progran1 such as self-
insurance. 1'hc City makes no representation as lo the ability of any insurer to fulfill its ohligalions under any 
insurance policy provided for in the Project Lease and no assurance can be given as to the adequacy of any such 
insuran<.:e to fund necessary repair or replaceincnt or to pay principal of and interest \A·ith respect to the C~crtificates 

when due. 

The City employs a fu1l-ti1ne Risk Manager, as well as safety and loss control professionals, fbr the prevention and 
n1itigation of property, Jiahility and err:.ployee claims for injury or dan1age. The ('ity has maintained a program or 
self-insurance for many years for the above types or claiins, including annual appropriations fOr self-insured losses 
and professiona1 staff for investigation and legal defense of clain1s and litigation. 

State Law LJmitations on Appropriations 

Article XIII B of the State Constituticn limits the amount that local governments can appropriate annually. The 
ability of the City to make Base Rental payments may be affected if the City should exceed its appropriations limit. 
The State may increase lhe appropriati.:)n limit of counties in the State by decreasing the State's o\vn appropriation 
limit. The City does not anticipate exceeding its appropriations lin1it in the foreseeable future. See 
·'CONSTITUTIONAL AND STATUTORY TAX LIMlTAT!ONS - Article Xlll B of!he California Constitution" 

herein. 

23 



Change in Law 

No assurance can be given that the State or the City electorate will not at some future tin1e adopt initiatives or that 
the State Legislature or the ('.ity's Board of Supervisors (lhc '"Board'') vvill not enact legislation that will a1ncnd the 
la\vS of the State ('onstitution or the Charter, respectively, in a 1nanner that could result in a reduction of the City's 
general ttln<l revenues and therefore a reduction of the funds legally available to the C'.ity to rnake Base Rental 
payments. Sec, frir example, "CONSTITUTIONAL AND STATLTORY TAX LIMITATIONS - Ar1icles XIII C 
and Xll[ D of the California Constitution" herein. See also "APPENDIX A - RISK RETENTIO:-; PROGRAM." 

Bankruptcy 

In addition to the limitations on ren1edies contained in the 1'rust Agreement and the Project Lease. the rights and 
rcn1cdics in the Trust .~greemcnt and the Project Lease 1nay be limited and are subject to the provisions of federa] 
bankruptcy la\vs. as no\v or hereafter enacted, and to other lav..'s or equitable principles that may affect the 
enforcement of creditors' rights. 

Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), which govems tl1e bankruptcy proceedings 
for public agencies such as the City. there are no involuntary petitions in bankruptcy. If the City were to file a 
petition under Chapter 9 of the Bankruptcy Code, the Certificate holders and the Trustee would be prohibited from 
taking any steps to enforce their rights under the Project Lease and fro1n taking steps to collect a1nounts due from 
the City under the Project Lease. 

All legal opinions with respect to the Certificates, the enforceability of the Trust Agreement and the Project Lease 
\\.:ill be expressly subject to a qualification that such agreements may be limited by bankruptcy, reorganization, 
insolvency, moratorium or other si1nilar la,~,s affecting creditors' rights generally and by applicable principles of 
equity if equitable remedies are sought. 

Loss of Tax Exemption 

The portion of the Base Rental Payments designated as and comprising interest and received by the Owners of the 
Series 2007 A Certificates could become includable in gross income for purposes of federa] income taxation 
retroactive to the date such Series 2007 A C~ertificates \Vere executed and delivered as a result of future acts or 
omissions of (i) the City in violation of their covenants contained in the Trust Agree111ent. the Project Lease or the 
tax certificate or (ii) certain 50 l ( c )( 3) Tenants in violation of their covenants contained in certificates executed in 
connection with the Series 2007 A Certificates. Should such an event of taxability occur, the Series 2007 A 
Certificates are not subjecl to n1andatory prepayment or any increase in interest rate and will remain outstanding 
until maturity or until prepaid under one of the prepayment provisions contained in the Trust A.gree1nent. 

Potential Increases in Retirement Costs 

The City's required contribution for employee retirement costs has significantly increased over the last few years. 
See "APPE:-;DJX A RETIREMENT SYSTEM". In addition, pursuant to Governmental Accounting Standards 
Board Statement 45 ("GASB 45") the City will be required to account for other post-employment benefits through 
actuarial methods similar to those required to be en1ployed for the analysis of pension fund liabilities and perform an 
actuarial study of such liabilities every two years beginning in Fiscal Year 2009. See ''APPENDIX A - MEDICAL 
BEKEFITS". There can be no assurances that these City obligations ,vill not continue to materially increase, or that 
such increases will not materially affect the City's financial condition. 

COI\STITUTIOI\AL AND STATUTORY TAX LIMITATIO'.'IS 

Several constitutional and statutory limitations on taxes, revenues and expenditures exist under State Jaw which 
limits the ability of the City to impose and increase taxes and other revenue sources and to spend such revenues, and 
which, under certain circumstances, would permit existing revenue sources of the City to be reduced by vote of the 
City e]ectorate. These constitutional and statutory limitations, and future limitations, if enacted. cou]d potentially 
have an adverse impact on the (~ity's general finances and its ability to raise revenue, or maintain existing revenue 
sources, in the future. A summary of the currently effective limilations is set forth below. 
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Article XIII A of the California Constitution 

Article XIII A of the California Constitution, known as Proposition I 3, was approved by the California voters in 
June of 1978. h limits lht: an1ount of ad valorc1n tax on real properly to Jl~,o of '·full cash value.'' as determined by 
the county assessor. Article Xlll A defines "full cash value'' to n1can the county assessor's valuation of real property 
as sho\vn on lhc 1975-76 tax bill under "full cash value." or thereafter, the appraised value of ::ea] propc1iy when 
''purchased, newly constructed or a change in ownership has occurred'' (as such terms are used in Article Xlll .A.) 
after the 1975 assess1ncnL Furthermore. all real property valuation n1ay be increased to reflect the inflation rate. as 
sho,vn by the consumer price index or cn1nparable data, in an an1ount not to exceed 21

}~1 per year. or may be reduced 
in the event of declining property values caused by d:unagc, destruction or other faclors. Article )(III A provides that 
the I% limitation does not apply to ad valorem taxes to pay interest or redemption charges on (I) indebtedness 
approved by the voters prior to July I, l'J78, (2) any bonded indebtedness for the acquisition or improvement of real 
properly approved on or atlcr July 1, 1978, by t\vo-thirds of the votes cast hy the voters voting on the proposition, or 
(3) bonded indebtedne:.,;s incun·ed hy a school district or co1n1nunity college district fl.n the construction, 
reconstruclion. rehabililation or replaccn1ent of school facilities or the acquisition or lease of real property for school 
fllcilities, approved by 55~;0 of the voters of the district voting on the proposition, hul only if certain accountability 
measures are included in the proposition. 

Since its adoption .. ..\rlicle XIH .A. has b1!en amended a nutnber of tin1cs. These a1nend1nents have created a nuinber 
of exceptions to the requirc1nent that property be assessed \.vhen purchased, newly construcied or a change in 
O\vnership has occurred. These exceptions include certain transfers of real property bet\vecn fa1nily 1nc1nbers, 
ce1iain purchases ofreplace1nent dwellings for persons over age 55 and by property owners who:,e original property 
has been destroyed in a declared disai,ter and certain i1nprove1nents to accoinmodale disabled persons and for 
seis111ic upgrades to property. ·rhese an1end1nenls have resulted in 1narginal reductions in the properly lax revenues 

of the City. 

Both the State Supreme Court and the United Stales Supreme Court have upheld the validity of Article Xiii A. 

Article XIII B of the California Constitution 

Article XIII B of the California Constitution limits the annual appropriations from the proceeds of taxes of the State 
and any city, county. school district, authority or other political subdivision of the State to the level of appropriations 
for the prior fiscal year, as adjusted for changes in the cost of living, population and services rendered by the 
govcmn1ental entity. However. no lin1it is i1nposed on the appropriation of local revenues and taxes to pay debt 
service on bonds existing or authorized by January l, I 979, or subsequently authorized by the vuters. Article XIII B 
includes a require1nent that if an entity's revenues in any year exceed the amount pennitted to be spent, the excess 
would have to be returned by revising tax or fee schedules over the next two years. 

See "APPENDIX C .. COMPREl!ENSiVE AI\NUAL FINANCIAL REPORT OF THE CITY A:-;D COLt\TY OF 
SAi\ FRANCISCO FOR TIIE FISCAL YEAR ENDED JUNE 30, 2006" for infonnation on the City's 

appropriations limit. 

Articles XIII C and XIII D of the California Constitution 

Proposition 218, approved by the vot,,rs of the State in 1996, added Articles XIII C and XIII D to the State 
Constitution, which affect the ability cf local governments, including chat1er cities such as the City, to levy and 
collect both existing and future taxes, assessments, fees and charges. Proposition 218 does not affect the levy and 
collection of taxes on voters-approved (.ebt once such debt has been approved by the voters. I-lo\.vever, Proposition 
218 affects the City's finances in other ways. Article XIII C requires that all new local taxes be submitted to the 
electorate for approval before such taxes become effective. Under Proposition 218, the City cm only continue to 
collect taxes that were imposed after January l, 1995 if voters subsequently approved such taxes by November 6, 
1998. All of the Cii-y' s local taxes SL,bject to such approval either have been reauthorized in accordance with 
Proposition 218 or discontinued. The voter approval requirements of Article Xiii C reduce the City's flexibility to 
1nanage fiscal proble1ns through new, extended or increased laxes. No assurance can be given that the ('.ity will he 
able to raise taxes in the ruture to 1neet increased expenditure require1nents. In addition. Artic]e :(Ilf C addresses the 
initiative pov.:er ln n1aners of local taxe:;;, assessments, fees and charges. Pursuant to .<\rticle XII](~, the voters of the 
City could, by inilialive, repeal. reduce or limit any existing or future local tax, assessment, fee or charge, subject to 
certain li1nitations imposed by the courts and additional lin1ilalions with respect to taxes levied lo repay bonds. The 
City raises a substantial portion of its revenues fron1 various local taxes which are not levied to repay bonded 
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indebtedness and which could be reduced by initiative under :\rticle XIII C. No assurance can be given that the 
voters of the City will not approve initiatives that repeal, reduce or prohibit the ilnposition or increase of local taxes, 
assessments. fr,es or charges. See APPENDIX !\-"CITY AND COCNTY OF SAN FRANCISCO· Organization and 
Finances-Other (~ity Tax Revenues" for a discussion of other c:ity taxes that could be affected by Proposition 218. 
With respect to the City's general obligation bonds, the State Constitution and the laws of the State impose a duty on 
the Board to levy a property tax suflicient to pay debt service coming due in each year; the initiative po\ver cannot 
be used to reduce or repeal the authority and obligation to levy such taxes which are pledged as security for payment 
of the (:ity's general obligation bonds or to otherwise interfere with performance of the duty of the City with respect 
to such taxes which are pledged as security for payment of those bonds. 

Article Xlll D contains several provisions 1naking it generally more difficult for local agencies, such as the City, to 
levy and maintain "assessments" (as defined in Article XIII D) for local services and programs. The City cannot 
predict the future impact of Proposition 218 on the finances of the C:ity, and no assurance can be given that 
Proposition 218 \Vill not have a n1atcrial adverse i1npact on the c:ity 's revenues. 

Statutory Limitations 

On l\ovember 4, 1986, California voters adopted Proposition 62, an initiative statulc that, among other matters, 
requires (i) that any new or increased general purpose tax he approved by a two-thirds vote of the local 
governmental entity's legislative body and by a tnajority vote of the voters, and (ii) that any ne\v or increased special 
purpose tax be approved by a two-thirds vote of the voters. 

ln Santa Clara Co11nty Local han.11,ortation Authority v. G11ardino. 11 Cal. 4th 220 (1995) (the "Santa Clara 
decision"), the California Supreme Court upheld a Court of Appeal decision invalidating a one-half cent countywide 
sales tax for transportation purposes levied by a local transportation authority. The C'alifornia Supreme Court based 
its decision on the fi1ilure of the authority lo obtain a two-thirds vote for the levy of a "special tax"" as required by 
Proposition 62. The Santa ('Iara decision did not address the question of whether it should be app1ied retroactively. 
In McBrearty v. Citv ofBrawleF (1997) 59 Cal. App. 4th 1441, the Fourth District Court of Appeal concluded that 
the Santa Clara decision is to be applied retroactively to require voter approval of taxes enacted after the adoption of 
Proposition 62 but before the Santa Clara decision. 

The Santa Clara decision also did not decide, and the California Supreme Court has not otherwise decided, whether 
Proposition 62 applies to charter cities. The City is a charter city. Cases decided by the California Court of Appeals 
have held that the voter approval requircinents of Proposition 62 do not app1y to certain taxes in1posed by charter 
cities. See, Fielder v. Citv of Los Angeles ( 1993) 14 Cal. App. 4th 137 and Fisher v. County of Alameda (1993) 20 
Cal. App. 4th 120. 

Proposition 62 as an initialivc statute does not have the same level of authority as a constitutional initiative, but is 
analogous to legislation adopted by the State Legislature, except that it may be amended only by a vote of the State's 
electorate. Since it is a statute. it is subordinate to the authority of charter cities, derived fro1n the State Constitution, 
to impose taxes. Proposition 218, hovvever, incorporates the voter approval require1nents initial1y itnposed by 
Proposition 62 into the State c:onstitution. For a discussion of taxes affected by Proposition 218 see .. Articles XJII C 
and XIII D of the California Constitution" above. 

Even if a court were to conclude that Proposition 62 applies to charter cities, the City's exposure would be 
insignificant. The effective date of Proposition 62 was !\ovember 1986. Proposition 62 contains provisions that 
apply to taxes imposed on or after August 1, 1985. Since August I, 1985. the City has collected taxes on businesses, 
hotel occupancy, utility use, parking, property transfer, stadium admissions and vehicle rentals. Only the hotel and 
stadiu1n admissions taxes have been increased since that date. The increases in these taxes were ratified by the voters 
on November 3, 1998 pursuant to a requirement in Proposition 218. With the exception of the vehicle rental tax, the 
City continues to collect all of the taxes listed above. Since these rc1naining taxes were adopted prior to August 1. 
1985, and have not been increased, these taxes would not be subject to Proposition 62 even if Proposition 62 applied 
to a charter city. See .. APPENDIX A-CITY A~D COCNTY OF SA!\ FRA~CJSCO-Organization And 
Finances ··Other City ·rax Revenues." 

26 



Proposition 11\ 

Proposition L!\, proposed by the State's h:gitdature in connection with the State's fiscal Year ~004-05 Budget 
approved by the voters in l\ovember 2004, provides that the State may not reduce any local ,;ales tax rate, limit 
existing local govcrn111ent authority to levy a sales tax rate or change the allocation of local sales tax revenues, 
subject to certain exception~. Proposition I A generally prohibits lhe Stale fro111 shifting to schools or co111munity 
colleges any share of properly tax revenues allocated to local govern1nents for any fiscal year, a~ set forth under the 
la\vs in effect as of >.:ovember 3, 2004. Any change in the allocation of property tax revenues among local 
govenunents within a county must be approved by t\vo-thirds of both houses of the Legislatcre. Propot->ition IA 
provides, hov.:ever. that beginning in fiscal year 2008-09, the State 1nay shifl to schools and community colleges up 
to 8~;;) of local government property tax revenues, which atnount n1ust be repaid, with interest, \.\'ithin three years, if 
the Governor proclaims that the shift is needed due to a severe state financial hardship, the shilt is approved by two
thirds of both hou::;es and ce1tain other conditions are 1net. ·rhe State n1ay also approve voluntary exchanges of local 
sales tax and property tax revenues an1ong local governn1ents within a county. Proposition IA ,Jso provides that if 
the Stale reduces the annual vehicle license fee rate currently in effect, 0.65 percent of vehicle v:;Jue, the State must 
provide local govern1nents with equal replacement revenues. Further, Proposition lA requires the State, beginning 
July 1, 2005, to suspend State n1andate.; affecting cities. counties and special districts, excepting mandates relating 
to employee rights, schoo]:-. or community colleges, in any year that the State does not fu:ly reimburse local 
govcrrnnents for their costs to comply ~·ith such mandates. 

Proposition IA may result in increased and n1ore stable ('ity revenues. The 1nagnitude of such ircrease and stability 
is unkno\vn and would depend on future actions by the Stale. llowever, Proposition I A could also result in 
decreased resources being available for State progran1s. 'I'his reduction, in turn, could affect actions taken by lhe 
Stale to resolve budget diflicu]ties. Such actions could include increasing State taxes, decreasing spending on other 
Stale progra1ns or other action, some of\vhich could be adverse to the City. 

Future Initiatives 

Articles XIII A, XIII 8, XIII C and XIII D and Propositions 62 and IA were each adopted as measures that qualified 
for the ballot pursuant to the State's initiative process. Fron1 ti1nc to ti1ne other initiative n1easun:s could be adopted, 
further affecting revenues of the City or the City's ability to expend revenues. 1'he nature and i,npact of these 
1neasures cannot be anticipaled by the c·ity. 

THE CITY 

for further information about the Cil), see ··APPENDIX A - CITY Al\D COUNTY OF SAN FRANCISCO -
ORGANIZATION AND FINANCES."' "'APPENDIX B - CITY AND COUNTY OF SAN FRANCISCO -
ECONOMY AND GENERAL INFORMATION" and "APPEI\DIX C - COMPREIIENSIVE ANNUAL 
FINAI\CIAL REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR TllE FISCAL YEAR 
ENDED .JUNE 30, 2006." 

TAX MATTERS 

In the opinion of~ixon Peabody LLP .::.nd QUATEMAN LLP, Co-Special Counsel, under existing ~lalutes, regulations, 
rulings and court decisions, the portion of each Base Rental pay1nent due under the Project Lease designated as and 
comprising interest and received by tne Owners of the Series 2007 A Certificates (the "Se:ies 2007A Interest 
Portion") is excludable from gross income for federal income tax purposes pursuant to Section l,J3(a) of the Internal 
Revenue Code of 1986, as amended ( the "Code''), In addition, Co-Special Counsel is of the opinion that the portion 
of the Project Lease allocable to the Series 2007A Certificates is not a "private activity bond" within the meaning of 
Section 141 ( a) of the Code and. therefore, the Series 2007 A Interest Portion of each Base Rental payment is not a 
specific ite1n of tax prefCrence for purposes of the ('ode's alternative minimu1n tax provisions. 1:..io\vever, the Series 
2007 A Interest Portion of each Base Rental pay1nent received by or allocated to a corporation will be included in 
adj us led current earnings fOr purposes (If con1puting such corporation's alternative minimum tax liability. 

Co-Special Counsel is also of the opinion that the portion of each Base Rental payment due under the Project Lease 
designated as and comprising interest and received by the Owners of the Series 20078 (~crt:.ficates (the "Series 
2007B Interest Portion'') is included in gross inco1nc for federal income tax purposes. 
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Co-Special Counsel is further of the opinion that the portion of each Base Rental payment due under the Project 
Lease designated U$ and coinprising interest and n:ccivcd by the Ov.1ncrs of the Certificates is cxc1npt fro1n personal 
inco1ne taxes of the State under present State law. 

In rendering such opinions, (~a-Special Counsel will rely upon representations and covenants of the City and certain 
50l(c)(3) Tenants in the Trust Agreement and in or atlached 10 !he City's Tax Certificate (as applicable) concerning 
the use of the facilities financed ,vith C'crtificate proceeds, the investment and use of c:crtificate proceeds and the 
rebate to the f'ederal govern1nent of certain earnings thereon. (\>-Special Counsel will also rely on the opinion of 
Sutter Health 011ice of the General Counsel. counsel to CPMC. and the opinion of TitchclL Maltzman, Mark & 
Ohleycr, P,C.. counsel to Herbst, as to all matters concerning the slams of each such 50l(c)(3) Tenant as an 
organization described in Section 50l(c)(3) of the Code and cxen1pt f'ron1 federal income tax under Section 50l(a) of 
the c:ode and as to matters relating to unrelated trades or businesses under Section 513 of the Code. C'o-Special 
Counsel will nol independently verify the accuracy of the representations and certifications of the 50l(c)(3) Tenants 
or the opinions of their counsel. 

ln addition, c·o-Special ('ounscl has assumed that all such representations are true and correct and that the (:ity and 
such 50 I ( c )(3) Tenants will comply with such covenants. Co-Special Counsel has expressed no opinion with 
respect to the exclusion of the interest with respect to the Certificates from gross income under Section 103(a) of the 
c:ode in the event lhal any of such representations are untrue or the (~ity or such 50l(c)(3) Tenants faH to comp]y 
\vith such covenants, unless such t'hilure to comply is based on the advice or opinion of Co-Special Counsel. 

C o-Spccial Counsel has expressed no opinion regarding any impact of the ownership of. receipt of interest \vith 
respect to, or disposition of the (:crt1ficates other than as expressly described above. Prospective purchasers of the 
Certificates should be aware that ownership of the Certificates may result in other federal tax consequences to 
certain taxpayers. including, \Vithout li1nitation. certain S corporations, foreign corporations with branches in the 
United States, property and casualty insurance companies, individuals receiving Social Security or Railroad 
Retirement benefits, individuals seeking to clai1n the earned income credit, and taxpayers (including banks. thrift 
institutions and other financial institutions) \.vho n1ay be deemed to have incurred or continued indebtedness to 
purchase or to carry the Certificates. 

(~ommencing with interest paid in 2006, interest paid on tax-exempt obligations such as the Certificates is subject to 
information reporting to the Internal Revenue Service (the "'IRS") in a manner si1nilar to interest paid on taxable 
obligations. ln addition, the interest portion of each Base Rental pay1nent received by the 0\vners may be subject to 
backup withholding if such interest is allocated to a registered owner that (a) fails to provide certain identifying 
information (such as the registered O\.vncr's taxpayer identification number) in the manner required by the fRS, or 
(b) has been identified by the IRS as bemg subject to backup withholding. 

Co-Special Counsel is not rendering any opinion as to any Federal tax matters olhcr lhan those described under the 
caption "TAX MATTERS." Prospective investors. particularly those who may be subject to special rules described 
above, are advised to consult their o\.vn tax advisors regarding the federal tax consequences of o"":ning and disposing 
of the Certificates, as well as any tax consequences arising under the laws of any state or other taxing jurisdiction. 

From time to time proposals are introduced in Congress that, if enacted into la\v, could have an adverse impact on 
the potential benefits of the exclusion from gross income for Federal income tax purposes of the Series 2007 A 
Interest Portion, and thus on the economic value of the Series 2007A Certificates. 'J'his could result from reductions 
in Federa] inco1ne lax rates. changes in the structure of the Federal inco1ne tax rates, changes in the structure of the 
Federal income lax or ils replacement with another type of tax, repeal of the exclusion of the Series 2007 A Interest 
Portion from gross income for such purposes. or otherwise. lt is not possible to predict whether any legislation 
having an adverse impact on the tax treatment of holders of the Certificates may be proposed or enacted. 

Co-Special Counsel has not undertaken to advise in the future whether any events atler the date of execution and 
dclivc1y of the Certificates may affect the tax status of interest with respect to Certificates. Co-Special Counsel 
expresses no opinion as to any Federal. State or local tax law consequences with respect to the ('.ertificates. or the 
interest with respect thereto, if any action is taken with respect to the Certificates or the proceeds thereof upon the 
advice or approval of olher counsel. 
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Al'l'ROV AL OF LEGAL PROCEEDINGS 

('ertain legal n1atters incident to the a1.1thorization, execution and delivery or the (:crtificates are suhjcct to the 
approval of l\ixon Peabody LLP. San Francisco, California and QLATEMAN LLP. Los Angeles. California, Co
Special Counsel. Cenain legal matters will be passed upon for the City by the City Atlorney. 

The proposed form of the approving opinion of Co-Special Counsel is attached hereto as APPE'JDIX G. See "TAX 
ivL.\ T'l'ERS'' herein. (\)-Special (~ounsel will deliver to the l'ity a supple1nental opinion as to the accuracy in all 
material respects ol'thc descriptions conlained in the Official State1nent of the C:erlificatcs, the Trust Agreen1cnt, the 
Properly Lease, the Project Lease and Co-Special Counsel's federal and State tax opinions. Except as expressly 
described in said opinion (which may be relied upon only by lhc (:ity), Co-Special ("ounsel are not passing upon and 
undertake no responsibility for lhe accuracy, co1npleteness or fain1ess of the inforn1ation contained in the Official 
Statement. Co-Special (~ounscl will receive co1npensation that is contingent upon the sale, execution and delivery 

of the ('ertificates. 

CONTINCING DISCtOSllRE 

The C:ity has <.:ovenanted for the henefit of the Ow11ers of the ('ertifi<.:atcs to provide ce11ain financial information and 
operating data relating to the ('ily not latt'.r than 270 days atlcr the end of the City's fiscal year (whi,;h <.:urrently ends on 
June 30). commencing with the report for the 2006 - 2007 fiscal year (the "Annual Rcpon"), and to provide notices 

of the occurrence of certain enumerated events, if material. The Annual Report will be filed by the City with each 
?siRMSIR and State Repository, if any. The notices of material events will be filed by the City with each NRMSIR 
or \Vith the Municipal Securities Rulcn1aking 8oard and with the State Repository. if any. Thi: specific nature of 
infonnation to be contained in the Anrual Report or the notices of 1naterial events is shown i:i "APPE;\JDIX E 
FORM OF CONTl:\LING DISCLOSURE CERTIFICATE." These covenants have been made in order to assist the 
purchasers in complying with SEC Rule 15c2-12(b)(5). The City has never failed to comply in all material respects 
with any previous undertakings pursuant lo said Rule to provide annual reports or notices of material events. 

The City may from time to time. but i:) not obligated to, post its Comprehensive Annual Financial Report on the 
('ontroller's website at ww\v,sfgov.org.1controllcr. In addition. a \\1ide variety of infonnation concerning the City, 
including financial infonnation in addition to the ('ily ·s ('01nprchensive Annual Financial Repo ·t, 1nay be available 
frorn tin1e to time tfon1 the ('ity, (:ity depar1n1ents and agencies. and their respective publications and websites. Such 
inforn1ation n1ay be derived from a nu111ber of other sources which the City or City depart1nents and agencies 
believe to be reliable; however, no representation can or \viii be n1ade by the ('ity regarding the truth or accuracy of 
such other infonnation. Any infbnnation that is inconsistent \Vith the infonnation set forth in the (~ity's Annual 
Reports or notices of material events sh1)uld be disregarded. I\o such information is a part of or i::icorporatc<l into the 
C:ity's Annual R .. eports or notices of n1aterial events, except as expressly noted therein. 

NO LITIGATION 

Ko litigation is pending with service of process having been accomplished or, to the kno·Nledgc of the C:ity 

Attorney, threatened. concerning the v,ili<lity of the Certificates or the Trust Agreement and the City Attorney will 
issue an opinion addressed solely to the Board to that effect. In addition, no litigation is pending with service of 
process having been accomplished or, to the knowledge of the City Attorney. threatened. concerning the validity of 
the Property Lca::;e or the Project Lease. and the City Attorney \vill issue an opinion addressed solely to the Board to 
that effect. The c:ity is not .1ware of any litigation pending or threatened questioning the political existence of the 
City or contesting the Cily's ability to appropriate or rr1ake Base Rental payments. 

V AUDA TIO:', ACTION 

The City filed a complaint on January 22. 2007, pursuant to State Code of Civil Procedure Sections 860 through 
870.5 in the Superior Court for the State in and for the City to validate the Project Lease, the Property Lease, the 
Trust Agreen1ent and certain olher matters. On March 29, 2007, a judgn1ent was rendered finding the Project Lease, 
the Property Lease and the Trust Agreement to be valid, legal and binding obligations of the City in accordance with 
their terms and in conformity with all applicable provisions of law, including Article XVI, Section 18 of the Stale 

('onstitution. 
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State Code of Civil Procedure Section 870(a) provides that such a judgment. if no appeal is taken, or if taken and the 
judg1nenl affirn1ed, shall thereupon beco1ne and thereafter be forever binding and conclusive, as to all 1natters 
therein adjudicated or which could have been adjudicated against the City and against all other persons. State Code 
of Civil Procedure Section 870(b) provides that nu appeal shall be allo\vcd from such a judg1nen1 unless a notice of 
appeal is filed within thirty (30) days afler the entry of judgment No notice of appeal was filed within such thirty 
(30) day period. 

RATl"IGS 

Moody's Investors Service ("Moody's'), Standard & Poor's Rating Services, a division of The McGraw-Hill 
Companies ("S&P"), and Fitch Ratings ("Fitch") have assigned ratings of"Aaa". "AAA" and "All.A". respectively to 
the Series 2007 A Certificates with the understanding that Financial Guaranty will issue its policy concurrently with the 
execution and delivery of the Series 2007A Certificates. Moody's, S&P and Fitch have assigned underlying municipal 
bond ratings of "A2," "AA-" and '·A-." respectively to the Series 2007A Certificates and the Series 20078 
(:crtificates. C'.e11ain infonnation was supplied by the City to the rating agencies to be considered in evaluating the 
(:ertificates. The ratings issued reflect only the views of such rating agencies. and any explanation of the 
significance of such ratings should he obtained fro111 Moody's, S&P and Fitch. respectively. No assurance can be 
given that any rating issued by the rating agencies will he retained fbr any given period of time or that the same will 
not he revised or withdrawn entirely by such rating agencies, if in their judgment circumstances so warrant. The 
City and the Trustee undertake no responsibility to bring to the attention of the ()wners of the Certificates any 
revision or withdrawal of the ratings. Any such revision or withdrawal of the ratings obtained n1ay have an adverse 
effect on the market price of the Ce11ificates. 

CO-Fl"IANCIAL ADVISORS 

-rhe City has retained CSCJ Advisors Incorporated and Causeway Financial C:onsulting as co-financial advisors (the 
·'Co-Financial Advisors") in connection with the execution and delivery of the Certificates. The Co-Financial 
Advisors are not obligated to undertake, and have not undertaken to make, an independent verification or assume 
responsibility for the accuracy, completeness or fairness of the information contained in this Official Statement. The 
Co-Financial Advisors will receive compensation that is contingent upon the sale, execution and delivery of the 
Certificates, 

SALE OF CERTIFICATES 

The Certificates were sold at competitive b,d on May 3, 2007, and awarded to Lehman Brothers. at a purchase price 
of S 150,626,666.30. The Official Notice of Sale provides that all Certificates will be purchased if any are 
purchased, the obligation to n1ake such purchase being subject to certain tenns and conditions set forth in the 
Official Notice of Sale, the approval of certain legal matters by Co-Special Counsel and certain other conditions. 

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK) 
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MISCELLAI\EOLJS 

References made herein to certain documents, reports and laws are brief summaries thereof that do not purport to be 
con1plete or definitive. and the reader is rcfcn·ed to the co1nplete i:onh.:nts of each such docu1nent. report and la\VS. 

Any staten1ents in this Official Stalernent involving 111atlers of opinion. whether or not expressly so stated, are 
intended as such and not as representations of tact. l'his ()fficial State111ent is not to be consttl.ed as a contra.cl or 
agrec1ncnt bet\veen the City and the purchasers or Owners and Beneficial (}vvners of any of th,; ('ertificates. 'fhe 
preparation and distribution of this ()tlicial Statement have been authorized by the (~ity. For further information, 
please contact the Ofiice of Public Finance at (415) 554-5956. 

'I'hc execution and delivery of this Official Statement have been authorized by the City. 

CITY AI\D COL::\TY OF SA:\ FRA:\ClSCO 

Ry: /s/ Ed\var<l M. Harrington 
Edward M. Harrington. Controller 
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APPENDIX A 

CITY AND COUNTY OF SA!\' FRANCISCO 
ORGAJ\'IZATION Al\D FINANCES 

Government and Organization 

San Francisco is a city and county chartered pursuant to Article XI, Sections 3, 4, 5 and 6 of the Constitution of the 
State of California (the ''State"), the only consolidated city and county in the State. San Francisco can exercise the 
powers of both a city and a county under State law. On April 15, 1850. several months before California became a 
state, the original charter was granted to the City and County of San Francisco (the "Ciry''). Under its original 
charter, the City committed itself to a policy of municipal ownership of utilities. The Municipal Railway, when 
acquired from a private operator in 1912. was the first such city-owned public transit system in the nation. In 1914. 
the City obtained its municipal water system, including the Hctch Hetchy watershed near Yosemite. The San 
Francisco International Airport ("SFO" or the "Airport"). although located 14 miles south of downtown San 
Francisco in San Mateo County. is owned and operated by the City. In 1969, the City acquired the Port of San 
Francisco (the "Port") in trust from the State. Substantial expansions and improvements have been made to these 
enterprises since their respective dates of original acquisition. 

In November 1995, the voters of the City approved a new charter, which went into effect in most respects on July 1, 
1996 (the "Charter"). As compared to the previous charter, the Charter generally expands the roles of the Mayor and 
the Board of Supervisors (the "Board'') in setting policy and determining budgets, while rcdu,2ing the authority of the 
various City commissions, which are composed of appointed citizens. Under the Charter, the Mayor's appointment 
of commissioners is subject to approval by a two-thirds vote of the Board. The Mayor appoints department heads 
from nominations submitted by the commissioners. 

The City has an elected Board of Supervisors consisting of eleven members and an elected Mayor who serves as 
chief executive officer, each serving a tc-ur-ycar term. In 2000 a Charter amendment went into effect that changed 
the Board election system from a Citywide vote to elections by district. This change resulted in certain Supervisors 
serving two-year terms before and after the change. The Mayor and members of the Board of Supervisors arc subject 
to term limits as established by the City Charter. Members of the Board of Supervisors may serve no more than two 
successive four-year terms and may not ~en.re another tcnn until four years have elapsed since the second successive 
term in office. The Mayor may serve no more than two successive four-year terms, with no limit on the number of 
non-successive terms of office. The City Attorney. Assessor-Recorder, District Attorney, Treasurer-Tax Collector, 
Sheriff and Public Defender are also elected directly by the citizens and may serve unlimited four-year terms. School 
functions arc carried out by the San Francisco Unified School District and the San Francisco Community College 
District: each is a separate legal entity with a separately elected governing board. The Charter provides a civil service 
system for City employees. 

Gavin Newsom was elected the 42"" Mayor of the City on December 9. 2003 and was sworn into office on January 8, 
2004. Mayor Newsom had been elected to the Board of Supervisors three times and served on the Board of 
Supervisors from 1997 until he was clc,:tcd Mayor. Mayor Newsom grew up in the San Francisco Bay Area and 
graduated from Santa Clara University in 1989 with a Bachelor of Arts degree in Political Science. 

Aaron Peskin, president of an environmental non-profit organization, was elected to the Board of Supervisors in 
2000 and re-elected in November 2004. I le was elected President of the Board of Supervisors by a majority of the 
Supervisors in January 2005 and again in January 2007. Tom Ammiano, fonner member of the Board of Education, 
was elected to the Board of Supervisors in 1994 and re-elected in 1998, 2000 and 2004. The following Supervisors 
were also elected in November 2000: Jai<c McGoldrick, a college English teacher: Chris Daly, an affordable housing 
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organizer; Sophcnia (Sophie) Maxwell, an electrician; and Gerardo Sandoval, a deputy public defender. Of these, 
Chris Daly and Sophie Maxwell were elected to two-year terms in 2000 and were re-elected in November 2002. 
Bevan Dufty, a former Congressional aide and Neighborhood Services Director of the City, was elected to a four
year term on the Board of Supervisors on December I 0, 2002. Michela Alioto-Pier was appointed to the Board of 
Supervisors in January 2004 and elected to a four-year term in November 2006. She previously served on the San 
Francisco Port Commission. Scan Elsbcrnd was appointed to the Board of Supervisors in August 2004. He 
previously served as liaison to the Board of Supervisors in the Mayor's Otl!ce, a legislative aide to the Board of 
Supervisors, and Co-Director of the Congressional Human Rights Caucus. Jake McGoldrick, Scan Elsbernd and 
Gerardo Sandoval were elected to additional four-year terms in November 2004 along with Ross Mirkarimi, an 
investigator for the District Attorney's Office. The following Supervisors arc currently serving their second 
successive four-year term of office and are ineligible to run in the next election for their respective districts in 
November 2008: Jake McGoldrick, Aaron Peskin. Tom Ammiano, and Gerardo Sandoval. Chris Daly, Bevan Dufty 
and Sophie Maxwell were re-elected to the Board of Supervisors on November 7, 2006 and are also serving their 
second successive four-year terms of office and arc therefore ineligible to run in the next election for their respective 
districts in November 20!0. Ed Jew. a neighborhood activist, was elected to the Board of Supervisors on November 
7, 2006. 

Dennis J. Herrera, City Attorney, was elected to a four-year term on December l l, 200 l and assumed office on 
Janumy 8, 2002. Mr. Herrera was re-elected to a four-year term in November 2005. Before becoming City Attorney, 
Mr. Herrera was a partner in a private law firm and had served in the Clinton Administration as Chief of Staff of the 
U.S. Maritime Administration. He also served as president of the San Francisco Police Conunission and was a 
member of the San Francisco Public Transportation Commission. Mr. Herrera received his law degree from George 
Washington University School of Law and became a member of the California Bar in 1989. 

Edward M. Harrington serves as the City Controller. Mr. Harrington was appointed to a 10-year term as Controller 
in March l 991 by then-Mayor Art Agnos and was re-appointed to a new ten-year term in 2000, by then-Mayor 
Willie L. Brown, Jr. The City Controller's appointment is also subject to confirmation by the Board of Supervisors. 
As Chief Fiscal Officer and Auditor. he monitors spending for all officers, departments and employees charged with 
receipt, collection or disbursement of City fonds, including those in the S5.75 billion fiscal year 2006-07 budget. 
The City Controller certifies the accuracy of budgets, receives and disburses funds, estimates the cost of ballot 
measures, provides payroll services for the City's employees and directs performance and financial audits of City 
act1v1t1es. Before becoming Controller, Mr. Harrington had been the Assistant General Manager and Finance 
Director of the San Francisco Public Utilities Commission (the "PUC"). I-le was responsible for the financial 
activities for the Municipal Railway (public transit), Water Department and l-letch Hctchy Water and Power System. 
Mr. Harrington worked with the PUC from l 984 to 1991. From 1980 to 1984, Mr. Harrington was an auditor with 
KPMG Peat Marwick, specializing in government, non-profit and financial institution clients, and was responsible 
for the audit of the City and County of San Francisco. While working for KPMG, Mr. Harrini,>ton became a certified 
public accountant. 

Jose Cisneros was appointed Treasurer-Tax Collector for the City by Mayor Newsom and was sworn in on 
September 8, 2004. Mr. Cisneros was then re-elected to a four-year term in November 2005. Prior to being appointed 
Treasurer-Tax Collector, Mr. Cisneros served as Deputy General Manager, Capital Planning and External Affairs for 
the San Francisco Municipal Transportation Agency (the "MTA"). 

Philip Y. Ting was appointed Assessor-Recorder for the City by Mayor Newsom and was sworn in on July 21, 2005. 
Mr. Ting was then elected on November 8, 2005 and re-elected to a four-year term on November 7, 2006. Mr. Ting's 
professional experience includes positions as senior consultant for Arthur Andersen, Associate Director of 
Governmental and Community Relations at San Francisco State University and former Executive Director of the 
Asian Law Caucus. 
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Under the Charter, the City Administrator (formerly the Chief Administrative Officer) is a non-elective office 
appointed by the Mayor for a live-year term and confirmed by the Board of Supervisors. On April 26, 2005, Mr. 
Edwin Lee, then the City's Director of Pablic Works, was appointed by Mayor Newsom as the City Administrator. 
He has previously worked as the City's Director of Purchasing and as the Director of the Human Rights 
Commission. Mr. Lee has also served as the Deputy Director of the Employee Relations Division and coordinator for 
the Mayor's Family Policy Task Force. 

City Budget and Finances 

General 

The City Controller's Office is responsible for processing all payroll, accounting and budget infonnation for the 
City. All payments to City employees and to parties outside the City are processed and controlled by this office. No 
obligation to expend City funds can be .neurrcd without a prior certification by the City Controller that sufficient 
revenues arc or will be available in the current fiscal year, which ends June 30, lo meet such obligation as it becomes 
due. The City Controller monitors revenues throughout the fiscal year, and if actual revenues arc less than estimated, 
the City Controller may freeze department appropriations or place departments on spending "allotments" which will 
constrain department expenditures until estimated revenues arc realized. If revenues arc in cxce5' of what was 
estimated, or budget surpluses arc created. the City Controller can certify these surplus funds as a source for 
supplemental appropriation that may be adopted throughout the year upon approval of the Mayor and the Board of 
Supervisors. The City's annual expenditures arc alien different from the estimated expenditures in the Annual 
Appropriation Ordinance or "Original Budget" (as such term is defined below) due to supplemental appropriations, 
continuing appropriations of prior years and unexpended current year funds. 

Charter Section 3.105 directs the City Controller to issue periodic or special financial reporls during the fiscal year. 
Each year, the City Controller issues d,~tailcd Six-Month and Nine-Month Budget Status Reports to apprise the 
City's policy makers of the current budgetary status and projected year-end revenues and expenditures. The City's 
Charter and Administrative Code require the City Controller, the Mayor's Budget Director and the Budget Analyst 
for the Board of Supervisors to issue annually a Three-Year Budget Projection to report on the City's financial 
condition. The most recent reports can be viewed at the City Controller's website at www.sfgov.org/controllcr. 
(These reports arc not incorporated by reference herein.) 

The City has incorporated certain spccifiod documents into this Appendix A which are hosted on the City's website. 
A wide variety of other information, including financial information, concerning the City is c.vailablc from the City's 
publications, websites and its departmcn1:s. Any such other infonnation that is inconsistent with the information set 
forth in this Appendix A should be disregarded and no such other inforrnation is a part of or incorporated into this 
Appendix A. 

Forward-Looking Statements 

This APPENDIX A-"CITY AND COUNTY OF SAN FRANCISCO-ORGANIZATION AND FINANCES" 
contains forecasts, projections, estimates and other forward-looking statements that arc based on current 
expectations. The words ''expects", "fl)recasts", '"projects". "'intends", •·anticipates", .. cst.irnates", "assumes" and 
analogous expressions arc intended to identify forward-looking statements. The achievement of certain results or 
other expectations or performance contained in such forward-looking statements involve known and unknown risks, 
uncertainties and other factors which :nay cause actual results, perforrnancc or achievements described to be 
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materially different from any future results, performance or achievements described or implied by such forward
looking statements. Such forward-looking statements inherently arc subject to a variety of risks and uncertainties 
that could cause actual results, performance or achievements to differ materially from those that have been 
forecasted, estimated or projected. These forward-looking statements speak only as of the date of this Official 
Statement. The City disclaims any obligation or undertaking to release publicly any updates or revisions to any 
forward-looking statement contained herein to reflect any changes in the City's expectations with regard thereto or 
any change in events, conditions or circumstances on which any such statement is based. 

Budget Process 

The City's budget process begins in the middle of the preceding fiscal year as departments prepare their budgets and 
seek any required approval thereof by the applicable City board or commission. Departmental budgets are 
consolidated by the City Controller, and then transmitted to the Mayor no later than the first working day of March. 
Next the Mayor is required to submit a proposed budget for selected departments, based on criteria set forth in the 
Administrative Code, to the Board of Supervisors by the first working day of May. On or before the first working 
day of June, the Mayor is required to submit the complete (all departments) budget to the Board of Supervisors. 

Following the submission of the Mayor's proposed budget, the City Controller provides an opinion to the Board of 
Supervisors regarding the accuracy of economic assumptions underlying the revenue estimates and the 
reasonableness of such estimates and revisions in the proposed budget. The City Controller may also recommend 
reserves that he or she considers prudent given the proposed resources and expenditures contained in the Mayor's 
proposed budget. The City's Capital Planning Committee also reviews the proposed budget and provides 
recommendations based on its conformance with the City's adopted ten-year capital plan. For a further discussion of 
the Capital Planning Committee and the City's ten-year capital plan, sec "-Capital Plan" below. 

During its budget approval process, the Board of Supervisors has the power to reduce or augment any appropriation 
in the proposed budget; provided the total budgeted appropriation amount is not greater than the total budgeted 
appropriation amount submitted by the Mayor. The Board of Supervisors must adopt the Annual Appropriation 
Ordinance (also referred to herein as the "Original Budget") no later than the last working day of July each year, 
after which it is subject to the approval or veto of the Mayor as described below. 

Following the adoption of the Annual Appropriation Ordinance, the City makes various revisions throughout the 
fiscal year {the Original Budget plus any changes made to date are collectively referred to herein as the "Revised 
Budget"). A "Final Revised Budget" is prepared at the end of the fiscal year reflecting the year-end's final revenue 
and expenditure appropriation for such fiscal year. The Mayor presented the fiscal year 2006-07 proposed budget to 
the Board of Supervisors on May 31, 2006. The Board of Supervisors adopted the fiscal year 2006-07 Original 
Budget (Ordinance No. 202-06) on July 25, 2006. The Mayor approved the Original Budget on July 28, 2006. 

The Mayor has line-item veto authority over specific items in the budget. Additionally, in the event the Mayor were 
to disapprove the entire budget ordinance, the Charter directs the Mayor to promptly return the budget ordinance to 
the Board of Supervisors. accompanied by a statement indicating the reasons for disapproval and any 
recommendations which the Mayor may have. Any budget ordinance so disapproved by the Mayor shall become 
effective only it; subsequent to its return, it is passed by a two-thirds vote of the Board of Supervisors as required by 
Section 2.106 of the Charter. 
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Overall, the fiscal year 2006-07 Original Budget assumed a gradual recovery in discretionary General Fund revenues 
from prior-year levels, The achievement of the revenue estimates is dependent upon a variety of known and 
unknown factors, including the general economy of the San Francisco Bay Arca and the State, and certain State 
budget decisions, which could have either a positive or negative economic impact on City revenues, These 
conditions and circumstances may cause the actual results achieved by the City to be materially different from the 
estimates and projections descr:bcd herein. 

Under the Charter, the Treasurer-Tax Collector, upon recommendation of the City Controller, is authorized to 
transfer legally available monies to the City's operating cash reserve from any unencumbered funds then held in the 
pooled investment fund. The operating cash reserve is available to cover cash flow deficits in various City t\Jnds, 
including the City's General Fund. From time to time, the Treasurer-Tax Collector has transferred unencumbered 
monies in the pooled investment fond to the operating cash reserve to cover temporary cash flow deficits in the 
General Fund and other fonds of the Cit)'· Any such transfers must be and have been repaid within one year of the 
transfer, together with interest at the then current interest rate earned on the pooled funds. Or. a related note, the City 
has not issued tax and revenue anticipation notes ("TRANs") to finance cash flow needs since fiscal year 1996-97. 
The City docs not anticipate issuing TRA'ls for fiscal year 2007-08. Sec "-Investment Policy" below. 

Additionally, in November 2003, voters approved the creation of the City's Rainy Day Reserve into which the 
previous Charter-mandated cash reserv~ was incorporated. Charter Section 9.113.5 requires that if the City 
Controller projects total General Fund revenues for the upcoming budget year will exceed total General Fund 
revenues for the current year by more than five percent, then the City's budget shall allocate the anticipated General 
Fund revenues in excess of that five percent growth as follows: 

(i) 50 percent of the excess revenues to the Rainy Day Economic Stabilization accoc.nt; 
(ii) 25 percent of the excess revenues to Rainy Day One-Time or Capital Expenditures account; and 
(iii) 25 percent ofthc excess revenues to any lawful governmental purpose. 

The Rainy Day Reserve's Economic Stabilization account is subject to a cap of I 0°!., of actual total General Fund 
revenues as stated in the City's most recent independent annual audit; amounts in excess of that cap in any year will 
be allocated to capital and other one-time expenditures. Monies in the Rainy Day Reserve's Economic Stabilization 
account arc available to provide a budgetary cushion in years where General Fund revenues c.re projected to decrease 
from prior year levels (or the highest of any previous year's total General Fund revenues). Monies in the Rainy Day 
Reserve ·s One-Time Spending account arc available for capital and other one-time spending : nitiatives. 

Capital Plan 

In October 2005 the Board of Supervisors adopted, and the Mayor approved, Ordinance No. 216-05 that established 
a new capital planning process for the City. The City Administrator, in conjunction with a capital planning 
committee composed of other City finance and capital project officials (the "Capital Planning Committee"), is 
directed to develop and submit an annual ten-year capital plan (the "Capital Plan") for approval by the Board of 
Supervisors. The Capital Plan provides an assessment of the City's infrastructure needs over such period, 
investments required to meet the needs identified and a plan of finance to fund these investments. Although the 
Capital Plan provides cost estimates and proposes methods to finance such costs, the document does not reflect any 
commitment by the Board of Supervisors to expend such amounts or to adopt any specific financing method. The 
Capital Plan is required to be updated and adopted annually in parallel with the budget process. The Capital 
Planning Committee is also charged with reviewing the annual capital budget submission and all long-term financing 
proposals, and providing recommendations to the Board of Supervisors relating to the compliance of any such 
proposal or submission with the adopted Capital Plan. 

The Capital Plan is required to be submitted to the Mayor and the Board of Supervisors by March I and is due to be 
adopted by the Board of Supervisors and the Mayor on or before May 1. The 2007 Capital Plan was submitted to the 
Mayor and the Board of Supervisors on March I and was adopted by the Board of Supervisors on March 27, 2007. 
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General Fund Results 

The fiscal year 2005-06 Original Budget totaled approximately $5.34 billion, of which approximately S2.45 billion 
was allocated to the General Fund and approximately $2.89 billion was allocated to all other funds. Such other fonds 
include expenditures of other governmental funds and enterprise fund departments such as SFO, the MT A. the PUC 
(the Water Enterprise, the Wastewater Enterprise, and the Hctch Hetchy Water and Power System), the Port, and the 
City-owned Hospitals (San Francisco General and Laguna Honda). 

The City's Comprehensive Annual Financial Report ("CAFR", which includes the City's audited financial 
statements) for fiscal year 2005-06 was issued in December 2006. The CAFR reported that the audited General 
Fund available year-end balance was Sl45.58 million, $46.10 million more than the 599.48 million assumed in the 
fiscal year 2006-07 Original Budget. This $46.10 million resulted primarily from additional revenue growth and 
expenditure savings in fiscal year 2005-06. In addition to this available year-end General Fund balance, the City 
deposited another $74.66 million into the two Rainy Day Reserve accounts, which by June 30, 2006 together totaled 
approximately SI21.98 million (597.91 million in the Economic Stabilization account. and S24.07 million in the 
One-Time Spending account). 

The fiscal year 2006-07 Original Budget totaled approximately S5.75 billion, of which approximately S2.66 billion 
was allocated to the General Fund, and approximately $3.08 billion was allocated to all other funds. Such other 
funds consist of expenditures of other governmental funds and the enterprise fund dcpart1ncnts listed above. 
Revenues have continued to grow along with the general economic recovery and exceed current-year Original and 
Revised Budget expectations. A detailed review of both revenues and expenditures was completed and published on 
February 2, 2007 in the City Controller's fiscal year 2006-07 Six-Month Budget Status Report ('"Six-Month Budget 
Status Report"). (This Report is not incorporated by reference herein.) 

The fiscal year 2006-07 Original Budget included an annual service payment from the SFO to the City of S22.06 
million for indirect services. However, separate from this indirect service payment, in March 2004, the Office of the 
Inspector General (the "OIG") of the U.S. Department of Transportation released the results of its audit of 
certain payments made by the Airport to the City for direct services during fiscal years 1997-98 through 2001-02 (the 
"OIG Audit"). The OIG Audit found that the City had received approximately $12.5 million of excess revenue from 
the Airport during fiscal years 1997-98 through 2001-02 with respect to reimbursement for these direct services. In 
December 2005, SFO submitted the City's Corrective Action Plan to the Federal Aviation Administration (the 
"FAA"), which was charged with closing out the OIG Audit. The City's plan included the transfer ofS4.6 million to 
the airlines, implementation of new interdepartmental billing procedures and submission by the City of a Certificate 
of Compliance when all items were completed. At the close of fiscal year 2004-05, the City transferred S4.6 million 
to SFO as provided in its Corrective Action Plan and in January 2006 SFO submitted the Certificate of Compliance 
to the FAA. In November 2006, the FAA advised the City that the OIG Audit was closed. 

Table A-1 shows Final Revised Budget revenues and appropriations for the City's General Fund for fiscal years 
2002-03, 2003-04, 2004-05, and 2005-06 and the original budget for fiscal year 2006-07. 
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Fiscal Years 2002-03 through 2006-07 
(OOOs) 

FY 2ml2-03 FY 2003-04 FY 2 004-0 5 FY 2005-06 FY 2006-07 

Final Revised Final Revised Final Revised Final Revised ()riginal 

Budl!et Hudgct Budget Budget Budget 

Prior-Y car Acnia! Budgetary Fund Balance $385.027 S207.167 S222.61 I $324.724 $125,125 

Budgeted Revenues 
Properly Taxes $513,203 $)27,767 S645.495 S696,660 $837,543 

Business Taxes 282.230 288.619 295,230 288,320 332.168 

Other Local Taxes 387,955 371.251 381JX9 413,712 455.509 

Licenses, Perrnits and Franchise~ 16,982 17.074 I 6, 132 19,128 20,917 

Fines. FortCiturcs and Penalties 4.497 31.843 12,196 11,475 4.899 

Interest and Investment Earnings 17.32.1 12.579 6.490 11.393 33.989 

Rents and Concessions 17.833 \9Jl6 2L902 19,583 20,138 

(iratHs and Subventions 686.566 663.997 612.970 685.948 664,547 

Charges for Services I 02.80 I 107,847 119,637 130.773 133,972 

()thcr 24.278 19,296 )() "'' 1 13.0911 17,949 

Total Budgeted Revenues $2.053,668 52.059,589 $2, 140.502 S2.290.083 S2,52 I ,63 I 

Proceeds from Issuance of Bonds and Loans 13.451 31,207 596 597 901 

Exncnditurc Annronriations 

Public Protcrtion S695.409 $668,872 5699,088 S743.958 $800,885 

Public Work:,;, Transportation & Com1ncrce 59,646 60.467 63,250 46.708 38,734 

Hu1nan \Vclfarc & Neighborhood Development 517.334 507,740 525,887 548.935 589,681 

Community Health 461.958 445,236 419,404 453.716 424,786 

Culnlfe and Recreation 1112,354 93.017 92,145 8!, 126 98,969 

(Jenera! Administration & Finance [ll 135.449 131.959 122,666 140.674 201,970 

Gcrn:ral City Responsibilities 6L416 83.406 1,0 Sd I 53.601 ,o 11\1 

Total Expenditure Appropriations 52.033.566 Sl,990,697 $1,985.081 $2.068,718 $2,215,126 

Budgetary reserves and designations 583,595 $9,301 S 13.487 522,712 $60,377 

Transfers In 5137.672 S 150,354 $161,840 5108,902 $57,159 

Transfers Out (313.341) (292.664) (339,436) {436.092) (429.313) 

Net TranstCrs IwOut (S175.664) (S 142.310) (S 177.5% J (S,{27,190) (S372.154) 

Budgeted Excess (Deficiency) of Sources 

()vcr (Under) Uses 5159,316 $ l 55.655 $187.545 5196,784 $0 

Variance of Actual vs. Budget 47.851 66,956 137,179 281.217 

Total Acrual Budgetary Fund Balance $207J67 $222,611 $324.724 5478,001 $0 

111 Over the past five years, the City has consolidated vatious departments to achieve operational ctliciencies. 

This resulted in the (k"Tlcral Adn1lnistration and Finance ~rouping increasing and others decreasin£,. 

Source: Otlice of the Controller, City and County of San Francisco. 
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The City prepares its budget on a modified accrual basis. Accruals for incurred liabilities, such as claims and 
judgments, workers' compensation, accrued vacation and sick leave pay arc funded only as payments are required to 
be made. The audited General Fund balance as of June 30, 2006 was S461.28 million prepared on a GAAP basis that 
is, using Generally Accepted Accounting Principles. Such General Fund balance was derived from audited revenues 
of S2.47 billion for the fiscal year ended on June 30, 2006. Audited General Fund balances as of June 30. 2006 are 
shown in Table A-2 on both a budget basis and a GAAP basis, respectively, with comparative financial infonnation 
for the fiscal year ended June 30, 2004, 2005 and 2006. Evidence of the economic recovery can be seen in both the 
recovery of revenues in Table A-3 as well as the growing General Fund balances in Table A-2 below. 

TABLE A 2 ., -
CITY AND C()llNTY OF SAN FRA:"lCISCO 

General Fund Balances 

Fiscal Year Ended June 30 

Audited 

(OOOs) 

2004 2005 2006 
Reserved IOr rainy day (economic stabilization account) $55, 139 $48,139 $97,910 

Reserved tOr rainy day (one-time spending <.i.:counl) 24.066 
Rest..1"\led for encumbrances 42.501 57.762 18,159 
Reserved for appropriation carryforward 32,813 36.198 124.009 
Reserved for subsegucnt y.!ars' budgets 

Reserved for baseline appropriation funding manda!cs 6,223 5,232 

Reserved for budget savings incentive program {cityw1d1;) 2.588 2.628 2.628 

Reserved for budget savings inc.::ntivc program (Re-.:rcation & !'ark) - 3,075 3.366 

Reserved !Or salaries and benefits (l\10U) 3,654 9.150 13.349 

Reserved tOr litigation 2.940 - 2,877 

Total Reserved Fund Balance $139,635 5163,175 $311,596 

L~nreserved - designated for litigation & contingency $27,970 S24.370 S20,823 
Unreserved - available for appropriation 55.006 137.179 145.582 

Total Unreserved Fund Balance $82.976 5161.549 $166,405 

Total Fund Balance, Budget Basis $222,611 $324,724 $478.001 

Budget Basis to (JAAP Basis Reconciliation 

Total Fund Balance Budget Basis $222.611 $324.724 $478.001 
Unrealized gain on invcstn1ent 277 224 (562) 
Reserved for assets not available tor appropriation 7.142 9,031 I 0. 710 
Cumulative excess property tax revenues recognized on Budget Basis (19.882) (24,419) (23,806) 
Deferred Charges and Other 287 ( 1.880) (3.067) 
Total Fund Balance. GAAP Basis $210,435 S307,680 5461.276 

Source: Office of the Controller, City and County of San Francisco. 
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Table A-3, entitled "Statcmenl of Revenues, Expenditures and Changes in General Fund Balances", is extracted from 
infommtion in the City's CAFR for the five most recent fiscal years for which audits arc available. Audited 
financials for the fiscal year ended June 30, 2006 arc included herein as Appendix C-'THE C0\1PREHENSIVE 
ANNUAL fl'JANCIAL REl'ORT OF THE CITY AND Cot:NTY OF SAN FRA'.\CISCO FOR TIIE YEAR ENDED Jl 'NE 30, 2006." 

Prior years' audited financial statements :an be obtained from the City Controller's website. (These reports arc not 
incorporated hy reference herein.) Excluded from these General Fund financial statements are special revenue funds 
(which relate to proceeds of specific n:vcnuc sources which arc legally restricted to expenditures for specific 
purposes) as well as all of the enterprise operations of the City, each of which prepares separate audited financial 
statements and none of which is available to pay the Certificates. 
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TABLEA-3 
CITY A\'D cot:~TY OF SA\' FRAI\CISCO 

Statement of Revenues, l~xpenditure~ and Changes in General fund Balances {000s) 

Revenues 

Propeny T:ixes 

Business Taxe~ 

Other Local Tax..:s 

I ice1:se~. Penn its ;ind F~anchi~t'~ 

Fine,;. FDrfein:res and l'~·nah1..:s 

!nteres! Gnd lnvc,tm~·nt Income 

Rc'nts and Conccssi11n;, 

lntc1 gP, ernrn en ta! 

Charge~ for Sen 1..:es 

Other 

Total Revenues 

Lxpenditures: 

Public Proteuiun 

Public \Vorks. Transportal!on & Commerce' 

Human \\-'elfare and l'\e1ghborhood Development 

Community Health 

Culture and Rccreatwn 

General Admi111stration & Finance 

Gen..:ral City Responsibili11es 

Total Fxp(.'ndimrcs 

Exces,s of Revenues over F.xpendi!urc;, 

Other Financing Sourc(.', (C,c~J: 

Transfers In 

Trunsfers Out 

Other Financing Source, 

Other Financing Cses 

Total Other Financrng Sources (Usc'd 

rxt·e,s (Deficiency) of Revenue~ and Other Sources 

Over Expendnures and Other Uses 

Total Fund Balance at Begmnmg ofY.::ar 

Total l'und Balance at End of Year -- GAAP Bash I 

C"nrcser,-~·<l & Cndc,ignak<l Balance. Year End 

-- GAAi' Hasi~ 

-- Budget Basis 

fiH·aJ Year Ended ,June JO 

Audited 

2002 2003 2004 

$50730~ SS 16.955 S".47.819 

.J74J25 276.!26 264.151 

334357 ;..is.135 403.549 
!').54X I h.2 1 7 17 .50 ! 

X.5'}] 5 ,595 22. ! 58 

10.737 7 _ 798 3.222 

I 7 .67'-6 J 7 .576 17.497 
661 .:\Q('i f,(, 7 .1 ?2 1'160.1..J.3 

I 02 .782 93.840 9:'<951 
l 0. \3 8 ----~! LXXO 29.564 

SI _9.'i6J,; l 8 $ 1.958.894 S.2.061.855 

$650.019 $695.693 $67(1.720 

103.579 57.458 5 X, 71 I 

467.688 492.083 48X,853 

195.465 424.302 --1-1 .,, "121 

1 UX.810 96.959 '12.9--;8 

I 36, 143 130.786 I 2 8.13 5 
50, l 05 52.308 74.(, 1 l 

SI .91 l .809 SI .949,589 " ,927.762 

$45.009 $9,305 S 1.;4,093 

5109.941 $ I 05.21 1 $121.491 

(3 16.691 J (103.216) (2'7 ,..164 l 

63.121 4.621 .\6.(10.' 

( I 76) 

($ !43.805) ($193.384) \$ I I 'I ,970 l 

{$98.796) {S 184.079) Sl4 123 

479.187 380.391 196, l 1 2 

$380.391 5196.312 5210.4:l.'i 

SI 36,664 $44,718 $03.6~7 

SJ 10.200 $47.851 555,000 

2005 2006 

5705.949 $783 303 

292.172 312.4()7 

41S.244 480.501 

19.417 20)125 

9.5.S6 I 0.195 

X374 2 2.~41'1 

21J.46ls 2{J.007 

604.5-15 672.635 

11 5.81 2 126.433 

J 2.2 77 15.03 7 

$2.2](,_7~)4 ll2.473.X39 

i,f,97 .450 S739.4 70 

f>0.628 46.448 

503.874 524,516 

4 I 1, I JO 377.226 

87.023 8\L5 I 6 

l 20.400 146.567 
62, 185 53.065 

SI 944,670 Sl,967,808 

$272,124 $506,031 

$152,288 $62.431 

(.~30,230) {420.086) 

3,06.l 5.220 

($174.879) (S352.435) 

$')7 ,245 5153,596 

2 I 0.4:l .'i 307.680 

S.Hl7 .680 $461,276 

$\34,199 $!38,971 

5137,179 $145.582 

!IJ l·und Balanees include amo\m!s reserved for ramy day {economic stabilization and one-time spending a,'cotmts). encumbrance~. appropriatwn carryforwards 
and other purposcs (as required by tile Charter or nppropriate accounting prac11ces) as ·well a, unreserved designated and undes1gnatcd ava!lahle fund 
balaHcc~ !whid1 amoLrnb constitu1e unrestricted general fund balances) 

Source· Comprehensive Annual f-maneial Report for tbe Years Ended June 30. 2006 and prwr. Office of the Controller, City and County of San Francisco 
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Thrcc-Y car Budget Projection Report 

Section 3.6 of the City's Administrative Code requires that the City Controller, the Mayor's Budget Director and the 
Board of Supervisors' Budget Analyst jointly publish an annual three-year estimated sull1ll1ary budget. This 
summary includes a review of all major revenue and expenditure assumptions impacting the upcoming three years 
for the City's General Fund-supported operations, including the General Fund and the City's two hospitals, San 
Francisco General and Laguna Honda. The Administrative Code further requires that th,, Mayor and Board of 
Supervisors consider the three-year budget projection when composing the City's budget for the next fiscal year. 

The most recent such report was published on March 21, 2007 and covered the projection period of fiscal years 
2007-08 through 2009-10 (the "Joint Re)ort"). The Joint Report projects a shortfall of $25.4 million (an amount 
equal to Jess than one percent of General Fund supported budgetary spending) for the upcoming fiscal year 2007-08, 
followed by a shortfall of $85.3 million for fiscal year 2008-09, and a surplus of $8.3 million for fiscal year 2009-10. 
Previous such reports had also included projections of shortfalls. which were larger than those in this Joint Report. 
For example. the Joint Report's projected shortfall of S85.3 million in fiscal year 2008-2009 may be viewed in the 
context of prior such reports which projected first-year shottfalls of S34 7 .2 million in fiscal year 2003-04, S299.3 
million in fiscal year 2004-05, $102.2 million in fiscal year 2005-06, and Sl2.5 million in fiscal year 2006-07. In 
each of these prior years. the City adopted a ha lanced budget as required by the City Charter. 

This discussion of the Joint Report budget projection is a summary only and is qualified by the full report, which is 
posted on the City Controller's office website at www.sfgov.org/controllcr. (The Joint Repo11 is not incorporated by 
reference herein.) 

Impact of September 11, 2001 

Following the events of September 11. 2001 in New York City and Washington, D.C., both business and tourist 
travel in San Francisco declined signilicantly, including passenger loads, and revenues at SFO and transient 
occupancy tax and sales tax revenues to the City declined as well. In fiscal year 2001-02, significant year to year 
losses occurred in transient occupancy tax revenues. which fell 29.8% ($56. I 5 million), sales tax revenues, which 
declined I 5.5% ($21.45 million), and SFO's transfer of concession revenue to the City's General Fund, which 
declined 28.4% (S7.04 million). Tables A-6 and A-7 illustrate the sales tax and transient occupancy tax trends since 
2001-02. 

Impact of State Budget 

Each year the Governor releases two primary proposed budget documents for the State: 1) the January Proposed 
Budget; and 2) the May Revise (that is, a revision to the January Proposed Budget). The Governor's Proposed 
Budget is then considered and typically revised by the State Legislature. Following that process, the Legislature 
adopts, then the Governor signs what becomes known as the State's Adopted Budget. Given the City's revenue 
dependency on State funding, each year City policymakers review and consider the budgetary impact of projected 
changes related to both the January and May Revise Budgets prior to the City adopting its own budget. Revenues 
from the State represented 19.3% of the City's fiscal year 2005-06 General Fund Original Budget and 17.6% of the 
fiscal year 2006-07 General Fund Original Budget. 

The State has had structural deficits for several years. In addressing these state shortfalls in recent years, the State has 
reduced revenues provided to local governments, including the City. It is not possible to predict with certainty how 

A-11 

http://www.sfgov.org/controller


future State Budgets may adversely affect the City. Final funding provisions in the State's Adopted Budget for fiscal 
year 2006-07 were largely anticipated in the City's fiscal year 2006-07 Original Budget; however, some additional 
funding was greater than anticipated in the City's Original Budget. Key provisions assumed in the City's Original 
Budget included the continued shifting to the Educational Revenue Augmentation Fund ("ERAF") of funds that 
would otherwise have accrued to the City's General Fund in the estimated amount of S285.40 million. The State 
continues to offset partially the ERAF shift hy in-lieu sales tax backfill funding related to the Proposition 57 
Economic Recovery Bonds and in-lieu vehicle license fee ("VLF") backfill funding related to the permanent rollback 
of such fees in fiscal year 2003-04. (For further discussion of the effect of these 'Triple Flip" backfill funding shifts, 
please see "-Assessed Valuations, Tax Rates and Tax Delinquencies" below.) Programmatic funding changes 
included in the State's Adopted Budget have been reflected in the City's Original Budget and backfilled with 
discretionary funding where applicable. The City also benefited more than anticipated in the City's Original Budget 
from $32.90 million in additional Proposition 42 State Transportation Congestion Improvement funding for the 
MTA (projected to be used over the next 12 to 18 months) and S4.30 million in Proposition 42 road maintenance and 
reconstruction funding (the latter being adopted in a supplemental appropriation in September 2006). Various other 
health and human service programs showed slightly higher final allocations and have been factored into the City 
Controller's Six Month Budget Status Report. 

The City's projected impact of the Governor's fiscal year 2007-08 Proposed Budget, as issued in January 2007, 
appears to have largely offaetting positive and negative changes resulting in a projected net revenue increase of S4.40 
million for the City's General Fund compared to the net revenues anticipated to be realized under the State's 2006-07 
Adopted Budget. J-Iowcver, State 1'ransit Assistance Funding reductions csti1natcd at S20.40 million appear to impact 
adversely the MT A's funds. The City will continue to monitor State Budget developments including the release of 
the May Revise and the Adopted State Budget. The State's Adopted Budget could differ materially from the 
Proposed Budget. 

Assessed Valuations, Tax Rates and Tax Delinquencies 

Table A-4 provides a six-year recent history of assessed valuations of taxable property within the City. The property 
tax rate is comprised of two components: I) the 1.0% countywidc portion permitted by Proposition 13, and 2) all 
voter-approved overrides which fund debt service for general obligation indebtedness. The total tax rate shown in 
Table A-4 includes taxes assessed on behalf of the City as well as the San Francisco Unified School District, the San 
Francisco Community College District, the Bay Arca Air Quality Management District, and the Bay Area Rapid 
Transit (BART) District, all of which are separate legal entities from the City. Sec also Table A-10 "-Statement of 
Direct and Overlapping Debt and Long-Term Obligations" below. Additionally, a portion of property taxes collected 
within the City is allocated to the San Francisco Redevelopment Agency. 

Total assessed value has increased on average by 6.6% per year since fiscal year 200 l -02. Between fiscal year 2005-
06 and fiscal year 2006-07, the increase was 7.6%. Property tax delinquencies have remained low in San Francisco 
rangmg from 1.96% to 2.48% over the previous five years. The delinquency rate for fiscal year 2005-06 was 
2.18%. 
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TABLE A-4 
CITY AND CC)l!NTY (}FSA!\ FRA~CISCO 

Assessed Valuation of Ta,cable Property 111 

Fisl'al Years 2001-02 throug:h 2006-07 

(SOOOs) 

" " Total 

:\~sessed \ aluation Total ('hanµc Tax Rat.: Total Tax Delinquency 

Hscal lrnpnJ\Tmcnb Personal Assessed from Prim per Levy Rate 

_I car Land on Land Iropcriv Valuation Year Ex,:lusion\1~ s1001~ (OOOs)l~l June 30 

2001-02 34.849,574 5 J .:'.94, 178 ,t74tJ67 90,888. 119 12. ]!\, 3.625. ?83 1.124 LOI0,960 2.48'~o 

2002-03 37.851.208 55.002.726 4.681,815 97,535.748 7.:v~,;. 3.797.422 I. l 17 1.051,921 2.21°:0 

2003-04 40.778.606 57.505.939 3.808.383 102J)92.928 4.7°:(, 3.947,660 1.IC7 1,100,951 l .961;{, 

2004-05 44.383,604 60. 741.259 3.675.195 I 08.800.058 6.6':<, 4.328.'77{) 1.144 1,208,044 2.32%, 

2005-06 48278.509 64}:91.494 3.476,725 116,046,728 6.7°1,, 4.640,538 l.140 l,291A91 2,18°:(, 

2006~07 53.027.801 6X.:t8fi.422 3506,008 124.820.231 7.6'1ro 4,949.~52 1.135 1,360,510 n:a I~! 

!i. For cornpanson purposes. all years show full ca.,h value a:-. assessed \alue. 
1:1 t',xclu&ions include non-reimbursable cxc1npt1ons and h·)meowner exemption:.. 

l'I Total secured tax rate includes hooded <kbt service for 1hc City, San ~rancisco Unified Schoo! District. San Francisco Community 

College District Bay Area Air Quality l\tlanagcmcnt Di:;trkL Bay Arca Rapid Transit District, and San Francisco Rc<lcvcloprnenl 

Agcnc:, Annual tax rate fOr unsecured property is the ~aine rate as the prc\'ious year's secured tax rate. 
1-11 ThL' final le\y by fiscal year is shown thr~iugh fiscal year 2005-06 The tax [cyy for fiscal year 2006-0? is based on the Cer1ificat;: of 

A.'>sesscd Valuation as of Au!_..rust 2006. ll1c fiscal year :!006-07 final levy will Oe available after June 30, 2007. 
·51 ll1c fiscal year 2006-07 actual delinquency rate \Vil! be available after June 30, 2007. 

Source: Oflice of the Contro!ler, City and County of Sa:1 Fram.:isco. 

For fiscal year 2006-07, total assessed valual ion of property within the City is $124.82 billion. After deducting non
rcimbursable and homeowner exemptions, net assessed valuation is S 119.87 billion. Of tlrs total, SI 12.39 billion 
(93.8%) represents secured valuations and S7.48 billion (6.2%) represents unsecured valuations. (Sec below for a 
further discussion of secured and unsecured property valuations.) The net valuation will result in total budgeted 
property tax revenues of S 1.36 billion before reflecting delinquencies for all taxing entities. A portion of property tax 
revenues are applied to pay all or part oi' the debt service for general obligation bonds issued by the City, the San 
Francisco Unified School District, the San Francisco Co1nmunity Co1lcgc District and the 13ay Arca Rapid Transit 
District. The City's General Fund allocation equals about 50 percent of total property tax revenue before adjusting 
for the State's Triple Flip (where Propo:;ition 57 dedicated one quarter of one percent of ocal sales taxes, which 
were subsequently backfilled by a decrease to the amount of property taxes shifted to ERAF from local governments, 
thereby leaving the State to fund a like amount from the State's General Fund to meet Proposition 98 funding 
requirements for schools) and VLF backfill shifts. After making these State-mandated adjustments, the result is 
estimated property tax related General Fund revenues of $841.38 million as was assumed in the fiscal year 2006-07 
Original Budget. The San Francisco Corrununity College District, the San Francisco Unified School District and the 
ERAF are estimated to receive $16.50 million, $87.96 million and $285.40 million (before adjusting for the State's 
Triple Flip sales tax and vehicle license fee backfill shifts), respectively. The San Francisco Redevelopment Agency 
will receive approximately $71.!5 millio-1. The remaining portion is allocated to various other governmental bodies, 
various special funds, general obligatior. bond debt service funds, and other taxing entities. As of the Six-Month 
Budget Status Report, the City Controller's Office projected an additional S23.86 million ir. General Fund property 
tax related revenue in large part due to :1ighcr supplemental assessments, lower assessmen-: appeals, and increased 
State sales tax and VLF backfill revenues. 
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Under Article XIII A of the State Constitution, property sold after March I. 1975 must be reassessed to full casl 
value. The State prescribes the assessment valuation methodologies and the adjudication process that counties mus, 
employ in connection with the counties' property assessments. Prope11y owners in the City filed l,116 ne" 
applications for assessment appeal during fiscal year 2006-07. Taxpayers had until November 30. 2006 to file 
assessment appeals for secured property for fiscal year 2006-07. As in every year, some appeals arc multiple-year 01 
retroactive in nature. With respect to the fiscal year 2006-07 levy. property owners representing approximate!} 
11.7% of the total assessed valuation in the City filed appeals for a partial reduction of their assessed value. This 
reflects a decrease in the amount appealed from the prior year, fiscal year 2005-06, where property owner, 
representing approximately 14.0% of total assessed valuation filed for a partial reduction of their assessed value. 
Most of the appeals involve large commercial properties. including offices and hotels. 

The City typically experiences increases in assessment appeals activity during economic downturns and decreases as 
the economy rebounds. Historically during economic downturns, partial reductions of approximately 20.0% to 
30.0% of the assessed valuations appealed have been granted on average. Assessment appeals granted typically result 
in revenue refunds, and the level of refund activity depends on the unique economic circumstances of each fiscal 
year. For example. if the appeals totaling l l. 7% of assessed valuation pertaining to the fiscal year 2006-07 levy were 
to be granted at an average reduction to 25.0%, the City would expect revenue refunds equal to 2.9% of total 
property tax revenue. To mitigate the financial risk of potential assessment appeal refunds. the City funds appeal 
reserves for its share of property tax revenues for each fiscal year. In addition, appeals activity is reviewed each year 
and incorporated into the subsequent year's budget projections. See "CO'ISTITUTIO'IAL Al\D STATUTORY 
LTM!T A TIONS ON TAXES A'ID EXPENDITURES" in the forepart of this Official Statement. 

Generally, property taxes levied by the City on real property become a lien on that property by operation of law. A 
tax levied on personal property docs not automatically become a lien against real property without an affirmative act 
of the City taxing authority. Real property tax liens have priority over all other liens against the same property 
regardless of the time of their creation by virtue of express provision of law. 

Property subject to ad valorem taxes is entered on separate parts of the assessment roll maintained by the County 
Assessor-Recorder. The secured roll is that part of the assessment roll containing State-assessed property and 
property on which liens are sufficient. in the opinion of the Assessor-Recorder, to secure payment of the taxes owed. 
Other property is placed on the "unsecured roll." 

The method of collecting delinquent taxes is substantially different for the two classifications of property. The taxing 
authority has four ways of collecting unsecured personal property taxes: I) pursuing civil action against the taxpayer; 
2) filing a certificate in the Office of the County Clerk specifying certain facts, including the date of mailing a copy 
thereof to the affected taxpayer, in order to obtain a judgment against the taxpayer; 3) filing a certificate of 
delinquency for recording in the County Assessor-Recorder's Office in order to obtain a lien on certain property of 
the taxpayer; and 4) seizing and selling personal property, improvements or possessory interests belonging or 
assessed to the taxpayer. The exclusive means of enforcing the payment of delinquent taxes with respect to property 
on the secured roll is the sale of the property securing the taxes. Proceeds of the sale are used to pay the costs of sale 
and the amount of delinquent taxes. 

A 10.0% penalty is added to delinquent taxes that have been levied on property on the secured roll. In addition, 
property on the secured roll with respect to which taxes arc delinquent is declared "tax defaulted" and subject to 
eventual sale by the Treasurer-Tax Collector of the City. Such property may thereafter be redeemed by payment of 
the delinquent taxes and the delinquency penalty, plus a redemption penalty of l.5% per month, which begins to 
accrue on such taxes beginning July 1 following the date on which the property becomes tax-defaulted. 

In October l 993, the Board of Supervisors passed a resolution, which adopted the Alternative Method of Tax 
Apportionment (the "Teeter Plan"). This resolution changed the method by which the City apportions property taxes 
among itself and other taxing agencies. This apportionment method authorizes the City Controller to allocate to the 
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City's taxing agencies 100.0% of the secured property taxes billed but not yet collected. In return. as the delinquent 
property taxes and associated penalties and interest arc collected. the City's General Fund retains such amounts. Prior 
to adoption of the Teeter Plan, the City c:,uld only allocate secured property taxes actually collected (property taxes 
billed minus delinquent laxes). Dclinquc1t taxes, penalties and interest were allocated to the City and other taxing 
agencies only when they were collected. The City has funded payment of accrued and current delinquencies through 
authorized internal borrowing. The City also maintains a Tax Loss Reserve for the Teeter Plan. This reserve has been 
funded at S9. I 5 million as of June 30, 2002, S9.05 million as of June 30, 2003, S8.93 million as of June 30, 2004, 
$10.08 million as of June 30. 2005, and SI0.06 million as of June 30, 2006. 

Assessed valuations ("AV") or the ten largest assessees in the City for the fiscal year ending June 30, 2006 arc 

shown in Table A-5. 

TABLE A-5 . 
CHY AND COUNTY OF SA!\' FRAJ\'CISCO 

Top Ten Principal Property Assessees 
Fiscal Y car Ended June 30, 2006 

Asses sec Type of Business AV ( $00<);;} %Total AV 

En1barcadcro Center Venture Offices, Corn1nercial $ 1.224.728 l .09'Yo 

Pacific (las & Electric Co. Ctilities, Gas & Electric 1.094,861 0.98% 

555 California St. Partners ()tliccs. Com1ncrclal 795,000 0.71% 

Equity Office Properties - One Market LLC Offices, Co1n1ncrcial 424.443 0.38% 

Marriott Hotel Hotels 389.795 0.35% 

Post-tvlontgotnel)' Associates Offices, c:ommcrcial 389,743 0.35% 

China Basin Ballpark Company LLC Possessory Interest-Stadium 383,007 0.34% 

Olympic View Realty LLC (Park Merced) Apart1nent 342,4:'.6 0.31% 

SBC California (formerly Pacific Bell) lJtilitics, c:o,nmunications 337.4·,7 0.30o/o 

IO I California Venture Offices, Com1nercial 281.9ii0 0.25% 

Ten Largest !'\ssessccs $ 5,663.460 5.05% 

All Other Assessees 106.387.>80 94.95% 

Total Taxable Assessed Valuation - All Taxpayers* s 112.051.340 100.00% 

Source: Office of the Assessor, City and County of San Francisco. 

Notes: * Represents the 1\sscsscd Valuation as of the Basis of Levy, which excludes escape assessments processed 
during the fiscal year. 

Other City Tax Revenues 

In addition to property tax, the City has several other major tax revenue sources, as described below. For a discussion 
of State constitutional and statutory limitations on taxes that may be imposed by the City, i:Jcluding a discussion of 
Proposition 62 and Proposition 218, sec "CONSTITUTIOl\AL AND STATUTORY TAX LIMIT,\TIONS ON TAXES AND 
EXPENDITURES" in the forepart of this OHicial Statement. 
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The following is a brief description of other major City-imposed taxes as well as taxes that arc collected by the State 
and shared with the City. 

Business Taxes 

Businesses in the City may be subject to two types of tax. The first is a payroll expense tax, assessed at a rate of 
L5% on gross payroll expense attributable to all work performed or services rendered within the City. The tax is 
authorized by Article 12-A of the San Francisco Business and Tax Regulation Code. The City also levies a 
registration tax on businesses which varies from S25 to $500 per year per subject business. 

The fiscal year 2006-07 Original Budget included S8.23 million in business registration revenues and 5323.94 
million in payroll tax revenues accruing to the General Fund. This compares to fiscal year 2005-06 actual collections 
of $7. 70 million in business registration revenues and $314. 71 million in payroll tax revenues. The Six-Month 
Budget Status Report rcnects that the City Controller's Office is projecting business tax revenue to be 53.36 million 
greater than budget 

Prior to April 23, 200 I, the City imposed an alternative-measure tax pursuant to which a business tax liability was 
calculated as a percentage of either its gross receipts or its payroll expense, whichever amount was greater. Between 
1999 and 200 l. approximately 325 businesses filed claims with the City and/or lawsuits against the City aq,'lling that 
the alternative-measure tax scheme violated the Commerce Clause of the United States Constitution. In 2001, the 
City entered into a settlement agreement resolving n1ost of these lawsuits and clain1s for considerably less than the 
total amount of outstanding claims. Concurrently with the settlement of the lawsuits, the City repealed the 
alternative-measure tax in 200 L All claims were required to be filed by November 200 L and at this time any 
payments related to lawsuits or claims already filed that remain unsettled, including the Macy's Federated case 
described below, are expected to be covered by contingency reserves set aside by the City. 

In October 2006 the First District Court of Appeal rejected the argument of Macy's Federated that it was entitled to a 
full refund of all taxes paid and adopted the City's proposed remedy as to the calculation of the award payable to 
Macy's Federated. Based on this ruling this refund amount is expected to total several hundred thousand dollars. 

Sales and Use Tax 

The State collects the City's local sales tax on retail transactions (currently LO°lc, less the 0.25% shifted by the State 
pursuant to the Triple Flip) along with State and special district sales taxes, then remits the local sales tax collections 
to the City. The local sales tax is deposited in the City's General Fund. Fiscal year 2006-07 sales and use tax receipts 
are budgeted at S 106.24 million. This compares to fiscal year 2005-06 actual collections of S l 03.07 million. The 
0.25%, reduction of the local sales tax allocation (related to the Triple Flip) is wholly backfilled by increased 
property tax allocations to the City. 

Historically, sales tax revenues have been highly correlated to growth in tourism, business activity and jobs. A fivc
year history of sales and use tax actual revenues from fiscal year 2000-01 through fiscal year 2005-06 is presented in 
Table A-6. This revenue is significantly impacted by changes in the economy, and after adjusting for State shifts 
related to the Triple Flip, fiscal year 2005-06 collections neared prior peak levels attained in fiscal year 2000-0L The 
Six-Month Budget Status Report reflects that the City Controller's Office is projecting sales tax revenues to be SL99 
million greater than budget Table A-6 reflects the City's actual Sales and Use Tax receipts for fiscal years 2004-05 
and 2005-06 and the impact due to the Triple Flip backfill payments. 
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TABLE A-6 
CIT\ Al\!) COlcl'ITY OF SAN FRAI\CISCO 

Sales and Csc Tax Receipts ($000's) 

Fiscal Year5 2000-01 through 2005-06 

Change 

Fiscal Year Tax Rate Citr Share Revenue s !li ., 
2000-0 I 8.25(\o LOO~·f1 $138,281 4.886 3.7'}~ 

2001-02 8.50(_':o 1.00~,;f 116,827 (21,454) -15.5 1};) 

2002-0.1 8.5()(\o 1.00'% 115,578 ( 1,249) -\.[% 

2003-04 8.50{\,;) l .00°/i) 120.642 5.0(,4 4.4°/i) 

2004-05 8.50!'·,;, 0.75°/i) 94,689 (25,')53) -2 l .5'?iJ 

2004-05 adj. 8.501";1 I . 000/0 118.287 (2,.155) -2.0°/o 

2005-06 8.50''.-'i) 0.75(\) I 03.074 8J85 8.9 1}() 

2005-06 adi. 8.501'-(1 1.00°/() 136.840 18.553 15.7°/0 

S,n,r._::e: Offitc ot Ilic Conholkr. (.' ity and C0tmty of San Frnncis~·o. 

Transient Occupancy Tax 

Pursuant to the San Francisco Business and Tax Regulation Code, a 14.0% transient occupancy tax is imposed on 
occupants of hotel rooms and remitted by hotel operators monthly. A quarterly tax-filing requirement is also 
imposed. In fiscal year 2005-06, revenue· from transient occupancy tax grew 13.6 percent (or approximately $21.53 
million). Budgeted revenue, across all funds. from transient occupancy tax for fiscal year 2006-07 is SI 82.60 
million; including 55.96 million allocated to the Redevelopment Agency and $125.43 million to the City's General 
Fund. As of the Six-Month Budget Status Report, the City Controller's Office is projecting tDtal transient occupancy 
tax revenues to be S6.50 million greater than budget, all of which will accrue to the City's General Fund during fiscal 
year 2006-07. Table A-7 sets forth a hi;.tory of transient occupancy tax receipts and illustrates that this revenue is 
significantly impacted hy changes in the economy. tourism. and business travel and is once again nearing prior peak 
levels attained in fiscal year 2000-0 I. 

TABLEA-7 
CITY A'D COl1'.'<·1y Of SAN FRA!\CIS(:O 

Transil'nt Occupanc~' Ta" Receipts (SOOO's) 

Fiscal Years 2000-0 I through 2005-06 

Change 

Fiscal Y car Tax Rate Revenue s % 
2000-0 I 14.000,/o $18{_3?7 S0.275 3 .40/;, 

2001-02 14.00'},, IJ~.226 (5(), 151) -2 9. ~ '\·o 

2002-03 14.00%, I 2 >{,590 (3.636) -2. 70,·o 

2003-04 14 .00°/<l I 4S.23 I !9Ji4 I 15.J'ro 

2004-05 14.00°/<J I 5 7 .94:'i 9, 713 6.6%1 

2005-0(, 14.00'\Ju 17 JA7 I 21,527 13.6%, 

Revenues arc adjusted so trndcrl:, ing: tax revenue is reflected in the same f1~cal year 

as the occupancy activity. 

Source: Office of the Controller. City and Co 1nty nf San Francisco. 

Real Property Transfer Tax 

A tax is imposed on all real estate transfers recorded in the City. The current rate is $5.00 per $1,000 of the sale price 
of the property being transferred for properties valued at $250,000 or less. S6.80 per S 1,000 for properties valued 
more than S250,000 or less than S999,999; and 57.50 per Sl.000 for properties valued at Sl.O million or more. 
Budgeted revenue from real property transfer tax for fiscal year 2006-07 is S 105.00 million, which assumed a 20.0% 
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reduction from the S 131.28 million in fiscal year 2005-06 actual collections. Unprecedented levels of commercial 
building transactions resulted in record transfer tax revenue collections during fiscal years 2003-04, 2004-05 and 
2005-06. This revenue source has generally proven to be more susceptible to economic and real estate cycles than 
most other City revenue sources. As of the Six-Month Budget Status Report, the City Controller's Office is 
projecting real property transfer tax revenues to be S3.90 million greater than budget. 

lltility Users Tax 

The City imposes a 7.5% tax on non-residential users of gas, electricity, water, steam and telephone utilities, as well 
as all cellular telephone and enhanced specialized mobile radio communication services for hilling addresses in the 
City. Budgeted revenue from utility users tax for fiscal year 2006-07 is $79.44 million. As of the Six-Month 
Budget Stanis Report, the City Controller's Office is projecting utility users tax revenues lo be S0.32 million greater 
than budget. 

A recent Internal Revenue Service Notice has the potential to affect the scope of services to which the City may 
apply its telephone user tax ('"TUT"), with the potential result of a substantial reduction in the revenues the City 
receives from this source on an annual basis. The City's TUT is linked in certain respects to the Federal Excise Tax 
("FET"), and on May 25, 2006 the IRS announced that it will no longer apply the FET to telephone toll services and 
to bundles of telephone services that include toll services. An ordinance adopted by the Board of Supervisors on 
August 15, 2006 and that went into effect on August 25, 2006 amended the City's Business and Tax Regulations 
Code to address this recent change in interpretation of federal law. This ordinance clarifies that the City levies its 
utility users tax under the City's inherent powers as a charter city and that federal law is not the basis or authority for 
the City's imposition of the utility users tax, including the TUT. This ordinance also provides that the City will 
continue to apply its TUT to all types of telephone communication services, including toll service. In addition, on 
July 27, 2006, the City's Treasurer-Tax Collector gave notice to the over 340 telecommunications carriers doing 
business in the City that the City will continue to apply its TUT to all types of telephone communication services. In 
other California jurisdictions, including Palo Alto and Los Angeles, lawsuits have been filed challenging the 
authority of California cities to impose similar taxes on cellphone usage and seeking refunds. Total TUT revenues 
were budgeted at S34.00 million in fiscal year 2005-06 and $37.50 million for fiscal year 2006-07. 

Parking Tax 

A 25.0% tax is imposed on the charge for oft~street parking spaces. The tax is authorized by the San Francisco 
Business and Tax Regulation Code and is paid by the occupants of the spaces then remitted monthly by the operators 
of the parking facilities. Budgeted General Fund revenue from the parking tax for fiscal year 2006-07 is 536.05 
million. As of the Six-Month Budget Status Report, the City Controller's Office is projecting parking tax revenues to 
be $ 1.20 million greater than budget. 

Intergovernmental Revenues, Grants and Subventions 

Intergovernmental revenues, grants and subventions arc budgeted at $1.074 billion for fiscal year 2006-07. This 
includes S353.93 million from the Federal government, $651.56 million from the State, and $68.68 million from 
other intergovernmental sources across all City funds. In the General Fund, intergovernmental revenues, grants and 
subventions are budgeted for a total of $664.54 million, including SI 94.27 million from the Federal government and 
$470.27 million from the State. As of the Six-Month Budget Status Report, the City Controller's Office is 
projecting intergovernmental revenues, grants and subventions to be S 1.35 million under budget for the General 
Fund. The major categories of such funds are set forth in further detail below. 
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Health and Wel/i,re Realignment 

In fiscal year 1991-92. the State transferred to counties responsibility for determining service levels and 
administering most mental health, public health and some social service programs. thereby reducing the State's 
obligations. The State also increased its share of certain welfare costs fonncrly home by counties. In order to meet 
these obligations, counties receive the proceeds of a 0.5'% statewide sales tax and a portion of vehicle license fees. 
These sources arc budgeted to provide $224.5 million to the City's General Fund and .ts two, General Fund
supportcd county hospitals for fiscal year 2006-07. As of the Six-Month Budget Status Report, the City 
Controller's Oflice is projecting health and welfare realigmnent revenues to be on budget. 

;\1otor Vehicle License Fees 

The City's budget reflects the permanent roll-back of the VLF revenues, along with the associated Triple Flip 
backfill shill made by the State wherein it partially reduced the amount of property taxes shifted from the City to the 
ERAF to make up the difference. Alier factoring in all State shitis, the fiscal year 2006-07 budget level for vehicle 
license fee revenues is $5.6 million. As of the Six-Month Budget Status Report. the City Controller's Office is 
projecting motor vehicle license fee rever,ucs to be on budget. 

Public Sa/etv Sales Tax 

State Proposition 172, passed by California voters in November I 993, provided for the continuation of a one-half 
percent sales tax for public safety expenditures. Budgeted revenue from this source is S74.03 million for fiscal year 
2006-07. As of the Six-Month Budget Status Report, the City Controller's Office is projecting public safety sales tax 
revenues to be $1.22 million less than budget. This Revenue is a function of the City's proportionate share of 
statewide sales activity. 

Other Intergovernmental Grants and Subventions 

In addition to those categories listed above, across all funds in fiscal year 2006-07, the City budgets approximately 
$770.04 million in social service subventions from the State and Federal governments to time. programs such as Food 
Stamps, CalWORKs, Child Support Services and transportation projects. Health and welfare subventions arc often 
based on State and Federal funding fon11ulas, which currently reimburse counties according to actual spending on 
these services. As of the Six-Month Budget Status Report, the City Controller's Oflice is projecting other 
intergovern1ncntal grants and subvcntlons revenues to be $0.13 million less than budget in the General Fund. 

Charges for Services 

Charges for services arc budgeted at $133.97 million for fiscal year 2006-07 in the General Fund. This includes 
$32.84 million of general government sc,:vice charges (including, for example, city planning fees), S24.58 million of 
public safety service charges (including, for example. boarding of prisoners and safety inspection fees), $7.08 million 
of recreation charges, $47.39 million of McdiCal, McdiCare and health service charges, $11.79 million of other 
miscellaneous service charges. and SI 0.30 million of internal service cost recoveries. As of the Six-Month Budget 
Status Report, the City Controller's Otlice is projecting charges for services on revenues to be $2.35 million under 
budget. 

Investment Policy 

The management of the City's surplus cash is governed by an Investment Policy administered by the Treasurer-Tax 
Collector. In order of priority, the objectives of this Investment Policy are the preservation of capital, liquidity and 
yield. The preservation of capital is the foremost goal of any investment decision. and investments generally arc 
made so that securities can be held to maturity. Once safety and liquidity objectives !'.ave been achieved, the 
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Treasurer then attempts to generate a favorable return by maximizing interest earnings without compromising the 
first two objectives. A report detailing the investment portfolio and investment activity, including the market value 
of the portfolio. is submitted to the Mayor and the Board of Supervisors monthly and is made available on the City's 
website. (These reports are not incorporated by reference herein.) 

The investment portfolio is structured with the objective of enabling the City to meet all disbursement requirements 
that are anticipated from any fund during the subsequent eighteen months. As of March 31. 2007 the City's surplus 
investment fund consisted of the investments classified in Table A-8. and had the investment maturity distribution 
presented in Table A-9. 

TABLEA-8 
CITY AND COUNTY Of SAN FRANCISCO 

Investment Portfolio 

Pooled Funds 

As of !\1arch 31, 2007 

Type of Investment Par Value Book \TaJuc Market \'alue 

Treasury Bills $ 205.000.000 s 200,077,246 s 200.577.399 

T rcasury >J otcs 530.000.000 527.505,388 528.128.125 
F;\IM.i\ Discount ;\Jotes 687.000.000 660,427, l 04 669.332.900 

Federal Home Loan Disc Notes 3 l 6JJOO.OOO 311,477,977 313.377.690 
FMC Discount Notes 877.000.000 848,827,392 862.778.376 
Negotiable C.D.'s 415,000.000 415.000.000 414.945.280 
c:ommercial Paper Disc 733.000,000 719.395.678 726,324,947 

Public Time Deposit 35.200.000 35,200,000 33.993.175 
Total s 3.798.200.000 $ 3,717.910.785 s 3,749.457.892 

.\011rce: Office o{!he Ii·easurer, Cit\' and Co11111_1· o/',5on Fronc1:,co 

From Hank of/v'c1\' York-Cu,todial Sa/i:kl!(:ping. SunGard .\\·stemY-lnl'entory Cunrrol Progra111 
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TABLEA-9 
CITY AI\D COU'.I.TY OF SAi\ FRANCISCO 

Investment Maturity Distribution 
Pooled Funds 

~1arch 31, 2007 

Maturity In Months Cost Pcrccntal!c 
I to 2 $1,150.566.472 30.91}·() 

2 to 3 334.542,811 9.0~/;) 

3 to 4 469.671.540 12.6~·;) 

4 to 5 291,715,873 7.81:rii 

5 to 6 501.495.118 13.5% 

6 to 12 969,918.971 26.2!!/o 

12 to 60 - -
,3,717.910,785 I00.00% 

V\1 cightcd A vcragc \1aturity: 143 Days 
5,'uurce. Ol!icc o{tlw Tn,a.\/irer. Cifl· and Co111111· n/ 5·011 rn111( i.v·o 

f'rom Hank o(,\'e11· i"ork-C11sf1Jdtal Saf,,kee11i11g. S1111G1.1rd S1·s1ems-J111·e11torr ('111111·0/ Program 

Statement of Direct and Overlapping IJ;ondcd Debt and Long Term Obligations 

The pro forma statement of direct and overlapping bonded debt and long-term obligations (the "Debt Report"), 
presented in Table A-10 has been compiled by the City's Office of Public Finance. 

The Debt Report generally includes long-tcnn obligations sold in the public credit markets by the City and public 
agencies whose boundaries overlap the boundaries of the City in whole or in part. Long-tcrn1 obligations of non-City 
agencies generally arc not payable from revenues of the City. In many cases long-term obligations issued by a public 
agency arc payable only from the general fond or other revenues of such public agency. In the Debt Report, lease 
obligations of the City, which support indebtedness incurred by others, are included. As reflected in the Debt 
Report, the City Charter limits the City's outstanding general obligation bond debt to 3'Yo of the total assessed 
valuation of all taxable real and personal property within the City. 
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TABLEA-10 

CITY A~D C()UNTY OF SAN FRA~CISC() 

~'tatcment of Direct and o,,crlapping Debt and Lon~-Term Obli~ations 

2005-2006 Assessed Valuation (net of non-reimbursable & homl..'owm.::r CXl'mptiom;,J: 

DIRECT GENER4.L OBLIGATIOI\ BOI\D DEBT 

General City Purposes Carried on the Tax Roll 

GROSS DlRECT DEBT 

DIRECT LIL\SE PAY:vJF:NT AI\D LONC-TERl\1 OHLIGATIO'."<lS 

San Francisco COPs, Series 1997 (2'789 25th Street Property) 

San 1-'rancisco COPs, Series 1999 (555-7th Street Property) 

San Francisco Parking .\uthority Lease Revenue Hds, Series 2000A (North Beach Garnge) 

San Francisco COPs. Series 2000 (San l3runo Jail Rcplacemcm Project) 

San Francisco Refunding COi's, Series 2001 • I (25 Van Ness Avenue Property) 

San Francisco Rcfllnding Settlement Obligation Bonds, Series 2003-R 1 

San Francisco COPs, Series 2001A & Taxable Series 2001 B (30 Van Ness Ave. PropL'tty) 

San Francisco COPs. Series 2003 {Juvenile Hall Replacement Project) 

San Francisco Finance Corporation, Equipment LRBs Series 2002A. 2003A, 2004A, 2005A, 2006A 

San Francisco Finance Corporation Emergency Communication Series, 1997. 1998. 1998-1, 1999-1 

San Francisco Finance Corporation Moscone Expansion Center. Series. 2000-1, 2000-2, 2000-3 

San Francisco Finance Corporation LRBs Series 2006A, Open Space 1-und (Various Park Pn~jL'Cts) 

San Francisco Lease Revenue Refunding Bonds. Sencs 1998-1 

San Francisco Rc<lcvdopmcnt Agency Moscon1,.• Convention Center 1992 

San Francisco Redevelopment Agency Lease Revenue Refunding Bonds. Series 2002 

San Francisco Rcdcvclopn1ent AgL'TICY Lease Revenue Refunding Bonds, Series 2004 

San Fnmcisco Refunding Certificates of Participation, Series 2004-Rl (San Francisco Courthouse Project) 

LONG-TERM OBLIGATIONS 

GROSS DIRECT DEBT & LONG-TERM OBLIGATIONS 

OVERLAPPING DEBT & LO~G-TER'.\1 OBLIGATIONS 

Bayshorc Hester Al:iscssment District 

San Francisco Bay Arca Rapid Transit District (33%,) Sales Tax Revenue Bonds 

San Francisco Bay Arca Rapid Tn1nsit District (29~·0) General Obligation Bonds 

San Francisco Community College District General Obligation Bonds - Election of 2001, 2005 

San Francisco Parking Authority Meter Revenue Rcfundmg Bonds - 1999-1 

San Francisco Redevelopment Agency Hotel Tax Revenue Bonds - 1994 

San Francisco Redevelopment Agency Hotel Tax Revenue Refunding Bonds - 1998 

San Francisco Redevelopment Agency Obligations (Property Tax Jncrem1,.'l1t) 

San Francisco Unified School District General Obligation Bonds - Election of2003 

San Francisco Unified SchtX>I District Gcncr,1] Obligation Bonds - Election of2006 

San Francisco Unified School DistricLCOPs 0235 Mission Street), SL'lics 1992 

San Francisco Unified School District COPs - 1996 Refunding, 1998 & 1999 

TOTAL OVERLAPPING DEBT & LONG-TERM OBLIGATIONS 

GROSS COMBINED TOTAL OBLIGATIONS 

Ratios to Assessed Valuation: 

Gross Direct Debt (General Obligation Bonds} 

Gross Direct Debt & Long-Tenn Obligations 

Gross Combined Total Obligations 

The accreted value as of July 1, 2006 is 587.966,857. 

" Excludes revenue and mortgage revenue bonds notes, and non-bonded third party financing !case obligations. 

s 119,870,979,379 

Outstanding 

4/30/2007 

$1,238.135.000 

$1,238.135,0110 

$6.955,000 

6.985,000 

7.115,000 

130.710,000 

11,245,000 

27.095,000 

33.975,000 

40,3so,mH1 

18,585,000 

44,230,(llll) 

151,200,000 

27,005,000 

1,595,000 

27,038.731 

66,895,000 

33,565,000 

36,670,000 

S67l,243,731 

$1,909.378,731 

$855.000 

132,918,333 

25,283,650 

272,480.000 

20,150,000 

9,040.000 

53,260,000 

595,894.178 

272,445,000 

100,000,000 

8.015,690 

16,015,000 

S 1,506,356,851 

$3,415.735.582 

Actual Ratio 

l .03o/o 

1.59°/o 

2.85o/o 

· Section 9. 106 of the City Charter limit:-. is:-.uancc of general obligation bonds of the City to 3(7!) of the assessed valw.: of all real and personal 
property within the City's boundaries that is subject to City taxes. 

Source: Office of Public Firnmcc. City and County of San Francisco. 
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Tax Supported Debt Service 

Under the State Constitution and the Charter, the City general obligation bonds can only be authorized with the 
approval of the voters. As of April 30, 2007, the City had S 1.24 hi Ilion aggregate principal amount of general 
obligation bonds outstanding. 

Table A-11 shows the annual amount of debt service payable on the City's outstanding general obligation 
bonds. 

TABLE A-Il 
CITY A'.'ID COUNTY OF SAN FRA',CISCO 

Direct Tax Supported Debt Service 

As of A(!ril 30, 2007 111121 

Fiscal r\nnual 

Year Principal Interest Dehl Service 

2007 582.191,207 528.748,363 SJ 10.939,570 

2008 89.589.405 53, 712.739 143,302.144 

2009 95.302,785 49.523.389 144,826.174 

2010 89.646.357 45.102.798 134.749,155 

201 J 9].310.133 40.774.710 132,084,843 

2012 79,774,124 36.603.537 116.377.661 

2013 70,853.341 32,832.258 103,685.599 

2014 65.472.799 29.431.074 94,903,873 

2015 58.482,510 26.394.565 84.877,075 

2016 61,187,490 22.312,571 83.500,06] 

2017 51,212.752 19.768.886 70.981.638 

2018 49,803,314 18.666.573 68.469,887 

2019 50.304. J 93 16,355,316 66,659.509 

2020 43.695.406 J 4,0}0.860 57,726,266 

2021 40,086.973 12.036.026 52,122,999 

2022 34. 703,913 J 0,035.36 7 44,739.280 

2023 33.946,248 8, J 4 ].806 42,088,054 

2024 31,959,001 6,598,662 38.557.663 

2025 27.327.]94 5,164,720 32.491.914 
202() 16.925.854 3,931,780 20,857,634 

2027 J 7,530,000 3.224.950 20.754.950 

2028 18,330,000 2.465.377 20.795,377 

2029 J 8,840,000 ].(170,587 20.510,587 

2030 19,660.001 853,251 20.513.252 

TOTAL111 SJ ,238.135.000 $488,3 80.J 65 S l.726,5 J 5.l 65 

11 The City's only oubtanding direct tax supported debt is general obligation bonded indebtedness. 

This table docs not reflect any debt other than City direct tax supported deht. such as any assessment 

district indcbtcdncs:, or any redevelopment agency indebtedness. 
12 Totals reflect rounding to nearest dollar. ,, 

For purposes of this table, the interest pLymcn! on the general obligation bonds. Series 2005 BCD 

(Laguna Honda Hospital) arc assumed to be 4.3°/o whit:h is the approxin1atc historical average of 

the Bond Market A:-.sociation plus a sprc·ad. These bonds are in variable rate mode. 

Source: Office of Public Finance. City ,.nd County of San Francisco. 

A-23 



General Obligation Bonds Authorized but Unissued 

In :'lovembcr 1992, voters approved Proposition A, which authorized the issuance of up to S350J) million in 
general obligation bonds to provide moneys to fund the City's Seismic Safety Loan Program (the "Loan 
Program"). The purpose of the Loan Program is to provide loans for the seismic strengthening of privately
owncd unreinforced masonry buildings in San Francisco for affordable housing and market-rate residential, 
commercial and institutional purposes. In April 1994, the City issued S35.0 million in taxable general 
obligation bonds to fund the Loan Program and in October 2002, the City redeemed all outstanding bonds 
remaining from such issuance. In February 2007 the Board of Supervisors approved the issuance of additional 
indebtedness under this authorization in an amount not to exceed $35 million. Such issuance would be 
achieved pursuant to the terms of a Credit Agreement with Bank of America, N. A. (the "Credit Bank"), under 
which the Credit Bank agreed to fund one or more loans from time to time to the City as evidenced by the 
City's issuance to the Credit Bank of the Taxable General Obligation Bond (Seismic Safety Loan Program), 
Series 2007 A. The funding by the Credit Bank of the loans at the City's request and the terms of repayment of 
such loans are governed by the terms of the Credit Agreement Loan fonds received by the City from the 
Credit Bank are in tum used to finance loans to Seismic Safety Loan Program borrowers. In March 2007 the 
City initiated an initial borrowing of S2 million from the Credit Bank. Further borrowings under the Credit 
Agreement with the Credit Bank (up to the S35 million not-to-exceed amount) arc expected as additional loans 
to Seismic Safety Loan Program borrowers are approved. 

The Board of Supervisors adopted Resolution No. 272-04 on May 11, 2004 (the "2004 Resolution"). The 
Mayor approved the 2004 Resolution on May 13, 2004. The 2004 Resolution authorized the issuance of not to 
exceed $800.0 million aggregate principal amount of its General Obligation Refunding Bonds from time to time 
in one or more series for the purpose of refunding all or a portion of the City's outstanding General Obligation 
Bonds. On June 16, 2004, the City issued $2 L 93 million of General Obligation Refunding Bonds Series 2004-
RI (the "Refunding Bonds"), to refund $21.5 million of outstanding general obligation bonds. As a result of the 
issuance of the Refunding Bonds, the City reduced the total general obligation bond debt service by S0.9 
million on a present value basis. The City has issued two more series, pursuant to the 2004 Resolution: $90. 70 
million of General Obligation Refunding Bonds, Series 2006-RI in October 2006 and S66.57 million of General 
Obligation Refunding Bonds, Series 2006-R2 in December 2006. 

In November 2000, voters approved Proposition A, which authorized the issuance of up to $105.9 million in 
general obligation bonds for the acquisition, renovation and construction of branch libraries and other library 
facilities. The City has issued three series of library bonds and the City anticipates issuing the remaining $31.1 
million of the total authorization in the fall of 2007. 

Table A-12 below lists the City's voter-authorized general obligation bonds including authorized programs for 
which bonds have not yet been issued. Series are grouped by program authorization in chronological order. The 
authorized and unissued column refers to total program authorization that can still be issued, and docs not refer 
to any particular series. As of April 30, 2007, the City had authorized and unissued general obligation bond 
authority of $344.07 million. 
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TABLE A-12 
CITY A'IID COU'I/TY OF SAN FRANCISCO 

General Obligation Bonds (as or April 30. 2007) 
Authori1:cd 

Dc~cript1on oi lssueJ..Llillc of Autliori;,ation l ;i£.r~ bsm:d !Jutstanding & Unissucd 

Golden Gate Park lmpron.:mcms (/1-'2:92l ]l)\)7,\ S25J05.000 S!,180.000 

200IA 17.0(,(),000 13.970.000 

Sc1smi( S:.foty L1Mn Pro.~ram \ l I: :v921 2007:\ .:'.000.000 2.000.000 $] ! .,.000.000 I' 

~chool D1stnd Faciltt1e~ lmµn,,..:mcnts Ui''7-'94) l'l'l7B 22.05\UfOO I .035Jl00 

Asian Art \rluscum Relocation l'rc,_kct ! l ! -'8/94) 1 IJ991) !6,?30.000 3.075,000 

Steinhart Aqtunurn lmpwvcm<:nt 111 ·"7 95 J 2i105F 29.2--1-5.000 28.IX0,000 

A!li.lrdabk Housing Bonds ( 11·5 '96) l9QX,\ 20.00ll.!lOO 14.7XOJlOO 

1999.\ 20.000.000 15.765.000 

20001) 20J)OOJ!Ol) 4,440.000 

2001( l7.00\Ul00 14.100.()00 

200 ! J) 23Jl00.0()0 l (;\640.000 

lidm:atinnal Fm.:ihtic~ Conimum,y College Dis11ict (6/3197) 1999A 20395.000 !.795.000 

2()00:\ 29.605.000 2.440.000 

!'.dm:auonal F:1eili1ie~ Unified S,hool D1stni_:t (6i \197) l99QB 60.520.000 5.325,000 

20038 29.4X0.000 26. l 05.000 

Loo h1cilities Bonds (6<V97) 1999(' ! 6,S45,00!l I .4XO.OOO 

2000B 17.440.000 1.435.000 

2002A 6.210.000 5.295.000 

200511 7.505,000 7.2:Hl.000 

Lagun.J lhmda Hospital ( 11 .-2.,9Q) 2005A l I 0.000.000 i I 0.000.000 

2005B 40.000.0{)0 40.000.000 

200.'i(' 40.tlO(UH!O 40,000.000 

20051) 40.000.000 4!)JHl0.000 

20051 69.000.000 69J)00.000 

Neighborhood Recreation and Park (3/7 100) 2000(' 6.180.000 505.000 

20018 !4.060.000 11.510.000 

2003A 20. 960J)OO I R.560.000 

2004A OX.800.000 64.1::;o.ooo 

California Academy of Sciences Improvement (3 17.-00) 200.iH 8J)75J)()() ?.52:\000 

20051: 79,370.000 76.480.000 

Branch Library Facihtie~ lmprovemelll ( 1117 00) 20011-. I i.665.000 14.590.000 

2002B 23. ! 35.000 !9.730.000 

2005G :;4,000,000 32.765.000 3!.065.000 

SlJBTOTALS $971,435,000 S 714,065,000 $344.065.000 

().::new! Obligation Refunding Bonds Series 199?-1 bsucd 10 ·27.-97 $449.085.000 S261.390.000 

(;enernl Obligation Refunding Bonds Scnc:, 200.:':-R I issued 4123102 $[ 18.945.000 $96,065,000 

General Oh!igation Refunding Bends Series 200-t-R ! is~ut'J fr'l 6/()4 $21.930.000 S9360.000 

General Obligation Refunding Bonds Series 20(1<',-R ! issued 10·'17.-06 $90.690.000 $90.690.000 

General Obligation Refunding Bends Series 200,\-R2 issued 12/l X/06 Sb6.565.000 $66,565.000 

TOTALS $1.718.650,000 $1.238.135.000 $344,065.000 

"' Of the $35.000,000 authorized b:,- the Hoard of~upcrvisors in February 2007. $2,000.000 ha.~ been drawn 

upon 10 date pursuant to the Credit Agreement d,:scribed under "General Obligation Bond~ Au1hori1T-d but l:ni:,sued". 

Source: Otlkc or P11bli..: Finance. City and County of San Francisco. 
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Lease Payments and Other Long-Term Obligations 

Table A-13 sets forth the aggregate annual lease payment obligations supported by the City's General Flllld 
with respect to outstanding lease revenue bonds and certificates ofpa11icipation as of April 30, 2007. Note that 
the annual payment obligations reflected in Table A-13 include the fully-accreted value of any capital 
appreciation obligations that will accrue as of the final payment dates and docs not include general obligation 
bonds. 

TABlE A-13 , 

CITY Al\D COUNTY OF SAN FRAI\CISCO 
Lease Payment and Other Long-Term Obligations 

As of April 30, 2007 
Annual 

Fiscal Pay1nent 
Year Principal Interest Obligation 
2007 $4,960,000 57,461,344 S 12.421,344 
2008 41,768,666 36.540, 198 78,308.864 
2009 40.275.247 35,502,396 75,777,643 
2010 31,567,024 34,552,087 66,119.111 
2011 31,513,573 33,768,896 65,282,469 
2012 23.905.763 32,958,749 56,864,512 
2013 24,471,157 32.315,241 56.786.398 
2014 23.596,550 31,598,411 55,194,961 
2015 29.190.751 25,940,680 55.131.431 
2016 35.860,000 19,313,331 55, 173,331 
2017 35, 120,000 17,687,473 52,807.473 
2018 35,585,000 16,003,211 51,588,211 
2019 36,025,000 14.289,206 50,314,206 
2020 21.280,000 12,920,200 34,200,200 
2021 21,440,000 11,919,921 33,359,921 
2022 21,835,000 10,901,250 32, 736,250 
2023 22,215,000 9,861,469 32,076,469 
2024 22,630,000 8.808,848 31,438,848 
2025 19.180,000 7 ,738,761 26,918,761 
2026 17 .910,000 6,871,632 24,781,632 
2027 22.400,000 5,956,498 28,356,498 
2028 19,785.000 4,998,929 24,783,929 
2029 20,605.000 4.085,579 24,690.579 
2030 21.760.000 3,131,436 24,891,436 
2031 11.855.000 2. 123.898 13,978,898 
2032 12.470,000 1.505.656 13,975.656 
2033 10, 740,000 913.544 11.653,544 
2034 l l ,300,000 349.856 l l ,649,856 

TOTAL [Jj{:J ~f1ZI ,;1J 7JJ ~~JQ QI~ 7!1Q Sl !Ul '~";13l 
ii To!ab reflect rounding to nearest dollar. 
[~_ For purposes ()f this tahlc. lhe iniercst payments on the Lease Revenue Bonds. Series 2000-1. 2. 3 (Moscone 

Center Expansion Project) are assumed w he 4.3'% - the approximate historical average of thc Bond Market 

A~~ociation Index plus a spread. These hunds are in variable rate mode. 

Source: Offkc u( Public Finance. City and County of San Francisco 
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The City electorate has approved scv~ral lease revenue bond propositions in addition to those bonds that have 
already been issued. When issued. these voter-approved lease revenue bonds will be repaid from lease payments 
made from the City's General Fund. The following lease programs have remaining authorization: 

In 1987. voters approved Proposition F. which authorizes the City to lease finance (without limitation as lo 
maximum aggregate par amount) the construction of new parking facilities. including garages and surface lots, 
in eight of the City's neighborhoods. In July 2000, the City issued 58.19 million in kasc revenue bonds to 
finance the construction 01· North Beach Parking Garage. which was opened in February 2002. There is no 
cun-ent plan to issue any more series of bonds under Proposition F. 

In 1990, voters approved Proposition C, which amended the Charter to authorize the City to lease-purchase 
equipment through a nonprofit corporation without additional voter approval but with certain restrictions. The 
City and County of San Francisco Finance Corporation (the "'Corporation") was incorporated for that purpose. 
Proposition C provides that the outstanding aggregate principal amount of obligations with respect to lease 
financings may not exceed $20.00 million. such amount increasing by five percent each fiscal year. As of May 
I, 2007, the total authorized amount for such financings was S43.66 million. The total principal amount 
outstanding as of May I, 2007 was S 18.59 million. It is anticipated that the Corporation will issue 
approximately $11.00 million in equipment lease revenue bonds in May 2007. 

In 1994, voters approved Proposition B, which authorized the issuance of up to S60.00 million in lease revenue 
bonds for the acquisition and construction of a combined dispatch center for the City's emergency 911 
communication system and for the emergency information and communications equipment for the center. In 
1997 and 1998, the Corporation issued $22.64 million and $23.30 million of Proposition B lease revenue bonds, 
respectively leaving SI 4.00 million ir. remaining authorization. 

In June 1997, voters approved Proposition D, which authorized the issuance of up to $1 00.00 million in lease 
revenue bonds for the construction of a new football stadium at Candlestick Point, the home of the San 
Francisco 49crs football team. If issued, the SI00.00 million of lease revenue bonds would he the City's 
contribution toward the total cost of the stadium project and the 49crs would be responsible for paying the 
remaining cost of the stadium construction project. The City has no cun-ent timetable for issuance of the 
Proposition D bonds. 

On March 7. 2000 voters approved Proposition C which extended a two and one half cent per $100.0 in 
assessed valuation property tax set-aside for the benefit of the Recreation and Park Department (the Open Space 
Fund). Proposition C also authoriLfS the issuance of revenue bonds or other fonns or indebtedness payable 
from the Open Space Fund. The City issued $27.00 million of such Open Space Fund lease revenue bonds in 
October 2006. The City anticipates issuing an additional S25.00 million of such Open Space Fund lease 
revenue bonds in July 2007. 

Overlapping Debt 

In November 2001, voters approvec. Proposition A. Proposition A of 2001 authorized the issuance of up to 
SI 95.0 million in general obligaticn bonds to finance construction of new Chinatown and North Beach 
campuses of the San Francisco Community College District (the "SFCCD") and to make improvements to 
existing facilities. The SFCCD issued S38.0 million of such authorization in March 2002 and S 110.0 million in 
October 2004. On November 8, 200:i, voters approved an additional issuance ofup to S246.3 million in general 
obligation bonds to improve, construct and equip existing and new facilities of the SFCCD. SFCCD issued an 
aggregate principal amount of SI37.0 million in .June 2006 consisting of the remaining S47.0 million of the 
November 200 I authorization and $90.0 million of the November 2005 authorization. 

On November 4, 2003, voters approved Proposition A. Proposition A of 2003 authorized the San Francisco 
Unified School District (the "SFUSD") to issue up to $295.0 million of general obligation bonds to repair and 
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rehabilitate school facilities, and various other improvements. The SFUSD issued 558.00 million of such 
authorization in October 2004 and S 130.00 million of such authorization in October 2005. The SFUSD issued 
the remaining 592.00 million in October 2006, leaving S 15.00 million authorized but unissued. 

On November 7. 2006, voters approved Proposition A. Proposition A of2006 authorized the SFUSD to issue an 
aggregate principal amount not to exceed $450.0 million of general obligation bonds to modernize and repair up 
to 64 additional school facilities and various other improvements. The SFUSD issued the first series in the 
aggregate principal amount of $100 million under the Proposition A authorization in February 2007. 

On November 2, 2004, voters approved Proposition AA. Proposition AA authorized the Bay Arca Rapid 
Transit District ("BART'') to issue general obligation bonds in one or more series over time in an aggregate 
principal amount not to exceed $980.00 million to strengthen tunnels, bridges, overhead tracks and the 
underwater Transbay Tube for BART facilities in Alameda and Contra Costa counties and the City and County 
of San Francisco. Of the $980 million, the portion payable from the levy of ad valorem taxes on property 
within the City the ("City Portion") is approximately 29.0% or $282.0 million. BART issued SIOO.O million of 
such authorization in May 2005. Of the SIOO.O million issued, the City Portion is approximately S29.0 million. 

Labor Relations 

The City's fiscal year 2006-07 Original Budget includes approximately 30,000 full time personnel, excluding 
employees in the SFUSD, SFCCD, and San Francisco Superior Court. City workers are represented by 37 
different labor unions. The largest unions in the City arc the Service Employees International Union (Locals 
United Health Workers - West, 535 and 790); International Federation of Professional and Technical Engineers 
(Local 21 ); and unions representing police, fire. deputy sheriffs and transit workers. 

The wages, hours and working conditions of City employees are determined by collective bargaining pursuant 
to State law (California Government code Sections 3500-3511, "Mcycrs-Milias-Brown Act") and the Charter1

• 

Except for nurses, transit workers. and a few hundred unrepresented employees, the Charter requires that 
bargaining impasses be resolved through a final and binding interest arbitration conducted by a panel of three 
arbitrators. The award of the arbitration panel is final unless legally challenged. Strikes by City employees arc 
prohibited by the Charter. Since 1976, no City employees have gone on a union-authorized strike. 

Wages, hours and working conditions of nurses and transit workers are not subject to interest arbitration, but arc 
subject to Charter-mandated economic limits. 

The City's employee selection procedures arc established and maintained through a civil service system. In 
general, selection procedures and other "merit system" issues are not subject to arbitration. However, 
disciplinary actions are generally subject to grievance arbitration, with the exception of police and fire 
employees. 

The City's retirement benefits are established directly by the voters, rather than through the regular collective 
bargaining process; most changes to retirement benefit formulae require a voter-approved Charter amendment. 

; Registered :',.;urscs arc covered under Charter Section i\8.403; Transit Operators arc covered under Charter Section A8.404; Police, Fire and Deputy 
Sheriffs arc covered under charter Section A8.590~ l and all other ··miscellaneous employee~;"' arc covered under Charter Section AS.409. 
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In 2006, the City negotiated three-year successor agreements (July I. 2006 through June 30, 2009) with all 
labor unions covered under Charter Section A8.409. Based on the MOUs that expired J.mc 30. 2006, the City 
was to resume paying the employees· contribution to retirement. llowcvcr. in the newly negotiated fiscal years 
2006-07 through 2008-09 agreements. most unions agreed to continue paying their own retirement contribution 
in exchange for an additional base wage increase. In general, employees agreed to pay their employee 
contribution to either the California Public Employees Retirement System ("CalPERS") (either 7% or 9%, 
depending on the plan) or San Franci;:co Employees Retirement System ("'SFERS" or the "Retirement System") 
(7.5%) retirement plans for all three years. In exchange for the employees' agreement to resume payment of 
their retirement contribution, the City will increase employees' base pay by a cost-equivalent post-tax amount. 
Additionally, employees will receive some general wage increases in each year of the contract. A few unions 
opted not to continue paying the employee contribution and therefore did not receive the additional increase. 

ln 2006. the City negotiated one-year contracts (July I. 2006 through June 30, 2007) with the Staff Nurses and 
Nurse Managers. Given the national nursing shortage. and the City's commitment to Jrovide quality public 
health and meet State-mandated nurse-patient ratios, these agreements reflect wage and staffing increases to 
address market conditions for Registered Nurses. Negotiations for a successor agreement will commence in 
spring 2007. 

Of the unions covered under Charter Section A8.590- l, the City negotiated a successor agreement with the 
Deputy Sheriffs, effective July I, 2005 through June 30. 2009. Employees covered by this agreement will pay 
their retirement contribution and receive general wage increases each year of the agceement. The current 
Police, Police Management, Fire and Fire Management contracts will expire on June 30, 2007. The parties are 
in the process of negotiating successor agreements. 

Pursuant to Charter Section 8A. I 04. the MT A is responsible for negotiating contracts for the transit operators 
and employees in service critical bargaining units. These contracts arc subject to approval by the MT A Board. 
The current contract covering transit operators expires on June 30, 2008. 

In addition. the City adopts an annJal ''Unrepresented Employees' Ordinance" for employees who arc not 
exclusively represented by a union. The Ordinance for fiscal year 2006-07 provides for employer pick-up of 
the employees' retirement contribution and a general wage increase. The Ordinance for fiscal year 2007-2008 
will be filed with the Board of Supervisors in spring 2007, to become effective July l, 2007. 
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TABLE A-14 

,,, 

CITY AND COUNTY OF SAN FRANCISCO 
Emplo~ee Organizations a5 of .June 30, 2006 

Or~aninnion 
Automothc :Vlachinisb. Local l 414 

Bricklayers. Local 3iJlod Carricrs, Local 36 

Buildl11g Inspector~ Association 

Carpenter,.:. Local 22 
CIR-SEJL (Interns & Residents) 

Ct·mcnl h<1asons. Loco! 580 

Deputy ShcriftS As,,ociation 

District Attorney lnvcstig:ators Association 

Electrical \Vorkcrs. Local 6 

Glaziers. Local 71 S 

lntcrnmional Alliance of Theatrical Stage Emp!oyccs. Local I(, 
lrlmworkcrs. Local 377 

Lahorch International Union. Local 261 

~unicipal Allorncys' As-~ociation 

~unic1pal Exccuti\cs Association 

MEA - Police Management 

MEA - Fire Management 

Operating Lngmccrs, Local 3 

Painters. Local 1176 

Pi!c Dnvcrs, Local 34 
Plumbers. Local 38 

Probation Officers Association 

Professional & Technical Engineers. local 21 

Roofers, Local 40 

S.f. Institutional Police Officer'.'. Association 

S.F. Firefighters. Local 798 

S.F. Police Officers Association 

SEIU - Cll\V (250) 

SEIU. Local 535 

SEIU. Local 790 
SEIU. Local 790 (Staff Nurse) 

SEIU. Local 790 (H-1 Rescue P;iranH:dics) 

Sheet ~-fetal Workers. Local 104 

Stationary Engineers. Local 39 

Supervising Probation Officer'.'., Operating Engineers, Lncal 3 
Teamsters. Local 350 

Teamsters, Local 853 

Teamsters, Local 856 (multi-unit) 

Teamsters. Local 856 (Supcrv1sin~ Nurses) 

TWC. Local 200 (SEAM multi-unit & claims) 

TWU. Local 250·A T\.VU - Auto Service \\-'orkcrs 

TWU. Local 250-A. T\VU ~-flsc<:l!aneous 

T\VU. Local 250-A T\\-'U - Transit Operators 

Onion of American Physicians & Dentists 

Unrepresented Employees 

BudgctL:d 

Positions 
414 

17 

72 
I O(i 

204 

24 

865 

67 

785 

12 

14 

IR 

1/)52 

41] 

863 

2 

8 

59 

105 

17 
336 

150 

4,012 

13 

4 

l .730 

2.498 

1.816 

! .422 

7 .356 
l.445 

20 

48 

629 

19 

2 
1(,2 

117 

128 

303 

145 

93 

2,113 

178 

135 

29.989 [2' 

Expiration Date 

of~·fOU 
June 30, 2009 

June JO, 2009 

June 30. 2009 

June 30. 2009 

June 30. 2009 

June 30. 2009 

June 30, 2009 
June 30. 2009 

June 30. 2009 

June .~O. 2009 

June 30. 2009 

Junt• 30. 2009 
June 30. 2009 
June 30. 2009 

June 30. 2009 
Jun..:: 30, 2007 

June 30, 2007 

June 30. 2009 

June 30. 2009 
June 30. 2009 
Jun.;; JO. 2009 

June 30. 2009 

Junc 30. 2009 

June 30. 2009 

June 30, 2009 

June 30. 2007 

June 30. 2007 

June 30. 2009 

June 30. 2009 

June 30. 2009 
June 30. 2007 

June 30, 2005 

June 30, 2009 

June 30. 2009 

June 30. 2009 

June 30. 2009 

June 30, 2009 

June 30. 2009 

June 30. 2007 

June 30, 2009 

June 30. 2009 

Jun<.:: 30, 2009 

June 30. 2008 

June 30, 2009 

June 30. 2009 

The partii:s arc in the process ofncgotiatmg a successor contract. Under the status quo, 1hc salary link continues 

between the H-1 Fire Rescue Paramedics and the fl-3 Firefighter/Paramedic (represented by Firefighters, Local 798). 
Budgc1cd po~ition~ do not include SFl:SD, SFCCD, or Superior Court personnel. 

Source: Departmc111 of I !uman Resources - Employee Relations Division. City and County of San Francisco. 
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Risk Retention Pro~ram 

Citywide risk management is coordinated by the City's Risk Manager. With certain exceptions, it is the policy 
of the City not to purchase commercial insurance for the risks of losses to which it is exposed. The City's 
policy in this regard is based on its analysis that it is more economical to manage its risks internally and 
administer, adjust. settle, dcfond, and pay claims from budgeted resources (i.e .. '"self-insurance"). The City 
obtains commercial insurance when required by bond or lease financing covenants :,nd for other limited 
purposes. The City actuarially deter11incs liability and workers' compensation risk exposures as permitted 
under State law. The City docs not maintain commercial earthquake coverage. 

The City's property risk management approach varies depending on whether the facility is currently under 
construction or if the property is owned by self-supporting enterprise departments. For new construction 
projects, the City has utilized traditional insurance, owner-controlled insurance programs or contractor
controllcd insurance programs. Under the latter two approaches, the insurance program provides coverage for 
the entire construction project. When a traditional insurance program is used, typically for more limited scope 
projects, the City requires each contractor to provide its own insurance, while ensuring that the full scope of 
work be covered with satisfactory levels to limit the City's risk exposure. Other City buildings arc insured in 
connection with bond financing covenants or otherwise are self-insured by the City. Tho vast majority of the 
City's traditional insurance program is purchased for enterprise departments and other similar revcnue
gcnerating departments (SFO, Municipal Railway, PUC. the Port and Convention Facilities). 

Through coordination with the Controller and the City Attorney's Office, the City's general liability risk 
exposure is actuarially determined and is addressed through reserves set aside in the City's budget as reflected 
in the CAFR. The reserves arc sized based on both anticipated claim payments and projected timing of 
disbursement. 

The City actuarially determines and allocates workers' compensation costs to departments according to a 
formula based on the following: (i) the dollar amount of claims; (ii) yearly projections of payments based on 
historical experience and (iii) the size of the department's payroll. The administration of workers' 
compensation claims and payouts arc handled by the Workers' Compensation Division of the City's 
Department of Human Resources. Statewide workers' compensation reforms have resulted in City budgetary 
savings in recent years. The City continues to develop and implement improved programs, such as retum-to
work programs to lower or mitigate workers' compensation costs. Various programs focus on accident 
prevention, investigation and duty modification of injured employees with medical restrictions so the injured 
employees can rctun1 to work as early as possible. 

The City's estimated liability and workers' compensation risk exposures are summarized in Note 16 to the 
City's CAFR, attached hereto as App,)ndix C. 

The remainder of the insured program is made up of insurance for General Fund departments that arc required 
to provide coverage for bond-fmar.ced facilities, coverage for art at City-owned museums and statutory 
requirements for bonding of various public officials. 
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Retirement System 

The Retirement System is a defined-benefit plan that was initially established in the late 1880s and was 
constituted in its cun-ent form by the 1932 City charter and retained under the c1mcntly-cffcctive 1996 Charter. 
The Charter provisions governing the Retirement System may be revised only by a charter amendment, which 
requires an affirmative vote at a duly called election. The Retirement System's membership includes City 
employees who arc not members of CalPERS. SFUSD and SFCCD employees who are not members of the 
State Teachers Retirement System. and San Francisco Trial Court employees other than judges. 

The Retirement System is administered by the Retirement Board consisting of seven members, three appointed 
by the Mayor. three elected from among the members of the Retirement System, and a member of the Board of 
Supervisors appointed by the President of the Board of Supervisors. 

To aid in the administration of the Retirement System, the Retirement Board appoints an actuary and an 
Executive Director. The Executive Director's responsibility extends to all divisions of the system consisting of 
Administration, Investment, Retirement Services/ Accounting, and Defen-ed Compensation. The actuary's 
responsibilities include the production of data and a summary of plan provisions for the independent 
consulting actuary retained by the Retirement Board to produce a valuation report and other analyses as 
described below. 

The Retirement System estimates that the total active membership as of June 30, 2006 was 33,061, including 
2,901 vested members and 734 reciprocal 1nembers, compared to 32,760 me1nbers a year earlier. With respect 
to City employees, vested members arc members who (i) worked for the City for five or more years, (ii) have 
separated from City Service and (iii) have elected to receive a deferred vested pension in the future. 
Reciprocal members arc members who have established membership in a reciprocal pension plan and may be 
eligible to receive a reciprocal pension in the future. The total new enrollees in the Retirement System for 
fiscal year 2005-06 were approximately 2, 166. Checks arc mailed to approximately 20, 185 benefit recipients 
monthly. 

The assets of the Retirement System are invested in a broadly diversified manner across the institutional global 
capital markets. In addition to U.S. equities and fixed income securities, the fund holds international equities, 
global sovereign and corporate debt, global public and private real estate and an an-ay of alternative 
investments including private equity and venture capital limited partnerships. The investments arc regularly 
reviewed by the Retirement Board and monitored by an internal staff of investment professionals who in tum 
arc advised by external consultants who arc specialists in the areas of investments detailed above. 

Actuarial valuation of the Retirement System is a joint effort of the Retirement System and an independent 
consulting actuarial fiffll employed under contract by the Retirement Board. A valuation of the Retirement 
System is conducted each year along with periodic interim studies and other actuarial analyses of performance. 
The latest report as of June 30, 2006 was issued in January 2007. Upon receipt of the consulting actuarial 
firm's valuation report, the Retirement System staff provides a recommendation to the Retirement Board as to 
the Retirement Board's acceptance of the consulting actuary's valuation report. In connection with such 
acceptance. the Retirement Board acts to set the annual employer and employee contribution amounts required 
by the Retirement System as detailed in the report. 

In November 1980, the voters of San Francisco adopted a change in the method through which the liabilities 
of the Retirement System arc funded (the "Funding Method"). That change resulted in the following 
methodology to calculate Retirement System liabilities: 

• U sc of the entry age normal cost method. The entry age normal cost method is an actuarial method of 
calculating the anticipated cost of pension liabilities designed to fund promised benefits over the 
average future working life of the Plan's members. 
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• Amortization of supplemental costs over no more than 20 years. Supplemental costs are additional 
costs resulting fron1 the past service con1ponent of Rclircmcnt System benefit increases. 

• Amortization of actuarial gains and losses. assumption changes and miscellaneous items over a 15-
ycar period. In calculating a pension benefit liability certain assumptions must be made about future 
costs of pension benefits. If the Retirement System's results arc better or worse than expected, the 
result is called an actuarial gain or loss. respectively, and under this rule any such gain or loss is 
amortized over a l 5 year period. Similarly, if the calculated liabilities change due to changes in the 
aforementioned assumptions. the effect of such changes is also amortized over a 15 year period. 

Collectively the above methods are used to dctenninc what is known as the accrued actuarial liability of the 
Retirement System. Along with the accrued actuarial liability calculation. the Funding Method requires the 
calculation of the actuarial value of assets based on a five-year smoothing methodology. which together arc 
used to detennine the Annual Required Contributions (the "ARC") for the Rctiremenl System's employers 
(including the City). 

From fiscal year 1996-97 through fiscal year 2003-04, the City's dollar contribution to the Retirement System 
decreased to zero due to lowered funding requirements as determined by the consulting actuary of the 
Retirement System and adopted by the Retirement Board. The zero percent employer funding requirements for 
this period were due primarily to higher than projected investment earnings and lowct than projected wage 
increases. Beginning in fiscal year 2004-05. the Retirement Board reinstated required employer (including the 
City) contributions based on the funcing requirements as determined by the consulting actuary. In fiscal year 
2005-06. the City contributed S 126.53 million in employer contribution to the Rctirerr.ent System. which is 
6.6'!,;, of pensionable salary. This amount includes S50.46 million in General Fund contribution. In fiscal year 
2006-07. the City budgeted an estimated S 134.00 million in employer contribution to the Retirement System, 
which is 6.2% of pensionable salary. This amount includes S53.50 million in General Fund contribution. The 
contribution rate approved to be effective July I, 2007 is 5.9°1., of pensionable salary. 

Table A-15 shows Retirement Systcn actual contributions for fiscal years 2001-02 through 2005-06. "Market 
Value of Assets" reflects the fair market value of assets held in trust for payment of pension benefits. 
"Actuarial Value of Assets" refers to the value of assets held in trust adjusted according to the Retirement 
System's actuarial methods as summarized above. "Pension Benefit Obligation" reflect,. the accrued actuarial 
liability of the Retirement System. The "Percent Funded" column is determined by dividing the actuarial value 
of assets by the Pension Benefit Obligations. The "Employer and Employee Contributiocs" reflects the total of 
mandated employee contributions and employer ARC received by the Retirement System for fiscal years 200 l -
02 through 2005-06 
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TABLE A-15 
CITY AND COUNTY OF SAN FRANCISCO 

Employee Retirement System $000s) 
Fiscal Years 2001-02 thrOU£h 2005-06 

Fiscal Years Employee & 

Ending rv1arkct Value :\cn1arial Value Pension Benefit Percent Employer 

June 30 of /\sset;i of A .. sscts Obli11ation Fund~Q Contribution [ll 

2002 SI0,415,950 SI 1,102-516 $9,415,905 11 8<}0 $155,918 
2003 10,533.013 11,173,636 10,249.896 I09.0 182,069 
2004 11,907.358 I 1.299,997 I 0,885,455 104.0 170,550 
2005 13, 135.263 12,659,698 11,765,737 I 08.0 248,029 
2006 14A97.022 13,597,646 12,515,463 109.0 289,226 

' For fiscal years 1999-00 through 2003-04, the City paid no empkiyer contribution. l·ol!owing arc the employer 

contribution rates a~ detcnnined by the Retire111ent Board Actuarial Valuations: 

Year Rate 

2004-2005 4.48'llo 

2005-20{)6 6.58~, ... 

2006-2007 6.24~,;, 

Sources: SFERS' audited financial statemellls and supplemental schedules June 30, 2006, 2005, 2004 and 2003. 

SFERS' Actuarial Valuation report as of July I. 200fi. July l. 2005, July I, 2004 and July I. 2003. 

As noted above, various City employees are members of CalPERS, an agent multiple-employer public 
employee defined benefit plan for safety members and a cost-sharing multiple-employer plan for 
miscellaneous members. The City makes certain payments to CalPERS in respect of such members; such 
payment from the General Fund_ equaled $6. 74 million in fiscal year 2005-06. These contributions arc 
summarized in Note 9 to the City's CAFR, as of June 30, 2006 attached hereto as Appendix C. 

Medical Benefits 

Administration through Health Service System: Audited System Financial Statements 

Medical benefits for eligible active City employees, for retired City employees and for surviving spouses and 
domestic partners of covered City retirees (the "City Beneficiaries") are administered by the City's Health 
Service System (the "Health Service System") pursuant to City Charter Sections 12.200 ct seq. and AS.420 ct 
seq. Pursuant to such Charter Sections, the Health Service System also administers medical benefits to active 
and retired employees of the SFUSD, SFCCD and the San Francisco Superior Court ( collectively the 
"System's Other Beneficiaries"). However, the City is not required to fund medical benefits for the System's 
Other Beneficiaries and therefore this section focuses on the funding by the City of medical benefits for City 
Beneficiaries. 

The Health Service System is overseen by the City's Health Service Board (the "Health Service Board"). The 
Health Service Board is composed of the following seven seats: a member of the City's Board of Supervisors, 
appointed by the Board President; an individual who regularly consults in the health care field, appointed by 
the Mayor; a doctor of medicine, appointed by the Mayor; and four members of the Health Service System, 
active or retired, elected from among their number. 
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The plans (the "llSS Medical Plans'') for providing medical care to the City Beneficia:cics and the System's 
Other Beneficiaries ( collectively. the "HSS Beneficiaries") are dctennined annually by the Health Service 
Board and approved by the Board of Supervisors pursuant to Charter Section A8.422. 

The Health Service System oversees a trust fond (the "Health Service Trust Fund") established pursuant to 
Charter Sections 12.203 and A8.42R through which medical benefits for the HSS Beneficiaries arc funded. 
The Health Service System issues annually a publicly available. independently audited financial report that 
includes financial statements for the Health Service Trust Fund. This report may be obtained by writing to the 
San Francisco llealth Service System, 1145 Market Street, Second Floor. San Francisco, California 94103, or 
by calling (415) 554-1727. 

As presently structured under the City Charter, the Health Service Trust Fund is not a fund through which 
assets arc accumulated to finance post-employment healthcare benefits (an "Ol'EB Fund"). Thus, the llcalth 
Service Trust Fund is not currently affected by Governmental Accounting Standards Board ("GASB") 
Statement Number 43, Financial Reporting fhr Postm,plovmcnt Benefit Plans Other Than Pension Plans, 
which applies to OPEB Funds. 

Determination qf'En·1plo_ver ancl En1plo:vce ('ontrihution:·;.f()r A4edical Bene!.fits 

Contributions by the participating employers and I lSS Beneficiaries in respect of Health Service System 
medical benefits arc determined according to applicable provisions of the Charter. To the extent annual 
medical premiums exceed the contributions made by employers and HSS Beneficiaries as required by the 
Charter, such excess must be paid by HSS Beneficiaries or, if elected by the I lcalth Service Board, from net 
assets held in the Health Service Tm, t Fund. 

All City Beneficiaries receive a base contribution from the City toward the monthly cost of their medical 
benefits calculated pursuant to Charter Section A8.423. Under that section, in January of each year, the Health 
Service System conducts a survey of the IO most populous counties in California ( other than the City and 
County of San Francisco) to determine "the average contribution made by each such County toward the 
providing of health care plans, exclusive of dental or optical care, for each employee of such County." Under 
City Charter Section AS.428, the City is required to contribute to the I lcalth Service '.~rust Fund an amount 
equal to such "average contribution" for each City Beneficiary. 

In addition to the average contributi,,n described above, the City makes additional medical and other benefit 
contributions on behalf of City Beneficiaries who arc active employees as negotiated and agreed to by such 
employees' applicable collective bargaining units. City bargaining units have negotiated additional City 
contributions for enhanced single medical coverage, dependent medical coverage and for additional benefits 
such as dental care for the members of such bargaining units. These contribution amounts are also paid by the 
City into the Health Service Trust Fund. 

Medical benefits for City Beneficiaries who are retired or otherwise not employed by the City (e.g. surviving 
spouses and domestic partners of City employees) ("Nonemployee City Beneficiaries") are funded through 
contributions from such Noncrnploycc City Beneficiaries and the City as determined pursuant to Charter 
Section AS.428. The Health Service System medical benefit eligibility requirements for Nonemployee City 
Beneficiaries arc described below under"-- Post-Employment Health Care Benefits and GASE 45." 

Contributions relating to Nonemployee City Beneficiaries include the City contribution of the "average 
contribution" corresponding to such Noncmployec City Beneficiaries as described in Charter Section AS.423 

along with the following: 
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• Monthly contributions from Noncmployce City Beneficiaries in amounts equal to the monthly 
contributions required from active employees excluding health coverage or subsidies for health 
coverage paid for active employees as a result of collective bargaining. However. such monthly 
contributions from Nonemployee City Beneficiaries covered under Medicare are reduced by an 
amount equal to the amount contributed monthly by such persons to Medicare. 

• In addition to the average contribution described in the first paragraph of this subsection, the City 
contributes additional amounts in respect of the Noncmployce City Beneficiaries sufficient to defray 
the difference in cost to the Health Service System in providing the same health coverage to 
Noncmployee City Beneficiaries as is provided for active employee City Beneficiaries, excluding 
health coverage or subsidies for health coverage paid for active employees as a result of collective 
bargaining. 

• After application of the calculations described above, the City contributes 50% of City retirees' 
remaining monthly contributions. 

In addition. the City contributes 50% of the monthly contributions required for the first dependent of a retired 
City participant. 

Historical Employer Contributions/hr Health Service System Benefits 

For fiscal year 2005-06, the Health Service System received approximately $475.2 million from participating 
employers for Health Service System benefit costs. Of this total, the City contributed approximately $333.4 
million for Health Service System benefit costs. For the City, approximately S88.0 million' of this amount 
was for health care benefits for approximately 17,000 retired City employees and their eligible dependents 
and approximately $245.4 million was for benefits for approximately 27,600 active City employees and their 
eligible dependents. Further information on Health Service System funding can be found in the audited 
financial statements, which arc available through Fiscal Y car 2005-2006. 

I From Health Service System audited financial statements for fiscal year ending June 30, 2006. The amount represents 
only eleven 1nonths of City contributions fOr post-rctireu1ent health care benefits due to a reporting change recognizing 
June contribution (Sl0.9 million) as deferred revenue. For a more detailed discussion of this change, please refer to page 
8 of such financial staten1ents. 
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Pos1-Emplovme111 Hrn/1h Care Benefils and GASB 45 

Eligibility of fonncr City employee,, for retiree medical benefits is governed by the Charter. A summary 
description of the general categories of City employees eligible for retiree medical benefits and the cuffent 
minimum eligibility requirements for such employees is set forth below: 

• Employees who retire from active status after attaining age 50 and completing five years of City 
service can immediately commence medical benefits. 

• Employees who complete five years of City service before termination can immediately commence 
medical benefits when they retire after attaining age 50. 

• Employees who become disabled due to duty-related disability and retire can immediately commence 
medical benefits. 

• Employees with five years of service who become disabled due to non-duty-related disability and 
retire can immediately commence medical benefits. 

• Spouses, domestic partners and children of an eligible retiree arc eligible for medical benefits, Upon 
the death of a covered retiree, coverage for a spouse or domestic partner of such retiree can continue 
for life. 

The above list is provided as a summary only and is qualified in all respects by the laws, regulations and 
agreements applicable to the specific situation of each employee. 

The City will be required to begin reporting the liability and related information for unf'Jndcd post-retirement 
medical benefits in the City's financial statements for the fiscal year ending June 30, 2008. This new reporting 
requirement is defined under GASB Statement Number 45, Accounting and Financial Reporting hv Employers 

.fiir Pos/emp/oyment Benefits Other Than Pensions. GASB 45 does not require that the affected government 
agencies, including the City, actually fund any portion of this post-retirement health benefit liability-rather it 
requires that government agencies start to record and report a portion of the liability in c,,ch year if they do not 
fund it 

To help plan for the implementation ~f GASB 45, the City retained Towers Perrin, an independent consultant, 
to prepare a preliminary actuarial valuation report of this liability. In July 2006, Towers Peffin issued its 
report which illustrated what the effect of GASB 45 would be if the City were to report the accrued actuarial 
liability as of June 30, 2006. Towers Pcffin's report showed that if the City were to report the cost of this 
unfunded liability as of the close of the fiscal year ended June 30, 2006, the City would have an estimated 
post-employment medical benefit liubility of $4.9 billion. Towers Peffin also reported that the City would 
need to make annual contributions s,arting at approximately S456 million in fiscal year 2006-07 to amortize 
the full liability over 30 years, The estimate of the liability under this unfunded plan scenario assumes a 
discount rate for costs in future years of 4.5%, based on the City's return on its invested assets. 

Towers Perrin also calculated the accrued actuarial liability under an alternative assumption that the City 
would begin to fund the plan with a:;scts dedicated to pay for health benefits as employees earn them, in the 
same way the City handles its employees' pension benefits. Under this funded plan scenario, Towers Perrin 
estimated a lower total liability o::· SJ.O billion and lower required annual contributions, beginning at 
approximately $290 million in fiscal year 2006-07, to amortize the liability over 30 year:;, The estimate of the 
liability under this scenario assumes a discount rate for costs in future years of 8%, based on the rate of return 
set forth in the investment policy of the City's retirement system as of this date of the report. 

The calculations in the Towers Perrit report arc sensitive to a number of critical assumptions, including but not 
limited to the projected rate of increases in health plan costs. The statements in this disclosure only summarize 
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and are qualified by Towers Pcrrin's foll report: the entire report ts posted 
http:/\vww.sfgov.orgisite/uploadcdfilcs/controller1rcports/GASB _ 45 _ Mcmo _ Rcport.pdf. (This report is 
incorporated by reference herein.) 

at 
not 

As stated above, the City is not required to include such information in its financial statements until the 2007-
08 fiscal year. As part of the planning for how the City will address this issue, Memoranda of Understanding 
negotiated in 2006 with City labor unions included a provision calling for a City-wide Retiree Health Benefits 
Committee to develop recommendations regarding funding ofretirce health benefits. Any recommendation of 
the Committee must be reviewed and approved under the City's legislative andi'or charter amendment 
processes before it is implemented. The Committee met twice in 2006 and has scheduled monthly meetings 
for 2007. The Committee's current activities include reviewing area and industry practices with respect to 
retiree health benefits. and developing an understanding of the scope of future obligations contained in 
collective bargaining agreements and the City Charter 

Litigation 

There arc a number of lawsuits and claims pending against the City, including those summarized in Note 16 
to the City's CAFR as of June 30, 2006. attached as Appendix C to this Official Statement, as well as those 
described in this Appendix A under "Business Taxes" above. Included among these arc a number of actions 
which if successful would be payable from the City's General Fund. In the opinion of the City Attorney, such 
suits and claims as are presently pending will not impair the ability of the City lo make debt service payments 
or otherwise meet its General Fund lease or debt obligations. 
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APPENDIX B 

CITY AND COUNTY OF SAN FRANCISCO 
ECONOMY AND GENERAL INFORMATION 

Area and Economy 

The corporate limits of the City and County of San Francisco (the "City") encompass over 93 square miles, of 
which 49 square miles are land. with the balance consisting of tidelands and a portion of the San Francisco 
Bay (the "Bay"). The City is located on a peninsula bounded by the Pacific Ocean to the west, the Bay on the 
cast, the entrance to the Bay and the Golden Gate Bridge to the north and San Mateo County to the south. 

The City is the economic center of the nine counties contiguous to the Bay: Alameda, Contra Costa, Marin, 
Napa. San Francisco. San Mateo, Santa Clara, Solano and Sonoma Counties (the "Bay Area"). The economy 
of the Bay Area includes a wide range of industries. supplying local needs as well as the needs of national and 
international markets. Its major industries include heavy manufacturing, high technology. semi-conductor 
manufacturing, petroleum refining, biotechnology, food processing and production and fabrication of 
electronics and aerospace cqulp1ncnt. Non-1nanufacturing industries, including convention and tourism, 
finance and international and wholesale trade, arc characteristic of the City and are also major contributors to 
economic activity within the Bay Arca. 

Population and Income 

The City had a population estimated by the State of California (the "State") Dt:pat1mcnt of Finance 
Demographic Research Unit, at 798,680 as of January I, 2006, ranking it the fourth largest city in California 
after Los Angeles, San Diego and San Jose. The table below reflects the population and per capita income of 
the City and the State between 2002 and 2006. The State Department of Finance projects that the City's 
population will reach 816.230 and 820,545 in 2010 and 2020, respectively. 

TABLE B-1 

Cny ,ind 

POPULATIO'.\ AND INCOME 

2002-2006 
San Frnnci;,co 

( o u l1 I> S 1a1e "f Per C >1f>1!,1 

Y car of San Francisco Ci!l!.Ll!_rn ia Income 

1990 7 :1 .\. 9 'i (J 29.760.021 16,409 

'.'.000 7 ., 6. 7 3 3 .1."\.871.648 3 4 .5 5 6 

2002 7'l3 J, \3 35.JOJ .OOO 54.'108 

2 ()!J 3 7 !l 9. 7 0 0 "l ~ .(-, 12,000 5 5. 7 20 

2004 7'12, 7 ()() 36,271.091 5 9 .J 9 i; 

2005 7'19,263 36.81 o,·15s 6 3. 1 4 O 

2!106 7'18 .6 80 37.171,015 (17 .064 

2010 B ! 6,230 39.246.767 \JI/\* 

2020 8 :! 0 ,5 4 5 43.851.741 '\! l/1 * 

(' a!ifornia 

Per C s1p11s1 

lncom.-

l 9 .64 5 

2 2. 7 7 I 

3 2 ,'l 89 

33.749 

3 5 ,2 I 9 

:,..i 'A* 

N:A * 

'\!/A* 

'\!/A* 

* '\;Gte: !nlormat1on no av;;iilablc. County data are c,)mpiled from numerous ~ourccs 

b:, the U.S. Departmc111 oft'ornmcrcc, Bureau of Economic Anulysi,; and arc 

typically ·e!cased with a sig:n1f1canl time lag. 

'U.S. Cen~,us Bureau. 
! Projections provided by the Star..: of California. Department ofFiuunc.:. Demographic 

and Fina11ce Re~earch lJ nti\. 
Sources. State ofCnliforniu Departmcnl of F111anc~·. lJ1;mographi<.: and rinance 

Rcsearc!1 Unih: U.S. Department of Commerce, Blucau ofl:conornic Analysis: 

U.'; Cen:.us Bureau. 
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Conventions and Tourism 

According lo the San Francisco Convention & Visitor Bureau, during the calendar year 2005 approximately 
15. 7 million people ( 124,628 average per day) visited the City, generating approximately $7.3 billion for local 
businesses. On average, these visitors spent about S244 per visitor per day and stayed three to four nights. 
The figures for calendar year 2006 arc not yet available. 

Also as estimated by the Convention & Visitor Bureau, hotel occupancy rates in the City averaged 76.4% for 
calendar year 2006, an increase of 0.9% over the same period from the previous year. Average daily San 
Francisco room rates during 2006 increased about 7.1 % to an average of $168, compared to the same period 
in the prior year. 

Although visitors who stay in the City hotels accounted for only 35.0% of total out-ot~town visitors, the 
Convention & Visitor Bureau estimates that such visitors generated 65.0% of total spending by visitors from 
outside the Bay Arca. It is estimated that 40.0% of visitors to the City arc on vacation, 35.0% arc convention 
and trade show attendees, 22.0% arc individual business travelers and the remaining 3.0% are en route 
elsewhere. International visitors arc estimated to make up between 25% and 35% of overnight hotel visitors. 
San Francisco's top five inbound overseas markets in 2005 were the United Kingdom (408,000 visitors), 
Japan (268,000), France (178,000), Germany ( 166,000) and Australia l 00.000). In 2005, San Francisco was 
ranked third in market share for international visitors to the USA, behind New York and Los Angeles, and 
ahead of Miami, Orlando, Honolulu and Las V cgas. The following table illustrates hotel occupancy and 
related spending from calendar years 200 I through 2006. 

TABLE B-' -
CITY AND COUNTY OF SAN FRANCISCO 

San Francisco Overnight Hotel Guests 
Visitors 

Annual A vcrage Staying in Hotel Visitor 
Calendar Hotel Occupancy Hotels or Motels Spending 

'Year (%) (OOOs) (OOOs) 
2001 67.0 3,550 3.700,000 

2002 65.4 3,470 3.500.000 

2003 68.1 3,860 3.680.000 

2004 73.4 4,200 4,070,000 

2005 75.7 4,500 4.500,000 

2006 76.4 :SI A* N:'A* 

* ('crtain intOnnation for calendar year 2006 is not yet available. 
Source: San Francisco Convention & Visitor Bureau. 

According to the San Francisco Convention and Visitor Bureau, as of June I, 2006, convention business was 
almost at full capacity at the Moscone Convention Center and was at strong levels at individual hotels 
providing self-contained convention services. The City completed construction of an expansion to the 
Moscone Convention facilities in spring 2003. With the expansion, the Moscone Convention Centers offer 
over 700,000 square feet of exhibit space covering more than 20 acres on three adjacent blocks. 
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Employment 

The City benefits from a highly skilled, educated and professional labor force. Key industries include tourism, 
real estate, banking and finance, retailing, apparel design and manufacturing. Emerging industries include 
multimedia and bioscience. According to the State Employment Development Department, the unemployment 
rate for the City was 4.4%, for Jam:ary 2007 compared with an unadjusted unemployment rate of 5.3% for 
California and 5.0'Y., for the nation during the same period. 

TABLE B-3 
CITY AND COUNTY OF SAN FRANCISCO 

Civilian Labor Force, Employment, and Unemployment 111121 

.Januar:l'. 2006 and Januar~ 2007 
l! nemployment 

Year and 1\rea Labor Force Employment lJ nemployment Rate 

January 2007 

San Francisco 426.700 408.000 18. 700 4.4o/o 

California 18.036. I 00 17,077.100 959,000 5.3~,() 

January 2006 

San Francisco 417.100 397.800 19300 4.6((~) 

California 17.756,400 16.809.900 946,500 5.3°,~ 

111 Civilian labor force data are by place of residence: include self-employed individuals. 

unpaid family workers, household do,nestic \\/orkers, and workers on strike 
121 San Francisco is in a mu1ti~county iv1etropo1iran Statistical Arca (MSA) or Metropolitan l)ivision (MD). 

Currcnty industry employment data arc only available for the MSA or MD. not County. 

MSA Counties includes: San Francisco, f>.1arin. and San Mateo. 

Source: Labor Market lnfom1atic,n Division of the California Emelovmcnt Development Dcr::artrncnt (El)[)). 

TABLE B-4 
CITY AND COUNTY OF SAN FRANCISCO 

Estimated Avera::e Annual Emeioyment hi Sector in 2001-2005111 

2001 2002 2 00 3 2004 2005 

Professional and Business Services 129,700 111,600 I 03,400 I 00,400 104.800 

(Jovcn1ment 80,800 84,400 83,700 81.700 82,600 

Leisure and Hospitality 72,200 69.900 69,600 70.700 71.800 

Trade, Transportation and Utilities 78,000 74.200 71,200 70,000 70.000 

Financial. Insurance & Real Estate 68.200 63,500 59,100 57,000 57,500 

Educational and llcalth Services 51.900 51.700 53.200 54,400 54,600 

Other Services 24,900 22,500 21,700 21,100 21,700 

Information 29,800 23, 700 20,500 19,100 17,600 

Natural Resources, tvlining & Construction 19,700 17,900 17,300 16,000 16,700 

Manufacturing 17,800 15.100 13.100 12,300 11,800 

Total 573.000 534,500 512,800 502,700 509.100 

111 City and County of San Franci~co. does not 1nc!ude tv1etropo!itan Statistical Arcu (tv1SA) 
or !v1etropolitan Division (!v1D). 

Source: California l:mploymen1 1Jcve1op1nen. Department. 
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Table B-5 below lists the ten largest employers in the City as of December 2006. 

TABLE B-5 
CITY AND COUNTY OF SAN FRANCISCO 

Largest Employers in San Francisco 
As of December 30, 2006 

"'\umber of 

En1plovces Nature of Business 

City and County of San Francisco 26,665 Local government 

Cnivcrsity of California, San Francisco 17,500 Tlealth services 

Wells Fargo & Co. Inc. 13.794 Banks 

State of California 6,228 State govern1ncnt 
Cali fomia Pacific :Vlcdical Center 5,569 Health care 
San Francisco Lnificd School I)istrict 5557 Education 
Cnitcd States Postal Service. San Francisco District 4,935 rvtail delivery 

Pacific & Gas and Electric Corporation 4,800 Energy 

(iap Inc. 4,075 Retail 

Kaiser Permanente 3,918 Health care 

Source: San Francisco Business Times, Book of Lists 2007. 

Taxable Sales 

The following table reflects a breakdown of taxable sales for the City for the period 2001-2005. Total retail 
sales increased in 2005 by approximately $635.0 million compared to 2004. Business and personal services 
and other outlet taxable sales increased by approximately $818.5 million in 2005. 

8-4 



TABLE B-6 , 

CITY AND COUNTY OF SAN FRANCISCO 
Taxable Sales 2001-2005 

($000s) 
2001 2002 2003 2004 2005 11 

-
/\.pparel S749,39 I $737,396 $760,715 $826.686 $880.718 

Cicncral Mcn:handit'tc 1,1178,664 1.051.122 1.065, 160 1,143.657 I, 199,308 

Food Stores 413,650 403.16.' 405,673 419.286 439.472 

Speciality Stores 1,998.450 1.889.144 1.910.757 2.084,313 2.212.530 

Eating/I)rinking 1,883.762 1,844,385 1,879,879 2.067.418 2,237,384 

tlouschold 51.1.618 459,529 484,455 527,519 575,985 

Building Matcr;als 313,277 310,111 320.316 353,002 397,218 

Auton10tivc 889.936 803.109 804,964 850,984 956,031 

()ther Retail Stores ldQ 61" 143.999 135.582 141,906 151.Jd? 

Retail Stores Total 57,990,386 S7,64 \ ,958 S7,767,5111 $8,414,781 59,049,788 

Business and 

Personal Services Sl.107,028 Sl.043,019 $945.689 $937.411 $939.108 

All Other ()utlcts 3 357 822 2 904 461 2 784 169 2855315 3 037 078 

Total All Outlets S 12.455.236 $11.589,440 $ I 1,497,559 $12,207,507 $13.025,974 

[JJ Most recent annual data available. 

Source; CalitOmia Slate Board of Equalization - Taxable Sales in California (Sales & lJ-;c Tax) 

Annual Reno11s. 

Building Activity 

Table B-7 shows a summary of building activity in the City for Fiscal Years 2000-01 through 2004-05, during 
which time approximately I 0,809 housing units were authorized in the City (both market rate and "affordable 
housing"). According to the City's Department of Building Inspection, the total value of building permits 
was $434.0 million in Fiscal Year 2004-05. 

TABLE B-7 

CITY AND COUNTY OF SAN FRANCISCO 
Building Activity 2001-2005 ($000s) 

Fiscal Year Authorized 

Ended New Value of Building Permits 

June 30 Dv,,elling Units Residential Non-Residential Total 

2001 ::,570 $381,623 S725.313 Sl,106,936 

2002 :;,273 299.028 364,801 663,829 

2003 1,279 214.244 57,455 271.699 

2004 1,726 307,603 122,377 429,980 

2005 1,961 362,760 71,251 434,01 I 

Source: San Francisco Dcpartrnent of Ruilding Inspection, Central Permit Bureau. 
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Banking and Finance 

The City is a leading center for financial activity. The headquarters of the Twe11ih Federal Reserve District is 
located in the City, as arc the headquarters of the Eleventh District Federal Home Loan Bank and the regional 
Office of Thrift Supervision. Wells Fargo Bank, First Republic Bank, Union Bank of California. United 
Commercial Bank, Bank of the Orient and Charles Schwab & Co .• the nation's largest discount broker, arc 
headquartered in the City. Investment hanks located in the City include Banc of America Securities LLC, 
Deutsche Banc Alex Brown. Thomas Weisel Partners LLC, and Pacific Growth Equities. 

Commercial Real Estate 

According to the l" Quarter 2007 Report from CB Richard Ellis ("CBRE"), the City-wide vacancy rate was 
8.6% in the I" Quarter 2007. In the first quarter of 2007, there was "a modest 53,000 square feet of negative 
absorption" as a result of "the conversion of several large blocks of space in the Financial District from 
available to vacant land," according to the CBRE Report. The average Class A asking rent City-wide is over 
S40 psf(up from S36.l l in the 4•h Quarter 2006), with Civic Center average Class A asking rent at S32 psf 
( even with the prior quarter). 

Major Development Projects 

The downtown Union Square area is the City's principal retail area and includes Macy's, Neiman Marcus, 
Saks Fifth Avenue. Levi's, NikcTown, Disney, Crate and Barrel, Borders Books, Nordstrom, Williams
Sonoma and Virgin Records. The recent completion of the Union Square Improvement Project, including 
reconstruction of the Union Square Garage, has benefited the area in tenns of accessibility. The refurbished 
Union Square Park is now a hub for activities and events, gatherings, rallies, perfonnanccs, and art exhibits. 

After three years of construction, the S460.0 million Westfield San Francisco Centre (including the largest 
Bloomingdale's outside of downtown Manhattan) opened September 28, 2006. The 1.2 million square foot 
retail. office, and entertainment complex on the site of the former Emporium building between Market Street 
and Mission Street and 4th and 5th Streets is estimated to draw 25 million visitors annually and generate S600 
million annually in taxable retail sales. In addition, approximately 2.000 net new permanent jobs are projected 
to be created, with about 20 percent of the jobs to be placed by community based organizations. 

Next fall, Bameys New York is anticipated to debut at 47 Stockton Street It will be a 60,000 square foot 
store in the space formerly occupied by the F AO Schwartz space. That building, across the street from Macy's 
and Crate & Barrel and one block south of Neiman Marcus, has remained about three-quarters vacant since 
F AO Schwarz closed three years ago. Combined with last year's opening of Bloomingdale's, the build out of 
the Barneys space would bring the number of department stores within a five-block radius to six. 

Another commercial development project currently under construction in the City is the Fillmore Renaissance 
Center, a mixed-use commercial and residential project at Fillmore and Eddy Streets in the Western Addition 
area of the City known as the Fillmore Jazz Preservation District. The project is anticipated to include a 
Fillmore branch of Oakland's Yoshi's Jazz Club & Restaurant, a variety of restaurants and lounges, 
approximately eighty condominium units (15.0% of which arc designated affordable) and a public parking 
garage. 

Development is continuing at the Mission Bay redevelopment project area, portions of which arc owned by 
the City and the Port of San Francisco. The development is projected to utilize 303 acres of land comprised 
of 6,000 residential units (28.0% of which will be affordable units), office and commercial space, 863,637 
square feet of retail space, a new public school, 51-acres of parks and recreational areas, and a 500-room 
hotel. In addition, the University of California is constructing a 2.65 million square feet biotechnology 
campus on a 43-acre site in Mission Bay, and has already completed several buildings, including the Bakar 
recreation center and several laboratory buildings. Alexandria Real Estate, the REIT that acquired most of 
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Mission Bay's entitled land from Catellus Corporation, completed its first lab building, next door to the 
Gladstone Institutes. in late 2006. Sirna Therapeutics is projected to occupy 40,000 square foct of the 
155,000 square foot building. 

In addition, on September 27, 2006 FihroGen announced its plans to move its corporate headquarters from 
South San Francisco to Mission Bay, and become the first anchor tenant in a new 450,000 square foot 
laboratory building being developed by Shorenstcin and SKS at 406 Illinois Street. FibroGcn has a lease on 
239,000 square feet of space in the building and would be the largest biotech comrany to locate in San 
Francisco to date. FibroGen plans to initially house 200 employees when it moves in 2008 but it has 
announced its intention to grow significantly in the coming years. 

Office developers initiated nearly a million square feet of new construction in 2006, half of which is on a 
speculative basis. A total of 2.63 million square feet of new office development is under construction, with 
another 1.2 million square feet entitled. Highlights include the following: 

• Two speculative oflicc buildings broke ground in the fomth quat1cr of 2006: Tishman Spcycr's 
building at 555 Mission Street (550,000 sq.ft.) and Lowe Enterprises' building at 500 Terry 
Francois Boulevard (280.000 sq.tl.) in Mission Bay. 

• Beacon Capital Partners i:; proposing two vertical additions that would add 140,000 square feet of 
Class A office space at 120 Howard and I 00 California. Under the Proposal, Beacon would add 
five stories to each building, 70, 000 sq.ft. to 100 California and 67,000 sq.ti. to 120 Howard. 

• Both Tishman Speyer and Beacon Capital Partners arc seeking approval to build "green" office 
buildings. Tishman-Speycr is proposing to build a 700,000-squarc-foot green office tower at 222 
Second St.; Beacon filed an application to construct a LEED-certified 27-story office building at 
535 Mission Street. 

The Octavia Boulevard Project, a ground-level six-lane boulevard between Market and Hayes Streets, opened 
in Fall 2005. The redevelopment of1his roadway system has opened up approximately 7.2 acres of property to 
be used for the construction of750-900 housing units. In early 2007, three of the parcels were sold to housing 
developers after an extensive RFP and public design review competition. 

There has been significant progrcs; made on planning for the redevelopment of Trea mrc Island, including 
development of a revised land use plan that furthers the project's commitment to creating a model of 
environmentally sustainable development. In mid-December 2006 the Board of Sup,ervisors endorsed the 
Tenn Sheet for the overall project. 

In addition, Lennar/BVHP has completed demolition work at Hunters Point Shipyard, while mass grading has 
started, paving the way for infrastructure construction to begin for the first phase of development on Parcel A. 
The 75 acre first phase of development is expected to comprise approximately 1,600 housing units, 50,000 
square feet of commercial uses, 34 acres of open space and other community amenities. Future phases of this 
projected 500-acre redevelopment effort will include additional residential and commercial development. The 
first finished lots arc scheduled to be delivered to homebuilders by late summer 2007, with finished units on 
the first blocks projected to be available approximately 12 months later. 

Hotel Development 

The City added 476 rooms in 2005: the 200-room Hotel Vitale in March and the 276-room St. Regis in 
November. In 2006, 86 rooms were added: the 86-room Orchard Garden Hotel which opened in November 
2006. In addition, there arc a total of 2,202 hotel rooms under construction, entitled, or in the planning stage 
in the City. There arc an estimated 550 hotel rooms under construction as part of the lnterContinental I lotel 
project, a 32-story building near Moscone West at 888 Howard Street projected to open in November 2007. 
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In addition, another 702 rooms are entitled or planned, including the following: 
• Chelsea Development plans to erect a S30 million, 10-story, 132-room boutique hotel across from 

AT&T Park at 144 King Street. 
• Farallon Capital Management controls a parcel near Third Street and Channel Street, entitled for 

500 hotel rooms, where Larkspur Hospitality of Corte Madera is considering building a lodge. 
• Developer Circe Sher is in the process of entitling the Hotel So Ma, a 70-room boutique hotel at 

Fifth Street and Townsend Street. 

This summary is a projection only, and the eventual completion of these projects is subject to factors outside 
the City's control. 

Transportation Facilities 

San Francisco International Ai1port 

San Francisco International Airport ("SFO" or the ''Airport"), which is owned and operated by the City, is the 
principal commercial service airport for the San Francisco Bay Arca. A five member Commission is 
responsible for the operation and management of the Airport. The Airpo11 is located 14 miles south of 
downtown San Francisco in an unincorporated area of San Mateo County between the Bayshorc Freeway 
(U.S. Highway 101) and San Francisco Bay. According to final data for calendar year 2005 from the Airports 
Council International (the "AC!"), SFO is one of the largest airports in the United States in terms of 
passengers and is one of the nation's principal gateways for Pacific traffic. In fiscal 2005-06, the Airport 
served approximately 33 million passengers and handled 593.6 thousand metric tons of cargo, per ACI's 
estimates. 

During fiscal year 2005-06, 59 airlines served the Airport. Domestic air carriers provided scheduled non-stop 
and one-stop service to over 90 destinations in the United States. Twenty-six airlines provided nonstop and 
one-stop scheduled passenger service to over 45 international destinations. 

United Airlines operates one of its three major U.S. hubs at SFO. During Fiscal Year 2005-06, United 
Airlines (including Ted, their low cost carrier operation and Skywest that operates as United Express) handled 
approximately 48% of the total enplaned passengers at the Airport and accounted for approximately 23% of 
the Airport's total revenues. On February 1, 2006, UAL Corp. ("UAL"), the parent company of United 
Airlines, and numerous of its subsidiaries including United Airlines, emerged from protection under Chapter 
11 of the U.S. Bankruptcy Code. United Airlines has continued flight operations at the Airport and has 
remained current with its payments to the Airport for rents and landing fees. 

The San Francisco Bay Arca Rapid Transit District ("BART") extension to the Airport provides a connection 
between the Airport and the greater San Francisco Bay Area that is served by BART An intermodal station 
in the City of Millbrae provides a direct link to Caltrain offering additional transit options and connection to 
the southern parts of the Bay Arca. Access from the BART station throughout SFO is enhanced by the 
Air Train system, a shuttle train that connects airport tenninals. 

The AirTrain system provides transit service over a "terminal loop" to serve the terminal complex and also 
over a "north corridor loop" to serve the rental car facility and other locations situated north of the terminal 
complex. The AirTrain stations arc located at the north and south sides of the International Terminal, 
Terminals I. 2 and 3, at the two short-term International Terminal Complex ("ITC") parking garages, on Lot 
"D" to serve the rental car facility, and on McDonnell Road to serve the West Field area of the Airport. 

Table B-8 presents certain data regarding SFO for the last five fiscal years. 
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T4BLE B-8 

SAN FRA!\CISCO 11\TERNA TIOI\AL AIRPORT 

Passenger, Cargo and Mail Data for 
Fiscal Years ending June 30, 2002 through 2006 

Passengers c:argo Traffic 

Fiscal year Enplanc1ncn1s Annual Freight and t:.S. and 

Fndcd and Percent Express Air Foreign fv1ail 

June 30, I)eplanc1ncnts Change \l\.1etric Tons) fT\1ctric Tons) 

2002 30.93:.889 -20. l~·() 465.019 93.939 

2003 29.174,229 -5.7°:(, 517,419 89,536 

2004 30,771,464 5.5(1<) 472,964 79.154 

2005 32,64~,.635 6.0(}i, 512.800 74.717 

20()6 32,98~'.672 J _o(;,o 524.856 68,715 

Soun.:c: San Francbco Airpon Con1mission. 

Port ofSun Francisco 

The Port of San Francisco (the "Port") consists of 7.5 miles of San Francisco Bay waterfront which are held 
in "public trust'' on behalf of all the people of California. The State transferred administrative responsibility 
for the Port to the City in 1968. The Port is committed to promoting a balance of maritime-related commerce, 
fishing. recreational. industrial and commercial activities, as well as protecting the natural resources of the 
waterfront and developing recreational facilities for public use. 

The Port is governed by a five-member Port Commission which is responsible for the operation. management, 
development and regulation of the Port. All revenues generated by the Port arc to be used for Port purposes 
only. The Port has no taxing power. 

The Port posted an increase in net assets of $10.3 million for the fiscal year ended JunC' 30, 2006. Operating 
income totaled $4.2 million for the year. 

Po,i properties generated S58.6 million in operating revenue in fiscal year 2005-06, as shown in the table 
below. 
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TABLE B-9 
PORT OF SAN FRANCISCO 

FISCAL YEARS 2005 AND 2006 REVENUES 
($000s) 

FY 04-05 Percentage of FY 05-06 Percentage of 
, , .. - Audited Revenue 2005 Revenue Audited Revenue 2006 Revenue 

Con1n1ercial & industrial Rent $34.791 59.4°/o S35,803 61.1 t~,;) 

Parking 8,600 14.7?/(1 9.122 15.6?/(l 

Cargo 5.277 9.01>0 4.181 1.1~,o 

Fishing 1.520 2.6°·~ 1.609 2.71>;, 
Ship Repair 1,021 L7'\i I.I 05 1.91>0 

Harbor Services 997 I. 7?/o 1,003 1.711·0 
Cruise l,679 2.9?r() 2.065 3.:"t:·(I 

()ther rviaritin1c 1,206 2.l?·O 1.272 1 ')0/ -·-ro 

()thcr 2.428 4.1(:'li 2.428 4.1°/o 

TOTAL $57.519 98~'() S58,588 100°/11 

Source: Port of San Francisco Audited Financial Staten1ents. 

In June 1997, the Port Commission adopted a Waterfront Land Use Plan (the "Port Plan'') which established 
the framework for determining acceptable uses for Port property. The Port Plan calls for a wide variety of 
land uses which retain and expand historic maritime activities at the Port, provide revenue to support new 
maritime and public improvements, and significantly increase public access. 

After adoption of the Port Plan, the Port worked with the San Francisco Planning Commission, the Board of 
Supervisors, and the San Francisco Bay Conservation and Development Commission, to align the waterfront 
policies for these agencies. Together, these efforts have enabled several large scale waterfront development 
projects to proceed. 

Since 1997, the Port has overseen the successful completion of the following developments: AT&T Park, the 
home of the San Francisco Giants baseball team; a maritime office development on Pier I; a renovation of the 
Port's Ferry Building; the Downtown Ferry Terminal project; a historic rehabilitation of Piers 1 Y,, 3, and 5; 
and Rincon Park, a two-acre park and public open space located along the Embarcadero Promenade. 

Major development projects currently in negotiation and/or construction include a mixed use recreation and 
historic preservation project at Piers 27-31 and a restaurant development located at the south end of Rincon 
Park. 

The Port is also constructing a $27 million inter-modal bridge to provide direct rail and truck connections 
between Piers 80 and 94-96 along the lllinois Street right of way located in the Southern Waterfront. Funding 
for this project is derived from a combination of federal, state, and local grants, a capital contribution from 
Catellus Corporation, and Port funds. 

The following development projects are in various stages of planning: a new cruise terminal development; a 
new waterfront park known as Brannan Street Wharf, and a 14 acre mixed-use opportunity area located at 
Pier 70 in the Southern Waterfront. 

Other Transportation Facilities 

The San Francisco Bay is surrounded by the nine counties comprising the Bay Area. Although the Bay itself 
creates a natural barrier for transportation throughout the region, several bridges, highways and public 
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transportation systems connect the counties. The majority of the transportation mode, throughout the Bay 
utilize San Francisco as a hub. and provide access into the City itself for commuting. entertainment, shopping 
and other activities. The major transportation facilities connecting the City to the remainder of the region 
include the Golden Gate and Bay Bridges. the Bay Arca Rapid Transit rail line, CalTrain, the Valley 
Transportation Authority. and the Alameda-Contra Costa, San Mateo, Santa Clara and (iolden Gate Transit 
Districts' bus lines. Public and private companies also provide fony service across the Bay. 

Other transportation services connect the Bay Arca to the State. national and global economy. In addition to 
SFO, the Bay Area is served by two other major airports: the Oakland International Airport in Alameda 
County and the San Jose International Airport in Santa Clara County. These airports provide the Bay Area's 
air passengers with service to all ,m.jor domestic cities and many international cities and arc important cargo 
transportation facilities. 

The Port of Oakland is an important cargo and transportation facility for the Bay Arca providing a strong link 
to the Pacific Rim. The Port of Oakland is served by three major railroads with rail lines andior connections 
to the Midwest and beyond. 

Education 

The City is served by the San Francisco Unified School District (the "SFUSD"). The SFUSD has a board of 
seven members who arc elected Citywide. Schools within the SFUSD arc financed from available property 
taxes and State, federal and local funds. The SFUSD operates 71 elementary school sites, 15 middle schools, 
19 senior high schools, one adult program and 28 State funded preschool sites. The SFUSD cun-ently 
sponsors IO independent charter schools. 

Colleges and Universities 

Within the City, the University of San Francisco and California State University, San Francisco offer full 
four-year degree programs of study as well as graduate degree programs. The University of California, 
San Francisco is a health science campus consisting of the schools of medicine, dentistry, nursing, pharmacy 
and graduate programs in health science. The Hastings College of the Law is affiliated with the University of 
California. The University of the Pacific's School of Dentistry and Golden Gate Univcr;ity arc also located in 
the City. City College of San Francisco offers two years of college-level study leading to associate degrees. 

The nine-county Bay Ar.ea region includes approximately 20 public and private colleges and universities. 
Most notable among them are the University of California, Berkeley and Stanford University. Both 
institutions offer full cunicula leading to bachelors, masters and doctoral degrees, and arc known worldwide 
for their contributions to higher education. 
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CJT¥ AND COUNTY OF SA~ -~·~'\NCI~CO t.~FFIC~ OF THE CONTROLLER 

December 20, 2006 

The Honorable Mayor Gavin Newsom 
The Honorable Members of the Board of Supervisors 
Citizens of the City and Coun!y of San Francisco 
San Francisco, Ca!llornia 

Ladies and Gentlemen: 

I am pleased to present the Comprehensive Annw1! Financial Report (CAFR) of the City and County of 
San Franc•sco, California (the City or primary government) for the fiscal year ended June 30, 2006, with 
the Independent Auditor's Report The report is submilted in complrance with City Chmter sections 2.115 
and 3.105, and California Government Code Sections 25250 and ?5253. The Office of the Con!roller 
prepared the CAFR in conformance with lhe principles and standards for financial reporting set forth by 
the Governmental Accounting Standards Board (GASB). 

The City Is responsible tor the accuracy of the data and for the completeness and fairness of i!s 
presenta!ion. The existing wrnµret1ensive sl!uc1ure of internal accounting controls in the City provides 
reasonable assurance that the financ,al slalerncnts are free of any material misstatements. I believe that 
the reported data is accurate in all malerial respects and that its presentation fairly depicts lhe City's 
financial pos1!1on and changes to its financial position as measured by the financial aclfvity of its venous 
funds. I am confidenl !hat the included disclosures provide !he reader with an understanding of the City's 
financial affairs. 

The City's Charter requires an annual audit of the Controller's records. The records havo boon audited 
by Macias Glni & O'Connell LLP and are presented in tl'lis CAFR. The CAFR also incorporates financial 
slalements for San Francisco International Airport (SFO or Airport), Iha San Francisco Waler Department 
(Water Department), Hetch Hetchy Water and Power (Hetch Hetchy), the Municipal Transportation 
Agency (MT A), the San Francisco Wastewater Enterprise (Wastewater), the Port of San Francisco (Port), 
the City of San Francisco Market Corporation (Mark.et Corporation), the City and County of San Francisco 
Finance Corporation (Finance Corporation), the City and County of San Francisco Health Service System 
(Health Service Syslem), the San Francisco City and County Employees' Retirement System (Retirement 
System), and the San Francisco Redevelopmen! Agency (Redevelopment Agency or Agency). 

This letter of transmittal is designed lo complement the Management's Discussion and Analysis (MD&A) 
section of the CAFR. The MD&A provides a r,arrative overview and analysis of !he Basic F;nancia! 
Statements and is presented after the Independent auditor's report 

The CAFR Is divided into the following sections: 

The Introductory Section includes inforrna!ion abolll the organizational structure of the City, the City's 
economy, major initiatives and status of City services. 

The Financial Section includes the MD&A, Basic Financial Statements, notes to the Basic financial 
Statements, and reqwred supplementary information. Ttle Basic Financial Statements include the 
government-wide financial statements !hat report on all City financial oper<>tions, including fund financial 
statements that present information for ail City funds. The independent auditor's report on the Basic 
Financial Statements 1s also included. 

The finaricial statements of sovoral enterprise activities and of al! component units of govemrnenl are 
included in this CAFR. Some component urnts' financial s!aternen1s are blended with the City's, such as· 
the San Francisco County Transporta!ion Authority, the Finance Corporation, and the San Francisco 
Parking Authority. The reason for this is that the primary government is financially accountable for the 
operations of these agencies In other instances, namely, for the Redevelopment Agency and the 
Treasure Island Development Authority {T!DA}, financial reporling is done separately 
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Tho Statist,cal Section incl;,ides up to ten years of historical financial data and miscellaneous social and 
economic information that conforms to GASB s1andards for reporting-Statement No. 44. This section 
may be of special interest to prospective investors in our bonds. 

Profile of S.an Francisco's Government 

The City and County of San Francisco wa<, P~!;:,f)!lghed by Charter in 1850 and is the only legal 
subdivision of the State of California with the governmental powers of both a city and a county. The City's 
legislalive power is exercised through a Board of Supervisors, while its executive power is vested upon a 
Mayor and other appointed and elected officials. The most prominent services provided by the City 
include public safety ant! pr~ectioro, public trnnsportatioo. oons11vction ;ind maintenance of all public 
facilities, water, parks, public health systems, soc~I services and planning. The heads of most of these 
deparlmenls are appointed by the Mayor arid advised by commissions and boards appointed by City 
elected officials. 

Elected officials include the Mayor, Members or the Board of Super.1isors, Assessor-Recorder, City 
Attorney, Distnct Attorney, Public Defender, Sheriff, Superior Court Judges, and Treasurer. Since 
November 2000, the eleven-member Board of Supervisors has been elected through d1stnct e1ect1ons 
The eleven dmtrict elections are staggered for five and six seals at a hme, and held in even-numbered 
years. Board members serve four·year terms and vacancies are filled by Mayoral appoin!men!. 

San Francisco's Budgetary Proceu 

The Cfy adopts annual budgets for all governmental funds and typically adopts project-length budgets for 
capital projects and certain debt service funds. The budget ls adopted at the character level of 
expenditure within each department, and the department level is 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 

At 17,000 residents per square mile, San Francisco is the most densely populated forty-seven square 
miles in the state. The City is a cultural and economic hub for the Bay Area. It Is undergoing substantial 
demographic and socioeconomic changes Iha! represent challenges to and opportunllies for its citizens 
and local government. 

San Francisco continued its economic recovery for fiscal year 2005-2006. reaching an estimated gross 
level of economic activity (Gross City Product) of $56.47 billion.1 A booming leisure-tourism sector and 
iricreased inveslrnent and transactions in local real estate markets contributed to this rebound. Tounsrn 
helped to improve the Ci1y's retail and hospitality seciors. which translated Into greater hotel and sales tax 
revenues for City government Real estate market investing in office and housing markets continued lo 
further invigora!e the construction sector, as well as increase property and transfer tax revenues. 

Population 

The California Deparlment of Finarn::e estimates the City's population in calendar year 2005 at 794,850, 
whicl1 represenls a growth of 0.4 percent over the prior year. Populatmn size affects some or our 
intergovernmental revenues, which !n total make up 20 percent of all budgeted sources, or 28 percent of 

Ccnc·,·' '°"""' "'"''''"!":= 
The City's population composition is changing, including a declining racial and ethnic diversity. Recent 
demographic evidence from the U.S. Census' American Community Survey 2005 finds substantial 

' Source: Controller's Office of Economic Analysis. 
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numbers of Latinos and African Ame•icans leaving San Francisco since 2000 Po:iulation trends cari 
ulhrna'.ely impact future uses of funds. 

Employment 

Net job creation of 6,300 {a 1.2 percent increase) took place in calendar year 2005 Recent growth 
reflects more va!ue·added, new·economy jobs in prolessi(ma1 services and life science technology, but 
employment declines in industrial, ma11ufacturing. and information technology sectors. The 
unemployment rate In the City, which reached a peak of 7.9 percen! in July 2002, nas con!inued its 
decline to 4.6 percent, as of June 2006? 

The Stele of California 2006 metropolitan occupational survoy. reports that the average annual wage in 
the San Francisco Metropolitan area rose by 2.6 percent. from $52,355 in the previous year lo $53,727, 
whereas the median wage increased by 3.7 percent, from $41, 190 lo $42,703 during the same period.3 

Housing Markets and Property Taxes 

Res1dentra! property values in San Francisco continued to rise during the current fiscal year. The main 
re<e1Son ior tnis trend is the cunsiraittt!U gruwi.i1 ul l11t:1 ,,uµµly uf i«:.iuo,ing rn:;;,\;-.-a lv t~,6 mc;ea;;e i:. 
purchasing power of buyers. Consequently, transfer tax and properly tax revenues increased strongly 
from the previous fiscal year. 

As of June 2006, the median price for an existing home in California was $567,360. San Francisco has a 
comparable median pnce of $754,630 for the same period.' This represents a 4 1 percent increase over 
last year's median price for the City. Des pile steady construction, including an estimated 2, 142 new units 
1n San Francisco during calendar ynar 2005, supply conslraints continue to put upward pressure on 
prices 5 Demand outpacing supply contribules to continuing declines in affordability 

In part Cue to these affordability hurdles and excess demand conditions, 65 percent of the City's residents 
renl their homes arid only 35 percent own. Whlle this proportion of owners and renters is substantially 
dtfferent from the national average of 69 percent owners and 31 percent renters. the City's share of owner 
and reriter-occupied heusing is comparable to other densely populated urban centers in the country such 
as New York Cily and Chicago,

5 

As of June 2006, the average occupancy rate for market-rate apartments in San Francisco was 96.4 
percent, 0.3 percent higher than the same period in 2005. Average rental rates increased slightly in June 
2006 to $1,936 per month, compared to $1,834 in the prior year - a 5.6 percent increase.' 

As of June 2006, the average single family home's assessed valuation in tl">e City stood at $404,000.a 
Average assessed valuations tend to be lower than market prices because of 1°mils on !he growth in 
taxable property values under Ca!ifomia"s Proposilion 13, which provides an incentive to buy and hold 
property Properly tax revenues of $783 m1111on are the single largest source of General Fund rnornes 
accounting for nearly one third of the City's total sources of General Funds Properly tax revenues grew 
10.4 percert over 2005. 

2 Source· State of CahforniH. Employment Development Deparlmcnt 
3 Source. State of California, Employment Development Departmen1 Recenl county level data not yet 
rcpor!cd Tf1c :ncd:c:-: ::mnwol wcge represents ihe !evf,1 of ir>come a! wh!<:h !"te!f of '!'ag<: "''='"''?.-.; 1?<1-m':'<.f 
more, and the other tia!f earned less. 
• Source· California Association of Realtors. 
5 Source. Cnlifomia Association of Realtors 
~source. National Bureau of Economic Resel:'lrch. 
7 Source· Real Facts 
! Source· Office of !he Assessor, Cily arid County of San Francisco 
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On a related nole, another major project under way during this fiscal year is the continuing construction at 
Rincon HilL When the firs! of !wo Rincon Hill towers is finished, in !he spring of 2008, ii will rise 550 feet, 
and uoit prices are expected to range from $600,000 for a small condo lo $2.5 million for a three-bedroom 
unit at the top. 

Commercial Real Estate 

rhe performance of the commercial real estate sector is consistenl with the economic recovery and 
increase in professional service jobs in the City. San Francisco's real estate office market continues to 
show improvement since June 2005, when the vacancy rate was 17.3 percent. The overall vacancy rate 
was 13.9 percent as of June 2006. This represents absorption of 19] percent of available space, or a 
net increase of 1.75 million square feet of newly rented space. 

The average price for office space rose from approximately $28.68 to $33.60 per square foot, per year·· a 
17.2 percent increase-during the same period.9 These market rents are still lower than fhe $65.88 
average per square foot peak rents reached In the third quarter of 2000. We expect continued growth in 
office space occupancy because the City economy is producing jobs requiring the use of high-end office 
space. 

Commercial sales activities contributed significantly to the City's transfer tax revenues which reached a 
peak of $131.3 milllon (mclud1ng both commercial and residential) in fiscal year 2005-2006, While there 
were fewer major property transactions than in the past fiscal year, the square footage of space 
transacted was sllgh!ly larger than in 2005. In tandem with higher transaction prices per square foot, !he 
net result was an increase In transfer tax revenue from all real estate transactions of 12.4 percent from 
the previous fiscal year. 

On a related note, Westfield's San Francisco Centre's $460 million expansion, anchored by 
Bloomingdale's, was completed in August 2006. The San Francisco Business Times reports that the new 
retail ma!I near Union Square is the largest operating retail cen!er in the Bay Area. II covers 1.5 million 
square feet of retail space dedicated to shopping, entertainment, personal and retail services, and even a 
higher education program-San Francisco Stale University's MBA Program. 

Other Tax Sources 

This fiscal year, payroll tax revenues rose 10,5 percent over the previous fiscal year, to $315.5 million. 
These Increases reflect improved employment and wage growth. Holel room tax revenues reached 
$179.5 million, a 13.6 percent increase over the previous fiscal year, reflecting a rebound In tourism. 

Travel and Tourism 

The City's Convenllon and Visitor$ Bureau estimates that 15.7 million people visited the City in cs=ilendar 
yeer 2005 and spent $7.37 billion, a 9.5 percant increase over calendar year 2004. On a related note, 
PKF Consulting reports that hotel occupancy rates averaged 76.7 percent in fiscal year 2005-2006, a 3,6 
percent increase from the prior fiscal year. Additionally, average daily room rates increased 8.3 percent 
to $160 55, compared to $148.21 in the prior year. 

Bookings and attendance for conventions in San Francisco have been strong. which impacts sales tax 
and hotel lax revenues favorably. According to the San Francisco Convention and Visitors Bureau, 2006 
is on lrack to exceed 2005 room night numbers. Increasing international passenger traffic at SFO is 
another indication of the continuing growth in lourlsm and travel. A total of 4.09 milllon interna!ional 
travelers llew into SFO, a 4.3 percent increase over the last fiscal year. Qantas, Air Canada, Song, Air 
New Zealand and Independence have either begun or expanded service to more cities from SFO. As of 
June 2006, a total of 16.5 million passengers arrived at SFO, representing 1.5 percent more passengers 

9 Source: Cushman & Wakefield, Inc. 
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than !he prior fiscal year, and signaling continued racoveJ')' in air travel demand to and from San 
Francisco. 

Cruise ship calls to San Francisi.;o have quadrupled since 2004, from 12 to 49, and passengers arriving lo 
the Cify by cruise ship increased to 137,000 passengers through June 2006_ This represents nearly 
50,000 more passengers than the same period one year prior. By the end of calendar year 2006, the 
Port is projecting total passenger volume Increases of 14 percent over calend¢1r year 2005 levels. 

Improving Bond Ratings 

lile City's fiscal health contirmed lo improve over the last fiscal year. This was retlecled favorably 
through inves!mont grade bond ratings on City municipal debt. Moody's and Filch Ratings both upgraded 
their outlooks on general obligation municipal debt issue by tho City in 2006 from "stable" to "positive" in 
2005. Additionally, Fitch noted our financial management exhibited -spending restrain! and conservative 
budgeting that has resulted In increased year-end resarves.H10 These results lranslate into lower debt 
financing costs, of particular importar1ce lo planned capital projects. Voter approval must be obtained in 
the coming years to fund most of the capital projects noted in the 10-Year Plan. 

City Government Initiatives and Updates 

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

City and County of San Francisco 10-Year Capital Plan 

In May 2006, the City inlroduced for the first time in its history a 10-Year Capital Plan (the Plan). Total 
investments of $15.6 billion are planned for !he period between fiscal year 2006-2007 and fiscal year 
2015-2016. The Plan included detailed expenditures of $3.3 billion toward General Fund items such as 
health care, criminal justice, streets and righ!-of-ways, recreation and parks, the arts, fire protection and 
emergency response. $2.3 billion of these funds would be expended in projects during the first five years. 
tt also calls for $12.3 billion in enterprise department funding, Including $7.2 billion for public utilities, $3.6 
b11liori for municipal transportation, $1.1 billion for Airport projects. and $414 million for infrastructure 
projects at the Port. The Plan was approved by U1e Board of Supervisors on June 20, 2006. 

San Francisco Redevelopment Agency: Bayview Hunter's Point Redevelopment Plan 

The Bayview Hunters Point Redevelopment Plan calls for 2.4 million square feel of commercial, retail, 
1ndustnal and residential floor space. It is expected to yield over 5,500 jobs and approximately 3.700 net 
new dwelling units supported by institutional, utility and transportation networks and by a mul!itude of 
mitigation plans and alternatives over the next 30 years. Dramatic zoning and infrastructure changes will 
soon begin transforming the landscape of the 1,575 acres of redevelopment project area. 11 

The Environmental Impact Report for projects lo come in the Bayview Hunter's Point Redevelopment 
area was completed in February 21, 2006, and approved by the Redevelopment Agency on March 7, 
2006 The Board of Supervisors passed an ordinance on June 1, 2006 clearing the way for the Agency to 
move forvvard with its r~development and rezoning plan. 

10 Mayor's Office of Putilic Finance and Fitch Ratings, Sep1ernb,;,r 2006. 
11 Bayview Hunters Po:nt Redovolopmcnt Projocl, February 28, 2001:L 
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Port of San Francisco 

The Port has many ongoing projects in planning and development stages '
2

: 

Piers 27-31 Mixed Use Recreahon Project, 
Piers 1 Y. -3-5 Hi stone Rehabilitation Project. 
Piers 15-17 Exploratorium and Rincon Park Restaurants, 
Bryan! Street Piers (Piers 30-32 and Sesw.ill Lo! 330) Cruise Terminal and Mixed-Use 
Development, 
Brannan Street Wharf, Pier 70 Area, and Pler 90 • 94 Backlands. 

The F'or: Authority's 10 Yc3r Capi!a! P!:in !Cedified a total of $1.2 billion pr)marily for deferred 
maintenance and seismic upgrade work required for Port facilities over !he coming decade to finance all 
of the above improvement$. Of Iha! total, they expect $414 million of the funding to come from Port 
tenants, the Port's operating budget, revenue bonds, development projects and Infrastructure Financing 
District bonds. The remainder continues to be unfunded and deferred 

Treasure Island Oevelooment Authority 

TIDA has completed various aspects of ttie proposed redevelopment project for Treasure Island, 
Including plans addressing land use. open space, affordable housing, infrastructure. transportation, 
community faci!1tles, fiscal impact, phasing and Jobs and equal opportunity programs. The proposed 
project includes 1,800 affordable housing units and 4,200 mark.et-rate dwellings Total land development 
costs are estimated at approximately $1.2 billion and the proposed plan has estimateo the following 
sources of funding for capital improvements: 

$498 million 1n private capital from the Treasure Island Community Developmenl. LLC. 
$361 million in Mello-Roos (tax-exempt) bonds, and 
$338 million in projected tax increment financing 

In May 2006, tho Treasure Island Community Development, LLC, the City's venture partner in TIDA, 
presented to the Land Use and Economic Development Committee of the Board of Supervisors a revised 
draft of the Treasure Island Transportation Plan The plan proposes a mix of transportation modes and 
systems that may mitigate additional traffic congestion from !he dramatic increase in lhe Islands' resident 
population 

Third Street light Rall Project 

The first stage of the Third Street Muni Metro light rail setvice will extend south from the current terminal 
at Fourth and King Streets along Third Street and Bays:hore Boulevard, ending al the Bayshore CalTrain 
Sta1ion in Visitacion Valley. Track work has been completed in lhe center of the street to improve the 
safely and reliabil!ty of the service along the 19 stops. This phase of !he light rail project is expected to 
open for service in spring of 2007. 

A second. no! yet funded, phase of the project would extend light rail service north from King Street along 
Third Street, entering a new Central Subway near Bryant Street, crossing beneath Markel Street and 
running under Stockton Street lo Clay Street. Underground subway stalions will be located at Moscone 
Center, Markel Street, Union Square and Clay Street in Chinatown. Muni and the City are actively 
pursuing funding for !he Central Subway. 

12 So11rce: City and Counly of San Francisco Capital P~1n FY 2007·2016. 
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Toward Universal Health Care: Health Care Acce$s Program 

In 2005, approximately 82,000 San Francisco residents lacked health care insurance coverage on any 
given day. The Department of Public Health is: planning a Health Care Access Program to address !he 
problem of the lack of access to health care coverage by residents and wnrkers in San Francisco Tfie 
program's initial projected cost approxim;ites $198 million, and its implementation is expected !o be 
phased in fiscal year 2007-2008. Funding for the p•ogram will be achieved by reallocating funds from 
current uses In addition, employers' con!nbutions to employee 1-ealth care spending accounts may be 
instituted to supplement funding of !his program. 

San Bruno Jail 

In August 2006, San Francisco opened its newest jail facility in San Brul'O. -1 his modem site nouscs up 
to 768 Inmates in a safer and moro humane environment and replaces County Jail #3, a facility built in the 
1930's. Certificates of participBtion with a final maturity of 2033 funded !he $137 million project 

311 Call Center 

The C1t;i"s goal or oeve1opi11g ano depioying an eo:;iiy oc:1.,,:,:,,,il.,lt;:. ,:..:;-,-,J.-a:i.;:ed call canter for C:.ty ,c::.!dcni~ 
!o channel customer service and infonnation requests is 500!1 to be a reality. The 311 Call Center will 
provide a single point of contact for al! non-emergency City ser;:ces, and allow cus\ofl'ers to ca11 one 
easy-to-remember number to receive information and access City services. II/hen fully implernen!ed, rt 
will be staffed 24 hours: a day, 7 days a week. Trained customer service representatives from all City 
departments will be available to respond to residents' needs for City services. The 311 Call Center will go 
live in the spring of 2007. 

Affordable Housing and Homeownership Program 

The A'fordable Housing and Homeownership Programs ware created to provide the City's homeless, 
seniors, and low· and moderate-income families with affordable dwellings. During the two-year fiscal 
periods ending 2003 to 2005, a lotal of 1,277 units were completed For fiscal year 2005-2006, an 
additional 240 units were completed. Two ordinances were passed by !he rloard of Supervisors during 
fiscal year 2005-2006, expanding and increasing the 1nciusionary housing affordab1hly program 
requirements on market-rate development to apply to any development with five or more units, where 
below-marilet rate units must comprise at least 15 percent of the units developed ons1te, or 20 percent of 
units developed off-site, or pay an in-lieu fee to otherwise satis:fy the requirements. Previously, these 
thresholds were applicable to developments with ten or more units, where 12 percent of on-site or 17 
percent of off-site units had lo be priced below-market. These initiatives promise to yield eva-n a greater 
number of affordable housing units in the coming years. 

Homeless Housing Outreach Efforts 

Project Homeless Connect is a landmark service program that links community volunleers and health and 
human services and programs with the ',omeless and indigent It o•iginated in San Francisco in 2004 
and has been so successful lhat it has been emulated in thirty-two cities across the Urnted States. As of 
June 2006, 18.107 volunteers have proviC:ed services to more than 12,000 homeless clients. The main 
goal of this program 1s to transition the City's homeless off the streets and into perrnane11t, supportive 
housing. 

~""' !"•,icJ"!cr,.lr;f::'> ~D!'!'!~d 

Projec1 Homeless Conned has evo!ved and Ind to the formation of San Francisco Connect This divers:e 
partnership of agencies wit', different goals have come together to serve not just the needs of th!'! 
homeless: and !he indigent, but also support services for City residents at large, and fo1 youth and 
families .. As of August 2006, ;:i dozen San Francisco Connect events have taken place in which corporate 
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and community volun!eers have provided goods ard services to over 24,000 persons. One example is 
ProJect Green Connect, where volunteers can improve rwighbortiood parks, street gardens and other 
public spaces 

Disaster PreparedneS$ 

Over !he past year, the City has increased !ts emergency planning and preparedness activities by 
expanding the size and role of the City's Disaster Council, developing a Bay Area Regional Preparedness 
Plan, and implementing the San Francisco's new Emergency Notification Plan, known as SF Aler!. Under 
the expanded Council, the Ci!y's leaders in emergency preparedness met together to manage the City's 
Homeland Secunty grants, upda!e the City's emergency planning documents, and participate in training 
exercises. Over the past year, the City has managed Homeland Security gran!s totaling $85.6 million, of 
which $20.8 was received in fiscal year 2005·2006 to fund p1anmng, training. oquipment, and disaster 
recovery activities. The City has updated its emergency operations plan and continues to conduct 
simulations and exercises for fts emergency workers to prepare for natural and manmade disasters. 
Comprehensive and redundant back-up systems are being developed to secure financial data so that 
checks can be Issued to City employees and vendors. City staff Is trained to abide by federal emergency 
reimbursement guidelines to ensure damage is assessed accurately, costs are quantified, and 
reimbursement claims are filed. Alternate operation centers are estalJlished m the event City offices 
become inaccessible. 

The Bay Area Regional Response Plan has been developed, under the leadership of the San Francisco 
Office of Emergency Services. The new plan Includes ten Bay Area counties and lhe cities of Oakland, 
San Francisco and San Jose. The plan enables the region to effectively respond to a major disaster, 
comply with the national requirements for incident command structures, mlegrate communications, 
informaton sharing, transportation, regional care and sheller, and coordinate fire arn:I search and rescue 
efforts 

San Francisco's new emergency notification sys!em enables lhe City's first response command staff to be 
alerted and assembled within minutes of a disaster. Also, It delivers a consistent message to all pertinent 
staff wi!hln minutes, and reduces the need for manual notification_ 

San Francisco General Hospital Medical Center 

San Francisco General Hospital Medical Center, like all acute care hospitals in California, is required 
under slate law !o make !he hospital seismically safe or face closure after 2013. In fiscal year 2005-2006, 
the City funded a $1.1 million environmontal impact report and began to conduct a feasibility study to 
rebuild the hospital. The Cily has budgeted $12 million in fiscal year 2006-2007 towards pre
development costs to more accurately project costs for the new hospital to be able to fully inform voters 
who will need to approve the bonds necessary to complete the project. A general obligation bond will be 
needed lo fund construction. 

Laguna Honda Hospital 

In fiscal year 2005·2006, the replacement of Laguna Honda Hospital began. There are five buildings that 
will be affected and completion of the bulldings Is expected between July 2008 through September 2009. 
Residents are expected to move into Iha link and South buildings in November 2008. 

Awards 

Certificate of Achievement 

The Government Finance Officers Association of the United Stales and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the City for its Comprehensive Annual 
Finance Repor1 (CAFR) for the fiscaf year endfld June 30, 2005. This was the twenty-fourth consecullve 
year {fiscal years ended June 30, 1982 - 2005) that the City has achieved this prestigious award. In 
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order to be awarded a Certificate of Ac)iievemen!, a government must publish an easily readable and 
efficiently organized CAFR. The CAFR must setisfy both Generally Accepted Accounting Principles 
(GMP) 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 n to the 
GFOA to determine its ehg1billty for another certificate. 

The City also received lhe 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, 2005. 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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MANAGEMENT'S DISCUSSION AND ANALYSIS 

This section of the City and County of San Francisco's (the City) Comprehensive Annual Financial 
Report (CAFR) presents a narrative overview and analysis of the financial activities of the City for the 
fiscal year ended June 30, 2006. We encourage readers to consider the infonnation presented here 
in conjunction with additional informalion in our transmittal letter. Certain amounts presented as 
2004-2005 summarize<! comparative financial information in the basic financial statements have been 
reclassified lo conform to !he presentation in !he 2005-2006 basic financial s!atements. 

FINANCIAL HIGHLIGHTS 

The assets of the City exceeded its liabilities at the close of the fiscal year by approximately $6.21 
b1U1on (net assets). Qt this amount, $464 6 million is unrestricted and may bo used to meet !he 
government's ongoing obligations lo citizens and creditors. 

The government's total net assets increased by $438 5 million or 7 6 percent. during fiscal year 
2005-2006, more thari doubling the $148.8 million Increase al the end of the prior fiscal year. 
This year's growth is due !o primarily to an 11.5 percent rise in total revenues while overall 
expenses grew slightly less than 7.2 percent. 

Net assets for Iha City's governmental activities increased by $293.5 million, or 19.6 percent, et 
the end of fiscal year 2005-2006, continuing the trend of lhe prior fiscal yeer when governmental 
acVvities net assets increased by $194.3 million. 

At June 30, 2006, the City's Iota! ending fund balance for governmental funds increased by 
$247.3 million, or 23.2 percent, lo approximately $1.32 billion. Within this total, $190.2 million, 
8.0 percent more than last fiscal year, is unreserved and available for spending at the 
government's discretion within the purposes specified for the City's funds. This improvement was 
consistent with the City's improved economy and suppor1ed by significant increases in revenues 
including: properly, business and other local taxes, interest and investment income, state grants, 
and charges for services 

The City's General Fund had an unreserved fund balance of $139.0 million at the end of fiscal 
year 2005-2006, a $4.8 million increase over the previous fiscal year, and the total fund balance 
was $461.3 million, a 50.0 percent increase over the previous fiscal year. This growth was 
primarily due to increasing revenue related to property taxes, business taxes. other local taxes, 
slate and federal grants, and charges for service, coupled with only a 1.2 percent increase in 
expenditures this year. Due to the strong revenue growth, the City increased the General 
Fund's "rainy day'' reserves by $73_8 million, lo a total of $122.0 million as of June 30, 2006. 

The City's total long.term debt, including all bonds, loans, commercial paper and capital leases 
increased by $473 million during fiscal year 2005-2006. This included issuance of general 
obligation bonds for the following capital improvement projects: $79.4 mWlion for the Academy of 
Sciences, $29.2 for Steinhart Aquarium, $34.0 million for Branch Libraries, $7.5 million for the 
Zoo, and $69.0 million towaids the re-building of the Laguna Honda Hospital The City also 
Issued $507 .8 million in revem1e bonds lo improve and rc·build the City's water system and retire 
commercial paper outstanding. In addition, this year the San Francisco lntema!ional Airport and 
the San Francisco Water Department issued $467.0 million and 5110 1 million. respectively, in 
revenue refunding bonds. 
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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 three components; (1 > Government~ 
wide f nancial statements, (2) Fund financial statements, and (3) Notes to the financial statements. 
This report else contains o!her supplementary information in nddi!ion to the basic financial 
statements themselves. These various elemonls of tho Comprehensive Annual Financial Report are 
related as shown in the graphic below. 

Organization of City and County of San Francisco Comprehensive Annual Financial Report 
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The following flgure summarizes the ma;or features of the financial statements. The overview seclio.1 
below also descnbes the structure and contenls of each of the statemen!s in more de\atl 
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The government-wide financial statemonts are designed to provide readers wlth 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 re;;orted as soon as the underlying event 
giving rise to the change occurs, regardless of the timing of rela!ed 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 lo 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 inlergovemmental revenues (governmental act1V1t1es) frcrn other functions 
that are intended to recover all or a significant portion of their costs througl1 user lees and charges 
(business-type activities). The governmental activities of the City include public protection, public 
works, transportation and commerce, human we!tare and ne1ghbornood aeve1opment, community 
health, culture and recreation, general administration and finance. and general Ci!y responsib1lil!es. 
Tue bus,ness-type i:ict1vities of the City include an airport, port, public transportation systems 
(including parking), waler and power operations, an acu!e care hospital, a long-term care hospital, 
sewer operatiOns, and a produce market 
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TI1e 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, and a legally separate development autl-iorily, the Treasure Island Development Au!hodly 
(TIDA), f()( which the C,ly is f1nanc1a!ly accountable. Financial in1ormatlon for these component unils 
is reported separale!y from the financial lnfOrmalion presented for the primary government lncluder! 
within the governmental activities of !he government-w:de financial statements are !he San Francisco 
County Transportation Aulhority and San Francisco Finance Corporation. Included wi!hin the 
business-type activities of !he govemment-wide financial statements is the operation of the San 
Francisco Parking Authorily. Although legally separate from !he City, thes!l cmn;mnent units are 
blended with lhe primary government because of their governance or financial relalionships lo !he 
City. 

Fund Financial Statements 

The fund financial sta!emenls are designed to report informatior about groupings of related accounts 
that are used to maintain control over resources that have been segregated for specific activities or 
ob1ecl1ves. The City, like olher stale and local governments, uses fund accounting to ensure and 
demonstrate comp1iance with finance-related legal requirements. All of the funds of !he City can be 
divided into the following three categories: governmental funds, proprietary tunos, ano fiduciary 
funds . 

Governmental funds. Governmenlal funds arc used to account for essentially lhe same 
functions reported as governmental activities in the government-wide financial sta!ements -
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 !hat are available for spending 
Such information May be useful in determining what financial resources are available in the 
near future lo finance the City's programs. 

Because the focus of governmental funds is narrower than that of the government-wide 
financial slalemen!s, ii is usef...11 lo compare the information presented !or governmenlal funds 
with similar infonnation presented for governmental activities in !he government-wide 
frnancial statements. By doing so, readers may bel:er understand the long-term impact of thn 
government's near-term financing decisions. Both !he governmental fund balance sheet and 
the governmental fund statement of revenues, expendi!ures, and changes in fund balances 
provk!e a reconciliation to facilitate this CO"nparison between governmental funds and 
governmental aciiv1t1es 

The City rra1ntains several individual governmental funds organized according ta their type 
(special revenue, debt serv,ce, capital projects arid permanent funds) Information is 
presented separately in the governmental f~nd balance sheet and in the governmental fund 
statement of revenues, expenditures, and changes in fund balances for !Im General Fund, 
which is considered to be a major fund. Data from the remaining governmental funds are 
combmed into a single, aggregated presentation. Individual fund data for each of the non· 
maJor governmental funds 1s provided in the form of combining statements elsewhere in this 
repor! 

The City adopts an annually appropriated budget for lls General Fund. A budgetary 
comparison statement has been provided for the General Fund to demonstrate compliance 
W•!h jh,5 f,l !rl!JP! 

Proprietary funds. Proprietary funds are generally used to account for services for which 
lhe 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
w1de financial statements, only in more detail. The City ma1n!a,ns the following two types of 
prop;;etary fund5: 

6 



Enterprise funds are used lo repor! !he same functions presented as business-type 
actrvmes in the government-wide financial statements. The City uses enterprise funds to 
account for !he operations of the San Francisco lnternal1onal Airport (SFO or Airport), 
Port of San Francisco (Port), San Francisco Water Department (Water Department), 
Hutch Helchy Water and Power (He!ct1 Hetchy), Municipal Transportation Agency (MTA), 
Laguna Honda Hospital, San Francisco General Hospital Medical Center, and the San 
Francisco Wastewater Enterprise (Wastewater), all of which are considered to be major 
funds of the City. 

Internal Service funds are used to report activities that provide supplies and services for 
certain City programs and aclivities. The Cily uses internal service funds to account for 
its fleet of vehicles, management information services, printing and mail services, and for 
!ease-purchases of equipment by the San Francisco Finance Corpora!ion. Because 
these services predominantly benefit governmental ral11er than business-type functions, 
they have been included within governmental activities in the governmenl-wide financial 
statements. The internal service funds are combined into a single, aggregated 
presentation In the proprietary fund finar1cial 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 Cily. The City employees' pension and health plans, the external portion 
of the Treasurer's Office investment pool, and the agency funds are reported under !he 
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 thai used for proprietary funds. 

Notes to the Basic Financial Statements 

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

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 benefits 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. 
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Net assets may serve as a useful indicator of a government's financial position. For the City, assets 
exceeded liabilities by $6.2 bi!lion at the close of the fiscal year 2005-2006. 

Tl:e largest portion of the City's net assets ~eflects its $4.9 billion (79 percent) inves1menl in capital 
assets (e.g. land, buildings, and equipme11!), less any related outstanding debt used !o acquire those 
assets. This percentage is substantially the same as in the prior two fiscal years. The City uses 
capital assels to provide services to citizens; conseque11lly, they are not avallable 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 lo repay this debt must be provided from olher sources since the capital 
assets themselves canno! be liquidaled for lo pay these liabilities. 

Another portion of the City's net assets, $866.0 million {14 percent} represents resources that are 
sub1ect to external restrictions as to how they may be used. The remaining balance, unres!ricled net 
assets, $464.6 million (7 percent) may be used lo meet 1he government's ongoing obligations lo 
citizens and creditors. Together, these Cillegorios of net assets totaled 21 percent in fiscal year 
2005·2006, essentially equivalenl lo the prior year's percentage. 

At the end of the fiscal year 2005-2006, tho City had positive balances in all three categories of net 
assets for the government as a whole, as well as for the business-type aclivil1es For the 
governmental activities, unrestricted net assets have a deficit of $72 0 million related in part to $125 
million in debt from general obligation bonds for !he San Frar,cisco Unified School District and San 
Francisco Community College District, which are recorded with no corresponding assets. 
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Changes in Net Assets 
Year Ended June 30, 2006 (in thousands) 

--
~y1ro<I'< 
-,,,,s,n,tt.s"""es 
01•,e, ~ tm,,s 
in!e,est and,,.....esimen! ,~ o,. 

TM!lm""'1L""' 

"-htl,cuc~ect,o,, 
P>.,Wc w.:ns !ran,.:ntab:,, -~" I '''""'' .,,.,,~a,e and 

~-qc:,rn,,1 
c,.......,.....t1MaJtt 

curu,~ am '""""'.arr 
Gere,al adnnistra\icr' snl finar><:e 

-· 
Wat..--
Mads<>! 

lO<ala,.,..-,sas 

lr-ne,•,ei•<!=e-~se) ,n oe: asse<s 
(#arc special ~ems and irensfO<S 

Sp,,c,el,ooms 
Tc,.-,;/s,'; 

N<e:a.ssetsilta,'Uol-

Governmental 
acUvlles ,.. ""' 

.:;t,:)2{)5 

%9.9'9 
l4!i :J:29 

1 ;11rn~ 

"""-"·' 
5'l5J,64 
!UJ9 

-~?? 

351 o.c,; 
834,(<)7 

%.4J5 

920 314 

;;,n '"" =.oo:, 
294'-0 

4?-!-",.l 

- 351:l9.l01 3.068.816 

== naeoo 

212391 213.335 

8~396 619753 
41384<1 503259 
244.423 }56:l:l6 
1117400 152,850 

""" ""'' 
94923 ro= 

-~15.1? -- 43~94· 

j3299961 ~ 

29H36 1\14,:l,;11 
1.501.082 1,3,.')l.741 

~~ 

Analysis of Changes in Net Assets 
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The City's nat assets overall increased by $438.5 million during fiscal year 2005-2006, compared to a 
$148 8 million increase last fiscal year. The governmental act1vihes component of this change was a 
$293 5 millinn increase. a significant improvement from the prior year's increase of $194 3 million 
The City's business-type activities· increase of $145.0 million was a $190.5 m11!ion improvement from 
the prior years decrease of $45.5 million. This significant increase was due largely to positive net 
asset gro·,,1h a: :ho l.Jrpo~\, MT;\ Hctch Hc!c!;y, W:::stcw:::ter. ::,nd Lag'-'n2' H0r!da Hospit::,1 a_ 
discussion of the changes in both governmental and business-type activities 1s presented on the 
following pages 
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Expenses and Program Revenues - Governmental Activities 
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Governmental activities. Governrrental activities increased !he City's total net assets by $293 5 
million during fiscal year 2005-2006. cor1pared to a $194.3 million during fiscal year 2004·2005 Key 
factors contrihuting to !his yaar's incre-ase are as follows 

Overall. governmental activities' revenue ,ncreased by approximately $500 8 million 
expenses increased by $313.2 million, ;:ind net transfers increased by $88 4 m1lllon This 
resulted in a net asset increase of $293 5 w,llion for governmental activities at the end of 
fiscal year ?005·2006 The capital contribution for the City's new de Young Museum 
accounted for slightly 111ore than $202 Million of the revenue increase This a!T'ount was 
almosl offset by recognition ot an increase of $218 million in loan allowances due to a change 
in Rccmm!ing policy for the City's Low Income Housing program Combined, the reporting of 
these two reporting events resulted in only a slight change in net assets in govemmen!al 
ilrtiv;ties 
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Property tax revenue increased significantly by $95.9 million or 10 4 percent during this fiscal 
year. Most of !his growth. $73.3 million. stems from increasing assessment values and lower 
assessment appeals activity in an improving real cslate market Much of the remaining 
increase. $17.6 million. is related lo Slate revenue shifts lo local governments. For the City, 
this increase lo property tax revenue had corresponding reductions to sales tax revenue 
($10.2 million) and Vehicle License Fee revenue ($7.4 million). The remaining $5.0 million in 
growth represents taxes for voter-approved General Obligation debt. 

Business tax revenue increased $30.4 million or 10.4 percent, due largely to wage growth as 
well as moderate employment grnwth. San Francisco had 6.300 more jobs in calendar year 
2005 as compared to calendar year 2004, representing an annual growth in jobs of 1.2 
percent. 

Revenues from other local taxes, which includes real property transfer tax, hotel. sales, utility 
users and parking tax, had growth of $57.6 million or 10.7 percent The economic recovery 
brought increased hotel occupancy and average daily room rates in the City. increased 
transfer tax revenues associated with increased property sales aclivity. improved sales and 
utility user !ax collections as well as increased parking tax collections Cue to parkmg rate 
increases and economic recovery The largest componerts of growth were hotel tax (up 
$21.6 million or 13.6 percent), real properiy transfer tax (up $14 5 million or 12 4 percent). 
local sales tax (up $8 4 million or 8 9 percent), ulilily user tax (up $3.9 million or 5.3 percent}. 
and parking lax (up $3 1 million or 9 3 percent} 

Interest and investment income improved by about $41 6 million, or 141 percent, during the 
year primarily due to higher interest reles and average daily cash balances during the fiscal 

ar. The earned yield on City pooled investments increased from 2 3 percent to 4 2 percent. 
general, lhese returns reflect the City's concentration of investments in Treasury Bills and 

Noles and other short-term investments combined with increasing interest rates from the 
Federal Reserve. Al the fiscal year end, deposits and investments for governmental activities 
with the City Treasury were $1.511.9 million, a 22.0 percent increase over the previous year 

. contributions revenue significant increase of $192.9 million is primarily due to 
recognition of !he City's newly rebuilt de Young Museum ($202.0 million less a decrease in 
capilal grants of $9.1 million). This premier ari museum opened early in 2005-2006 and was 
constructed with private funding through an independent non-profit corporation. The 
decrease of $9.1 million is largely due to decreases in federal grants for public protection. 
including homeland security funds. 

In 2005-2006 !here was also a change in accounting policy regarding the reporting of long
term loan debt allowance expense for the City's Low Income Housing Program The resulting 
increase in tl1e allowance was $218 million and is included in human welfare and 
neighborhood development expenses. This amount almost offsets the increase in capital 
contributions. noted above 

Net transfers to business-1ype activities were $330.0 million 1n fiscal year 2005-2006, a net 
$88 4 mi!11on increase from the end of fiscal year 2004-2005 These transfers included a ne! 
increase of $52.3 to Laguna Honda Hospital related to support for re-constr1.1ction of the 
hospital, a $65.6 million net increase to San Francisco General Hospital Medical Center 
related to the restructuring of local match requirements for Slate health funding, a decrease 
of $20.5 million lo MTA resulting from a decrease in funding for transportation projects. a net 
decrease of $6.4 million in Airport transfers, and a $2.6 million dollar decrease in other 
transfers. 
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The charis shown previously illustrate the City's governmental expenses and revenues by tunct1on, 
and its revenues by source. As shown, hL.man welfare ano neighbo111ood de,elopment is the largest 
function in expense (29.1 percent), 'ol!owed by public protection (26.5 percenl). and community 
health {16 3 percent). General revenues such as property. business. and sa!es lflxtJs me not sfwwn 
by program. but are used to supporl program activilies citywide For governmental activi1ies 
taxes were the largest single source of funds (28.4 percent) in fiscal year 2005-?006, as cor 
30 0 percent in fiscal year 2004-2005. In addition, operating grants and conlribu!ions were the 
second largest source of funds (24.1 percent) in fiscal year 2005-2006 down from 27.3 percent in 
'iscal year 2004-2005. The ratios ror other reveni...e categories shiMed only slightly sin1,e the prior 
fiscal year and were as follows for fiscal year 2005-2006: business laxes (9.1 perc.m!) other local 
taxes (16.7 percent), and charges for services (11.2 percent). The slight decrease in somu ratios is 
partly due to the increase in capital contributions this year which was previously discussed 

Expenses and Prcgam Revenues - Business..type A:.thlities 
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Business-type activltie$. Business-type activities increased the City's net assets by $145.0 million 
A significanl increase from the prior year decrease of $45.5 million. Key factors of this improvement 
are· 

The Municipal Transportation Agency (MTA) had net assets of $1.8 billion at June 30, 2006, an 
increase of approximately $63.0 milliDll over the pnor fiscal yeEr. The total net assets !nelude 
$1.76 biliion (98 percent) for MUNI, the City's municipal railw,;y_ The remainder represenls the 
combined net assets of the Department of Parking and Traffic and the Parking Authority. 
Between the end of fiscal year 2004·2005 and 2005-2006, MUNl's net assets increased by 
approximately $40 8 m111ion, primarily due to cootinued work on the Third Street Light Rail Line. a 
maior expansion project for the MUNI funded by fedeial, stal,; and local capital contributions. 
MUNl's total operating revenues of $141 million were $13.7 million higher for fiscal year 2005· 
2006 over the prior year. Non-operating revenues increased about 8.8 percent, or $20.1 million, 
to $249.8 during this same period. This increase was primarily due to increases 1n parking f•nes 
revenues and slate operating grants. The City's General Fund subsidy to the MTA for 2005-2006 
tolaled $161.8 million including $118.4 lo MUNI and $43.4 million for the Department of Parkmg 
ar:d Tr.:~c, :;l:g~lly mere th::ir! the fieca! 2004-2005 am0unts of $101 7 million and $36 1 million. 
respectively 

Laguna Honda Hospital, the City's long term care hospital, had an increase to net assets of $68.2 
million. This increase included $49.6 million in transfers from the non-major governmental funds 
which account for the Laguna Honda Hospital General Obligation Bond proceeds and capital 
j)roject activity. In addition, the hospital received a $39.9 million transfer from the City's General 
Fund and $1 2 million from the San Francisco General Hospital Medical Center. This $90.7 
rm!lion of inflow was offSet by approximately $22.5 million ln operating and non-operating losses. 
compared to last year's loss of $20 7 million. 

Hatch Hetchy, which operates !he City's water storage and power generating facilities in the 
Sierra Nevada Mountains, increased to!a! net assets by 11,2 percent or $41.6 million for fiscal 
year 2005-2006 Approximately $29.0 million of t'lis increase is seen in increases to cash 
deposits and $9.0 million in current receivables. The latter ineludes a $4 8 million increase in a 
settlement receivable from litigation with Pacific Gas & Electric. Hetch Helchy's net asset 
increase for fiscal year 2005-2006 was approximately $19.1 million more than the $22.5 million 
increase for fiscal year 2004-2005. Power sales increased $18.0 million to $139.6 during the 
current fiscal year and other operating rovenues increased by $4.0 million to $7.7 million. For the 
current year, there was a small increase in total expenses, $2.4 million, due primarily to general 
administrative costs 

The Water Department's net assels were $433.1 million at the end of fiscal year 2005-2006, 
essentially equal to the prior fiscal year. Since 2003, the department has been working on a 
massive capital project to rebuild the water system, a mult1-billion dollar, ten-year program 
approved by !he voters in November 2002. Related to lhis work, the Water Department's total 
assets and total liabilities each increased by about $429.2 million at the end of this fiscal year. 
These increases were due mostly to cash proceeds from revenue bond sales and the associated 
liability. Operationally, the department saw an improvement of approximately $6.5 m!lhon at the 
end of fiscal year 2005·2006 compared to the prior fiscal year. This effectively offset a decrease 
to net assets by the same amount at the end fiscal year 2004-2005 A $15.7 million increase 1n 
revanue from water sales, primarily lo retail customers, contr,buted to this positive change There 
was also a $6.6 million increase in interest and investment income oue largely 10 nigner average 
daily balances and increasing mteresl rates. On the expense side, operating expenses rncreased 
by $10.5 million and interest expense rose by $5 3 million, a 24.6% increase due to interest 
expense on bonds payable. 
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The Airport's net assets decreased by $42.7 million, or 11.9 percent, at the end of fiscal year 
2005·2006. Operating revenues decreased by a total of $22.0 million due primarily to a $39.6 
million decline In aviation revenues offset by a $17.6 million increase in parking, lransportalion, 
concession, and rental revenues which included lhe reinstatement of the duly free minimum rent 
agreements. The Airport's operating expenses rose close to $13.8 million. This change included 
increases in personnel and contractual services ($16 million), repairs and maintenance and 
environmental cleaflup ($3 milhon). offset by a decrease in repairs and maintenance cm;ts ($5 
mil!!on). The transfer frorn !hr; A1rp<'.M"t to the City's General Fund was $21.5 r,illion for fiscal year 
2005-2006, an increase of $1.8 million increase over 2004-2005. 

As shc,.vn :~ the pre\'iot.:S c'"larts, the !wo largest ol San Frnnciscn'<; h,;<;in,;,<;<;.type l'lt:tivilins - the S<>n 
Francisco lntematr0nal Airport and the Municipal Transportalion Agency each had total expenses 
over $600 million in fiscal year 2005-2006. The City's long-term and acute care hospitals together 
also had to!a! expenses of $645 mi!Uon. Together, these four enterprises make up over 78 perccnl of 
the total expenses tor business-type activities. As in prior years, charges for services provided the 
largest share of revenues, 64.2 percent, for business-.type acl1vtties. 

14 



FINANCIAL ANALYSIS OF THE CITY'S FUNDS 

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance· 
related lcg<1I requirements. 

Governmental Funds 

The focus of !he City's governmental fund sta!emenls is to provide information on near.term inflows, 
outflows, and balances of resources !hat are available for spending. Such information is useful in 
assessing !he City's financing requirements. In parlicu!ar, 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 reporled by the City include the Genera! Fund, Special Revenue Funds, 
Debt Service Funds, Capilal Project Funds, and the Permanent Fund 

As of the end of the current fiscal year, the City's governmental funds reporled combined ending fund 
balances of approximately $1.32 b!llion, an increase of $247.3 million over the end of the prior year 
The increase is due to revenue sources increasing at a faster rate than expendi!ores, consistent with 
the City's improving economy. 

A total of $190.2 million of lhe fund balance in !he governmental funds const1!utes unreserved fund 
balance. This is available for spending et 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 indude supporl for· ( 1) a General Fund 
"rainy day" reserve ($122.0 million), (2) encumbrances for existing contracts and purchase orders 
($461.3 mi!!ion), (3) funds continued for programs or projects in future fiscal years ($453.8 million). (3) 
pay debt service (S57A milhon), and (4) for a limited number of other purposes ($30.9 million). 

The General Fund is the chief operating fund of the City and had an unreserved fund balance of 
$139.0 million al the end of fiscal year 2005-2006, a $4.8 million increase over the fiscal year 2004-
2005 unreserved fund balance of $134.2 million. The General Fund's total fund balance was $461.3 
for fiscal year 2005-2006, a 50 percent improvement over the prior year balance of $307.7 million. 
This increase was mainly due to a general increase ln revenues from property, business, other local 
taxes and charges for services, coupled with only a moderate iricrease In expenditures. Overall for 
the fiscal year ended June 30, 2006, the General Fund's revttnues exceeding expenditures by $506.0 
million, before transfers and other items are considered. 

As a measure of the General Fund's liquidity, if may be useful to compare both unreserved fund 
balance and total fund balance lo total fund expenditures. For fiscal year 2005-2006, the unreseived 
fund balance of $139.0 million represents 7.1 percent of total General Fund expenditures of $1.97 
billion, and the total fund balance represents approximately 23.4 percent of that amount For the prior 
fiscal year, 2004-2005, the General Fund's unreserved fund balance of $134.2 million was 6.9 
percent of the total expenditures of $1.94 billion, and the total fund balance represented 
approximately 15.8 percent of expenditures. 

Proprietary Funds 

The City's proprietary lurid statements provide the same type of Information found in !he bus1ness
activit,es section of the government·wide financial statements, bu! in more detail 

At the end of fiscal year 2005·2006, the unrestricted net assets for the Airport were $280.2 million. the 
Water Department 78 2 million, Hetch Hetchy $142.0 million. Wastewater $58.2 million, the Porl 
$34.5 million, San Francisco General Hospital Medical Center $0.8 million, and the San Francisco 
Market Corporation $3.1 million. "Two proprietary funds had a defici! 1n unrestricted net assets: the 
Municipal Transportation Agency had a deflci! of $44.8 million; and Laguna Honda Hospital $15.7 

15 

million The internal service funds !hat arc used to account for certain governmental activi!ios also 
had a deficit in unrestricted ne! assets of $5.5 million. 

The total increase in net assets for the enleiprise funds was $145.0 million. Factors concerning the 
finances of these funds have been addressed previously in the discussion of the City's business-!ype 
ac!lvities. As in the previous years, the Airporrs decrease in nel 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 msults of operations (ercluding capital 
contributions and erpenses) for the current fiscal year in the Ci!y's proprietary funds (in thousands): 
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The C1!y maintains fiduciary funds for the assets of the San Francisco Employees' Retirement System 
and Health Service System, and manages !he investment of monies held in trust to benefit public 
services or employees. As of the end of fiscal year 2005-2006, !he net assets of the Retirement 
System and Health Service System totaled $14.54 billion, ropresenling an increase of $1.36 billion in 
total net assets since June 30, 2005. This 10.3 percent increase is primarily due to a third year of 
improved performance of the Retirement Trust's investments. The Investment Trust Fund's net assets 
telaled $547.4 million. an lncrease in net assets of $227.0 million or 70.8 percent since June 30, 2005 
due to the increase in additions over withdrawals and distributions to external participants of the fund. 

General Fund Budgetary Highlights 

The Ci'.y's final budget differs from the original budget in that ,t contains carry-forward appropriations 
for various programs and projects, and supplemental appropriations approved during the fiscal year. 
In fiscal year 2005-2006, the City approved $64.0 million 1n General Fund supp!ement1J! 
appropriations for various deparlments primarily for capital projects including affordable housing, 
street resurfacing and recreation facilities. 

During the year. actual revenues and other resources were $133.0 million more than budgeted. 
While :he Ci!y reali1ed $208.2 minion more revenue lhan budgeted for property taxes, business 
l<1xcs. other local taxes, franchises, interest and investment income, l11ese increases were 
offset t>y $50 9 million less in transfer funding primarily related to the Slate's restructuring 
health funding for indigent care along wrlh other key variances of, $11 1 million less in federal and 
$9.2 million in state subvention revenues (!hough these shortfalls were more lhan offset by savings in 
social service costs), $7.9 million less in genem! government service charges due to lower internal 
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service cos! recoveries, and $5.4 million less 1n other revenues due to postponed property sa1es All 
budgetary revenue is shown on page 31. 

Differences between ttie final budget and the actual (budgetary basis) expendit1.1res resulted in 
$148.2 million in appropriation savings. This is primarily due to the following factors· 

A savings of $76_5 million in the Department of Public Health, due largely lo $50.5 million in 
savings reidled lo !h& Slate's restructuring of p.;blic hca:th h..mding for indigent care wherein 
counties were no longer required to send the State matching funds as well as $26 0 million in 
operating cost savings 

A savings of $24_ 1 miiiion in the Human Serv1Ceti Ager,c.y, due largely to lower program costs 
related to Ca!WORKS Childcare and Aid, Medl·Cal El1gib1lity, County Adult Assistance Programs 
(CAAP), In-Home Supportive Services and related operations costs. These savings are partly 
offset by shortfalls in federal and stale social service funding. 

A savings of $20.2 miltlOn in transfers to other funds because higher hospital revenues and cost 
!>Gvi:-.g~ ~c:.u!!cd :~ !~N:'.!f rcq:..:irnd t-ubt-idy trarnofers for Ser'! Fr:er,,:-i~,:,,:, <1PnPrnl Hoo;piti:il M~dic;:i! 
Center ar.d Laguna Honda Hospital. 

A close-out savings of $22.7 million in budgetary reserves and des1gnatlons largely due lo 
unspent Gereral Reserve savings not used for supplemental appropriation or other contingencies 
during fiscal year 2005-2006. 

As a result of the strong revenue growth, the City made record deposits into the Rainy Day Reserves 
during fiscal year 2005·2006, Including an additional $49 8 million into the Economic Stabilization 
Account and an additional $24.9 million into the One-Time Spending Accouf't. Combined !hcse two 
Rainy Day Reserve accoun'.s totaled $122.0 million by fiscal year end 2005-2006. 

The net effect of lhe strong revenue growth, expenditure savings and record deposits into the Rair'!y 
Day Reserve accounts was a positive budgetary fund balance available for subsequent yea.. 
appropriation of $145.6 million at the end of fiscal year 2005·2006_ The City's fiscal year 2006-2007 
Adopted Onginal Budget assumed an available balance of $99_5 million, so an additional $46. t 
million remains available. (See also Note 4 lo the Basic Financial Statements for additional fund 
balance reserve details.) 

Capital Assets and Debt Administration 

Capital Assets 

The City's capital assets for ils governmental and business type activities as of June 30, 2006, 
increased by $414.4 million, 3.8 percent, to $11.2 billion (net of accum1.1lated depreciation). Capital 
assets include land, buildings and improvements, machinery and equipment, par~ facilities, roads, 
streets, and bndges. Governmental activi\ies contributed $303.2 million or 2.8 percent to this total 
while $111.2 million or one percent was from business-type aciivities Details are shown in the table 
below 
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Capllal Assets, Net of Accumulated Depreciation 
(in thousand$) 

Busffless-type 

Governmental Actlvltiu ~ To!!! ,,.. ~ "" ""' - """ 
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MachltlE!ry and aqu,pmenL 44.24!> 46.021 799,846 847.935 844,092 800.956 

lrifrastnx,1ure 240,601 185,223 464,477 485,043 /05,078 670,2f,13 

Property tle•d ur,der leas~ 536 '"' 2,607 2.6'37 3,143 3.203 

l=f!S':!""-""t<, 79,358 855~ 79,358 65.534 

Construct,or, in PfOIJe5S ..••• 300.887 __1g?.J)'!Q_ ~.§5? 721.568 y,;-rr._4,5]\: 1,013,608 

Total $ 2,674,004 $ ?,371,726 $ 8.529,054 $ 8,417,813 $ 11,?93.910 t . ..!~539 

Major ci:ioital asset events during the current fiscal year included the following: 

Under governme'ltal activities, approximately $202 million of $303 million !"!et increase was due lo 
a capital contnbulion of the newly re-built de Young Museum, part of the Fine Arts Museums of 
San Francisco, discussed earlier under the analysis of net assets. The remaining $101 million 
increase was mamly due to construction-in-progress work at various park and recr0<ilional sites. 
branch libraries, as well as various street improvement arid traffic signal upgrades, and work at 
Juvenile Hall and the S;m Bruno Jail 

The Water Department's net capital assets increased by $95.6 mi:tion Close !o 81.4 percent of 
this. or $77 8 m1lhon, reflects the net increase in conslruclion-in-progress on the department's 
ten-year water system improvement project This change includes a $136.8 million increase in 
construction proJects offset by $46.6 million in transfers to facilities and improvements, $6.7 
million transfers to equipment, and $5.7 million expensed for projecls no! continued. The 
increase included water main replace'Tlents at various locations, progress on the Lincoln Way 
Transmission Line and the Sunse! Upgrade PrOJect. The remaining net increase of $17.8 million 
re~ects the increase to facilities, improvements and equipment less increase to depreciation 

MUNI had a $90 million increase to construction-in-progress This was largely due to $57A 
million in continued work on the Third Stroot Light Rail, a major expar'!sion of the transportation 
syslem in the City's southeast neighborhoods, as well as $24.6 million in work on Trolley 
Overtlead reconstruction, New Central Subway. Bayshore and Geary Corridor and other system 
projects. 

Lagune Honda Hospital's net capital assets increased '.Jy $65.8 million due almost entirely to 
construclion-ln-progress on the capJtal project lo rebuild the hospital This work is partially funded 
by the Laguna Honda General Obligation Bonds. 

The Port's net capital assets increased about 7.0 percent, or $17.2 million. This increase 
mcluded completion of security projects at lhe Port's cruise, ferry and cargo facililies' completion 
of \he Ferry Terminal Public Pier, improvements to parking lots a:md progress on the !llinois Street 
!ntermodal Bridge 

Hatch Hetchy increased net capital assets by $3.1 million or 1 .1 percent. This included the 
complet1on of a $3 7 million project to improve electrical reliability in San Francisco and a $3.1 
million proiect to replace turb1rie generators. 
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The Airport reported a decrease in net capital assets of $83 3 million or 2.2 percent due largely to 
the net effect of depreciation against completed projects of !he Near Term Master Plan for SFO in 
recent years. This plan includes lhe new International Terminal (completed in 2001 ), the Bay 
Area Rapid Transit \BART) Station at SFO and Alr Train people mover (completed m 2003) and 
new parking facil1Ues, roadways, nmway Improvements, and other Airport facilities. 

Al !tie end of the year, the City's business type act1vl!ies had approximalety $346.6 million in 
commitments for various capital projecis. Of this, MTA had approximately $150.0 million, Water 
Department had $84.6 million, Helch Hetchy had $17.3 mi!!ion, Wastewater had $39.1 million, Port 
had S6.3 million, Laguna Honda Hospital had $8.6 million and !tie Airport had 540.7 million. In 
addition, there was approximately $345.0 million reserved for encumbiances in capital project funds 
for the general government 

For govemment-·wide financial slalement presenlalion, all depreciable capital assets were 
depreciated from acquisition dale lo the end of the currant 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 
firs1 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 comple!ed 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 fisral year, the City had total long-term debt outstanding of S7 8 billion. Of 
this amount 51.23 billion 1s general obligation bonds backed by the full faith and credit of the City and 
$6.5 billion is revenue bonds, loans, certificates of partlc1palion, capital leases. and other debts of the 
City secured solely by specifie<l revenue sources. 

As noted previously, the City's total long-term deb! including all bonds, loans, commercial paper and 
capital leases increased by $473 million during fiscal year 2005-2006, primarily due !o issuance of 
bonded deb! in the governmental ac!ivittes 

The Cily also look advanlage of favorable interest rates to reduce debt payments by !ssuing $577 .1 
million In refunding bonds. Of this amount, the Airport issued $467.0 million and the Water 
Departmont $110 1 mi!lion in refunding revenue bonds The City also issued general obligation 
bonds 'or the improvement of California Academy of Sciences for $79 4 million. S!einhart Aquarium 
for $29.2 million, Bnmch Libraries for $34.0 million and Zoo Facilities for $7.5 million, totaling $150.1 
million. tn addition. the City Issued $69 million In general obligatron bonds for the Improvement of 
Laguna Honda Hospital, $507.8 million in revenue bOfldS to improve the City's water system and to 
retire tile commercial paper outstanding and $19,6 million in lease revenue bonds to finance 
equipment through !he San Francisco Finance Corporation. 

The City's Charter imposes a limit on the amount or general obligation bonds the Cily can have 
outstanding at any given time. That limit is three percent of the tFJxab!e assessed value of property in 
the City - approximately $114 billion in value as of the close of the fiscal yesr. As of June 30, 2006, 
the City had $1.23 billion in auttiorized, outstanding property tax-supported general obligatmn bonds, 
which is equal lo approii;imately 1.04 percent of gross (1.08 percent of net) taxable assessed value of 
property. As of June 30, 2006, there were an additional $346.1 million in bonds Iha! were aulhori7ed 
but unissued. If all of these genera! obligation bonds were issued and outstanding in full, the total 
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debt burden would be approximately 1.JJ percent of gross (L38 percent of net) taxable assessed 
value of property. 

The City's underlying m!ings on general obligation bonds as of June 30. 2006 were: 

Moody's lrwestors Service, Inc. 
Standard & Poo(s 
Fitch Ratings 

Aa3 
AA 
AA-

During the fiscal year. Moody's lnves!ors Service. Inc and Standard & Poor's affirmed their ratings 
with a stable outlook. Fitch Ra!ings aff1rrned its ratings and rev,sed the outlook from stable to positive 
on tho City's outstanding bonds 

The City's enterprise activities maintained their underlying debt ratings this fiscal year. SFO's 
underlying debt ratings were upheld by Moody's Investors Service, Standard & Poor's, and Fitch 
R;itings at A1, A, and A, respectively, with a stable rating outlook. With municipal bond insurance 
purchased for revenue bond issues, Moody's Investor Service, Poor's and Fitch have assigned SFO 
the ratings of"Aaa", "AAA~. and ~AAA" respectively. The Water Department 1...-arriOO underlying ratings 
of A1 and A+ from Moody's frwestor Service rmd Standard & Poof's, respectively, based on Municipal 
Bond Insurance Policies issued by MBIA and FSA, respectively. 

Since the close of fiscal year 2005-2006, the City has issued $206.0 in 
amount, the Water Department issued $48.7 million in revenue refunding bonds, 
$157 .3 million 1n general ob!1gal1on refunding bonds. 

bonds Of th~ 
the City issued 

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

Economic factors and next year's budget and rates 

San Francisco's U'lemp!oyment role has continued to improve After peaking at 7.0 percent 
during calendar year 2002. the unemployment rate stood at 4.6 percent, as of June 2006 
compared to 5.3 percent in June 2005. The recent improvement in unemployment is mainly 
attributed to job growltl in San Francisco and the Bay Area generally 

The San Francisco metro aren {including Marin and San Mateo counties) experienced jobs 
growth of 1.3 percent or 12,500 jobs from June 2005 through Junfl 2006. The largest gains in 
employment were in the service sector including professional, technical and sc1entif1c 
services, leisure and hospitality services, administrative and support services, and 
government services. For San Francisco County, jobs grew by 1.2 percent or 6,300 in 
calendar year 2005 (the most recent period for which county-level data is available). 

San Francisco's commercial real estate sector continued lo rebound over tho prior year, 
leading to occupancy gains. and increases in rental rates and commercial building sales. As 
of the third quarter of ?00£, San FrancisC".n had seen 13 consecutive quarters when more 
space was being rented than new space was becoming available for rent This positive trend 
resulted m mcreas1ng asking rental rates. As of !tie third quarter of 2006, the average direc1 
asking rental mtes were $33.60 per square foot - a 23 percent mcrease compared 10 the end 
of 2004. The overall vacancy rale was 13.3 percent in the 1h1rd quarter of 2006- a significant 
improvement from the historic high of almost 23 percent in 1he second quarter of 2003. 

The continuing gradual economic recovery is favorably impacting !ocat tax revenue growth, 
including property, real properly transfer, business. hotel room. sales, payroll, and parking 
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taxes. This growth has helped to balance the City's budget in recent years, ensuring the 
continued ability to fund ongoing services and capital improvements. 

San Francisco faced a projected General Fund shortfall of $125 million at the beginning of 
fiscal year 2006-2007 • a shortfall significantly lower than previous years. This improvement 
was largely attributable to the econorruc rebound, resulting in increasing revenues as well as 
continued control over expenditure growth. These factors combined with the use of one-time 
sources. incl1_1ding !he use of fond balance and prior year reserves, meant thal the City was 
able lo evoid making reductions ln public safely, health and human services, and many other 
critical pr09rams in the 2006-2007 budget year. 
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REQUESTS FOR INFORMATION 

This financial report is drn1igncd lo provide our citizens, taxpayers, custopiers, 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 
additronal financial information. 

City and County of San Francisco 
Office of the Controller 
1 Dr. Carl1on B. Goodlett Place. Room 316 
San Francisco, CA 94102·4694 

lndlvidual Department Financial Statements 

San Francisco International Airport 
Office of the Airport Depuly Director 
Busiress and Finance Division 
?O Su.o. 6097 
San Francis-co. CA 94128 

San Francisco Water Department 
Hetch Hetchy Water and Power 
San Francisco Wastewater Enterprise 
Director of Accounting Financial Services 
1155 Market Street, 4th Floor 
San Francisco, CA 94103 

Municipal Transpor1ation Agency 
MT A Finance and Administration 
1 South Van Ness Avenue, 7th Floor 
San Francisco, CA 94103 

San Francisco General Hospital Medical Center 
Chief Financial Officer 
1 001 Potrero Avenue, Suite 2A7 
San Francisco, CA 94110 

Port of San Francisco 
Fiscal Officer 
Pier 1, The Embarcadero 
!:>a,, r-,anc;s.:;c, CA '.)4111 

Laguna Honda Hospital 
Chief Financial Officer 
375 Laguna Honda Blvd. 
San Francisco, CA 94116 

Health Service System 
1145 Market Street Suite 200 
San Francisco, CA 94103 

San Francisco Employees' 
Retirement System 
Executive Director 
30 Van Ness Avenue. Suite 3000 
San Francisco, CA 94102 

Component Unit Flnancla! Statement 

San Francisco Redevelopment Agency 
One South Van Ness Avenue, 511

' Floor 
San Francisco, CA 94103 

Blended Component Units Financial Statements 

San Francisco County Transportation Authority 
Deputy Di!ector for Administration and Finance 
100 Van Ness Avenue, 26'" Floor 
Snn Frnnc1sco, CA 94102 

San Francisco Finance Corporation 
Mayor's Office of Public finance 
City Hall, Room 336 
1 Dr. Carlton B Goodlett Place 
San Francisco. CA 94102 

WWW.SFGOV.ORG 
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Basic Financial Statements 
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CITY AND COUNTY OF SAN FRANCISCO 

Statement of Net Assets 

ASSETS 

Current ass.its 
Der,osn, anti '"'"s!mer,ts w11h Clly TmaMII)' 
Oepo.ats11nd '""n,tmer>I~ oulskle Ctty T,e,m,ry __ 
f<.e<:e,vables tnet of J'lowanre fn< or11:0He<:~ble amounts 

ol ~84.334 >,;,< the pnmar,, govecr•11e,rt) 
Prooerty taxes a<i<l pena•t,~s 

Olhe< •ocal ts~es 

~adeal and side gran1s Md su~V-Onhoos 

Cha,ges to, serv,~s 

lnle•esl and olhe• 

loans re,;e,va~la 
Cap,r,,I ,~,Tse re,;ec;able fr()ft'I primary gow,rn"'ent .. 
o~e h>M wmwnest ~rnt 

lr~m,mes 
DeJw,ffi e~argos aoo e>tN•< as1181S 
Restrcle~ assets 

Do1m,1s a1d ,nvestmen1s with C,ty Treasu,y .. 

Oopowls a~d 'lwesiments outside C ty Tma~~,y 
Grao\s aM O!her recelvab es 

Total current asset~--
Noncuneril assets: 

LOUP$ <Pr.arvatJle (net ol allowa'lte lot uPeollm,nhle 

amounts of $3!!J,869 and 5158, 16& to, !he D<•tm'Y 
gowmtr•enl an!! component units, ,e:;p(!tti,ety) _ 

Advaace to component unll. 
Capital lease recewable from p;ima')' goVilmme~! 
rld.,rnd cN!rgl'!S and ottter assels 

Res!cdcd assets 
Deposits aolt 111ves1menls with C,ty Treaswy 
Oeposit~ am;t 111vas!menls ou!sidc C1y r,.,,..,,,,. 
{',raots 11n<J other rcre,~al'es 

Property held for resale 
C.,p,lalasM!S. 

Lane aml other asse1~ r,ol b,:ung dap,oc,ated __ . 

rar.11ties, hlr11stniciu·e, and cqu,pm.snt, net ,if 
deo'ccia1t0n 
T Olal ~ap,ta! ~SS<'I~ 
Tolal oor,c~rren! asse1s 

T<Jlal;>Sst1S 

June 30, 2006 

(In Thousands) 

PMmary~""'""'"! 

Bu~in<>•~· 
GOV!lrmnootal '"" ~vil,n fillM!iU ~ 

$ 1,!,11,()35 • 681.9lS S 2J93,671 

48,$85 9,756 58,643 

4/.586 42,Sll6 

168.457 16!1,457 

154,005 57,707 211.793 

22,194 194 !I(){! 216,994 

15,132 43J67 59,919 

7,025 m 7,157 

'"' '"' 530:,1 53,W:1 

10.423 3531 1J.llS4 

54.218 "4,218 
45.300 45,306 

1,9112 500 

6(,016 '" 67.471 

4,0?4 4 024 

'9,887 72,6:J? 92519 

617,925 617.925 

265,093 265.093 
61,61[) 61.670 

504,527 1,208,415 1.712.962 

-2,!!Q~~ 7,320,619 

2,674862 ~~.52\1,054 
2.765 789 9,546,82~ 

~2:~8295 $ _12,~~1_.1190 

Tre notes 10 thefinaicml statemenlsa<e "" ,ntegral ;,art "f !hi~ :;taten>e"1. 

" 

S,m F',anc!sco 
R .. oov .. k>pment 

Component Unl~s ·-
TrMsuro 

ls.land 
Dewlopm~ni 

fill!!.l£X ~ 

1,268 

169.046 

7,641 

" 14.450 

78,413 

~ 
770,778 ~? 

10,455 

115.635 
9.565 

20.707 

15,98!\ 

119.oor, 

~ 
(O:,nflnued) 
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CITY AND COUNTY OF SAN FRANCISCO 

Balance Sheet 
Governmental Funds 

June 30, 2006 
(with comparative financial Information as of June 30, 2005) 

ASSETS 
tlepos1sand inws1menls wi!h City Tmasury_ 
Depc,s·tsand ill'llf!slmenlt. oulskl" City Treasury 
Ree(!htables: 

Pmpartytaxe-s and penatlles ... 
U!her local taxes 
Federol m"ld state granls ar>d 511twenrions 
Charges fer oorvic<ls 
l!lleres!arld other ... 

Due florn cther fonds 
Due from component unit .• 
Loans raeeh<able (net of altowarica for uncollact,bla 

amount ol $383.669 in 2006. $165 336 in 2005) 
Deterred charges and other assets 

Total assets 

LIABILITIES AND FUND BALANCES 

Bonds, k>Bm,, capit..lkiase,, imd o!hor payablo,;.,, 

Total liabilities". 

fuM ba!af\Cfts 
Reseived for rainy d.Jy,. 
Res,,,ved for asoo!s ootav11H11ble for appropriation .. 
Rete!Wld !or debt service __ 
Reserved fOf encumbranees 
Reserved fOf appropoialkm caqyforward 
R"!erved for sutisequentyears' budgets 
Unre~cr.1:d (defictt), roported III 

General fund .. 
Special ravenue funds ... 
Cap;tal projec1 funds 
Permanent fund 

Total fond balances .•. 

Total 1;a1»11~es and fund balances 

(In Thousands) 

G~11tal """' G,:,vMnmental 
Tot.II 

Go.,....nmenla! 
Fun di 

~~ ~~ -2006 ------:zoos 
Fund Funds 

$ 443, I02 $ 314,607 $ 1,l'.lEI0.1191 S 1115,547 S 1,503,993 $ 1,230,154 
1,46~ '" 22,287 45,745 ?J.152 46.100 

34,157 :?fl,141 8.429 S.890 42.5$6 33,031 
154,506 l48,f44 13,%2 12.788 •68.451 161.532 
63,843 61.412 00,243 89,559 '54.086 150,971 
H,117 7,416 5,077 6.832 22.194 14.248 
l:i.184 4.406 9,035 J.726 15.219 8.132 

30,659 29.743 3.000 12.JOJ 34.819 42.046 

'·"' 2.416 '" '" 4.806 3.375 

1,174 14.()41 241.728 74.041 242.902 

----1.,ill. ~ ~ _.!2ZQ ~~ 
$ 762323 ~ $1,290,602 $ ! 337,647 ~~ 

84J10 $ 8.2,524 $ 88,151 $ 53.335 $ 112.!161 $ 135.659 
51,792 39,729 10.982 a.a12 62,774 46.541 
33.473 26,860 30,442 19,371 63.91~ ~6.251 

'" 1.es:r 61.964 77,614 62,785 79,471 

" " 130,251 144,541 94,755 267,899 22!>,006 412,440 

------ ---- 150 000 150,000 150,000 ___ !50,99Q 

~~ 436,294 -2!.,.!ill. _J;l:~;!i!. 812.602 

121.1116 48.1~9 121,976 4!U39 
10.710 9,031 20,202 17,6B3 30.912 ?6.714 

5?, ... 29 45,540 57.429 45.540 
31l,159 57 ,752 423.120 97.920 461.279 155.682 

124,009 36.100 294.340 549,571 416,349 585.769 
27A51 22,151 8,0lM 0,004 35,455 30,355 

136.!171 134,199 138.971 134,199 
35.243 30,809 35)43 30.809 
13,662 7.193 13562 7,193 

____ 2__,3Q! ~ ~ _1.:ill. 
461,276 307,680 854,:Ml~ '.??,576 _1,3_12,584 __!,068,.?f~ 

~~ $1.290,602 S 1.337.6'17 $ 2,05?,925 $ 1,940,1156 

The noles ta the finant::Jal state!ll<lnts are an integral part of1hb staterne"1 

" 

City and County of San Francisco 
Reconciliation of the Governmental Funds Balance Sheet 

to the Statement of Net Assets 
June 30, 2006 

(In Thousands) 

Fund balances - total governmental funds 

Amounts reported for governmental aciivilics in the statement of net assets are different 
because· 

Capital assets used in governmental activities are not financial resources and, 
therefore, are not reported in the funds. 

Bond issue costs are nn1 financial resources and, lherefore, are not reported in 
!he funds. 

Long-term liabilities, including bonds payable, are not due and oayable in the 
current penod and therefore are not reported 1n the funds. 

Interest on long-term debt is not accrued in the funds, but rathr!r is recognized as 
an expenditure when due. 

Because the focus of governmental fu1ds is on short-term fmancing, some assets 
will nol be available to pay for current period expenditures. Those assets are 
offset by deferred revenue in !he funds. 

Internal service funds are used by management lo charge the costs of capital lease 
financing, fleet management, printing and ma:ling services. and information 
systems to individual funds. The assets and liabilities of internal service 
funds are included in governmental activities in the statement of net assets. 

Net assets of governmental activities 

The notes to the financial statements are an integral part of U1is statement 
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$ 1,315,584 

2,670,387 

14,338 

(2,1()1,461) 

(6,459) 

164,015 

__ ___@21,786) 

$ 1,794,618 



CITY AND COUNTY OF SAN FRANCISCO 

Statement of Revenues, Expenditures and Changes 
In Fund Balances 

Governmental Funds 

Year ended June 30, 2006 
(with comparative financial information for year ended June 30, 2005} 

(In Thousands} 
fot•I Ottm 

Gttn•ral Go...em......,tat Government.ii 
Funds 

~ 2005 

Re,w,ues 
PrQl)erty!aYU )' {l\~,j(IJ )' 705,&4; ' 224,348 $ 212,C~ s :.ooe.~51 • !118,645 

9us111ess 1,wes ... 322,41'.17 292,172 "' "' ~23.153 292,763 

01her IOcal taxes 480,5()! 4?8,744 115.Hi3 11)9.841 595.66-l 538.085 

Loc.em,es, perrnl11, and ffar>chi~es. 20.825 19.427 e.837 e.s1s 27.662 25.942 

Fines. forleilures and p<!!llllltte!< . 10,195 9.536 4,254 2,973 14.449 12.509 

Interest and Investment rncome 22.496 6.374 47,550 19.894 70.046 2a.wa 
Rents and c,:iru;esslMs 20.007 20.458 32,419 28.982 52.416 49,450 

i.,;,,,-~ ............ ;. 
Federal 182.446 165,739 168.537 183,025 '.350.005 348,764 

Stale 400,167 438.697 15607 84.240 565 989 522.937 

o"" . " 23.600 23.500 25,783 

Charge,;1orS&rn::fi 126.4:"13 115.812 137.561 763,9\,4 ?41,150 

01~ ... 15,037 12.277 46.528 61,565 57.48! 

T otai ft!WlnYIIS ~473,839 2.2 ~6,7:~ !l~J,!45 _).357.584 _]:,r!57.38:i" 

fapendittmis: 
Current: 

PuMc pro!achon 139,(70 697,450 47.926 41.044 787.398 738.494 

Public wtl!1<s. tram;porta1,on and commer<:<! .. 46,448 60,628 278,721 135.268 274.669 195.896 

Human weltaftl and OO'ghbomood do!twlopment 574,516 500.67,4 112.566 141,025 697.102 644.899 

Commun,ty heaflh 377,226 413.110 ~.515 87,940 471.!41 501,050 

Cullure and ,ecrea'jon. 80,516 S?.023 176,4$3 1S1.999 256.9{9 239.022 

General adminislrnbon aml ~%Inc,) 146,567 120,40() 14,!128 U,118 161.195 135,118 

General Cty responsibi•itte$ 53.005 62,185 "' '" 53.783 62,799 

Deb!S<tr¥1W 
Pr,nc1pal re!iremerol 86,970 80,306 86,970 80.306 

Interest and fiswl chargss 15.975 61.524 75,915 61,524 

Bond ,s~uance c~m 1.933 4.842 1,933 4,842 

Capitaloul!ay 
1.%1.608 _1,l!~1iIP. 

153493 ~ ~ 130,224 

folal mp,,00i:l,fe1,, 1,053.410 ~ _3,~1.2~~ 2,794,174 

f.J<cess {Ce~ncr) or rmf!!CTue5 over e~peMitures ~~ _272,124 j169.665) ~SJ . 336 366 ~~99 

Other rmancing soui,;:es {uses) 
!r:insfers 1n 62.431 152,21111 162.092 119.265 Z?4.523 211,553 

!,anshm,out (420,11116) 1330,730) (135.069} (183.193) (555,155) (513.423) 

Issuance of bQmk and loar,,; 
Face valuo of bonds ,ss"&d 2rn,120 346,225 2111.no 346,225 

Face value ofloarn; issoed S,359 5-00 5.359 ,00 

Prem1mo on ismianCll: of bonds 10.233 11,969 10.233 11,989 

Payment to refunded band 11serow agent . (38,913) (38.911) 

Ott,er~nar,dng soorras-capital ~nz,;.e ~ -~3.003 _..!.:£2 6,~~ 

To1al Oltier financ,nQ sour,;,:,s (uses) . .J~d,},~ \17~~?2) ...........157,352 _l89.n!IJ -~ 
Nut C'lange in fund t,alarict'os 153,596 9?,21~ 253,437 ?47,328 350,662 

f'und balances al !>eg,n'ling ol year _.'.IO_l.680 210,435 so1, 139 ---1.008.256 11 r.s74 

Fund l,alancee al 6"<1 of yea, .. ~ ~ $ 76D,576 ~ ~ 

The notes to !he financial statements are Jn integral part ofth1a statement 

" 

City and County of San Francisco 
Reconciliation of the Statement of Revenues, 

Expenditures, and Changes in Fund Balances of Governmental Funds 
to the Statement of Activities 

Year ended June 30, 2006 

{In Thousands) 

Net cilar,ge rn fund balances - tolal governmental funds 

Am,:,ur>~ '"f>0'1M fry govemrne11la! e1ctivities n !he statement of aclwities are 1Hferent because: 

Govemme<1tal funds report CllP tal oulloys as expe<1ditu,es. However, in the ~tatement of activities 
t~e cost of those assets Is allocated over their estimated useful lives and rapon:ad ;:is deorociation 
expense This is the amount by which capftal outlays exceeded deprccia1ioo 1n the curnml period plus 
,:,,;p;t.,: wr.tr,bulk,n cf ar. as3el to the C:ty. 

Some expenses reported ,n Um statement of ar;;t1v,1i..,, do nol require the use of current financial 

resources and therefore aie 'Jot reix,rted as exrendit\mis ·n governmental funr;ls. This s tbe ammml by 
which the decrease ITT certain liabilities reported in the Malemenl of net assets of the prevloliS year 
exceeded expenses repOOed in lhe stalemen! of activities that do not requ•re tne use of cumen1 financial 

resources 

Property lax revenues in the statement of activities th;it do no! provide current tinaflClal resources 

are not reported as revenues In the funds. 

Some othm revenues that do not provide CU"Tent financ:al resources are not repo'ted as revenue.s 
*"' !he governmental funds but are recoi:;mzed 1<1 the slateme1! oi activitoes 

Govemmertal furids report experd1t~•6S perta,n,ng to the eslablrnhrnent of ce"lain deferred c.e<.Ms 
rnlated to long·term lmns made. These deferred credits are no1 reported on the statement ol net assets 
and. Uiereforo. !he cones;m,uJmg expensa is <1ot reported or> u,e statement of act1vites 

Li;ase payments on the Moscone Convention Center (including bolh principal and interest) are rePQr.ed 
as e,pr:nd1turos 1r1 the governmental lunds w'ler paid. For the City as a whole. 11ov.-eve', the principal 
portion of the payments serve lo reduce !he lh;bi!ity in the statement of net asse!s. This is the amo1mt ol 
property rent payments expended in tile governmental lunds that were reclassified as cap,tal lease 
pnnc,pa! and ,rteresl payments in the current per-Od 

Bond issue r.osts ;:ire reported in thfl governriental funds when paid, a'ld a"ll capilal.zod and amortized 
in the statement of activibes, This is the arr-0unt by which current year bond issue costs exooed 
a<T10rt17alion expense In the current period 

Tte issuance of bng·lerm debt "nd capita! leases provides cu,rer11 financi,:i! resources to governmental 
funds. while the repayment of the principal of lo<1g-term debt ancl capital leases coasume th.i current 
financial resources of govemrnnntal funds. These trarsactions. however, '><ive no effect 01 net assets, 
This is the a'T!ount by wh1rr1 bond and other debt proccejs e:>:ceeded prmc•pal retirement in the currool 

period 

Bond premiuws a<1d d,scoun!s are expe<1ded iri the go'<1lrnmo11tal funds wl">en ttie bands are issued, and 
a,e capitalized and aMO!'tized in 1he staleme~t of net assets. This is \M an1oun\ of bond premiums 

capitaliwd during the current period 

1n1enst expense in the $lale'T,erlt of activities ditter.s from the arnounl reporter! m the go~mmental funds 
beca"se of adc!,!ional accrued and accreted interest. amortization of bond discounts, premiums and 
refund,ng losses. and change m tho accrual ot arbitrage liabi,ities. 

n-.. ""'t rPvPnu.,s of :ertam act1vi!ies of inter1a1 5erv,w funds is reDQflOO with q:,ve,nmen1a1 act1v1:,es 

C·1,:inge in net assets ol governmen!?.1 adivities 

Tne notes to tho f1nancbl skl'.ernents are ar h!egral part or t11is statement 

3<J 

24(.328 

302,516 

19,C~ 

8.069 

1.202 

(156,332) 

18,915 

1.138 

{1J7,5J9) 

(10,233) 

!10,748] 

~.~32 

$ 293,535 



CITY AND COUNTY OF SAN FRANCISCO 

Budgetary Comparison Statement - General Fund 

Year ended June 30, 2006 

(In Thousands) 

Aciu•I 
Otig!nal Final Budgetary 
Budpet Budget ~ 

811<1get.ary fund balan<:•, July 1 • 120,483 • !24,724 $ 324,724 

Resourtff (Inflows): 
ProJ)N'1y hl<as 596,660 696.660 782,690 

Busiflftss tm<&s .. 288,320 286,320 3.<'2.~07 

Other local ta~e& 
Salos lax. 102.780 102.780 103,074 

Hotel mom 1.a,,, 121.462 121,452 130,624 

Utiltty u,;era tax. 70,920 ro,920 76,444 

Pa,king 1ax. 33,120 :13,120 36,165 

Raal Properly Tranr.fflr Tax .. 83,000 83,000 131.2/9 

$1a,:J;um Op<.>ratm Admission T ID: ••• 2,430 2,430 2,716 

Uconses, permrts, 3nd fraoch&es 

Liconso~ and pcrm~s 6,705 6,705 7,088 

Fr.:,m:Mse tm< .. 12.423 12,423 13.73? 

Firms. lmfeitures. and p<3na'hes 11,475 11,47$ 10.195 

lnlerest and lnvelllmoo! iriaome ti,307 11.393 30,953 

Rents and wncess.:ms· 
Garage~ - Retn1ation and Parl< 7.926 7.925 9,207 

Rents and coocouloos - Recreation and Park 9.900 9,979 9,082 

Other rents and coocessloos 1.619 1,619 1.118 
lnuvgcwernmental 

r edem! iubven1iolls 
Health and ~oclal seMc,i sutwentions 197,359 184.911 1n,ao4 

OtJ,er grants and subvenlk>11s .. '·"" 8,596 4,644 

Slah, subvilntions. 

Socia: service subventions &l.61? 97,1,'{I 113,184 

Healltilmental he~llh subvan!ions 105.064 105,646 100,900 

Heattt, alld Wf!llar" ,n~Ognm8n1 158,447 158,447 157,921 

P.ablk $ahlly sales tax. 70,000 70.000 69,344 

Molor vehicle ln·l")U :JS,%0 36,660 35,764 

Oiiier grants all\l subventions 19,406 24.568 33,393 

Charges lot ser.ices 
Oftneml govemmeflt $ervice cilargei .. 47,031 47,096 39,161 

Public salety service oharg,,s 21,607 21,807 24,908 

Recroohan charges· Recreahon and Pa~ .. 5,798 5,798 6,776 

MeoiCel, MediCere and OOatth seNice charges 56,548 56,272 55.588 

Ollie, finandng ~UVl(;es: 
rransfen! liom ntherfunds 107,570 108,902 57.965 

Procee<.ls from ;ssuarico of bonds and foaM "' '" Other resoon::e~ (inflQwG) ____ 1~ ... ~ ___ ___!_3_.090 ~ 
Total amount~ av.~dable lo, appwpriali6n ~1~ $ 2.724,300 $2.857,'.!36 

The nole:; lo 11,e ~nanc1al statements am an inOOgral paf1 of this statement 

" 

Varlanc• 

POllltlYO 

~ 

86,030 
3-4,087 

"' 9,362 
5,524 
3,045 

48,279 

'" 
"' 1,314 

(1 280) 
19.560 

1,281 

(897) 

" 
(7,107) 
(3,952) 

(3,936) 

(4.746) 
(526) 

(656) 

{S96J 
6,825 

{7,935) 
3,301 

9(6 

(68,,\) 

150.937) 
(597} 

~ 
$ 133,030 

(Conlmwd) 

CITY AND COUNTY OF SAN FRANCISCO 

Budgetary Comparison Statement ~ General Fund (Continued) 

Year ended June 30, 2006 

(In Thousands) 

Actual 
Orlglnal Final Budgetary 

~!_l_,;I~! """"' ~ 
ChargH to 1pproprl1tlons (outflows): 

Public PrP!action 

Ad01jni•lfahve Services Animal Cam and Cwtrol ' 3.2"4 ' 3,258 ' 3,236 ' Adnjnis!,ahve Services Medic.111 Examiner 4,383 4.409 4.317 
Ad~« Probal;on 9,812 Sl,915 9.915 
O,s!nclAltQ<'1<lY 25 500 26,521 26,521 
F,m Depa~ment 203 696 203,947 203,359 
Juv~"'le P,oba1'0n 33,010 31.346 3',120 

Pnlice Oepar101e"I 271,485 285,977 285,976 
Publ,c Dcfanda,. 18.0ZB 18,813 18,813 
Sli,mff 131,256 127,527 127,481 

f<ial Courts 32.341 32.245 32.202 
Public ,Norks. Ttansport.>lion and Commerce 

Board ol Appeal~ 539 535 '" B"siness and F r.onomic Development 4.539 2.?03 ?.110 
Clean Waler "' ,~ 157 
Dopartment 01 Public woras :l3.'60 3-1.189 J4, Hl9 

tmergency Communic;,nons. 4.231 5.409 5,334 

Parking and Traffoc eomm;scion ... " " Public Utittlie$ Commn!sbn " ' Telecommun;cai,ons and lnformaUon Services 7,311 4,084 4,083 
Hu,nan We~are am! Nejghlmmood l:W~e~4,ment 

Ch•ldrer. Youth and The,r F:m,mes 13,JIJ6 12,168 1'.,986 

Commission on !hi! Slatus ot Women 2,3(14 2.438 2,380 

Co!.lflty Educa1ion Olfice ... " " " Environment "' 1,125 ·.067 
Human Rights Commklslon 1,014 1,309 •,308 

Human Services 5:35,540 531,204 507,101 
Mayor • Housing and Ne,ghborhood '"" ,oo 

Co11munity Hea1n1 
P11bl1e Health Operation$ .. 350,6(10 372,284 346,277 
St.ill! Funding Maleh Requirmen1s .. 1)2.000 81.432 30.949 

Cu,ture arw Racr,:,ation 
Academy pf Sciences 1.102 1.102 1,702 

Art Commission ... 5.&22 6,039 6,039 
As;an Art Museum 6,298 6,115 6,115 
r,rie Ans Museum 8,834 B.512 8,373 
I awl ilmuy '" "' '" Recrea1ioo and Pd~ (',-0mn,;~s;or, 72,045 SS,125 57.762 

Ge•1e,al Admm,slral•on and l',nance 
A<lm1nlstrat;ve Ser'liccs 31,1?9 25,517 75.226 
Assessm/Recorde, 10,01!> Y,218 9,049 
Bo;,·d of Supervisms 9,409 9,631 9.1515 

The nO!f!s 10 !he fir·o:mcllll statements are an h\tegral par1oofthis sta10m111nl 

" 

Vwlanc1> 

Positllle 

(Neg,,llv•) 

" " 

'" "' 

" " 
" " 
" " 

"' " 
f,8 

24,103 

:&,007 
50,481 

'°' '" 
"' 
"' 
"' " (CO,,finufcd) 



CITY AND COUNTY OF SAN FRANCISCO 

Budgetary Comparison Statement~ General Fund (Continued) 

Year ended June 30, 2006 

CrtyA!!orooy 
ClfyPIMn,ng 
Civil &!Nice 
Controller 
Flec11001s 

H"man Resour= 
M:.yo< .. 
Re!,;emer,! S,,N,cas 

rroosu,arif a,; Callecto, 

Gene<J! Crty Re"l)Ollsiblh!ias 

Ger=I c,1y Reepo 0 s!bllHieL. 
Olller r,narn:lng u,es 

Transters to o1her ru~ds 
Budgetary reserves and designa!K)ns 

T Ola! cila<9as lo appropriatkios ... 

Total Sources less CUffNII y..,., Uses 

(In Thousands) 

Orlglnal 

~.!!~ 

Final -6 913 10,857 
n.an 15,927 

"" '" ~1.-12/ 1!1.l!M 
11.001 11,861 

1.:,82 1,389 

"" 12.757 9.861 
s.202 s.ssa 

4J6 242 
u. ,o2 ~0.0:;; 

53,684 53 601 

390,5J1 436.092 

~ ..............Z.?J2 
2,s13,193 ___ 2..,s:n.sn 

__ 1Jfi.??4 
60.977 

At;lllil! 

Budgetary 

~ 

Varl;mct 

POSlti'le 
(N"Slallv•) 

10,643 14 
15,332 545 

<00 " 
18,850 1G 
11,861 

1,2$6 103 

9,695 166 
6,619 19 

"' i8.771 :G4 

52.849 752 

415.936 20.156 
---- __ _lll!1. 

2,379 335 . -1~ 
478001 ~ 

(60977) Budgetary Reserves Cilmed ln!o Sll!Mlequent Year 

New D,,r,o~its Into Ro>iny Oay Reserves In Curren! Year 

Econom,c S!abiliza!Km A<:count.. 49.712 (49.772) 
One-Time Spending Account New Oepo,lts 

eu11ge1ary fund bal<ln«:, June 30 

_ 2~.886 ~ 

_, --- $ '.l'.12.419 S 4711 001 $ 145.582 

Explanatlon of dlfktren,;e, ~twHn budgetaty onflawa and <>1.1tllows, and GA.AP revenues and expenditures: 

SGu,cesl.nlloY,,; o! resources 
Ac:'ual amounts (tlt>ttg,,t,,,y bll!l1") •availabl& fo<eppropriallon" 
Difference - b~! IG GAAP 

It., fund balance at the beginning of the year is a budg~tary resoun:e but is not 
a current year rnvenue for financial reporting pul1)0!le11 

Property 1a~ rn~enue • TOl!lle, Pia"" 
Ur1rea~.:ed loss or, lrwestme,,1 

Interest eaming'31ehargM Imm o1h1tr fum!s asslgne<l to Ge<ier.il Fund being reclass,lloo 
n1erest eamings Imm agencytui><!s reclassified ~Somer ~venues 
G<an! re-,enue ac,:;rued on a GMP bas,$ on prior ~ar and reca;,,ed ,n c.umml ~ .. a, . 
Transfe'S from otherlunds are lnl'lom; ol b~dge!ary fflSllu,;es but a,., not 

revenues ror tinancoal ,._.porting purposes . 

Tota' revem;e$ ;l.$ •eported 0!'1 IM ttatemenl ofrave11Uo,;., e,P')'l<.lituras. and ch;mg~ 
,n luwj balar.:..i. govormr,ental ll!Ms 

Uwsloutflowl; of resou,..,.., 

Actua< amount.. (h<illge!ary bas;sJ "total cl'large~ lo approprlatioris" 
D;!l"erar>C$ - titxlget to GAAi' 

'.'.;,op1lal nsset purcha,:,,,s funded under c:ap,tal Je~es 
wrtt, Frmmce Corpo;all<m 

!\dvanee and Qther prepaid IHS and ei<pend1tures ... 

T•ansfors to o!"!<lr 'urorls a,,. outttClWS of bud99lary resoun:es but are oot 
e•pendituros for financial reportir,g purposes .. 

Tot:,, ,.,penctitures as reported on lM s!alf!men1 ol re~enu..,., e,r;:,endllllres, and changes 

$2,657,336 

{'.ll?-4,724) 

"' ""' (1,672) 
7,356 
(319) 

~ 

S2.4738l9 

S2.37ll,335 

4,4;>4 

115) 

..J,i'!.,5,9~6) 

,n fund t,;,IJnces • govemn,enla1 l1,nds. Sl.967 808 

noc r.ole$ lo !he limmc,a1 statements am an integral perl or this slalement 
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CITY AND COUNTY OF SAN FRANCISCO 
Statement of Revenues, Expenses, and Changes In Fund Net Assets 

Proprietary Funds 
Year ended June 30, 2006 

(with comparative financial information for year ended June 30, 2005) 
(In Thousands) 
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CITY AND COUNTY OF SAN FRANCISCO 

Statement of Changes in Fiduciary Net Assets 

Fiduciary Funds 

Year ended June 30, 2006 

(In Thousands) 

AdditiOfl!I 

Pension 

and Other 
Emp)QyH 

B•nef\t Trust 
Funds 

t'mployees' ccntri!:>uliOl'S... $ 233.228 

Employer ccnlnbuti<rne 531,240 

Total cont,,bul,ons 764,468 
lnVi!Stment Income· 

l~'.cr:c:;!. 71rl oos 
n;v;dends 144.493 
Net 1n;:rease ,n /air value of in.,..s1menls 1.337,743 
Securities leNling Income 77 .358 
FDted co1.:pon dollar reve,Je repu,chase agreoment income 

Total h•estment ;r,come .. 
Lese ,me1;tmef'texperwes: 

Securi!les k<•,dng borrow.,, rebates and e><penees.. (67.909) 

F"ed coupon dollar reverse ,ep,;rchase fin.ance ci'!arges and e~pm,aes 15,372) 

O!he< expense-a... __ j40,785) 
Total ,nvestment expen!les ... 

Total addtions, ooL 

O&luctions: 
8en~fit payments 

Re1umls of contl'it>utions 

Ad""'•~lra~·- ,,,penses .. 

Total deduci,m,s. 
C~ange In .,..1 :a~sets 

Net a$~1$ a! beg,rmJwJ of year. 
Net assets a! end of year 

(114,,n,:,) 
2,445,468 

1.067,953 
6,719 

11222 
1,067,B'l4 
1,357,574 

13,161.988 
~53R562 

The notes 10 !he Anancial statements are an 1nteg,al part of this statement. 

" 

Investment 
Trust 

f~ 

__±_~7?:c~!!I! 
~ 

,s 894 

·-,~·~!1! 

~ 

7,361.075 

~ 
226,957 

320,485 
547.442 

(1) 

CITY ANO COUNTY OF SAN FRANCISCO 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2006 

THE FINANCIAL REPORTING ENTITY 

San Francisco is a city and county chartered by the Slate of Caiirornia and as such ca11 exercise the 
powers as both a city and a county under state law. As required by generally accepteC accounhng 
principles, the accompanying financial statements present the City and County of San Fraricisco (the City 
or primary government) and its component units. The component units d'scussed bclnw are included in 
the City's reporting enfly becaus,;: vf lilt! ,;ig1,ific..:;,-ice ot their operations or financial reln!ionshi;,s with !he 
City. 

As a government agency, the City is exempt from both federal income taxes and California State 
franchise taxes. 

Blended Component Unfts 

Foilowing ls a description of those legally separate component units for which the City is financially 
accountable that are blended with lhe primary government because of their individual governance or 
f,,-,onda: <B:a:iv:-::;~.:p:; to the City. 

San Francisco County Transportation Authority (The Authority) - The voters of the City created the 
Authority in 1989 to impose a voter-approved sales and use tax of one-!-1alf of one percent, for a period 
not to exceed 20 years. to fund essenlial traffic and transportation projects. A board consisting of the 
eleven members of the City's Board of Supervisors serving ex officio governs the Authority. The Authority 
is reported tn a special revenue fund in the City's basic financial statements. Financial statements for the 
Authority can be obtained from their finance and administrative offices a! 100 Van Ness Avenue, 26"' 
Floor, San Francisco, CA 94102. 

San Francisco City and County Finance Corporation (The Finance Corporation} - The Finance 
Corporation was created in 1990 by a vote of the eleclorale lo allow the City lo lease-purc'"lase S20 
million (plus 5% per year growth) of equipment using tax-exempt obligations. Although legally separate 
from the City, the Finance Corporation is reported as if it were part of the primary government because its 
sole purpose is to provide !ease financing to the City. The Finance Corporation is governed by a three
mcmber board of directors approved by the Mayor and !he Board of Supervisors. The Finance 
Corporation is reported as an internal service fund. Financial statements for the Finance Corpora!ion can 
be obtained from lheir adm;nistrative offices at c;ty Hall. Roorn 336, 1 Dr. Carlton 8. Goodlett Place. San 
Francisco, CA 94102. 

San Francisco Parking Authority (The Park.Ing Authority) - The Parking Authority was created in October 
1949 to provide services exclusively to lhe Ci!y. In accordance with Proposition D authorized by ttie 
City's electorate in Novembei 1988, a City Charter amendment created the Parking and Traftic 
Commission (DPT) The DPT consists of five commissioners appointed by the mayor. Upon creation of 
the DPT, the responsibility to oversee the C1'ty's off-street parking operations was transferred from the 
Parking Authority lo the DPT. The staff and fiscal operations of tho Parking Authority were also 
incorporated in!o the DPT. Beginning on July 1, 2002, the responsibility for overseeing the operations of 
\he DPT became lhe responsibility of the Municipal Transportation Agency (MTA) pursuant to Proposition 
E which was passed by the voters in November 1999. Separate financial statements are not prepared for 
the rark;ng Authority. Further inforl"mtion about the Parking Authority can be obtained from the MTA 
administrative offices at 1 South Van Ness Avenue,?'" Floor. San Francisco, CA 94102. 

Discretely PresfJnted Component Unirs 

San Francisco Redevelopment Agency (The Agency) - The Agency is a public bOdy, corpnrnlc nnd 
poli!ic, orQamzed and existing under the Cnmmunity Rcdeveloprnerit Law of the State of California 
Seven commissioners who are appointed by the Mayor, subiect to confirmation by the City's Board of 
Supervisors. govern it. The Agency has adopted as its mission the creation of affordable housing and 
economic development opportunities Citywide Included m its financiai data are the accounis of 1he San 
Francisco Redevelopment Financing Authority (SFRFA), a bl""nded component unit of the Agency. The 
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CITY ANO COUNTY OF SAN FRANCISCO 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2006 

SFRFA ts a separate join!apowers authority formed between the Agency and the City to facilitate the long~ 
term financing of Agency activities. The Agency"s governing commission seives as the Board of Directors 
of the SFRFA. 

In May 2002, the Public ln1tiallves Development Corporation (PIDC) was formed to develop affordable 
housing on the Agency's t>et'lalf. P\DC Is reported as a blended component unit of the Agency, due to the 
Bomd of PlDC being comprised of managemenl of the Agency and other appointed individuals. Future 
funding will be dependent on the Agency and as such, PIDC is reported as a blended component unit of 
the Agency. 

The Agency's governing body is not substantively the same as that of the City, and the Agency doPs not 
provide services entirely or almost entirely to the City. The Agency is reported in a separate column to 
emphasize that it is legally separate from the City. The Cily is financially accountable for the Agency 
through !he appointment of the Agency's Board and the ability of the City to approve the Agency's budget 
Disclosures related lo the Agency, where significant, are identified separately throughout these notes. 
Complete financial stalemcnts can be obtained from the Agency's finance department, 1 South Van Ness 
Avenue, San Francisco, CA 94103. 

Treasure ls/and Development Authority (T/DA) ~ The TIDA Is a nonprofit public benefit corporation. The 
TIDA was aulhorized in accordance with the Treasure Island Conversion Act of 1997 and designated as a 
redevelopment agent.)' pursuant lo Community Redevelopment Law of the Sta!e of California, Seven 
commissioners who are appointed by the Mayor, subject to confirmation by the City's Board of 
Supervisors, govern the TIOA. The specific purpose of the TIDA is to promote the planning, 
redevelopment, reconstruction, rehabilitation, reuse, and conversion of the property known as Naval 
Station Treasure Island for the public interest, convenience, welfare, and common benefit of the 
int1ab1tants of !he City. The TIDA has adopled as its mission the creation of affordable housing and 
eCO!lomic development opportunities on Treasure Island. 

The TIDA's governing body is not svbstantively the same as that of lhe City and does not provide 
services entirely or almost entirely to the City. The llDA is reported in a separate column to emphasize 
that ii is legally separate from the City. The City is financially accountable for the TIOA through the 
appointment of the TIDA's Board and the ability of the City to approve the TIDA's budget. Disclosures 
related to the TIDA where significant. are separately iden!ifted throughout these notes. Separate 
financial statements are not prepared for T!DA. Further infomiation about TIDA can be obtained from 
their administrative offices al 410 Palm Avenue, Building 1, Room 223, Treasure Island, San Francisco, 
CA 94130. 

Non-Disclosed Organizations 

There are other governmental agencies lhal provide services within the City. These entities have 
independent governing boards and the City is not financially accountable for them The City's basic 
financial stalements, except for certain cash held by the City as an agenl, do not reflect operations of the 
San Francisco Airport Improvement Corporation, San Francisco Health Authority, San Francisco Housing 
Authority, Privale Industry Council of San Francisco, San Francisco Unified School District and San 
Francisco Community College District. Toe City is represented in two regional agencies, the Say Area 
Rapid Transit District and the Bay Area Air Quality Management District, which are also excluded from the 
City's reporting entity. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(a) Government-wide and fund flnanclal statements 

The government-wide financial statements (i.e., the statement ofne! assets and the stalement of changes 
in net assels) report information on all of lhe non-fiduciary activities of the primary government and its 
component units For the most part, the effect of lnterfund activity has been removed from these 
statements. Governmental activities, which normally are supported by taxes and intergovarnmental 
revenues, are reported separately from business·lype activ•ties which rely, to a significant extent, on fees 
and charges for support likewise, the primary govemmen! is reported separately from certain legally 
separate component units for which the primary government is financially accountable 

The statement of activities demonslrates the degree lo which the direct expenses of a given function or 
segment are offset by program revenues. Direct expenses are lhose that are clearly identifiable with a 
specific function or segment. Program revenues include (1) charges to customers or applicants who 
;:iurchase, use, or direclly benefit from goods, services, or privileges provided by a given function or 
segment and (2) grants and contributions that are restricted to meeting the operational or capital 
0 equirements of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as genera! revenues. 

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary 
funds, even though the latter are excluded from the government-wide financial statements. Major 
individual governmental funds and maior 1nd1vidual enterprise funds afe reported as separate columns in 
the fund financial statements. 

The basic financial statements include certain prior-year summarized comparative information_ This 
information is presented only to facilitate financial analysis. 

(b) Measurement focus, basis of accounting, and financial statement presentation 

The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial 
statements. Agency funds, however, mpor1 only assets and liabilities and cannot be said to have a 
measurement focus Revenues are recorded when earned and e><:penses are recorded when a liability is 
incurred, regardless of the timing of related cast', flows. Property taxes are recognized as revenues fn the 
year for which they are levied. Gmnts and similar items are recogn12ed as revenue as soon as all 
eligibility requiremenls have been met 

Governmental fund financial statements are reported using !he current financial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recogni?ed as soon as they are both 
measurable and available. Revenues aie considered !o be available when they are collectible within the 
current period or soon enough thereafter lo pay liabilities of the current period. The City considers 
property tax revenues lo be available if they are collected within 60 days of the e11d of lhe current fiscal 
period. Al! other revenues tire considered to be available if they are generally collected within 120 days 
of the end of the current fiscal period. ti ls the City's pol!cy lo submit reimbursement and cla!m requests 
for federal and state grant revenues within 30 days of the end of the program cycle and payment is 
generally received within the first or second quarter of the following fiscal year. Expenditures generally 
are recorded when a lirib·Jiiy ls incurred, as under accrual accounting. However, debt sorvice 
expcndilures, as well as expenditures related lo vacation, sick !eave, claims and judgments, are recorded 
only when payment 1s due. 

Property taxes, olher local taxes, grnnls and subventions, licenses, and interest associated with !he 
current fiscal period are all considered susceptible to accrual and so have been recognized as revenues 
of the current fiscal period. A:! other revenue items are considered to be measurable and available only 
when the City receives cash. 
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The City reports the following major govornmon!al fund· 

The General Fund is the City's primary operating fund. It accounts for all financial resources of the 
City except those required to be accounted for in another fund. 

The City repor1s the following major proprietary (enterprise) funds: 

The San Francisco International Airport Fund accounls for the actlvities of the City-owned 
commercial service airport in the San Francisco Bay Area. 

!ne Water Departmeni Fund accounts for the activities uf !he Sari F,ancisco Y..'ate1 Department 
(Waler Department). The Water Department is engaged in the distribulion of waler to the City and 
certain suburban areas. 

The Hetch Hetchy Water and Power Fund accounts lor the :activities of He!ch Helchy Water and 
Power Department (Hetch Hetchy), The department is engaged in the collect1on and conveyance 
cf :::ppm:-(!:n~!e!y S~% 0f !h'.:! C!ty'e wa!~r ewpp!y afld ;,, th<;> G"'n""".o,linn .o,nrl lmrrnmi<;i:;ion of 
e!ectncity. 

The Municipal Transportation Ag9ncy Fund accounts for the activities of the Municipal 
Transportation Agency {MTA). The MTA was established by Proposition E, passed by the City's 
voters 1n November 1999. The MTA includes the San Francisco Municipal Railway (MUNI), San 
Francisco Municipal Railway Improvement Corporation (SFMRIC), and t!ie operations of the 
Department of Parking and Traffic (DPT), which includes the Parking Authority. MUNI was 
established in 1912 and is responsible for the operations of the City's public transportation system 
SFMRIC 1s a nonprofit corporation established to provide capital linanc1a! assistance for the 
modernization of MUNI by acquiring, constructing, and financing improvements to the City's public 
tram;porta!ion system. DPT is respo"lsible for proposing and implementing street and traffic 
changes and oversees the City's off-street parking operations. DPT is a separate department of 
the MTA. The parking garages fund accounted for the activi!ies of various non-profit corporaUons 
formed by the Parkl:.g Authority to provide financial and other assistance to the City to acquire land, 
conslruct faci!fties, and manage various parking facilities. 

The General Hospifal Medie1tl Center Fund accounts for the activities of the San Francisco 
General Hospital Medical Center (SFGH), a City-owned acute care hospital. 

The Wastewater Enterprise Fund (formerly known as the Clean Water Program) was created 
after the San Francisco volars approved a proposition In 1976, authorizing the City to issue $240 
million in bonds for the purpose of acquiring, construction, improving, and financing improvements 
to the City municipal sewage treatment and disposal system 

The Port of San Francisco Fund accounts for !he operatkJn, development, and maintenance of 
seven and one-half miles of waterfront property of the Port of San Francisco (Port). This was 
established in 1969 after ihe San Francisco voters approved a proposition to accept the transfer of 
lhe Harbor or San Francisco from the Stale of California. 

The Laguna Honda Hospital Fund accounls for the activities of Laguna Honda Hospital, the Cily
owned skilled nursing facility which spacializes in serving elderly and disabled residents. 

Additionally, the City reports tho following fund types: 

Tho Permanent Fund accounts for resources !hat are legally restricted to the extent that only 
earnings, not principal, may be used for purposes that support specific programs 

The Internal Service Funds account for the financing of goods or services provided by one City 
department lo another City department on a cost-reimbursement basis Internal Service Funds 
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account for the act1v1t1es of the equipment ma!nlenance servtees, centralized print,ng and 
services, centrah7ed telecommunlcations and mformatlon servitcs. and lease f1nanc1ng through 
finance Corporation. 

The Pension and Other Employee Benefit Trust Funds reflect the activities of the Employees' 
Retirement System and the Health Service System TI1e Retirement System accounts for 
crnµlvyee contributions, City contributions, and the carninflS and profits frorri •1we,::!mB11ts It also 
accounts for the disbursements made for employee retirement benefits, wittidrawals, disability and 
death benefits as well as adm1rnstra!ive expenses. The Health Service System accounts for 
contributions from active and retired employees and surviving spouses. City contributions, and the 
earnings am.I pmfi\5 fmm inv,;strnents. It also aveounts for the disburse!"'!er!s to vari0us he81th 
plans and health care providers for !tie medical expenses of ber1eficiaries. 

The Investment Trust Fund accounts for the external portion of the Treasurer's Office investment 
poot. The funds of the San Francisco Community College District, San Francisco Unified School 
Oistnct, and the Trial Courts are accounted for within the Investment Trust Fund 

The Agency Funds account for the resources held by the City in a custodial capacity on behalf of: 
the State of Cclilorrna, human welfare, community healll' and transportation programs. 

Pr:vate.sector standards of accounting and financial reporting issued prior lo December 1, 1989, 
generally are followed 1n bolt' the government-wide and proprietary fund financial statements to the extent 
that those standards do not conflict with or contradict guidance of the Governmental Accounting 
Standards Board. Governments also ha11e the option of following subsequent private-sector g11idance for 
their business-type activit,es and enterprise funds, subject to this same lirr-itation. Tre City has elected 
not to follow subsequent privala·sector guidance. 

In general, the effect of interfund activity has been eliminated from the government-wide financial 
statements. Exceptions to this rule are charges io other City departments from the Water Departme11t 
and Hatch Hetchy. These charges have not been eliminated tiecause elimination would distort the direct 
costs and program revenues reported 1n the statement of activities. 

Proprietary funds distinguish operating revenues and expenses from nonopcrat1ng 1tems. Operahng 
revenues and expenses generally result from providing services in connection with the fund's principal 
ongoing operalions. The principal operating revenues of the City's enlerprise and intomal service fu:ids 
are charges for customer services including: water, sewer and power charges, public transportation fees. 
airtine fees and charges, parking lees. hospital patient service fees. commercial and industrial rents, 
printing services, vehicle maintenance fees. and telecommunication and information system support 
charges. Operating e:io:penses fOf enterµnse funds and internal service funds include the cost of setvices, 
administrative expe11ses, and depreciation on capi!a1 assets. A!I revenues and expenses not meeting this 
definition are reported as nonoperating revenues and expenses. 

When both restricted and unrestricted resources are available for use, it is !he City's policy to use 
restricted resources first. then unrestricted resources as they are needed 

(c) Budgetary Data 

The City adopts annual budgats for all governmental funds on a sut1stantially modified accrual basis of 
accounting except tor cap1ta1 proJeCt funds anti cerioi11 Ub!IJi :,,t:,vice fufld5 ,,,;:-,;,::;:-, s;,tslant;a::y ado;::\ 
project length budgets 

The budget of the City is a detailed operating plan, which identifies esrmalcd costs and results in relation 
to estimated ievenues. The budget includes (1) the programs, projects, services, and act1v1ties to be 
provided during the fiscal year, (2) the estimated resources ('nflows) available for appropriation, and (3) 
the estimated d1arges to appropriations. The budget represents a process through which policy 
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decisions are deliberated, implemenled, and controlled. The City Ct1arter proh1b1ts expending funds for 
which there is no legal appropriatio,1. 

The Administratrve Code Chapter 3 outlines the City's general budgetary procedures, with Section 3.3 
detailing the budget limeline. A summary of !he key budgetary steps are summarized as follows: 

Original Budget 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Dcpm1ments and Commissions conduct hearings to obtain public comment on their proposed 
annual budgels beginning in December and submil their budget proposals to the Controller's Office 
no later than February 21. 

The Controller's Office consolidates the budget estimates and transmits them to the Mayor's Office 
no later than the first working day of March. Staff of the Mayor's Office analyze, review and refine 
the budget estimates before transmitting the Mayor's Proposed Budget to the Board of Supervisors. 

By the firs! worlc:ing day of May, the Mayor submits the Proposed Budget for selected departments 
to the Board of Supervisors The selected departments are determined by the Controller in 
consultation with the Board President and the Mayor"s Budget Director. Criteria for selecting lhe 
departments include (1} that !hey are not supported by the C!ly"s General Fund or (2) that they do 
not rely on the Slate's budget submission in May for their revenue sources. 

By the first working day of June, !he Mayor submits !he complete Proposed Budget to the Aoard of 
Supervisors along with a draft of the Annual Appropriation Ordinance prepared by the Controller's 
Office. 

Within five working days of the Mayor's proposed budget transmission to the Board of Supervisors, 
the Controller reviews the estimated revenues and assumptions in the Mayor's Proposed Budget 
and provides an opinion as lo their accuracy and reasonableness. The Controller also may make a 
recommendation regarding prudent reserves given the Mayor's proposed resources and 
expenditures, 

The designated Commiltee (usually the Budget Committee) of the Board of Supervisors conducts 
hearings, hears public comment, and reviews the Mayor's Proposed Budget. The Committee 
recommends an in!cnm budge! reflecting the Mayor's budget transmittal and, by June 30, !he Board 
of Supervisors passes an interim appropriation and salary ordinances. 

Not later than the last working day of July, the Board of Supervisors adopts the budget through 
passage of the Annual Appropriation Ordinance, the legat authority for enactment of the budget. 

Final Budget 

The final budgetary data presented in the basic financial statements reflects the following changes to the 
or!g!flal budget: 

(1) 

12) 

Certain annual appropriations are budgeted on a project or program basis If such proiects or 
programs arc no! completed at the end of the fiscal year, unexpended approprialioris. incl1..1ding 
encumbered funds, are carried forward to the following year ln certain circumstances. other 
programs and regular annual appropriations may be carried forward after appropriate approval 
Annually appropriated funds, not authorized lo be carried forward, lapse at the end of ti1e fiscal 
year. Appropriations carried forward from the prior year are included in the final budgetnry data 

Appropriations may be adjusted during the year with the approval of the Mayor and the Board of 
Supervisors, e.g. supplemental appropriations. Additionally, the Controller is authoril.ed to make 
certain transfers of surplus appropriations within a department Such adJustrnonts are reflected in 
lhe firn:11 budgetary data 
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The Annual Appropriation Ordinance adopts the budget at Ille characler level of expenditure within 
departments. As described above, the Controller is authorized to make certain transfers of 
appropriations within departments. Accordingly, the legal level of budgetary control by the BoarcJ of 
Supervisors is the department level. 

Budgetary data, as revised. is presented in the basic financial statements for the General Fund 
Final budgetary data excludes the amount reserved for encumb'ances for aopropria!e comparison 
to actual expenditures. 

Generally, new or one-time federal and slate grants, olher capilal projects, and debt issues are 
budgeted by !he Mayo, and the Board of Supervisors through a supplemental appropriation. 

(d) Deposits and Investments 

Investment in the Treasurer's Pool 

The Treasurer invests on behalf of most funds of the City and external participants in accordance with the 
City's investment pohcy and Ille California Slate Government Code. The City Treasurer who repor1s on a 
monthly basis lo the Board of Supervisors manages the Tre.isurer's pool. In addition, the function of the 
County Treasury Oversight Committee is lo review and rnon,tor the City's investment policy and to 
monitor compliance with the Investment pollcy and reporting provisfOns of the law through an annual 
audit. 

The Treasurer's investment pool consists of two components: 1) pooled deposits and investments and 2) 
dedicated Investment funds. The dedicated investment funds represent restricted funds and relate to 
bond issuance of the Enterprise Funds and the General Fund's cash reserve requirement In addi!ion to 
the Treasurer's investment pool, the City has other funds Iha! are held by trustees. These funds are 
related lo the issuance of bonds and certain loan programs of the City. The investments of the 
Employees' Retirement System and deposits and investments of the Redevelopment Agency are held by 
trustees (note 5). 

The San Francisco Unified School District (school district), San Francisco Community College District 
(comm:mity college district), and the City are 1nvo!untary participants in the City's investment pooL As of 
June 30, 2006, involuntary participants accounted for approximately 94 percent of the pool. Voluntary 
particlpanls accounted for 6 percent of the pool. Further, the school district, community college dislrict, 
the Trial Courts of the Stale of California, and the Transbay Joln! Powers Authority are external 
participanls of the City's pool. At Jure 30, 2006, $547 million was held on behalf of these external 
participants. The total percentage share of the City's pool that relates to these three external participants 
1s 15 percent. Internal participants accounted for 85 percent of the pool. 

For reports on Ille external investment pool, contact the Office of the Treasurer, Room 140, City Hall, 1 
Dr. Carlton B Goodlett Place, San Francisco, CA 94102. 

tnvestment Valuatfon 

Treasurer's Pool - All investments are carried al fair value. Tile fair value or pooled investrnenls is 
determined annually and is bRsed on current market prices, The fair value of participants· position in the 
pool is the same as the value of the pool shares. The methoo used to determine the value of participants' 
equity withdrawn is based on lhe book value of the participants' percentage participation al the dale of 
such withdrawal. In the event thal a certain fund overdraws its share of pooled cash, the overdraft is 
reported as a due to Hie General Fund. 

Employees' Retirement System (Retirement System) - Investments me reported at fair value. Securities 
traded on national or intemationa! erchanges are valued al !he las! reported sales price at current 
exchange rates. Investments ttiat do not have an established market price are reported al estimated fair 
value. Purchases and sales of investments are recorded on a lrade dnte basis. The fair values of real 
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estate holdings are estimated primarily on appraisals prepared by third-party appraisers Such market 
value estimates involve subjective judgments, and the actual market price of the real estate can only be 
determined by negotiation between Independent third parties in a sales transaction 

The fair values of venture capital investments arc estimated based primarily on audited financial 
statements provided to the individual fund managers. Such market value estimales involve subjective 
Judgments, and the actual market price of the investments can only be delerrnined by negotiation 
between independent third parties in a sales 1ransachon. 

The City Charter and Retirernenl System Board policies permit !he Retirement System to use investments 
of !he Retirement System's Penston 1-'!an ttne t'tan) 10 emer inio securities lending transactions.. These 
are loans of securities to broker-dealers and other entities for collateral, with a simultaneous agreement to 
return collateral for the same securities in the future. The collateral may consist of cash or noncash; 
noncash collateral is generally U.S. treasuries Of other U.S. government obligations The Retirement 
System's securities custodians are agents in lending Iha Plan's domestic securities for cash collateral of 
102% and interna!mnal securities for cash ooHateral of 105%. Contracts with the lending agents require 
ti,,:,,-., io ;.-,U<rmnif'y' tt",e Ratirar.-,er;t $/stem if the borra·;;cr~ full :o X!t:r:, t.~e ~ecu~i!ies {and if \he ,::011a•.':'•?.l 
were inadequate to replace the securities lent) or if U,c horrowers faH lo pay the Ret1rewent System for 
income distributions by the securities' Issuers while the securities are ori loan Non·cash collateral cannot 
be pledged or sold unless !he borrower defaults. 

Either the Retirement System or lhe borrower can terminate an securities loans on demand. although the 
average term of the loans Is seventy-five days. In lending domestic securities, cash collateral is invested 
in the lend·ng agent's short-term investment pool, which at year-end had a weighted-average maturity of 
eighty-four days. In lending inlemat,onal securities, cash collateral is invested in a separate short·tenn 
investment pool, which at year-end had a weighted-average maturity of thirty-nine days. The relationship 
between the maturities of the investment pools and the Retirement System's loans is affecled by the 
maturities of the securities loans made by other entities that use the agent"s pool, which the Relirement 
System cannot determine. Cash collateral may also be invested separately in term loans, in which case 
the maturity of the loaned securities matches the term of the loan. Cash rece1Ved as collateral on 
securities lending transactions is reported as an asset, and liat:ii!ilies from these transactions are reported 
in the statement of ret assets. Additionally, the costs of securities lending transactions, such as borrower 
rebates and fees, are recorded as e:v:penses. 

The City Charter and Retirement System Board policies permit the Retirement System !e use investments 
to enter into fixed coupon dollar repurchase agreements, that 1s, a sale of securities with a simultaneous 
agreement lo repurchase similar securities in lhe fu!ure at a lower price that reflects a financing rate. The 
fair value of the securities underlying fixed coupon dollar repurchase agreements equals the cash 
received. If the dealers default on their obligations to resell these securities to the Retirement System at 
the agreed-upon buy back price, the Retirement System could suffer an economic loss if the securities 
have to be purchased at a higher price (than the agreed-upon buy back price) m the open market. This 
credit exposure at June 30, 2006 was approximately $734 thousand. 

Other funds~ Non-pooled investments are also generally carried al fair value. However. money market 
investments (such as short term, highly liquid debt instruments including commercial paper. bankers' 
acceptances, and U.S. Treasury and agency obligations), and pariicipating 1nterest-eammg mvestmen1 
contracts (such as negotiable certfficates of deposit, repurchase agreements and guaranteed or bank 
investment contracts) that have a remaining maturity at the iime of purchase of one year Of less are 
carried al amortized cost, which approximates fair value. I he tair value oi non-pooled invesiments is 
determined annually and is based on current market prices. The fair value of investments in open-end 
mutual funds ts determined based on the fund's current share price. 

Component Unit - San Francisco Redevelopment Agency (The Agency) - The Agency pools deposi1s 
and investments. except for certain investments restricted for developers' deposi!s and pledged assets 
relating to specilic projects. The Agency's investments are stated at fair value. Fair value has been 
obtained by using market quotes as of June 30. 2006, Money markel investments (such as short-term, 
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highly iiqu1d deb! instruments including commercial pRper, hankers' acceptances, and U.S. Treasury and 
agency obligations} and participating interest-earning investment contracts (sucn as negotiable 
certificates of deposit. repurchase agreements and guaranteed or bank investment contracts) that have a 
re1"1aining maturity of less than one year at the Cate of purchase are valued at the amortized cost. which 
approximates fair value as of June 30, 2006 

Investment Income 

Income from pooled investmenls is allocated a! month end to !he individual funds or external pnrticipiu1ts 
based on the fund or parlicipant's ave,age daily cash balance in relation to total pooled investments. City 
mar,agern,;mt t",as Oeterrnins,d thal t'"la inva:stmcnt income ;alo!cd le cmt3in funds shou!d be a!loca!ed to 
the General Fund. On a budget ba..,;1s, the interest income is recorded in lhe General Fimd. On a 
generally accepted accounting principles (GAAP) basis, the income is reported in the fund where the 
related investments reside. A transfer is then recorded to transfer an amount equal :o the interest 
earnings to the General Fund. This is the case for certain other governmental funds, Internal Service, 
Investment Trust and Agency Funds. 

It is the City's policy to charge interest at month end to those funds that have a negative average daily 
cash balance. In certain instances. City management has determined that the interest expense related to 
the fund should be allocated to the General Fund. On a budget basis. the interest expense is recorded in 
the General Fund. On a GAAP basis, the interest expense is recorded in the fund and then a transfer 
from the Genera! Fund for an amount equal to the interest expense is made !o Iha fund. This Is the case 
for certain other funds, MTA, Laguna Honda Hospital, Ge"leral Hospital Medical Center, e'ld the Internal 
Ser.1ice Funds 

Income from non-poo!ed investments is recorded based on the specific investments held by the fund. The 
interest income is recorded in the fund that earned 1he interest. 

(e) Loans Receivable 

For the purposes of the fund financisl ststements, t~e governmental funds expenditJres relating lo long
term loans arising from loan subsidy programs are charged to operations upon funding and the loans are 
recorded, net of an estimated allowance for potentially unco!lectible loans, with an offset to a deferred 
credit account 

The Mayor's Office of Housing (MOH) administers several housing programs and issues loans to qualified 
applicants. During fiscal year 2005-2006, the MOH reevaluated its methodology for calculating the 
allowance for uncollectible loans_ Management has deterrnined through policy that many of these loans 
may be forgiven or renegotiated and extended long into the future 1f certain lerms and conditions of the 
loans are met. As a result of this change in methodology, the Clty recorded an expense of $21 B million in 
the government-wide slatement of activities to Increase the allowance for those loan portfolios which 
meet lhe City's policy crilerle Of this amount $179 million is related to loans outstanding at the 
beginning of the year. They are accounted for in the other governmental funds as long-term loans 
receivable with an allowance for forgivable loans, and an ottsettmg deferred cred,I account. Accordingly. 
$383.9 million of the $450.9 million loan portfolio is 1101 expected to be ultimately collected as of June 30. 
2006. 

For purposes of the government-wide financial statements, long-term loans are no! offset by deferred 
credit accounts 
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(f) Inventory 

Inventory recorded in !he proprietary funds primarily consists of construction materiels and maintenance 
supplies, as we!! as pharmaceutic.ii supplies maintained by !he hospitals. Generally, proprietary funds 
value inventory at cosl or avorage cost and expense supply inven!ory as ii is consumed. This is referred 
lo as the consumption method of inventory accounting. The governmental fund types also use the 
purchase method to account fur supply inventories. which are not material. This method records items as 
expenditures when !hey are acquired. 

(g) Redevelopment Agency Property Held for Resale 

Property held for resale are both residential and commercial and are recorded as an asset a! the lower of 
estimated cost or estimated conveyance value. Estimated conveyance value is management's estimate 
of net realizable value of a property based on current intended use. Property held for sale may, during 
t~e period ii !s held by the Agency, generate rental income, which is recogrnzed as 1l becomes due and is 
considered co!tedihle. 

(h) Capital Assets 

Capital assets, which include land. facilities and improvements, machinery and equipment, and 
infrastructure assets, are reported in the applicable governmental or business-typo activity columns in the 
government-wide financial statements. Capital assets are defined as assets with an inil!al individual cos! 
of more than $5,000 and an estimated useful life in excess of one year. Such assets are recorded at 
hislorical cost or estimated historical cost If purchased or constructed. Donated capital assets are 
recorded at estimated fair mark.et value at the dale of donation. Capital outlay is recorded as 
expenditures of the General Fund and other governmental funds and as assets ln the government-wide 
financial statements to the extent lhe City's capitalilation threshold is met. Interest incurred during the 
construction phase of the capital assets of business-type activities is reflected in lhe capitalized value of 
the asset constructed, net of interest earned on the invested proceeds over the same period 
Amortization of assets acquired under capital leases is included In depreciation and amortization. 
Faci!ilies and improvements, infrastructure, machinery and equipment, and easements Of lhe primary 
government, as we!I as !he component units, are depreciated using the straight·line method over lhe 
following estimated useful lives: 

Assets 
Facilities and Improvements 
Infrastructure 
Machinery and Equipment 
Easements 

Years 
15 to 175 
15 to 70 
2to75 

20 

Works of art, historical treasures and zoological animals held for public exhibition, education, or research 
ln furtherance of public service, rather than financial gain, are not capilahzed. These items are protected, 
kept unencumbered, cared for and preserved by the City. It is the City's policy to utihze proceeds from 
the safe of these items for the acquisition of other items for collection and display. 

(I) Accrued Vacation and Sick Leave Pay 

Vacation pay, which may be accumulated up to ten weeks depending on an employee's length of service, 
is payable upon lerrnmation. 

Sick leave may be accumulated up to six months, except for Local 21 members, who am all enlltled to 
accumulate all unused sick leave Unused amounts accumulated prior to December 6, 1978 are vested 
and payable upon termination of employment by retirement or disability cause<! by Industrial accident or 
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death. Effective ,July 1, 7002, the City established a pilot ··wellness Incentive Program" (the Program) lo 
promote workforce attendance. The Program was initially negotiated as part of the July 1, 2001 to June 
30, 2004 labor contract between the City and forty-one labor organizations, represen!ing about 48% of 
the City's workforce. II is described in several Memorandums of Understanding (MOUs) dated since July 
1, 2001, between the City and the affected labor organizations. Under the terms of these MOUs and the 
labor conlracts, the Program is in effec! from July 1, 2002 and will sunset by June 30, 2009. 

This Program provides: 

Effective July 1, 2002, any fu'l-time employee leaving the employment of the City upon service or 
d1sab1l1ty retirement may receive payment for a portion of sick leave earned but unused al the time of 
separation. The amount of this payment shall be equal lo 2.5% of sick leave balances earned but 
unused at the time of separalron times the number of whole years of continuous ernploymenl times 
an ernp1oyee"s salary rate, exclusive of premiums of supplements, al the time of separation. Vested 
sick leave hours as described by Civil Service Commission rules, shall not be included in this 
computation 

The City accrues for all salary-related items, including the Program, in the governmenl-wide and 
proprietary fund financial statements for which they are liable to make a payment directly and 
incrementally associated with payments made for compensated o1bsences on termination. The City 
includes 1!s share of social security and Medicare payments made on DOha!f of the employees in the 
accrual for vacation and sick leave pay. 

0) Bond Issuance Costs, Premiums, Discounts and Interest Accretion 

In the government-wide financial statements and in the proprietary fund type financial statements, long· 
term debt and other long-term obligations are reported as liabllities in the applicable governmental 
activities, business-type activities, or proprietary fund s!atement of net assets. San Francisco 
International Airport's bond premiums and discounls, as well as issuance costs, are deferred and 
amortized over the life of tho bonds using the effective interest method. The remaining bond premiums, 
discounts, and issuance costs are calculated using the straighl-line methott Bonds payable are reported 
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges 
and amorliLed over lhe term of the related debt. 

In the fund financial statements, governmental funds recognize bond premiums and discounts as other 
financing sources and uses, respectively, and bond issuance costs as deb! service expendilures. 
Issuance costs, whether or not withheld from lhe actual debt proccecs received are reported as debt 
service expenditures. 

Interest accreted on capital appreciation bonds is reported as accrued interest payable in the 
government-wide and proprietary fund financial statements. 

(k) Fund Equity 

Reservations of Fund Equity 

Reservatmris of fund balances of the governmental funds indicate that portion of fund equity which is not 
available for appropriation for expenditure or is loga!ly segregated for a specific fulure use Following is a 
brief descrip!mn of !he nature of certain reserves. 

Reserve for ramy day· Toe City's Charter requires !hat the City set aside funds into a reserve account in 
years in which revenue growth exceeds five percent r.ompamd to the year before. The City will be able to 
spend those funds in years in which revenues decline or grow by less lhan Mo percent 
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Resetve for assets not available for appropriation - Certain assets, primarily cash and uwestments 
outside City Treasury and deferred charges, do not represent expendable available financial resources. 
Thwefore, a portion of fund equity is reserved lo offsel the balance of these assets. 

Resetve for debt setvice - The fund balance of lhe debt service funds is reserved for the payment of debt 
service in lhe subsequent year. 

ReseNes for encumbrances - Encumbrances are recorded as reservations of fund balances because 
!hey do not constitute expenditures or liabilities. 1n certain other governmental funds, this accounting 
treatment results 1n a deficit unreserved fund b,:t!ance. This deficiency is carried forw<1rd to the next fiscal 
year where 1l 1s applleo against esiimated revenues in the year the comrrnlmenls are expended 

Reserve for appropriation carryfotward • At the end of the fiscal year. certain budgete<t expenditures are 
authoril!:ed to bo carried over and e;.i;pended in the ensuing year. A reserve of fund balance is established 
in the amount of these budget authorizations. 

naser~·o fc.- ;;;_,·b3cq:.:c:lt _vcc.'<.' b1.1dget::: A portion !)f fund b3.!3.nc~ •s r~s~rv<:><I for -:11h<aP<1<1P.nt yP.::ir-1:' 
budgets. This balance includes the reserve required by the City's Adminis!ralive Code for the budget 
incentive program for !!'>e purpose of making additional funds avaRable for items and services that will 
improve !he efficient operations of departments. 

Restricted Net Assets 

The government-wide and proprietary fund financial statements ulili7e a net assets presentation. Net 
assets are categorized as invested in capital assets (net of related debt), restricted, and unrestricted. 

fnvested in Capital Assets, Net of Related Debt - This category groups alt ca~1tal assets, including 
infrastructure, into one component of net assets. Accumulated depreciation and the outstanding 
balances of debt that are attributable to the acquisition, construction, or improvement of these assets 
reduce the balance in this category. 

Restricted Net Assets This category represents net assets thal have exlernal restrictions imposed 
by creditors, grantors, contributors or laws or regulations of other governments and restrictions 
imposed by law through constitutional provisions or enabling legislation. Al June 30, 2006, the 
government-wide statement of net assets reported restricted assets of $428.6 million in governmental 
activities and $437.4 mi1!1on in business-type activities. For governmental activities, S23.7 million is 
restricted by enabling legislation. 

Unrestricted Not Assets - This category represents net assets of the City, not restricted for any proJec! 
or o!her purpose. 

Designations of Fund Equity 

Designations of fund balances (note 4) 1nd1cale that portion of fund balance that is not available for 
appropriation based on management's plans for future use of the funds. Following is a brief description of 
the nature of !he designation as of June 30, 2006. 

Designation for litigation and contingencies - TI1is designation represents management's estimate of 
anticipated legal settlements or contingencies to be paid in the subsequen1 11sca1 year 

Def,cit Net Assets/Fund Balances 

The Culture and Recreation Fund had a $0.5 million deficit as of June 30, 2006 It is due to incurring 
costs for grant programs before receiving grant resources. It will be eliminated once the resources 
become available. 
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The Environmental Protection Fund has a $7 thousand deficit as of .lime 30, 2006. II is due to incurring 
costs for grant prograrrs before receiving grant resources. It will be eliminate<! once the resources 
become available. 

The Moscone Convention Center Fund had a $4.8 million deficit as of June 30, 2006. The deficit will be 
covered as hotel tax revenues are reall;::ed. 

The Telecommunications and Information Internal Service Fund had a S2.3 million deficit in total net 
assets as of June 30, 2006. Approximately $0-6 million of t"l1s Oeficit is due to current year depreciat,on 
that is not funded and will result in cortinuing deficits. The remaining portion of lhe deficit of total net 
assets relates to operations and is expected to be reduced in t...1ture years through anticipated rale 
increases or reductions in operating expenses. 

(I) lnterfund Transfers 

lnterfund transfers are generally recorded as transfers in (out) except for certain types of transactions that 
<;lit;, U0::i;L.,;;,w u~-:0·..;. 

(1) Charges for services are recorded as reve'1ues of the perfom1lng fund and expenditures of lhe 
requesting fund. Unbilled costs are recognized as an asset of the performing fund and a liability of 
the requesting fund al ttle end of the fiscal year. 

{2) Reimbursements for expenditures, initially made by one fund which are properly applicabie to 
another fund, are recorded as expenditures 1n the reimbursing fund and as a reduction of 
expenditures in the fund that is reimbursed. 

(m) Refunding of Debt 

Gains or losses occurring from advance refundings, completed subsequent lo June 30, 1993, are 
deferred and amorti7ed tnlo expense for both business-type activi:ies and proprietary turds For 
governmental activities, they am deferred and amortized into expense If they occurred subsequent to 
June 30, 2000. 

(n) Cash Flows 

Statements of cash flows are presen~ed for proprietary fund types. Cash and cash equivalents lncl..ide all 
unrestricted and restricted highly liquid investments with original purchase maturities of three months or 
less. Pooled cash and inves!Ments in the City's Treasury represent monies in a cash management pool 
and such accounts are similar in nature lo demand deposits. 

(o) Estimates 

The preparation of financial statements in conforrrnty w1lh generally accepted accounting principles 
requires management to make estimates and assurnptions that affect certain reported amounts and 
disclosures Accordingly, actual results could differ from those estimates. 

(p) Reclassifications 

Certain amounts presented as 2004-2005 Summanzed Comparative Financial Information In the t.iasic 
financial stat<?ments have been reclassified for comparative purposes to conform to the presentation in 
the 2005-2006 basic financial statements. 
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(q) Effects of New Pronouncements 

In November 2003, GASS issued Statement No. 42, Accounting and Financial Reporting for Impairment 
of Capital Assets and for Insurance Recoveries. This statement establishes accounting and financial 
reporting standards for impairment of capita! essets. A capital asset is considered impaired when Us 
service utility has declined significantly and unexpectedly. This statement also clarifies and establishes 
accounting requirements far insurnnce recoveries. In !he current year, the City did not Identify any 
prominenl events or changes resulting in impairment of capital assets. 

In May 2004, GASB issued Statement No. 44, Economic Condition Reporting: The Statistical Section--an 
amendment of NCGA statement 1. This statement amends the portions of NCGA Statement 1, 
Governmental Accounling and Financial Reporling Principles that guide the preparaHon of the statis1ical 
section. The statistical section presents detailed information, lypically in ten-year trends. that assists 
users in utilizing the basic financial statements, notes lo basic financial statements, and required 
supplementary information to assess the economic condition of a government. This statement adds new 
information that financial statement users have identified as important and eliminates certain previous 
requirements. Toe City Implemented this new reporting requirement in the fiscal year 2005-2006 financial 
siatements 

!n December 2004, GASS issued Statement No. 46, Nat Assets Restr;cted by Enabling legislation - an 
amendment of GASS Statement No. 34, which requires that limitations on the use of net assets imposed 
by enabling legislation be reported as restricted net assets. This statement clarifies that a legally 
enforceable enabling legislation restriction Is one that a party exiernal to a government- such as cil!zens, 
public interest groups, or the judiciary can compel a government to honor. This statement also 
specifies the accounling and financial reporting requirements if new enabling legislation replaces existing 
enabling legislation or lf legal enforceability is reevaluated. Finally, lhis statement requires governments 
to disclose the portion of total net assets that is restricted by enabling legislation. The disclosure changes 
related to this statement are reflected in note 2 (k). 

In June 2005, GASS issued Stalement No. 47, Accounting for Tcnninafion Beneftts, which establishes 
accounting standards for termination benefits. More specifically, this stottement requires employers lo 
disclose a description of the lermina!ion benefit arrangement, the cost of the termination benefits 
(required in !he period in which the employer becomes obligated if that information is not otherwise 
identif1ablo from informallon displayed on lhe face of the financial statements), and significant methods 
and assumptions used to determine termination benefit liabilit~s. Application of this statement is effective 
for the City in two pMS. For termination benefits provided through an existing defined benefit OPEB plan, 
the provisions of this Statement will be implemanled simultaneously with the reqrnrements of statement 
45, Accounting and Financial Reporting by Employers for Post-employment Benefits Other Than 
Pensions. For all other termination benefits, the City has determined this statement doos not impact the 
City's fiscal year 2005.2006 financial statements 

The City is currently analyzing lls accounting prac!ices to determine the potential impact on the financial 
statements for the following GASB Sta!emen1s: 

In April 2004, GASB issued Statement No, 43, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans. This statement establishes uniform financial reporting standards for other 
postemploymenl benefits (OPEB) plans. The approach followed in this statement generally is consistent 
with the approach adopted for defined benefit pension plans with modifications to reflect differences 
between pension plans and OPEB plans. The slatement applies for OPEB trust funds included in the 
financial reports of plan sponsors or employers, as well as for the sland·alone financial reports of OPEB 
plans or the public employee retirement systems, or other third parties, that administer them. This 
statement also provides requirements for reporting of OPEB funds by administrators of multiple-employer 
OPES plans, when the fund used to accumulate assets and pay benefits or premiums when due 1s not a 
trust fund. This stl.'ltemenl is effective for !he City's fiscal year ending June 30, 2007. 
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In June 2004, GASB issued Statement No. 45. Accounting and Financial Reporting by Employms for 
Postemployment Benefits Other Than Pensions, which addresses how state and local governments 
should account for and report t11eir costs and obligations related to postemployment healthcare and other 
11onpension benefits. Collecti11e!y, tnese benef.ts are commonly referred to as other postemploymen! 
benefits, or OPEB. The statement generally requires that employers account for and report the annual 
cost of OPES and the outstanding obligations a11d commitments related to OPEB in es::.en!ially the same 
manner as they currently do for pensions. Annual OPEB cost for most employers will be based on 
actuarially determined amounts that, ,f paid on an ongoing basis, generally would provide suff1c1ent 
resources lo pay benefits as they come due. This statement's provisions may be applied prospectively 
and do not require governments to fund their OPEB plans. An employer may establish ils OPES liability 
at zero as of the beginning of the initial year of implementation; however, the unfunded actuarial liability is 
required to be amortized over future periods. This statement a:so establishes disclosure requirements for 
information about the plans in which an employer participates, tho funding policy followed, the actuarial 
valuation process and assumptions, and, for certain employers, tho extent to which the plan has been 
funded over time. This stalement is effective for the City·s fiscal year ending June 30, 2008 

In September 2006. GASB issued Statement No. 48 "Sales and Pledges of Receivables and Future 
Revenues and Intra-Entity Transfers of Assets and Future Revemies." This statement establishes critena 
!hat governments will use to determine whether certain trensactions should be regarded as a sale and 
reported as revenue or regarded as collateralized borrowing and recorded as a liability. Examples of 
such transactions 111cludc the sale of delinquent taxes, certain mortgages, student loans, or future 
revenue such as those from tobacco settlement agreements. The statement also includes provisions that 
stipulate Iha! governments should not revalue assets that are transferred between financial reporting 
entity components. The requirements of this statement are effective for the financial statements for 
periods beginning after December 15, 2006. The City plans on implementing GASB Slalement No. 48 for 
!he fiscal year 2007*2008 financial statements. 

In December 2006, GASB issued S!atemenl No. 49 "Accounting and Financial Reporting for Pollution 
Rcmcdfaflon Obligations: This statement issued a standard that will require state and !oca! governments 
to provide the public with better informa!lon abou! the financial impact of environmental cleanups_ This 
statement is effective for the City's fiscal year ending June 30, 2009 

(r) Restricted Assets 

Certain proceeds of tho City's enterprise fund revenue bonds, as well as certain resources se! aside for 
their repayment, are classifie<:l as restricted assets on the statement of net asse!s because the use of !he 
proceeds is limited by applicable bond covenants and resolutions. Restricted assets account for the 
principal and interest amounts accumulated to pay debt service, unspent bond proceeds, and amounts 
restricted for future capital projects. In addition, certain grant proceeds are restricted by the granting 
agency. 
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(3) RECONCILIATION OF GOVERNMENT..WIDf AND FUND FINANCIAL STATEMENTS 

(a) Explanation of certain differences between the governmental fund balance sheet 
and the government.wide statement of net assets 

Total fund balances of the City's govemrrental funds, $1,315,584, differ from net assets Of governmental 
activities, $1,794,618, reported in the slalemenl of net assets. The difference pnrnanty results from the 
long-term economic focus 1n the sla!ement of net assets versus the current financial resources focus in 
the governmental funds balance sheets. 

Balance Sheet/Statement of Net.Assets (in thousands) 

'""' loog-lenn Internal Roclass1, statement of 

G()'fflrnmental "'~" '""" !ici!loosand NetAssel5 

Funds liab11ilies\1l Fund~(t) Elmrnst1orJS Totals 

"'"" Deposrto and 11westments with Crty Treaw,y $ 1,503,993 $ • 7,94) I $ 1,511,936 

Dftjx,sits and in~estmems outside Oty Treasury .. 23752 25,13) 48.885 

Rec,:ivablas, rel 
P1cpertf ta~es. i11,;1 penatties 42.586 42.~86 

Olhar local laxes .. 166,457 168,457 

fed,r;ral and stall! g'11nls and wb~enboos 154,086 1$4,086 

Charge, br serwees 22.194 22194 

lnfQrest and other... 15,219 '" 16.132 

Due from ot~er ftmds 34,819 (34,8191 

Due tram ::omponen1 unit.. 4,SOO 4,606 

Loa~$ receivable, rel 74,041 74.041 

Caprtal assets rel 2,670.387 4,475 2,574,%2 

Oeferred charges and olhar assets a,972 14338 ,_ooo ~ 

Tatalarnals 2.0iZ.1125 __ 1_.Sa.(725 ~464 _____ill!!fil. 4,7:4:8.295 

liab~i1its 

Acrounts payable 172,861 5,91M 118,765 

Ao::nM11!1lymil 62.774 l,603 64,377 

Accn,ed vacawn and s;c,.: tea>,1e pay ua.~94 3,930 13,.524 

Awued w[)OO!l'S' comper5at1011 201)?6 1,105 202,481 

Estima1eQ claims pay3Na 69,471 69,477 

Al:>':rued imtresl payab·e 6,459 1.305 7.164 

Dt>fsrred la,, gnrn1 and wtr;ention revenues 63,915 (61,494) t421 

Due lo other lunds.',itemal balances 6.2,785 (34_819) V96< 

De'8rred aeu~s ard oltMJf liab!l!'ies 225,006 (10161ll) 1.723 125,111 

Boflds. loons, c.ap1lalleases, and olt>M pa~bles 150,000 1761.111 231,680 ~ 

Tot.!~;;b<iit,e; 737-341 ?Q9_!9()5 2~7.250 __ (3,l,8_11) 7,953 677 

f'nnd bal11nceslnel assffl 
Tobi lune bala1u;os/nel assets 131!i5S4 6ij0,~.,:u (iUl)bOJ i.i~.6i5 

Tola I l1ebillt1es and fund balances/l'let assets $ 2 052915 _$_ 2,684)25 $ 45_464 I 04,819) $ 4 748,295 
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(1) When caprtal assets (land. 1ntras!r>Jr,lure, buik1,ngs, and equi1JWen!) \ha! are to be used 

in governmental ac1iv1ties are p,.;1chased or constructed, lhe cos!s of those assels arc
reported as e:,per>d1!urcs iri govemmental 11.mds However. the statement oi net assets 

,nc,udes those capital BS$e\s, r,et o1 accumulated depreciation, among the asse1s of !he 

c;1y ~s a whole 

Cost of cap,tal aSSt1,ls 

Accumulated depredahon 

Bond ;ssuance costs are expended in gavernmen1e! funds wt>en paid and a-e cap~ajiz.ed 
and arnor1ized over !he life of the corresponding bonds for pumoses ol the slaternent DI 

net assets 

Long-term hat,,ht,es applicable to the City's goveff'mental activit<es are not dJe and 

pay,mle in !he c~rrent ponod and accord·ngty are not reported as ftmd liabMoes All 
liab!libes both current and long-term. are reported ,n the statement of net asse\$ 

Accrlred vacation and s,ck leave pay 

Accrued wm~ers' compensation 

Fs1imated claims payabfe. 

Bonds. loans, capital leeses. and other payables 

Deferred o-edrts and other ttabilities,. 

Interest on long·lenn debl is not accrued 111 governmental funds bu\ ra\her ;s recogr>1Zed 

as an expendrture when paid 

Because tile focus o1 govemmenta' funds 1s on short-term financing, some assets .,.;11 

not be ava•lable to pay lo< current period e•penditures. Those assets {for exarnole, 
recer\lables) are offset by defur-ed ,evenues in the go11emmerrtal funds 1md :hus are not 

included in fund balance 

3 361,11'1 

_i61!9,7S7) 
2,670,387 

~3_38 

(128,594) 

(201,376) 

(69,477) 

(1.{61,111) 

(~~ 
$ (2.161.461) 

(6,459) 

Deferred tax, gra'll and subvenlion revenue S 61,494 

Deferred cred,ts and oth,,r liabililles 102,521 

(2) Internal service funds are used by management to charge !he costs of cer.ain acti,.,ucs. 

suc'l 8$ capi:.i, lease financing, equipment main:enance. printmg and mailing sen.rices, 
and telecornm.in,cabons. to ind v1dual funds The assels and liab1hties of certain internal 

servk:e funds are included 1n governmema• act1111ties in !he stater-,ent of net assels 

Net defiat t>efore adjost'llents 
AdJustriems for inte•nal balances w;t~ San Frane1sco F-1nance Corporat,on 

Cap1:a1 lease rernivatles from other governmental and ente1p,;se lunds 

De!erred charges and ol:~,er assets 
Geien\JU <.:rt,;J,is ar,,J oU!<::!• ;,,.u,i,i,c,,, 

In addrt,on, ,ntr:!lfurn:I roce111ablos and payable~ among various 11'1'.e,nal $erv,ce funds of 

$0 3 m1il1on are elimina\ed 
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(b> Explanation of certain differences between the governmental fund statement of 
revenues, expenditures, and changes In fund balances and the government-wide 
statement of activities 

The net change in fund ~a1ances for governmental funds, $247,328, differs from the change in not assets 
for governmental activities $293.536. reported in the slatemcnl of activities. The differences anse 
primarily from the long-term economic foctis in the statement of activities versus the current financial 
resources focus in the governmental funds, The effect of the differences is illustrated below. 

Statement of Rtvl'flllfS, fxpmdltul't's, and Changes in Fund Bahrncell.lSt.rtement of AetMties !in thoaunds) 

;~ lOOQ-1~ 

,_ 
- --~ S1.a10"""'1ol 

eo,.,-Ol'll!II ,_, - ,.,,,,,,. ~, ~t~, ---- """'™91_!.!!!!.!ill._~ Ira~!$) ~ -.... 
P!Vp<!IJta,,, J tOOll,'51 ' a.oo~ ' ' • ~ !,0!6220 

BIJ$restlffll :m:i:1 '.\2),151 

(:;neil;;:ol!a<tl ~.w ~.w 
t.:en,;e1 pe,ml!!Mdhr>:t,,..,. 27,&ll 2'.662 
f. .... 1<>1<,11n,<1!ldpo,>al<,••· 1•.•·19 !H~9 

lrnet1!Sl!lld""1W11ellllm,rne rooo '" '" 11119 

R•fllsand- 51."-<~ 1_18,; $;1,~1, 

1mer,im1M1ei11a1 ·-· J50\ll!S ,. .. ·~ ~·· (2:13) 5M75il ·~ n@ 23,utl 
GMl[IIISio,~ ~.~ 263,9114 

Ot!iene""'"'I'! ~ --- ------3E.ll --- ----~ 
191il!~'l\ll'OJllS ~ --2!.. ------3E2.'L ---"'- ----~ ~--"'-"'"" PJtlc~ 71l7,:l9.'l [11,]51) M 1~,g1!!) 1'50642 

l'Jhlc""lfU~lmor:trm•"" """ (.lll) "~ f!0,21l2) ,nJ!l1 

ll:.<rnll'welf.~i>od""!lhhorlilC<ldia~en• tll?,1112 '&l71» "' e.'ill.~~ 

C:,mnllt,fy- 411141 ~.1sa '" mw 
CJl"'1'an<:liwea!.oo 151Hli 1~~1) "~ IV~lil j1~.'rl5) <«4~ 

~Ii•""""''""""'""°~'"""" 1e11% IU~) ,,~ 
""' 1!7.~00 

0-;1~~~- -,m l~~n) (!15) ,,, '"~ 
o.t,tw;,12_ 

Pr0Qf<llmremen1 "'" j86,9'0) 

11,1....i and ktl' GIISQei 15ii75 '·" TO}MI 'l<.~n 
8(lll(l ..... """'....uo "" 11.!l.llj 

Ga;:,,lalc,,Nay ~ ---~ --- ----
T«.!~.inl~! ~~ ~ ~ ~ ~ 

O!'>tt flnllodOl(I $QIIICl!l ~)1<~"'11" 11'1 

!>t!IM°"' 
'!c:1ra11fu•11kl)lrllma1Mrlctld$,. """" '" {U9,99!;) 

,-otl<nloaroo""'"° 
fa.,e,ah!eolb::<ld!fls,uod 21Q120 (11Q.120) 

F~:e\'$Jt1Jlmr.l•w.ied ,.m {$,l\91 

p,.,,ur,oni:1,uarn:albon<!,. 1a~ 110.rni 
Otherf"aa(ffi\1$W~·"'PillliilN!.,.. ~ --- ~ 

fotoidhe,~!CU!cetl(Ull!~\l(i!Mg!!S 

ln .. iJc!"'1S ~------~ ~ ~ 
HtttM"9'IO,ll"Y"'' ~~~~~ ~ 
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(3) 8e<:3use soroo property ll:l~PS .,,II not be co1'aded lilf swer.ll months aftei the C•Ys ~seal )"Nlr elld5, II"')' am no! 

coosicered as ava,table revenues 1n 100 go~c.,,,nertal fund5 

Some other re.enues that ::lo no1 prO'<idtt a.rHe"\ ~ranc,ai l'l!SOJl'C!'!S are nill repor11;<:1 as 'fvt'f\Ue~ m HIE! 
gowmme~!ol fonds wt are rewgnii:ed ,n the ,llllimwnt cf gctM~es 

Some e,penW!l reported ,11he slmeroenl ol aci1Yttie1 do not require !he uw of 01rre11 ~=al raw1.m:ea ar>d 
tt,e,efore are oo! reported as tt<per,diluras in goveromen!al funds Dlrt~n loig te,,.., liabil1ies reported m 1he f:tlOT 
year slelemen! of ne! asse!s ....era pa1j dui~ig \tie currant penOO 1esul\ll'g II e1pen~olutes 111 loo govem--nenral 
ft,nds TO,s .s 1he amount by whidi !he decrease in long-lerm 1;obiJies exceeded e,pen~as raported 1, the 

statt,ment o! acti"ties !!'at do orn reqa;re the u«o o( current f,~.mcial resources 

Some e,pendrtures reported ,~ !~e go-,,emnen:al !ends perta,n to ~ ei;!abl1Sflfl'!ml cf deferred crod,!s oo I01'Q--
1ernl loans since tile loa11S are '\Ct coosideied ·avaolable" !J pay cu«en1 pericd expenditures The defeff!)(I credits 

are net mported •n lhe ~ll!lwnen\ of r'21 assets and, !he<efort, !~e relaled exoonses are not 1,;po,ied in the 

sialertent of act,,mes 

[4) When QJpdal assels that are to bi? uSW mgovernrroeo\al aciMI.-.S are e'-itchased or constructod, !he 'l!SDt!fces 
e,pended for those essets are reported as experdlt\lres 1r gavemmenlal funds HOW\'<ver, in~ ,taternent of 

ac:wires. lhe cost cf those a™ls ;; alkcated 011ertha1r esttrna!ed useful lrW!S and reported as de~atio~ 
e,pense As a resu\ tJnd balance decr'aas1ls by 1;,,, amnunl of fo,a,,r,oal f$Scurces expernled, wtnorea$ riet asoole 

decrease by 1Jle a11Dlln! of depreciation expi!nse charged for !he year, and tmi loM on diS1)()$111 of cap,tal assels 

In ~SQll year 2005-2006, loo Cfy iec1!<'/ed1ee ~ewrt oonstox!ed deYorng Museum !rom tl;e FmeArlsM\IS<l\1'11$ 

oJ San fraocisoo. 

Capital experdi:ures 

Depreciat,on expense 
Loss on d1Sposal of ca~ital a~.els 

W<,t&--Olfofconslrudioo in PfOllleSS 

Caprhl corrtribul100 reoerled ne'My :;onstruG!ed dllYou~g ~ !f1)!11 1he Fine Arts Mr~ms ol San f•aoc sco 

Ddfurooce .. 

15) lnterngl seroce funds are \!Sed tr)' ma11agamenl to ctmge the cm;ls of re,ta;n OOMties, stJcll as capital lease 
finaoong, equ,pment ma;n1en~nce, printing and maia~g ser;.ces, and tele-::o-nmunicalioo~, lo 1ndiloidual furds 
The adJUStlnan~ W' m!!mal !'!'II ee fonds "dose" tl1Csa forOO by rha·9 ng addmonal l!lf)()Ul'll~ tc parbcipat,ng 

glvemmen:al actr;il-e,; lo x,mpJelefy co,,er the ir1ern1! seNice fonds' COS1$ Im tr>e year. 

;£) Lease payments on Ille Moscone Convention Cenlef \note 8) are r!ll)Ofli!d aG a c~Hure am recreaXm expertd1\ure 

in \l,e governmertal fL..'\d$ and, thus, have lhe effect of feCllt,ng l,,,rd balanca bel.luse CJJrrent linooc,a! resources 
rnive t,een used For 1he City 3$ a w'iale, h:r,,e,,er, 1N! pn~opal payme<its reduee Iha l,a~!t1 in the slatement of net 

a,sets and de not result ma, expense in ITT8 Afa\e,,ient of acikities. TM City's caprlal eaSI! o!!hgaron was red,ioa1 
because r,1ric1pa! !)oyrner'ls wm, made to \esrM. 

J o:al pwperty rP~! paymanls 

Bond issuance co~ts are e,pended ,n govemirenlal !Jnds '<\fl~n p,s1d and are Qlpilaltied and arnott<cd over lite 

100 of the corresponding bo'ltls for pvpcses o! the slatemer! o' acl.i'/'1,es 
Berni ,ssuance costs 
Amort1tal!OC1 of band ,~suar,r2 ;cool,; 

Q;ffflffi<!Ce 

60 

9,069 

~ 

~ 

19)58 

{1r,5))2) 

$ (D7,2!4) 

1£8,110 

(&&.7?&) 

191 
(1 122) 

$ 9832 

$ 1!!,915 

1,933 

_Elli 

$ 1.13j!_ 
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Bond prem,ums a~d d1sewnt~ are exp!!Ml!d n 1he go¥!!'1mental funds when the baoos ars issued, and are 
cap,talied 1111he sta1emen1 ol net assets This is !he amoonl ol p,em,uns caprtallred d~l'!Flll the currem periocL. 

Repa~men: o' bood ~tilopal IS reporte,1 as expendm.lfe!; in 9()'1e"'mental hmrl~ and, lh~. tlilw lhe d'IJCt al 
ieduc:irlg fund balance because corre'lt fW1ncia1 r~ourw, t\ilve been u5ed. for the City as ~ wholt, how!r;~r 
Ifie pnrn:a~ papr.erls reouce tile h;;ibilll.$~ in tilt s\atemeol ol net 3$m$ and do no! rw.il! n ~penses in the 
stl!eme!lt m ict,.t.es 1 ~e Ceys ~OO(l&O 0001 wu reauc:eo uecause pnr,:,~ p11¥111E!l\5 '"""e mooe kl bood 

holder5 

Prin~ payments made 

Sond and loan p;,x:ceds and ea;rtal lea5!!!; all! reported ai ml!fll ~~anc:!119 sources ;n go,;emm1111tal !unds al!d lhU5 
cwtribule 1, Ille c~arlgS ., fund balan~ In !he 9(IW!<nmeo~w,JQ stalel'!\al1!~ hall'e~t. '5&llll9 deb! increases IOlll)-terrn 
lii!blltie$ in lh, ~Wment al nl!I aMfflS and de not aN<!ct tt,e slatemen! ol i1di~1!ies. Pfooeeds Wi1ffl reoeiwd from 

Gern!-alohligat,on:ionds 
L::;:.1; 

l•lcrest expen;e n the Wltement of 11C!ll'i!ie5 dlffter$ lrom the amount fe90!1ed ir gomr,menlal fund~ bec.3-ise {1) 
addiOO~I accrued and aci::ra1ild interest was calcul.lted f()( boods. nows payable an;l c:aprla! leai.es. (2) 
:niort.?ol>on of bond dlS<:OUnts, pierni,;ms and re!undmg lo™s \!fflich are expended wittiin !ht fund $la.tementi, and 
(3) additoaal m!ere$1 expen!e was recog~iied M (1'1(1, 8ccrual of an arbrtra~ rabll!e 1.a.billfy whch will r,o1 be 

!\'CQIJl'l'led m tt,e !}<)"ernmental fl.nd~ u~ !he liaNlrfy is due and payable 

rtecrease 1r accrued rnilrest 
!Merest paymenl on capital lease ~bbgl!bons on \he M<l!COM c~ cemer 
Jl.mc'liuli<)ll of bond prerracrrn!, rltwxmts a<ld re!Ufld;ng IMOOS 
Ir.crease n arl:>~'"9':' mba!e liabihty 
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BUDGETARY RESULTS RECONCILED TO RESULTS IN ACCORDANCE WITH GENERALLY ACCEPTED 

ACCOUNTING PRINCIPLES 

Budgetary Results Reconcif{ation 

fhe budgetary process is based upon accounting fol w1tain liansactions on a b;:isis olhcr thnn generally 
accepted accounting principles (GAAP). The results of operations are presented in the budget-to-actual 
comparrsori statement in accordance with the budgetary process (Budget basis) to provide a meaningful 
comparison with the budget 

The major differences between the Budget bas,s "actual" and GAAP basis are timing differences. Timing 
differences represent trarsactions !hat are accounled for in different periods for Budget basis and GAAP 
basis reporting. Certain revenues accrued on a Budget basis have been deferred for GAAP reporting. 
These primarily relate to the accounting for property tax revenues under the Teeter Plan {note 6). 

i~,<- f,.,-;d ~a:ar,cc of !he Gcracro! Fund o::: :::f ..!'..lne 30. 2006 0:1 a Budge! b~sis !.,; r':'".'ondl .. rl tn thP f,mrl 
balance on a GAAP basis as follows {in thousands): 

Fund Batance . Budget Bas,s. 
Umeal1zed Gainsl{Losses) on Investments 

Cumulat111e Excess Property Tax Revenues Recognized on a Bud;iel Basis. 

creierred Charges and Olher 
Reserved for Assets Nol Available for Appropnat,on 

Fund Balance • GAAP Basis. 

General Fund Budget bas1, fund balance al June 30, 2006 IS composed of the fallowing {lrl t'lousands) 

Reserved for Rainy Day· Economic Stab'li1ahon Reserve 
Reserved for Rainy Day - One-Time S~nding Acc""nt 
Reserved for Encumb1ances 
Reserved for Appropriation Carryfoiwarj 

Reserved !or Subsequant Yeats' Budgets 
Baseline Aflp•opriation Funding Mandates 

Budge! Savings lnc&~bve Program 
BJdget Savings 1no,ntiv., ProgralT' • Recreation al'ld Palk 

Lit,gaijon 
Salaries and oeoofts costs (MOU) 

To!al Reserved Fund Balance 

Designated for L,tigallcn and Gonlmgenc1es .. 
Unr1:1Sei'Ved, \lndesognated Fund Baiance

Ava,lable for Appropriation 

Total Unreserved Arlounts. 

r und Balance June 30, 2000 - Budgl:l! bas·~ 

97,91') 

24 066 
38,159 

124,009 

5.232 
2,623 
3,366 
2,877 

13.349 

20.an 

145,582 

General 

'""' 478.001 
(562) 

(23,BOO) 
(3 067) 

10}10 

461,276 

$ 311.596 

166,405 

478,001 

Of !he $145.6 ,n,lhor, unreserved, undesian;itP.d fund balance - available for appropriation, $99.5 mi!llon 
has been subsequently appropriated as part of the General Fund budget for use in fiscal year 2006-2007. 
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DEPOSITS AND INVESTMENTS 

(a) Cash, Deposits and Investments Presentation 

Total City cash, deposits and investmen!s, al fair value, are as follows (dollars in thousands)· 

Oepo,,t,, •nd ;,,...,,t...,n!• w~h 
Clfy"TtMSU,Y 

Oep,,,,~• end 1.,..,,,1,,,..ri's ouls d~ 
C,tyTr<,a,w,y 

Res1ricted aose!O 

O~pos,t,, and lcv~slmo<>W wilh 

C11y Treuu,y . 
De,<,s,ts and lnves~n.or1t• outside 

C,fyTr&a,o,Y 

lme,,t•d ..,c,,,,~,.,. ieooir>g co11at•ta1. 

"Total dep.,,..t• &!l~ ir>,e,lment, 

Ca,~ and depo511s 
1n,estm,ents 

Tomi a&l)<)Slts and ,oveslrM<lts 

.1"<1,...!LQ..o""'1l ..... !.n.t 
G,:,,,.....m•nt;,I llu .. ineU·lfP• 

~~ 

• 1 511.9J6 • Ge1,9cl5 

45,685 9,756 

672,143 

J10,J9? 

' 1,560,$21 • 1 674 235 

• (50.915) • "~ 
1,611.7:16 1,668,600 

' 1,56G,!121 • 1 6?4 235 

• 

F!duclo,y 

fu~dt 

12J.M2 

14 643,227 

2040.an 

s 17.40?,ga2 

• 22 711 
1'1.~5.211 

S 17 407,982 

"TOia! 

$ 2,917J5J 

U.701,810 

672.143 

3103~9 

~ 

$ 20,643,038 

' (2:2,775) 
20,66S,B13 

$ 20.643,038 

C<>mp<>nenl 

~ 

• 1 ?63 

,ag o,s 

99,210 

~ 

• 13,07? 

~ 

~ 

lncil!Oes dcPo•~• aM IWfflW....,nt,\\mh in., C!!y TtMoorycr!OIIM gow,mmenl,ll funds ($1,503,993) ~M ln!erNOI seN~ 
fur>do($7.~43) 

lcdt>d"" depo&l!s ar.<I imeS!rr,e'll.S wi!h !ha C,,y "Tr,,aacry <>l !"'"'""" and oll'w "rr"PIO/H bMfl~! trust funds ($70.351), 
•meo!men! truol ftmd (S553,370J and agency 1\lod• {$100,125) 

1,,el\ldu <fflpe.s.!• 3n<I lnw,.,1n1.,,1111 oui••le lh" afy r,.,,,,,wy Ill ,01~1 .,,,,errmerMI lunds ($2l,7S~) ...,d ir>lema· ,eNlce 
lunds {$25 11~) 

(b) Cash and Depogfts 

The Ci!y had cash and deposits at June 30, 2006, as follows (in thousands): 

Prim~!? Govemmt11t ~mmtUnits 

Governmental Bu,!ness·lype fiduciary 
Ac:ti•kiH Actlvithts fund~ 

Carrying .... Colrrying Bank ~rryFllg ... ,. Carl)'in9 .. ~ 
Amounl Bala!!(:• Amoonl Smnt11 Atnoonl Sal11nee Amount Silinu 

Ca;h °" haod .. 
~ -,~~ ~ -,~~ -,~~ -,~~ -,~~. -,~~ 

f&:klralj>ins,.•eidfl;,o.s~, MO ""' "' "' ,oo ,oo "' m 
Ccllioleralt!+:ld.l,to!lls' (53,705) 22,91' 1W '" 3 752 3,752 """ 14,359 
t;nin:wred and 

uicialeraile<l. S00 500 4,119 ),999 18.659 1~.!!59 
S (5J,9'5) ~ ~ ~ s 22}11 $ 21.111 $ 11,011 $ 14,SJO 

• Under lne Cily's cash management policy, investments are corwcrtoo to cash as checks are presented for p.:,yrne111. Al June 30, 
2006, lhe carrying amount ol o;,ll;>ter;>lized depOsits hlls beM reduced by the amourn of oulsta!ld;ng checks of apprnx,malely $78 
m!llloo. Of !he Sl8 million or outs1andlng checks. $6.2 rn!ll!(m re!alm to the San Fraricisco Un med School District and Co1'1mum!y 
Collego !'.Jjs1.-1ct, whkh ha"" be"n reflected In an irweslment lrt1sl fund. 
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Custodial Credit Risk w Deposits 

Custodial credit risk for deposits 1s the risk. that, 1n !he event of the failure of a depository financial 
institution, the City will nol be able to recover 1!s deposils or will no! be able to recover collateral securities 
that are in the possession of an ouh;idti party, The California Government Code, the Cily's investment 
policy and the Retirement System's inveslmenl policy do not con!ain legal or policy requirements that 
would limit the exposure to custodial credit risk for deposits, other than the following provision The 
California Government Code requires that a financial institution secure deposits made by stale or local 
governmenlal units by pledging securities in an undivided collateral pool held by a depository regulated 
under state law (unless so waived by lhe governmental unit). The market value of the pledged securities 
in the collateral pool mus! equal at leas! 110% of the total amount deposited by the public agencies. 
California law also allows financial inslilulions lo secure City deposits by pledging firs! trust deed 
mortgage notes having a value of 150% of the secured public deposi!s. In add1!1on, !he City's investment 
policy states that mortgage-backed collateral will not be accepted. As of June 30, 2006, $2.00 million and 
$15.1 m1ll1on of the business-type activiti-Os and the Retiremenl System's bank b;:il;mces, respectively, 
were exposed 10 custodial credi! risk by not being insured or coll.ateral1zed. 

(C) Investment Policies 

Cash and Cash Equivalents 

The City's cash and cash equivalents mciude all highly liquid investments and are considered lo be cash 
on hand, restricted assets demand deposits, and short-term investments with original maturities of three 
months or less from the da1e of acquisition. 

Treasurer's Pool 

The City's investment policy addresses the soundness of financial ins!itutions in which the City will 
deposit funds, types of investment instruments as permitted by the California Government Code, and the 
percentage of the portfolio which may be invested in certain instruments with longer terms to maturity 
The objectives of the policy, in order of priority, are safely, liquidity, and yield. The City has established a 
Treasury Oversight Committee (Oversight Committee), comprised of various City officials and 
represenla!tves of agencies with large cash balances, to monitor and review the management of public 
funds maintained in the investment pool in accordance with Sections 27130 to 27137 of !he California 
Government Code. The Treasurer prepares and submits a comprehensive investment report lo !he 
members of the Oversight Committee and the investment pool participants every month. The report 
covers the type of investments in the pool, maturity dales, par value, actual cost. and fair value. 

Al!hough the California Government Code and 1he City's investment policy do no! limit the amount of City 
funds that may be invesled in treasury bills and treasury notes, purchases of treasury bonds are restricted 
to a maximum of five percent of the totat portfolio at the lime of purcl1ase. Further, the California 
Government Code does not limit the amount of City funds that may be invested in federal agency 
instruments. However, the City's Investment policy requires that Investments in federal agencies should 
neither exceed 60 percent of the total portfolio al the trme of purchase nor have a weighted average 
maturity in excess of 270 days. If it exceeds 270 days, the lo!al should not exceed 30 percent of the total 
par value of the portfolio. The investment policy also limits each type of agency instrument 

The City's investment policy also limits the purchaso of negotiablP. certificates of deposit to the five largest 
domcs1ic commercial banks that have demonstrated profitability in their most recent audited financial 
statements at the time of purchase. In addition, lhe investment policy requires that public time deposits 
be made only at approved financial institu!1ons witll at least one full service bran<:h within the 
geographical boundaries of the City. and that they yield a minimum of 0.125% higher than equal maturity 
U.S Treasury instruments The investment policy restricts exposure to $100,000 for all savings 
institutions and requires that each deposit be fully guaranteed by the Federal Deposit Insurance 
Corporation. The investment policy also requires Iha! commercial bank deposits be made on a 
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compe!itive basis with risk exposure based on financial statements and related information gathered on 
each individual bani,;, 

Also, the California Sta.le Government Code requires that !he Treasurer purchase only domestic 
commercial paper with malurities nol lo exceed 270 days and !hat the issuer must be rated m the highest 
ranking by at least one of the national rating agencies. However, the Treasurer's investment policy is 
more restrictive in that It requires that the Treasurer purchase only domestic comme1c1al paper with 
maturities not to exceed 180 days. 

The table below identifies the investment typos that are authorized for the City, along with the related 
interest rate risk and concentration of cre<lil risk. 

Maximum lhxlmum 

Maximum Perc&ntage Investment in 

Authorized Investment Tl!!" Maturit:t of Portfolio One lseuer 

U.S Treasury 8,lls "'' None Nore 

U.S r,easu,y No!1111 '" None Nor,e 

U.S. Treasury Bonds '" 
5,,. ;,,,,_., 

U.S. Agency Secuflt,es N'A SO% None 

Cof!'me•cial Pape, o;scounls 160 (lays '" IO'r. 

Negotiable Ce<tifica!es of Deposit 5 years '" None 

Public fjr11e Oepoell 1 year None None 

Public Demand Accounts N'A None None 

Ban~er; Accep1ance,i. 180 days '°' )0% 

Repurchase Agreements 30 days None Nore 
Reve,se Repur~ha1111 Agrnemenls 45 days "lone $75 m,11,on 

The Treasurer also holds for safekeep·ng bequests, trust funds, and lease deposits for other City 
departments. The bequesls and trust funds consist of stocks and debenlures Those ins!ruments are 
valued at par. cost, or fair value al the lime of donation. 

Other Funds 

Other funds consist primarily of deposits and investments with lrustees related to the issuance of bonds 
and to certain loan programs operated by the City. These funds are invested either in accordance with 
bond covenants and are pledged for payment of principal, interest, and specified capital improvements or 
in accordance with grant agreements and may be restricted for the issuance of loans. 

Employees' Retirement System 

The Retirement System's investments are invested pursuant to Investment po'icy guidelines as 
established by the Retirement Board. The objective of the policy is to maximize the expected return of 
the fund at an acceptable level of risk. The Retirement Board has established percentage guidelines for 
types of investments to ensure the portfolio is diversified 

The investment policy permits investments in domeslic and 1nlernalional debt and equity securiltes: real 
estate; and alternative 1rweslmenls, which include investments in a variety of commingled partnership 
vehicles. 

San Francisco Redevelopment Agency 

The investment policy of the Redevelopment Agency is governed by Article 2 of the California 
Government Code (Code). Investments are restricted to certain types of instruments and certam of these 
instruments are only allowed within limits. The Code permits repurchase agreements, but revase 
repurcliase agreemenls require the prior approval of the Agoncy Commission The Agency does not 
participate in reverse repurchase agreements or other h1gh-nsk investments as defined by the Agency"s 
investment policy. It is the Agency's intention to hold investments until ma!unty, unless earlier liquidation 
would result in an investment gain. 
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Cerlain inveslrner.ts of t~e Agency are in !he Local Agency Investment Fund (LAIF), LAIF ·s sponsored 
by the Slate Troasurer and µrnpares its mark.el value report detailing the carrying cos:! and !he estimated 
fair valJe for tre entire pooL The Agency has used a multiplier provided by LAIF lo determine estimated 
fair values. In addition, the Agency has investments wi!h trustees. These 1nvestmon1s are restricled by 
various bond covenants and ore pledged for payment of principat interest and specified capila! 
improvements. 

(d) Investment Risl<s 

Interest rate risk is the risk that changes in market interest rales will adversely affect the fair vahm of an 
i11ve;;lrnent. Generally, tt',a longer :!le mD\1.;rity of vn in·,c:;tmont, the grca!ur the eensi!ivi!y of i~s fai• va!ue 
to changes in market interest rates. The following schedJle indicates: !he interest rnte risk of !he City's 
investments as of June 30, 2006 (in lhousands). The Employees' Retirement System's in1erest rate risk 
mformaHon begins on page 69 
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One of the ways that the Treasurer manages ils exposure lo interest rate risk is by purchasing a 
r.ombination of shorter term and longer term mvestments and by timing cash nows from maturities so that 
a portion of the portfolio is maturing or coming Close to maturity evenly over time as necessary to provide 
the cash flow and liquidity needed for operations. All security lransaclions including collateral for 
repurchase agreements, entered into by the Treasurer are conducted on a deliver-versus-payment basis 
pursuant to approved custodial safekeeping agreements. Securities are held by a third party custodian 
designaled by the Treasurer and evidenced by safekeeping rei::eipls. 

As a means of limiting its exposure to fair value losses arising from rising interest mies, the Agency's 
investment policy limits investments to sec1..1rilies wilh short maturities, such as the following' 

The maximum matur!ty of commercia! paper is 180 days. Investment in commercial paper will 
comprise not more than 30% of the Agency's portfolio if average maturity is no more than 31 
days or 15% if average maturity is more than 31 days. 

The maximum maturity of corporate notes is five years. lnvcs!menl in corporate notes mey not 
exceed 15% of the Agency's portfolio 

Credit risk is the risk !hat an issuer of an investrnenl will 1101 fulfill its obligation to the holder of the 
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating 
organization. 

Presented below 1s !he minimum rating required by the California Government Code and the City's 
investment policy and the actual rating as of June 30, 2006 for each investment type in the City's 
Treasury, 

Standard & Total 

lnvettmenl Type 
Minimum L•glll 

R1Unj_ 
Poo,'l 
Ratln_a 

lnve5lmtnl 
Portfollo 

9% 

'" '" '" '" 

U.S. Tr&a"SUrYElill$ 
U,S Treasury Notus 
u S. Agencies 
Commercial Paper 
Negotiabht Certificates of Oeposlls 

NIA 
NIA 
«A .. , 
NIA 

.. , .. , 
A-1 
A·1 .. , 

As a means of limiting Its exposure to credit risk, lhe Agency's investment policy limits Investments to 
high,quality securities w•th an investment grade of A or belier, and maintaining a portfolio diversified by 
type and issuer. 

Investment Type 
US Agent,a•. Coupon 
us Agencia~. c;seoun1 
Comme,c;al paper 
R<Jporchase ag,eeman!s 
Slate I ocal Agen;;y lnves!m ent Fund 
Money m a,~et r, utu.~I fund a 
Guaranteed in~es!ment oontrac1s 
Bankers acoep!anoe, 
ce,t•hcales of depo~;1 

cr,d!t 
R1tln...11s 

AAA 
AAA 

A-1/P-1 + 
Not rated 
Not rated 

AAAm 
AA or Higher 

Not rated 
N<A 

Total 
Investment 

P<Htfollo 
,1% 
<% 
<% 
,% 

1'% 
36% 

" " " 
Custodial credit risk for investment$ is the risk that, in the event of the fmlure of the counterparty to a 
transaction, the City will not be able to recover the value of its invostmenl or collateral securities that are 
in the possession of another party, The California Government Code and the City's 111vestment polk;y do 
not contain leg<:11 or policy requirements that would !lmit the exposure to custodial credit nsk for 
investments: however, it is the practice of the City Treasurer that al! investments are insured, registered 
or held by the Treasurer's custodial agent in tho City's name 
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The Agency does not have a formal investment policy for custodial credit risk for investments. As of June 
30. 2006, $1.3 m1l!ion of the Agency's investments arc uninsured and umegistcmd. 

Concentration of Credit Risk 

The City diversifies its portfolio by limillng 1he percentage of the portfolio that can be invested many one 
issuer's name. U.S. Treasury and Agency securities are no! subject to single issuer limitation. More !han 
5 percent of the City's inveslments wilh the City Treasurer are in the Federal Home _Loan Mortgage 
Corporation. Federal Home Loan Bank, and !he Federal National Mortgage Association These 
investments represent 9 percent, 7 percent, and 6 percent, respectively, of the Cily's investments in U.S. 
Agencies. The City's investments in commercial paper are with Bank of America, U S. Bank, and Union 
Bank, with Bank of America representing 15 percent of the total 22 percent investment in commercial 
paper. The City's investments in negotiable certificates of deposit are with \'Velis Fargo Bank and Bank of 
America, w1\h Wells Fargo Bank representing 11 percent of the total 18 percent investment in negotiable 
cerHicates of deposit. 

In addition, more than five percent of the Airporl's investments with its trustees are In Federal Home Loan 
Bank and Federal National Mortgage Association. These investments represent 51 percent and 48 
percent, respechve!y, of the Airport's investments with its trustees. The Finance Corporation's 
investments w1!h its trustee are held in Federal Home Loan Bank for 19 percent and Federal National 
Mortgage Association for 20 percent. 

(e) Treasurer's Pool 

The following represents a condensed statement of net assets and changes in net assets for the 
Treasurer's Pool as of June 30. 2006 (in thousands) 

Statomonl <>I N~I A~~8b 
Ne! asse!$ held in 1ruM for ;,II pool parhci;,anrs 

lcQUl'Y of orl!ercal rool pa,1ac11""'IS 
Equity of ex1iw,a! 00,:,1 po,:icipan'.s 

To!a!e~ulty 

Stal•m•nt <>f Changu In Net Auel• 
Ne! a~nl• a! July 1, 20C5 
Nt1t change in !nveslfl'ants by pool pa,1'c,pan!• 

'set assets a\ June J:l, nc6 

3~164 

J,043,122 
:,~ (~44;); 

~ 

2):126,140 
763,024 

~ 

The following provides a summary of key investment information for the Treasurer's Poo! as of June 30, 
2006 (in thousands): 

T1£.e> er lnves!_"!enl 

US government secunti1rn .... 
I aderal a9e~c es 
N~11otiatl!e cer1d,co1e of depos,ls 
Comme<ehl paper 
Publit t.me !loposols 

.!:W!L_ 

4 42% - S.16% 
465%-521% 
'02% • 5.28% 
5 00% • 5.32% 
3 00% • SAO% 

Carry·n;i amounl of depos,ts in Trnasurn(s Pool 

Tolal cash Jn,1 investmants ir, Traa~urn,·s Pool 
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Ma!mitoes 

0 (106106-0313 1108 
07'05!06·02123/07 
07103i06·0812J/06 
07105106-08122166 
O Tl !6,06·0610il/07 

Par Value 

.$ 1.412,000 
810,000 
640,000 
620,000 

~ 
3,657,20!): 

1,393,306 
300,839 
639,895 
812,472 

4~934 

3.651.446 

(60,787) 

3,591.164 
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(t') Retirement System Investments 

The Rc!ircment System's investments as of Jtine 30, 2006 are summanzed as fallows (in thousands): 

Fixed Income Investments: 
Short-lerm bills and oolea 

Debi securities: 
U.S. Gowmment and agendas 
U.S. Corporate 
1ntemational government 
International corporate 
Subtotal debt securities 

Total fixed income investments 

Equity securities: 
Domestic 
:;;tcmnL:,~a.' 

Total equity securitl!!ls 

Real estate holdings 
Venture capital 
Investment in lending egent's short·lerm investment porn 

Total Retirement System lnveatmenta 

Interest Rate Risk 

943.!.168 

1.151,022 
2,080,693 

329J92 
108""395 

3,669,902 

4~070 

4,300,868 
? ~QR 707 

7,197.575 

1,316.852 
1,492.752 
2.040,873 

16,661, 122 

The Retirement System does not have a specific policy lo manage interest rate risk. but requires 
investment managers to diversify by issue, meturity, sector, coupon and geography lnveslment 
managers retained by the Re1irement System follow specific: investment guidelines and are evaluated 
ugains! specific m:;irkel benchmarks that represent their investment style. Any e~emption from general 
guidelines requires approval from !he Rehrement Board. 

Below is a table depicting the segmented limo distribution for fixed income investments based upon the 
expected maturity (in years) as of June 30, 2006. 

Lt<'IS thall 

Investment Tl£! MnetVa!ue ~ 1..fl~an s.10 .,.an 10+yean 

Asset Bad<.ed Securities ' 82,077 • • 4,176 • 6,537 ' 71,364 

Commefclal Mortga')'.'"Baci<ed Securities 469,713 11.577 43.743 414,393 

Commercial Paper 1,116 U16 

Co,pon11e Eland~ 511,778 73.035 202,833 202,684 83.226 

Corpofale- Go1t1erhbffl Boods 178,396 ;~ 18,961 f,486 151,194 

Gc11t1mmen1 Agencies 315,860 298.281 13.319 '"" Gcwmmenl B0<1ds 915.;?!U 174~ 551.438 174.627 171,750 

Gcvemmen1 Mortgage-Backod SecuritMts 178,824 ,oo 178.626 

Index Linked Government HW<:l$ 57,720 100 25.~ 31,996 

""" 16,344 1:..344 

M"":l"'J"" 69.576 31.053 12,0$ 26.424 

Municipal/Prov,ncial &r,ds 8,252 4.385 3,8'."1 " Noo-G:>vemment Backed Collateralizl'!d 

Mortgage Obligat>oos 99,106 ,oo 9,575 2,2:(l 86.Bll1 

O!he< FOJ:ed ln<:Ol"l"le 3.000 3.000 

Short.term B·lts ~nd Noles 75,114 ~ 
Toi.al s 7,9a1.H2 ~ s u~r.rag • ~92.J17 ~220.164 
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The Retirement System's f:xed income managers are limited w1!hin their portfolios to no more than 10% 
exposure in any single security, with !he exception of United States Treasury and government agencies 
The following table illustr<'fes the Retirement System's exposure to credd risk excluding obligations of the 
U.S government and those explicitly guaranteed by the U.S. government as of June 30, 2006 {aMounts 
in thousands): 

1,,utmenlll'.2! folrVliilt 
- M < ~ ' No!~111< 

A>;otB,c!O'JS<>(>rla!• • ian ~-.---.-- ~~ ~\ 

r.,,,,,,_Moo1<Jago·SarJ;!!<l ~S7"3 Mlre rn.~'.lO 10 19~ 11i,WI •2.~o 9<1< .. l!ll)'S 

Co;:,c'lllll 8o00! l'.195642 1;100 1H23 >UH n.10 ll5Jre~ 11~.·~ ltl!Ol oc,m 
COCJO'll1!C0<1<trtbll!lr,nq, 17!JOO H:l-1 1J,i;i( ?\1ll 10W ··-·~ '"' !l.!t1 

~otA,...ct., l<!&ll() 1~11;(1 HI! ,,, 11.111 

(l-ritBc:ll<k Jl'MI 14l&OI 11.!I! OS,Yill ,,m nl:6l iono m 2H1~ 

~o!Mol~·Botlied~I 1!1!13-1 16HH 

~dol.>1'-"0Gov<mrneA!So'>dl 11g!)5 1,m !_&ff -· 1ll<l! ,11.413 

Vur'°l]>IP~Sc,>01 ;;s; ·~ "' N...i;"""1rn""l!a,cj;'1C,;t,,1et>111•; 

Cola:"a"edl,l;:,,i9;tJ! o:...;;,,~,r~ S'UC\ 2!:it.' "' "' O:>ll (42! l'lt 01,!<'l 

Olh,<i:>'<•dl""""' ll.~ 16,'.>I< 

:.h<,1-lo<P,~,"'1oo!" ~ --- --- --- --- ------~ 
lol>I ~~$8,J.I!! S'Mi53()~.~~!-C1 1•!7ll! ~ll','.;4~ 

The ratings are the lower of the ratings by Moodis Investors Service (Moody's} and Standard & Poof's 
(S&PJ Investments not rated by either Moody's or S&P are shown as not rated in the above table 

Custodial Credit Risk 

The Retirement System does not have a specific policy addressing custodial credit risk for investments, 
but ii is the practice of the Retirement Syslem Iha! al! investments are insured, registered, or held by !he 
Retirement System or ils ;igent in the Retirement System's name. As of June 30, 2006, $5.7 million of 
the Retirement Systerr,'s investments were exposed lo cuslodia! credit risk because they were not insured 
or registered m the name of the Retirement System, and were held by the counterparty's trust departmen~ 
or agent bu! not in the Retirement System's name, 

Cash received as securities lending collateral is invested in a securities lending collateral •nvestment pool 
and is not exposed to custodial credi'.. risk 

Foreign Currency Risk 

Foreign currency risk is the risk that changes in foreign exchange rates will adversely affect the fair value 
of investmen!s. As of June 30, 2006, !he Retirement System was sub1ected lo foreign currency risk To 
mitigate this risk, the Retirer.ent System's investment policy allows internat,onal managers lo enter into 
foreign currency exchange contracts limlled lo hedging currency exposure existing In the portfol10. The 
Retirement System's exposure to foreign currency rlsk derives from ils positions in foreign currency 
denominated internahonal equity and fixed Income inveslmenls The Retirement System's nel exposuie 
to foreign currency nsk is as fojlows (in lhousands)· 
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Cllrrenty 
Argentine peoo 
Australian dollar 
Braz:1han rnal 
Bril•sh pound sterling 
Canadi;;,n dollar 
Chilean P"SO 
Chinese yuan renminbi 
Ciech koruna 
Da'l,sh krone 

Egyptian pound 
Euro currency 

Hong Kong dollar 
Hung111iar forinl 

Indian rupia~ 
Japanese yen 
Kaiakhstan tenge 
Malaysian ringgrt 

Me~1can fl'l'SO 

New b.ra"'1 shekel 
N,r.1;1 Romanian Leu 
New TaMlan dollar 

New Zealand doMar 

Nigerian naira 

No,wegian ~"'"'" 
PeruvOfln nuevo sol 
Philippine peso 
Polish zloty 
RussiAn ruble (neW) 
Singapore dollar 

South Al11can rand 
South Koraan won 

Swedish k1ona 
Swiss flan,: 

Thai bah! 
T utkish lin, 
Uruguayan peso 

Total 

CITY ANO COUNTY OF SAN FRANCISCO 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2006 

Cash 

157,323 
(3.l'i1ll) 

192,440 
133,921 

3,617 
80,555 
(2.991) 
(2.181) 

" (508.1~8) 
(8.632) 

50 
(2451 

(1 848) 

63 

"' '°' 5,004 
9,)4J 

(39.204) 
10 

57.698 
831 ,os, 

T 795 
10167 
10.112 
(2,214) 
(1,144} 

{28,950) 

46,331 
(2,749) 
4,095 ,. 

120,186 

Equity 

72,271 

19,S13 
427,263 

94,641 

7,729 
19.690 

1.777 
795,899 

86,565 
5,920 
3,040 

624.967 

17,039 
9,135 
8.(145 

2,509 

21,475 

10,553 

19,032 
43,487 

100,929 
37,402 

149,627 

10,996 
3,312 

~ 

Flud Venture 
ln~ome- Capital Swaps 
~ -,~~~ -,~~-

2,467 8,092 
47,495 2.783 
14,679 

""' 
109,050 

86,849 

3.269 

3, 137 

~.995 
6,113 

1,151 

2/2~ 

286~339 

2 233 
113,130 

9,390 
1,435 

4.155 

2,444 

125,303 $ 18 359 

Total 
4,621 

229.594 
26,514 

669,981 

24:1.447 

3.617 
80,555 

4,7)8 

18.297 
4,026 

509,941 
77.933 

5,970 

2.795 
719,358 

1,43.~ 
17,102 

12.517 
9.054 

5 "°" 
9,'.343 

{33,558) 
4,165 

79,173 
831 

3,056 
24,343 
18.724 
29.144 
41.273 
99,185 

9 "" 19fl.958 
8.247 
7,407 
2J71 

3,146,164 

Investments in forward currency contract inveslmenls; are commilments to purchase or sell stated 
amounts of foreign currency. Changes in market value of open contracts are immedialely recognized as 
gains or losses. The fair values of forward currency contracts are determined by quoted currency prices 
from national exchanges. As of June 30, 2006, the fair value of open contracts is reported as liabilities 
and can be summarized as follows (in thousands): 

Pu1chase contrActs 
Sales contracts 

Net fair value 
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$ 6,808,465 
(6,821,290) 

$ (12,825) 
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The Retirement System utilized these contracts to hedge (or decrease) !he currency risk of foreign 
investments, lo increase irwcstmonl exposure in foreign currencies beyond the amounts reported as 
international investment securities, or to settle trades. Additionally, contracts may be used to effectively 
cancel previous contracts. The impect on market risk of these contracts can be summarized as follows 
(in thousands): 

Contracts 1asecl !o hedge or to set!!e trades. net 
Contracts used to increase investment exposure in a 

foreign currency or lo soltlo trades. net 
Nelfair value 

Securities Lending 

$ (1,387,002) 

1.374.177 
$ (12 825) 

The Retirement System lends U.S. government obligations, domestic and international bonds, and 
eouitles to various brokers with a simultaneous agreement to return collateral for the same securities plus 
a fee in the future. The securities lending agent manages the secvrities lending program and receives 
securities and cash as collateral. Collateral cash is pledged at 102% and securities at 105% of the fair 
market value of domestic securities and non-domestic securities lent There are no restrictions on the 
amount of securities !hal can be lent al one time. The term to maturity of the loaned securities is 
generally not matched with the term to maturity of the inves!ment ot the said collateral. 

The Retirement System lent $2,350,346 In securities and received collateral of $364,213 and $2,040,873 
1n securilies and cash, respectively, from borrowers. The Re!iremenl System's securities lending 
transactions as of June 30, 2006, are summarized in the following table (in thousands): 

FairVal~ol Fair Value of 
Loar1$d Ca$h Non,,.Cash 

Security Type Seeurttlei. Collateral Collateral 

Secu-ritieS'LOaned for Cash Coilat.irnl 
----···--

International Corporate Fiired • 5.650 ' 5,842 
International Equi1ies 416,082 428,695 
lnternatio~al Government Fixed 23.431 23,954 
US Agencies 321.877 327,556 
US Corporate F,xed 158,598 161,201 
US Eq1ai!ies 514.048 523,569 
US Government F,~ed 560,925 510,055 

Securities Loaned With Non.Cash Collateral 

ln1ernational Equities 275,659 287 816 
lnlemat1onal Government Fi~ed 43,837 45,547 
lntemat,onal UK Giit 6,314 6498 
u S Agencies 2,!112 2.859 
US Cmpora1e Fixed 7,162 7,278 
US Equ1:ies 10.297 10.479 
US Oovemmenl Fixl"Xl ),674 3.736 

Total $ 2,350 346 $ 2,040,873 -·-~,213 _ 

The Retirement System does no! have the ability to pledge 01 sell collater,ll securities unless a borrower 
defaults. As of June 30, 2006, the Retiremel)l System has no credit risk exposure lo borrowers because 
!he amounts the Retirement Sys!em owes them exceed the amounts they owe the Retirement System. 
As with other extensions of credit. the Retirement System may bear the risk of delay in recovery or of 
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rights in the collateral should the t>orrower of securities fail financially. In addition, the lending agont 
indemnifies the Retirement System againsl all borrower defaults 

(g) Supphmlental disctosure of non-cash investing, caprtal and financing activltle$ 

San Francisco lnteml_ll]Q[lal Airoort 

During the fiscal year 2005·2006, the San Francisco International Airport (SFO) issued Second Senes 
Revenue Bonds Issue 33 in 10 separate series. The $467 million !n proceeds were deposited 
immediately into irrevocable trusts lo refund certain revenue bonds previously issued. 

Other Non-Cash Transactions 

The following represen!s !he other non·cash transactions as of June 30, 2006 (in thousands): 

.,,,.., .... ,....., 
1 .. ,ol-Mqllll ... o!..,iltl_ .. __ 

,..,-,..ieaptoll,,.,.,,. 
,~ 

~ ·-... -.... fllll<!t<4 -~Hil!llly ~ -,f.,ngt~ U9I"" -
- Wiit, Wlffl llodlai! _, hriol - St,,,.. TOii! 

~ l~ Ct«!t• F""'"'" ~ f- 2t11 -.---.--~ -.---.---.---,-,,, 
10:1<1 1M41 

in~ ~ 3i'll ;ooi G,~ 111t> ·•i t% •uo 
, ~Zlll ~ t 1111 1 1!>81 ; __ u~ i 11~1 1 ·,1 t 1'1'i t 0011~ 
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The City is responsible for assessing, collecting and distributing property !aJ1:es in accordance with 
enabling state law Property taxes are levied on both real and personal property. Liens for secured 
property faxes altach on January 1<1 preceding the fiscal year for which taxes are levied. Secured 
property taxes are levied on the first business day of SeplcmbP.f and are payable in two equal 
mstal!ments: tne first IS due on Novemoer 1'' and delinquent with penalties after December 1011>, the 
second is due February 1si and delinquent with penalties after April 1011>. Secured property taxes that are 
delinquent and unpaid as of June 30m are subject to redemption penalties, costs, and interest wtien paid 
If not paid at the end of five years. the property may be sold at public auction and the proceeds used to 
pay delinquent amounts due. Any excess 1s remitted, 11 claimed. to me taxpayer. Unsecured pe1son.:1i 
property taxes do not represent a lien on real property. Those taxes are due on January 1•1 

and become 
delinquent with penalties after August 31'". Supplemental property lax assessments associated with 
Changes in the assessed valuation due lo transfer of ownership in property or upon completion of new 
conslruction ere levied in two equal installments and have variable due dates based on the dates of the 
unde·lying transactmn . 

Since the passage of California's Proposition 13, beginning with fiscal year 1978-1979. general proparty 
taxes are based either on a flat 1 % rate app!ied to the 1975-1976 full value of the properly or on 1 % of 
the sales price of the property on sales transactions or conslruclion value added after the 1975-1976 
valuation. Taxable values on properties (exclusive of increases related to sales and construction} can 
rise at the lesser of 2% per year or inflation. 

The Proposition 13 limitations on general property laxes do not limit taxes levied to pay the Interest and 
redemption charges on any indebtedness approved by the voters prior to June 6, 1978 (the date of 
passage of Proposition 13) Proposition 13 was amended in 1986 lo allow property laxes in excess of the 
1 % tax rate limit to fund general obligation bond debt service when such bonds are approved by two
thirds of the local voters. In 2000, California voters approved Proposition 39 which set !he approval 
threshold at 55% for school facilities-re•ated bonds. These "override" taxes for debt service amounted to 
approximately $135 million for the year ended June 30. 2006. 

Taxable valuation for the year ended June 30, 2005 (net of non-reimbursable exemptions, reimbursable 
exemptions, and tax increment allocat1ons to the Redevelopment Agency) was ap;:iroximatety $106.9 
billion, an increase of 62%. The secured tax rate was $1.140 per S100 of assessed valuation. After 
adjusting for a State mandated property tax shift to schools, the tal<: ra!e is comprised of: $0.65 fof general 
government. $0.35 for other taxing entities including 1he San Francisco Unified School Districl, Ssn 
Francisco Community College District, the Bay Area Air Quality Management District and the Bay Area 
Rapid Transit District, and also $0.140 for bond debt service. Delinquenc1es in the current year on 
sec:..ired taxes and unsecured taxes amounted to 1.36% and 252%, respectively, of the current year tax 
levy, for an average delinquency rate of 1.43% of the current year tax levy 

As established by the Teeter Plan, the Controller allocates lo the City and other agencies 100% of the 
secured property laxes blMed but not yet col'.ected by the County; in return, as !he delinquent property 
taxes and associated pemilfies ard interest are collected, the County retains such tex amounts in the 
Agency Fund To the extent the Agency Fund balances a•e higher than required, transfers may be made 
to benefit the Ci'.y's General Fund on a budgetary basis. The balance of the tax loss reserve, as of June 
30. 2006 was $10.1 million, wh,ch is ·ncluded in the Agency Fund for reporting purposes, The City has 
funded payment of accrued and current dellnquenoes, together with the required reserve. from interfund 
borrowing 
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CAPITAL ASSETS 

Primary Government 

Capital asset activity of the primary government far !he year ended June 30, 2006, was as follows (in 
thousands)· 

Governmental Activities: 

C~p1tal assels, not 001"19 depre,c,atoo: 
tand ..• 
Cu,1s1n.,ct,on in progr'lSS 

T o1al capital a~oots. not belng deprec:atoo 

Capital assets. b<!lng depreda!t!d· 
Facil11ies ,>ad '"'P'"""""'nls 
Mact.inery aM eq,.,;pmenL. 
lnfrastruch,re . 

Pl'Operl:j' held under lease 

T <Aal c.~pilJI asse!s. b,;,log dflprec,a!ed. 

l ess ...--;::umulaled dapmctu on for 
Favll!ias ar><J lrnpro,e=Ns 

M~dlhwry and aquipricnt . 
lnfrastrudum . 

Prof'l"!y h~k: oode, lease .. 

Total accJmufa!OO &;,predation __ 

T o!al rnpital assets. being deprwa!OO, ool 

Govemmorfa!I actWrt,es capital assets, mH. 

Business-type Activities: 

a .. , • .,..., 
Juty1, ..,, 

143&40 
292 040 

435,flSD_ 

2,140,59$ 
256.437 
194,466 

_!!!..:!_ 

£.596 311 

436,332 
210,416 

9,243 

~ 
000.271 

~ 
S l!-371~ 

Balance 
Jun.lo, 

IOCNIU""' Oec<HHS --1!!£!_ 

• • • 143,640 

1t,1,705~~ 

151,105~~ 

??3.65J \141) 2,364.110 

17.1145 13,336) 27!'.l,747 

00.194 255,260 

----~ 
102,093 ~~ 

42967 (141) 479.156 

19412 (3,327) 226.~0t 
5,416 14.659 

----~ 
61,11'l5 __ (3,~~~ 

~34.298 _____fil~ 

• 386,003 ~~ 

Capital asset activity of the business enterprises for the year ended June 30, 2006, was as follows (in 
thousands): 

San Francisco International Airport 

Captte1 assets no! t,e,ng de-procta\e!:!' 
Land 
Con;ln,ct,nr, m Pfl'.>ljress 

Total cap~al -1s. no:>1 Detng depreoate,j. 

Caoil.11 assets, t,e1ng deµ~atoo 
F ar,l,!,eo arid lmprove,,-.enls 
Machi""')' .ir.l ellU•pment 
FaS1Jm...,!s 

Total cap1MI a,,e1s, being deprecia!ed 

Les~ accumulaled depreciation for 
Fac,l,Ms a!lll lnp-over,enl$ 
Mach,riery a.-.:1 'l'/l',npmen1 
FaMmenls ... 

1 olal aocurnula1e<l depr...,,~tlon 

Total cap,tal a~:s, being d~p,eciated. net 

Cop,\illa~sels, ""' 

B•la""9 

2,316 • 
~ 
H,35t\ 

4 70>1.544 
65,869 

~ 
4 ,174,022_ 

1,148,818 
59,461 

~ 
__ 1261.357 

3.712,665 

$ 3.760,023 ' 
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B1Jance 
June 30, 

lnt'fl'Sff O..creHH ~ 

' ' 2,316 

64.475 ~~ 
64.475 ~~ 

57,832 (10.205) 4 $17.171 

J,664 (005) 68628 

"' ----~ 
_ 82,254 _l!.!J.2.2l ~ 

152,'.>41 (3.5\;0) 1.297,599 
2,734 {90~) 61.293 

6,934 ~ 
162,009~~ 

(99.755) ~ 3,605,265 

(15,230) S (6!,972) ~ 
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San Francisco Water Department 

Balanc~ Balance 

Jul~ 1, June 30, 

~ lnGrililHI Decrease& ~ 
Captal assets. not being rlepracia1ed 

Land. ' 17.929 ! ' ' 11.;29 

ConstrucNln 1n progres~ 12(663 136 825 ~~ 
Tota capital ass.els. not beil'l9 depl'(l(:1J'.ect . H9.792 136,325 (59,C33) ~ 

Cap !al assels. be,ng depre-.:,a:ed 
F acih!ies and improvements 1,027,836 46,655 1,074A9i 

Ma,;~,nery and equ•pmefl! 104,1"4 133)41 (Y./l ~ 
Tolal capital asse:s, beirig depreciated 1,132,0JC 59,696 ~~ 

L~ss a,xumwlaled de:,rei: ahon t:,, 
Faciirt,es a'>d ,mpr(IY(!merls 391,200 33,610 424.315 

l,fach,nery ~nd equipment 68,451 8,267 ___!Efil.~ 

Total acw,.,ulated deprecia1ion 459.657 41,817 __illfil,~ 

Total cap,'.al assels. being dep,ecialed, net 672,373 17,819 _Jill~ 

Cao,tal ass,,1s. net ' 812,15t ' 154,1)44 ~ S 907.754 

Hetch Hetchy Water and Power 

Balance Balance 

July 1, Jurte 30, 

~ Inc ruses ~~ 
CapJal asrets, not being deprec:atec 
land .. • 4215 • ' ' 4.215 

Construcl10~ m progress 50906 15903 __ {EJI!t~ 
Tola! capital assets. not t,e,19tl!!preoa1ed 55.1?1 15.903 ~~ 

Cap,tal assets. tltlmg depreua:ed 
Fac,1t1es aad ,mpro1"em11'11s 143,372 9413 452.705 

Machinery and equipment 39,058 165' ~~ 
Tolalcaprtal assets. be;ng depre.;,aled 482,430 ~~~ 

Loss accu'!lulalOO depra<:is!011 for 
r ac;i.tfes and ,mprovemenls 243,263 9,050 252 313 

Ma:::h,nery and equipment 27,279 1,651 ---1.B?l ~ 
T oial accumu•atod depreciatkm .. 270,542 1(),701 ~~ 

folal ¢<ip1lal assets. be,ng deprecialed, 001 211,888 "' ___ (_25_) ~ 

Cap11ar assets. ne- • 257,009 • 1€,263 $ (13.205) ~ 
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Municipal Transportation Agency 

Capilal as~. 1oi: 001ng oo;,retilte<J 
~~ 

Coos!ri,cticn ,n progre5$ 

T 01al Ci!p,lal assets. ool be·r1 deprecialed 

Capttal assets OOrig deprooalecl 
Fac1l!1es a!'ldim~'l'.S 
Macil11'lery aoo l!'qU,pment. 

tntrast111cl! .. e 

Total capial assa!o, being d$,>f$C!ated 

less acc.Jmulatec dej)ll!Cla!IOn for: 
Fa::il,bes and improvements 
l/lactunery and equipment... 
l~Mlstructura .. 

Total accumulaled depreciation 

Tolslcai:,tai a!SSf!ls, bemg depfecialed. net 

Capital assets. net 

Balance Bal;me, 
July 1, June 30, 

~~~~~ 

26.2~5 $ $ $ 26.245 
379,2(:J 90,945 ~ ~ 

MJS,448~~~ 

383 597 
1,0892i36 

3,626 
5J~5 (13,147) 

387 423 
1 C81,254 

~~ ~ 
~~~ 2,181.753 

1~5.?13 
316,413 
231,653 

703,809 

6063 161.796 
54,941 (12,402) 368.952 

~----~ 
93,930 ~~ 

~~~~ 
~$ 8,128~~ 

San Francisco General Hospltal Medical Canter 

Capirn, assets, nc:t t:ehg deprecfatec 

'"" Cooslruchon ITT ptog~ 

Total c;1plial a$,et,. not beffl9 deprnciate<l 

Cap,lll' as!'.lts, be,ng depreciated: 
FaciMies aod impro,iement, 
Machioory and equipl'!'ef1t 

To!a!eapltal a$S!1s, beng daprec.a!BG 

Le~$ iJCCUmulated ,:l!!preoabon fur 
Fadlitles and 1mproveroonts 
Mach;,,ery and eq\l!Pment. .. 

ToM ac,;umula!ed dep,eciat·M 

Total cap,tar assets. !reingdepiec,ated, r.et. 

Cap;tal as~ets. net 

Balllnu 
July 1, 

200! 

~, 
2.6e3 

Jncrenes 

3_.097 

Ball nee 

June 30, 

~~ 

'" 1!1lli 4.429 

---'"'"'~5 ~ ~ ~ 
128432 2.3e6 130.798 
484'\2 3.232 ----~ 

l/6,874 5,59~ ---- -----1!£.ill... 

a1,e•1 3,605 91.422 

~~ ~ 
126,6,.19 ~ ~ 

50,225 11,227) ----~ 
53~ $ 1.870 $ (1,351] $ 53,96!1 
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San Francisco Wastewater Enterprise 

Capital assets, no! Cie'"90!'prncrated 
Lar,c 

Construci,on in progress 

Tota! capdal assets not ooing deprec;ated 

Cap,t;,1 essefs. OOng OO!)l'eoa1ed 
r acil~ es and ll!lp'O'lel'nen\s 
Ma-Jlirery and equrPf'l1,1!11 

Total cap,lal assets, bei~g depreeiale,,l 

Less ascumulaled cepreciation fur 
FadH1es and ,mpro~-'i'Mnl$ 
Machinery a"(! equipment 

T 01a' a,xumu'ated depreciatiori 

To1atcap<tal a$se\S, bemg depre,;,a!ed !WI 

Ca.,,!al ssse14 net .. 

CaPl!al asset~. not be<r,g daprec111:ed 

'""' Construct1cr In prog1es$ 

Tolal caprtll assets, not bemgdet)recl!lled 

Capilal assets, be,ng deorecialed 
f'acillt~s and lml)'Ove'llenls 
Mach1ne,y and oquil)ll'e,1 

Total capital assets. being depreciated 

Less accwmulated dapreciaoon lo< 
f ac1i.i,es aocl 1mjYovemen!s 
Macimery and equipmealt ... 

T o1al accumulalM depreciahon 

Total ca~,\al assets, oo;ng daprec1aled, net 

Ca;,,tal a~se!s. net 

Balance Balance 

July 1, Jooo3D. 

"'' lnt«)U!!S ~~ 

I 22.16e ' ' ' 7.111\B 

33.558 51,690 ~~ 
55}2ti 51 690 ~~ 

1,937406 19.759 1.95U6S 

76715 H,113 ~~ 
1.964,122 27,872 ~~ 

899836 35,567 735 503 

21.26/ 1.3€1 ___jlli~ 

720,903 37,228 ~~ 
1,243,219 (9356] ----~ 

$ 1.296,9,,1~ ' 42 514 ~~ 

Port of San Francisco 

Balance Balance 

July 1, June 30, 

~ lncreaae$ Decrea,;es ~ 

1'9,452 ' 1,002 ' $ 120,4~4 

~ 25,356 ~~ 
1'.l9.S-5 --~~~ 

273.279 ''" 282,503 

~ "' ___ (64_)~ 

200,756 '0.170 ___ ,.,_)~ 

165.473 8,427 \73,90~ 

~ 1,109 ~ ____illi.. 

173,631 9.536 ~~ 
113,125 '" ----~ 

_ S 252.971. ' 26,992 ~ $ 270124 
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Laguna Honda Hospital 

Bala~ee Balince 
June 30, 

!ntn.l:l!SH DtCrlll!$8$ ~ 
Capital ~sets. no1 tierrig d~prwated 
Land ' 914 • ' • '" c,mstrucftoo i~ progn;ss ~ 65,903 ~ 

Total capnal aMets. not being depreciated 63.833 SS,908 ~ 

Caprtal ll$Sel$, be11g rlepreciat~ 
faacd~<es ard imprwe~ents 27,36S "' 2a.101 

Macti,nery and &quipm,:mt 12,907 222 13.129 

Property held unOOr ,eas~ 2,802 43 ~ 
Tolal capital assets being dl!p,ecla!ed 43,097 ,., 

~ 

te;s at;CUmutated dep,ecial,on fvf 

fac1!i~es and i!nprovernents . 22,835 "' n.sso 
Ma::hnery and equipmoot 11,965 215 ,2,201 

Property l\eld under le;w, "' 10, ---- ---'-"-
Tolal ao;:umulat~ dl!preci.J1ion 34,955 1,034 ----~ 

Total capital assets. being depreoated, net 6,142 (50) ----~ 
Capital 11~sets na1 .. • 75,975 ' 65,858 ~ $ 142.833 

Other Fund- San Francisco Market Corporatl()n 

Balanci, Balance 

July 1, Jumt30, 

~ lnereaat!I ~~ 
Gapital asselrl, b@ing ooprsciated 
Facil<ties and impro.e-menls. ' S,531 ' 64 ' $ 9,595 

Mach;nery and equipmer>t " ---- ----"-
Talal capllal asseU., belngdeprwa\e<:I. '·"' " ----~ 

Le,s acc,,mulated depreciation lo~ 
FacilijioJ'S and ,mprovemen!s ... 4,538 ''° 4,1108 

Machir,ery and equ,pmenL ---- ____ 1_, 
Total aCC\Jmulated de!)reciahon 4,538 "' ----~ 

To1a1 capllal as,ets, being depreciawd, na1 5.(148 {220) ____ ~ 

Capital assets net ' 5,0411 ' (220) ~ $ 4,828 
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Total Business-type Activities 

Balance Balance 

July 1, Juoo 30, 

~ !ntroase-s' ~ ~ 
Capital assets, not bemg deprec,a\ed 
Laoo !93,781 ' 1002 ' ' 194.783 
Cons1rucl,on rr progress ~~ (182.316) ~ 

Tctal cal)1tal assets. nctbeir,g crerrec•ated 

Cop:1al assets. being depn,cia!ed 
F scilit .. s and imp,cvements 

Machinery and equ:pmen! 
!nfraslructure 

~ 

9,0!Xl,365 
1,399,984 

716.715 
1.001 

4754C2 ~ 1,208,435 

149856 (10205) 9, 140,03S 
36017 ('4,660) 1,421,341 

2,341 719,066 
43 2.s-45 Prope<ly held unde• lea;e 

Eawments ~ ___ ,_s_e 139,367 

Total C(lp<!al assera. bei~g depreciated 11.258505 ~ {24.655) ~1357 

Le$! acc1Jmola!ed depreaauon for: 
Facilities and 1mpr0Vemefl!S ... 

Machinery and eou pment. 
lnfr;structu1e 
Property Mid under lease 

Easeme11s 

Tora• ac..-u'!lulated deprecia11cn 

Tote! capital assets, being depreciated riet 

Cap,talasse!s, rte! 

2.919,100 
552,049 
231,652 

13' 

~ 
~ 
7,501,454 

6.417.813 ' 

250,167 {3.550) 3,'65,707 

63,313 !13,8&7) B21,495 
22,9Q7 254.589 

103 "' 6,934 ----~ 
363.424 ~ 4,102,0313 

(174.4)7) ~~ 
3JO,~~§-~~ 

• Ttie 1rcreases a,id decreases ir,,;;iude transfers of ca'.ogOlics of c.aprta1 assets from oropert,es held umler lease lo 

facilities aOO improvements 

Depreciation expense was charged to functions/programs of the primary government as follows (in 
ttiousands): 

Governmental act,vi!ies 
Public protection., 
PuMcwmi<s, !rimsporta1ioo, and commerce 
Human welfa,e and rieig:hborhood development .. 
Commumly hedh 
Culture and recreatiofl 
Gareral admln,strat1on am! finance ... 
Cap,fal assets held by !he Cil~s imernal "'-'™""-' lurtds 

charged to the vanous funcbons on a proraled basis 

Total dewecialion e,pensa. 9ove,nm1mlal acli~m"s 

Business Jy~ actwtties: 
Airport. 
Water 
Power .. 
Transportation ., . 
Hospitals 
S<iWOr 

Port .. 
Mari et 

Total depreciation e<pe,se busiries.~-lype sciil'it•es 
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1uao 
14984 

"' '" 25242 
15892 

1 019 

67.795 

162 009 
411177 
<0.701 
91,930 

7 859 
37.228 

9.536 

'" 363 424 
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Equipment 1s generally estimated to have useful lrves of 2 10 40 years, except for certain equipmenl of the 
Water Depariment that has an estimated useful life of up to 75 years. Facllities and improvements are 
generally eslfmated to have useful tives from 15 to 50 years, except for ut11lty type assets of the Waler 
Depart'Tlenl. Hetr.h Hetchy Waler and Power (Hetch Hetchy), the Wastewater En!erprise, the Municipal 
Transportation Agoncy {MTA}, Laguna Honda Hospital (LHH), and the Port of San Francisco {Port) that 
have estimated useful lives from 51 to 175 years. These long-lived assets include reservoirs, aqueducts, 
pumping s!alions of Hetch Hetchy, Gabie Car Bam facilities and structures of MTA, building and 
structures of LHH, and pier substructures of the Port and totaled $1.6 billion as of June 30, 2006. In 
addition, the Water Depariment had utility type assets wilh useful lives over 100 years, which totaled $4.5 
million as of June 30, 2006. 

During the fiscal year ended June 30, 2006, the City's enlerprise funds incurred Iota! interest expense 
and interest 1ncomo of approximately $261.2 million and $53 million, respectively. Of these amounts, 
interest expense of approxim<1tely $7 million was capitalized, while no interest income was received as 
part of the cost of constructing proprietary capital assets. 

!Juri:-:;; f:a;c~! ye:'!f eriCed Jurie 30, 2006, the W;;!t~r D~p'E'rtm':"nl, HPtr.h Hf>tr-hy :md the Wastewater 
Enterprise expensed $5.7 million, $2.6 million, and $2.2 million, respectively, related to capitalized design 
arid plan,iino costs on cffiain projects that were discontinued The amounts of the write·off were 
recognized as other operating expense in the accompanying financial statements. 

In addition, the City received a capital contribution of the newly completed de Young Museum from the 
Fine Arts Museums of San Francisco. The new de Young Museum. with a total cost of $202 million. is 
locRled l'l Golden Gate Park and opened on October 15, 2005. The addition of the asset was included in 
the facililics and Improvements of the governmental activities. 

Component Unit-Redevelopment Agency 

Capital asset activity of the Redevelopment Agency for the year ended June 30, 2006 was as follows (in 
thousands)· 

BaliilnU Balance 
Ji,ly ,, Jllna 30, 

~~~~ 
Cap,tal a!ISl::!s. not being deptedaled 

Property hcl:l orider lease • 104,968 • • ' 104,966 

C::,ns!'Ucimn ITT progress 22.291 _lli!..~ 14 997 

T Ola! cap11a1 assels, not be"'l) 1ef>(eciated'amortiw:I 127,260 ~~ _1)9.965 

C11p,1a1 asset$, bcng ,:lep'aciale<:l 
F ac1h!1e!a arid improvements 161.439 10,eas 172.325 

~.1cl>inery an~ equ,p.,en! 7f;tl.l '" 6,008 

Lea5ffl'l'k! ,mp·o,emems 21,601 ---'°'- ---- 22202 

Total ,::ap,!al aAAet~, being dep,eoated . lS0,8611 ~ 101 5\15 

Less ac,::ur,>ulaterl depreciation 0rd amC<lf.l:a~eri fQf 

r ao1,1,.,.. a,m ,mprm.,,moot$ 36,015 4.056 40,071 

Macl>"'ll'IY a~d equ pme,4 7 44() na 7,668 

~e.itenoi<i i"'P'"'" ,,~,.,, ... 77nc ~---- ~}1e 

T olal a,xumutated cteprec,at"*1 aod amorCUl1km 51,241 ~---- 55,957 

Total c;,p,lal assets. t,emg deprooated. net 139,627 --'-·"-"- ---- 146,6)8 

Rcdev~lopmen! Ageocy capijal '1$se1S nel ... I 266.687 ~ __!_ !9.923! • 200.603 
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BONOS, LOANS, CAPITAL LEASES AND OTHER PAYABLES 

Short-Term ObHgations 

The following is a summary of short-term obligations of the City as of JLme 30. 2006 (in thousands)' 

Tfpe ol Ob!IWIII"" 
Governmental acUllitlea 

Commercialp;iper 

Changes in Short-Term Obligations 

f;nal 
Maturity Interns I 

...........Q!!!~ 

2007 ~,37 to '.l 6% 

Armmnt 

$15COOQ 

The changes in short--term obligatkms for governmental and enterprise act1vit1es for the year ended June 
30, 2006, are as follows (in !hoosands): 

Jutv1 Addrtiorial Current Ju11e 30, 

-~ ObjjpUons MillurttlH ------Gowm,r...,tal act,v,t,es 
Commeroal paper $ 150,000 -·---- _, ___ ~ 

Cowr~men!~f activ,[1es short-lam, ob!ig;tr,;,ns $ 150,000 -·---- -·---~ 
Enlerr:,nse act,1o1!,es 

Commercral paper 
5.in Francisco water Oeparwiert $ 80,000 -'---- $ rao 0001 -·---Sus neS5•l)'!)':! ~c;tiv,t,..,., sho>t-term ot:1'1/a'.bn~ ! _ -~·QQQ_ .L..,..,;. ~ -·-~·~ 

~.!lfJ_a_1_1c1~i:;o County Transportation ALtlhQn\Y Commercial P~-~r t:!_otes 

In March 2004, the San Francisco County Transportation Authority (the Authority) authorized the 
issuance of an initial trand1e of up to $50 million and in September 2004, !he Authority authorized tne 
second tranche of $100 million of a programmed $200 million aggregate principal amount of commercial 
paper notes (Limited Tax Bonds), Series A and B. The commercial paper notes are issued to provide an 
interim source of financ,ng for the Authority's New Tra!lsportalion Expenditure Plan until a permanent 
financing plan is finalized and implemen!ed Under !his program, the Authority is able lo issue 
commercial paper netes al prevailing interest ra!es no! lo exceed 12% per annum. The ma)(imum 
maturity of the notes is 270 days. The principal amount of the commercial paper notes plus interest 
thereon is backed as to credit and liquidity by an irrevocable Letter of Credit (LOC), issued by 
Landesbank Baden-Wllrttemberg, New York Branch in !he amount up !o $217.8 million, v,it~ an expiration 
date of April 14, 2007. The expiration date of the irrevocable letter of credit was extended through 
Authority Board Resolution 06-01 on July 12, 2005 to December 29, 2015. The commercial paper notes 
are secured by a first :ien gross pledge of the Authority's ability to levy a half cent sales tax collected by 
the California State Board of Equalization. The princ;pa! and interest on !he commercial paper notes will 
be payable at each maturity. 

As of June 30, 2006, $150 m!!llon in commercial paper notes was outstanding and maturing within 1 to 
120 days after year-end wilh interest rates r,ing1ng from 3 37% to 3.6%. 

San Francisco Water Deoar:tinent 

In November 1997. !he voters approved Propositions A and B, authorizing up to $304 million in \Valer 
Revenue Bonds to fund capital improvements for tile San Francisco Water Department In May and June 
1999. the San Francisco Public Utilities Corr,niission and the Board of Supervisors, respectively, 
approved a commercial paper program lo provide short-term tinanc1ng for capital improvement projects 
f: •. mded under the $304 m1l!t0n Water Revenue Bond Program. There is '10 outst;;indino CQmmerc1ai raper 
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as of June 30, 2006. The commercial paper retired in fiscal year 2005-2006 has interest rates ranging 
from 2A8% to 3.23%. 

Long-Term Obligations 

The following is a summary of long-term obligatioos of the City as of June 30, 2006 (in thousands): 

GOVERNMENTAL ACTIVITIES 

!Ye! of ObllgaUon •nd Purpc,so 
G~NERAL OIJL!GATION BONDS (a) 

Alk>rdable hou:Mr,g 
Cahlom,a Academy of Sc,en<:<>e ..• 

'·= Laguna Honda tto,pitaT 
Mu...,um$ .•. 

Pall<." and playground,; 
S!eit'!hart Aqrntrium .. 
5et,001s 
Zoofacilit!e~ .. 
Refund,ng 

General obl!galmn bond" 9011em,Mntal act,-it,es 

LEASE REVENUL BONGS· 
San Frandsco F,nenee Corl'()l'alion (b) & \e). 

Lease revenue bonds - governmental activ~,es 

OTHER LONG-~ERM OBLIGATIONS 
Certoliealas ol par!,ciµation (c) & (d) 

Lo,ma (C). {d) & {f) .. 
Capita! leases payable (c) & (f) 
Seltlement Oblljlat!M BOl'lds Jd) 
Acc,w,d vacahon and g,clc lea11<1 (d) & (I) 
Accrued worl<e<s' oompenMbm, (d) Iii {I) 
Es!im.oled claims payable 1d) & (I) 

OIMr loniHerm obligal'<JJ1$ • governmental a~1ivitle~ .. 

DFFERREO AMOUNTS 
llond irumanM 1><emium• 
B<>OO ,SS~ance d,scoum,; 
Elornl refu!ml'g 

Defern:,d amcunts .• 

G"""mmen!BI ac!Mtiei total k>ng-t;,mn ot,logat1on$ ... 

Debl seMoo oaymems a,e mada !rom tt,"' lollowmg wo,taos 
(a) Property tax rerord<KI ,n the Debt Se,-,,;ce Fund 

Final R,mainln!J 
Mllll .. lty !n!e,est 

.£!!!_ Rate, 

2021 40107.05% ,~, Hl1o!'i1!'i% 
2015 7.~to50% ,oo, 3ZO!o0.0%" 
2019 4_$!o55% 

~074 ]~lo$75% ,~, 3.0!o50% 
2023 i, lo 5 75</i, 

202s 2.5 !n5 75", 
2016 JO 10 5_75•4 

Z030 21105~% .. 

2034 3.0!o5 3% 
2025 20to7,911% 

2025 15!o7.05% 
2011 2 4 to 3.05Yo 

{b) l !lase m11..nuee t,om part,ci;,at,ng departm,m1e., !ha General, SP"<'*"I Revenue at'l<l Enierprise Fu~ds 
{cl Reven®s r«orded In tile Spoc<lll Re,.,..nui, Funds 
{d) Re~nues recorded ,n tile General Fund 
{al Holal ta,e5 and other ,even~, re.:orded in the General and Special R""anua Funds 
(1) U~er charge Mimt.,.-wmen\6 from thO Genoral, Sµ,,c,;ll Revem,e and Enterprise Funds 

~ 

' 80,305 
64,00!'i 
67 ,065 

29~ 000 
12.660 

1791135 
28,180 

125.175 
:J11,1,s 

~ 

~ 

~ 
-----1:!!..:.265 

276,160 

12,371 
190,276 

32,955 

132.524 
202,481 
69,~77 

916 253 

2•.983 
(2,341) 

(5.092) 

~ 
$ 2.397,273 

Internal SeNi<'JI Funda ""'"" p,,manly tna go11<1mmental funds Ac,::ord1ngfy, lnng..mnn 11.a.M,ijes for the Internal Se,voc,, Funds arn tnclu"9<1 
In !~e ebC>\le amoum, 

la,lune Honda Hospijal GAnernl Obl~30nn l'l<mds Se<ies 1005 A aM Senes 2005 I are ~~ed ,a1e bon~s Sones ;0'.15 B, C and Oar& 
venab!e rale bo~ds thet1e~e\ weellfy. The ll!ma,nmi; illtef<."'lt ,u!u~ ,Med ubo;,u ar<: for S.:r.,s W(l5 A ur><J Se<,e~ wos I fM awrage 
interest re!e lor ltle ,ar;..bi.. rate bonds tmm ,ssuanw dale <>I May 26, 2005 !hrooyt, Joo& 30, 2(106 wa• 2 86%. ll!e rnte a! Ju119 30, 
2000 was 3 88% 

•• l~,:!udo~ tn.. M,,.,;,,...,C&nter V'.test E•f'""'"on Pmject, "'1'1!cil WM 1'1ranced w,1h varmtle """ bonds !ha! re,:e! ...,,.,kt)' lhe """'"'9" 
,nte,est rate 1,om issuance date ol Novem:,e, 2. 2000 1hrough Juoo 30. 2006 was 1,80% The ,ate a! June 30, 2006 was 3.68% 
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8USINESS-TYPE ACTlVITtES 

!;r)lily and Typ• of Obligation 

San !mncise<> 1 .. tcmatiO"<ill Airport 
Ra,,.,m,e bonds 

San Francisco warer Department· 
Rmren,m bondi. 

Accre!ed irlerest. 

Hetc~ He1tlly Water and Power 
Notes. loans, and other payables. 

Mun,c,pal T,ansportat,c,r, Agenq 
Park'l'lg and Traffic 

Resenue bonds 
lease revenu,a bonds 

Capi1al leaies 
N<t.es. k)ans and o:herpayables-

Do""'towi1 Pa1klr,g- i,Mk;ng revenue refun<lir,g bonds ... 

ENis·O"Faaell. pa1ki,;g revent1e ielund•"il bonds .. 
JaV3n Ccnto, Garage Corporauon • noles, loans and other 

payables 

Up1own Park:ng • ll!Wnue bor-0$ 

San !'rancisco GPoornl Hn,;,ital Medical Cen!er 

Capital lease$" 

San Francisco Was!ewaler En1e,p1ise 

Reoenue bof'ds 
State o! California 

Port of San Franci•co 
Revenue bond$ .. 
Noles. loans and other payables 

Laguna Honda Hospi!nl 
Cap,1al leeses 

Accn.1ed vacation iH\d sick leave .. 

AcCflJed wo<~ers' compensation 

Fst,mated Claim$ payable .. 

D<lfo,rnd Arnoun1s· 

fl()')(( issuance premiums 
Rornl issu1mce discounts. 
Bonet ,efonding 

Bustness·type activ,tles total ong·term obliga1.ions. 

Final 
Maturity 

~ 

2032 

2032 

2010 

2020 

2022 

2006 
2010 
2018 
2017 

2008 
2031 

2011 

,'0?5 

2021 

2010 
2029 

2.009 

Remaining 
lnl<!rest 

RatE!'!i ~ 

.10!n80%" S ,1,046,005 

'.l1?.~to6~% 981.765 
2,!145 

3.0% "" 

4.01050% 20J50 
J8to55% 9,455 

511% " 3.0 to 5.25% 15,041 
41l!o5375% 10J80 

3.5 !04 7% 4.960 

6 75% "' 4.5to6.0% H\.115 

5.0to85% 3,800 

3.0 ll>5 25% 396270 
2)1!03.5% 118,660 

2.15104 0% 16 550 
4.5% 3,279 

3485% 1.565 

79563 
161,654 
77,763 

64,4T3 

{16JC5j 
1102.ns; 

5.917~315 

Includes Second Se, es Rewnua Bonds lisue 32, which wern lss.lOO in an auction mode and Issue 33 initially Issue(! 

as oanab!c rate bor>ds n a =ekly' mode The awrnge i~teresl rate on !he Issue 32 was? /:11% for 1he period July 1 

200:, lhrnugl, June 30, 2006 The average interest rate on the Issue 33 Bonds from .ncepl<on lh<oug>; June 30 7006 

was3.415% 
•· include.~ an unamor1'1ed 1oa,i pierrllJlll of $0 7 mttlion for Parking and Traffic: 

Sources of funds to meet deb! service requirements are revenues derived from user fees and chorgcs for 
services recorded in !heir respective enterprise funds. 
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COMPONENT UNIT 

fntity and Tzyo; of ObUgalloo 

SAt-., FRANCISCO REOCVELOPMENT AGENCY 
l\tiliJ PNl\t-,C,N(; Aul110RITY 

lease Ra\leoiue Sends 
M=-.e COll\lention Ce"lf'f (a) 

Htie! fil• Re,ernia &:ruls (t,) 
f",,,;;,,,:.~~ A.,i\e,"¢, (l(:;1CS 

F<nal 
Mmturity 

~ 

"" "" 
2031 

Remaining 
lnte<051 ··~ 

2 0 to 7.05% 
44!0590:, 

2'J~to83% n .. Al!ooaUon Re- Bonds 1C) 
Soulh 8e¥h Hartx,r Vanable Rale 

Refur.ct,r,g bon<Js (d) 2017 Var,able(3.9ll%a:513:l/00i 

! ers deferred amoeltlls 

Bond ossuance premiums 

R--""1i~•"~"""""""''n'~ 
Ret Jnd,ng loss 

StJb.tctal 

Califom,a DcpartlT'errt oi Boaling and ~erwlilfS I oan (e) 

Accreted ,nlere~ payat>le 
Accn,e<I v.r.ation and sick !eavf! pay. 

Camponen1 unij !O!al long,term <>bligllllons. 

DeDt servi::e payments are made lr,:,m !he lollo,vhg 300<Ci!S 

2037 4S% 

~ 

132,645 
64 795 

510,903 

8,,00 

'""' 1671) 

~ 
?20 '33 

8,000 

74151 

~ 
$ 805.691 

ta) >lolt!l laxes andcpe'<!tmg r..w,,ues f!J('.of<ied rn !he Conve'lllon facilities Special Re,,,enue Fuod aM exi$t,ng deb! ser.oceJe,;ctow 

t·~~I h,nds 
(b) H,MI Ja,:es from ~ote.s located m !'la Redevel(ipmenl. Pro,ect Areas 
(:) P10P<Jrtylrures a11oc;it:ed tc ~ RecrevekipmentAger,cy based oo ,ncraased asses'leC whlalions ;n lttljecl areas (note 12) and e:uslm\l debt 

seNcefQW¢W trost furld~ 
(;I) Sw:h Bet>d> ,ia,oor Projec! c.1sll re$e~s. i;wperty ta- increm('ll1S arid wo.iect revenues 
(e) Sooth lleileh Harbor Project revenues ('!lJhoo:lrna1ed ta Reioodhg Bonds) 

Debt Compliance 

There are a number of limitations and restrictions contained in the various bond iridenlures. The City 
believes it is in compliarice with all significaril limitations and restrictions. 

Legal Pcbl Limit and Legal Debt Margin 

As of June 30, 2006, the C,ty's debt limit (3% of valuation subject to taxation) was $3.4 billion. The total 
amount of debt applicable to the dflb! limit was $12 billion. The resulting legal debt margin was $2.2 
billion. 

Arbitra-9.-11 

Under US. Treasury Department regulations, at! govemmerital lax--exernpl debt issued after August 31. 
1986 is subject to arbitrage rebate requirements. The requirements stipulate, in general, that the 
earnings from the invesirnerd of ia;,,;, tt;,,;,t1111µt Oo11U µ,,:,,.--,,:,t.;,J'5>, which BiiC<.ed ra:ated ;;;terns: e:;:;::cr:d:!~rc::; 
on the hoods, must be remitted to the Federal government on every fifth anniversary of each bond issue 
The City has evaluated eech general obligation bond and certificates of participation and has recognized 
en arbitrage liability of $0.9 million as of June 30, 2006. This arbitrage liabi!i1y is reported in deferred 
credits and other liabilities in the governmental activities of the statement of net assets. fhe Finance 
Corporation has evaluated the,r lease revenue bonds and a liability of $67 thousand was reported in the 
deferred credits and other liabilities in the Internal Service Fund as of June 30, 2006. Each enterpnse 
fund has performed a similar analysis of its debt, which is subject to arbitrage rebate requirements. Any 
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material arbitrage liability related to the Ceb! of the enterprise funds has been recorded as a liab1l1ty in the 
respective fund In addition, lho Redevelopment Agency records any arbitrage liab1f1ty in deferred credits 
and other liabilities 

A!§.~~-men!_ District 

During June 1996, the Ci!y issued $1 m,\liori of Uniitert Qhlig;:itinn lmprovernenl Bonds for the Bayshore 
Hester Assessment Dis!rict No. 95-1. These bonds were Issued pursuant to the Improvement Bond Act 
of 1915. The proceeds were used to finance the construction of a new public right-of-way. The bonds 
began to mature during lhe fiscal year ended June 30, 1999 and continue through 2026 bearing interest 
from 6.0% !o 6.85%. T'lese bonds do no! represent obhg:3\i0nS, of th,;,, Glty NBith~r the faith nnd crerli! 
nor the taxing power of !he City ls pledged to the payment of the bonds. Accord,ngly, the deb! has not 
been included 1n the basic financiBI statements. Assessments collected for repayment of this deb! are 
received in the Tax Collection Agency fu1d. Unpaid assessments constitute fixed liens on the lots and 
parcels assessed within the Bayshore-Hester Assessment District and do not const,tute a personal 
indebtedness of the respective owners of such lots and parcels 

Mortgage Reven_ue_ Bond§. 

In order to faciiitate affordable housing, the City issues mortgage revenue bonds tor the financing cf 
mullifamily rental housing and for below-m«rket rate mortgage financing for first time howebuyers. These 
obligations are secured by t'le related mortgage indebtedness and are not ob!lgations of the City. As of 
June 30, 2006, the aggregate ou!standing obligation of such bonds was $83.1 mi!iion. 

Changes in Long-Term Obligations 

The changes in long-term obligations for governmental activities for the year ended June 30, 2006, are as 
follows (in thousands). 

Goffiffllfflt>1•<t•lttll• 
!loM•~,

Ger>o•alot!og.-t>,,Y!S 
, • .,,.,_bond< 
C."""""'""'ll"'OO~"J"' 
Solll<,"""t~i:,,ix,.,; 

l ... - ...... ,,. 

rc,, ... """"'f""""""' 
r"'"'""""'~'o,r<ruoo ... ; 

Toia•bon!3oa1at.o 

u ... 
Cap,t,ll•a.ts 
,\COfl,00 4c.,boo ""~ W'-~ .. ll"t 

N,c,-,ej"""'"''"""""""'"'" 
r,""""°"'°'rnf"l,•1>• 

Go,..,,.,,.n,,!-1!o,,g.lo"llO!Ofl~ 

_, 
Ololill,Otio,,,, ~-· -~ ~·-· -J..lyl, MM!Nol oodNa! >•••dO. OU<Willlln 

~~~~~ 

' 1()U%f, ' 119 IV) ' ,n..vo; f ,;:ri_n, ' 7S';50 

1'.lilll,O 1'1!% ,1u•o; l!'.:165 nYA 

i!l310 (716()'. 1:~;50 ~.-•o 
:lfl670 ,511; :),?_9\-S ·= 
,;;s. 1::il>B 11 !M' :l'ffl 
{HlS) &< (1141; 

~ ---"-' ~ ___ , 

!,&<~~51 m.013 (IOH!l'l' 1190rn; \11 600 

,., 0.:15~ rn~· u:m m 
1W70l f,W 11021' 190,n 14582 

ll~JJI al.1M i7Hs7; 1!lll• M',4" 

114.IIO> Zld!lJ (31.WI: <'ll?~6' ~1 003 

~~~~__ill!:_ 

~~~~~ 

Internal Service Funds serve primarily the governmental funds. the long-term liabilities of which are 
included as part of the above totals for governmental activities. At the year ended June 30, 2006, $211 3 
million of lease revenue bonds, $0.2 million of capita! leases, $3.9 million of accrued vacal!on and sick 
leave pay and $1.1 million of accrued workers' compensation are incl~ded 1n the above amounts. Also, 
for tho go11ornmcntal ac1ivit1es, claims and judgments and compensated absences are genernlly 
11qwda1ed by the General Fund 
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A summary of the changes in long-term obligations for all enterprise funds for the year ended June 30. 
2006, is as follows (in thousands): 

-· ..,_, 
""" ,_ ..... ..... ... - -~ ...,,, ..... ... ~ ,. .. , ... .,. 

m ,._ -· ... ~ 
!oli!o,~kli\'iliel; 

"100Sp;r,-itll 
R........,,,,,m ' ~O!tit! ' 1.0&oi!$ ' ;re,,w, I ~49e.S'I ' ,1~m 

ww""''"'"'i<1'il! "" p1JI ... '"' lffl-"""""'""' 
For..siSl"aV-"' ·~ 11~1 ilt'.'<11 6.U'l 

'qffl>Rl'Qt&lm<. ,10.'(fl ·11: 1.:l&l 11H$) ~- 1!12."46, '1!l'J: ~ 11027'51 ----
,-........ -~ ... '"""" 11J11rm ""'7'i, '<"1'1:1 "~ 

lio:r!!W",..!<l!S:~ ,,. .. 1~1 

Sbtll<'Carhr"'·~~'""'"""' 13<,lltl 11w1~1 1·1~ 'l.•JJ 

~<;.n:l<d<t'le'p,yot;e,i lC29 (4,$121 20017 'i'1 -- 4,)54 l61S 11?41 !$2:1 ,., 
l.r!l;:,ad~ar,llikl.-;,ri 75.3'! rn f;<.01 11561 •J.162 

l«!Jef!-!'"""-(" l]t,22 1Vi'IIO (J.11~1 tM™ JI.~ 

'<lnalo!:b· ... payasie 66.''! mo ~ ~ 
BlOs--~fldirila~~ -'--·l,!,41.166 ' 11!1'58 ~! S~l1111 ~ 

The changes in long term obligations for lhe component unit for the year ended June 30. 2006. are as 
follows {in thousands): 

~Unit: llfof,.ncisco~QjlllllllllAgeoq --· ,--
ll,ner,dlflllbood, 

t.noefer!Wn;,un:; 
Filrll-P"'""""' 
Filr<loo,ro,~ ~-

'OO.boottsi,aiablo 

A1:t1e1e<1,n1eie1:p,,p:,1, 
Hrte< iOOl'!I and(>llerµyat!M 
~C,.t\b:10""""'"&"<!,r}.-pay 

Cllr"P<lflO'luri!·b,g·1errnOO'lgiltiool 

A.dd!tlo....l ,.,._ 
~- ~

lllltutl!III 

.l<CNlion RI!-•· ""'°""" 
.lulJl, ft!Mtl Jn<INe! JurielO, Dl>IWlttvo 

~~~~ OntYur 

$75,0.., • 886!0 • !51il1J) • ~'~ $ 21191 

"·"" """ """ 
,w " ioiW;J ,,,... 
0•11 , .. • ~7') 

~~---"-·~ 
600.'ml ••• w1;,; 720!33 271111 

n,o, 810] {11517) :11;1 !0.8M 
,,coo ,,. 
~ ---'-'"-~ ~ ~ 
~ .L......2.!. ~ ~ ~ 

l) Tl'<J-ijlrJC;uded.r~111tt·estpr1;bl.tr,!M~,gStw:men,o!NetA$SCIS 
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Annual debt service requirements to maturity for all bonds and loans outstanding as of June 30, 2006, for 
gove 0 mnental activities are as fallows (in lhousands)· 

Go>nmme"U!!Ae!Mliff (1! !21 
Fi,~IVNr GMtral Obloga~ Lt9•eR0111n"" OIM, Loog· Hrm 

'""" ''"" Oblij!1bon1 To!al 

• 
Prinel~ ~~~~~~~ 

15,950 • 5\iJ)jfl I >,= • 9.~38 ' 15,971 ' U,500 ' 1'2,477 • 83.1>2 

""' 85,11'5 55,419 19255 8.7BO 16,0ZS 14()61 120,458 78.250 

""' 09,040 51,3\IS rl.135 '"" 15.en 11441 Ul,992 n!t:Jl 
20,n oo= 4113() 9 115 "" 17121 12erB 116321 6H14 

"'" 91,f.&'J 4.!,671 e.sso 7,044 11)59 12238 1'8.199 61945 

2012·2016 3,<0,810 1$1UOO $,,00 '.I0.270 56.900 52670 4l'.l.596 <&!OOl 

2017·2021 2•0.50$ 6(690 37,!!40 22 :JE3 ~7.{46 40.071 325,891 14" 130 

2022·2026 .. 144,1<1() 3:'\31'3 4J,l"<'J 13.526 45.633 18.625 2:l3,4B1 7$.515 

2027-,031 74.360 8.2U ~,000 4.116 53.695 1€,205 161.055 28,5.17 

2012 20.Yi ---- ----~ ~ ~ ~ 

''' ~~ $ 2"31265 $111,111 $32!_4fr.l ~~~ 

'" Th<, s~f,c ,~ar fo, paymert of estimated C'-ll!m$ payat,i,, aec,wd ..acation and •id< "'""e pay ..-,d au:n"'1l woo"'"' ttimp,m~"" ,s not pra,;t"""bll!, 

to\le1eITrnF"' 

'" lncl.,des I~ fo!low,,,g ,a,iat,w, ,ai,:, de"'3ffl llOffl<. 1.,e 'Aoscooe Ganter fapan,;,on "rnjecl I """" Re;..-- Bonds and Lagvr,a Honda '10<f>Oal G<!...eral 
01J119a1,or, l!oi,ds Cooenlly. 1'1ry bear ,n!e,<!$\ a! a ..wkly ·ale T'ie ,;eat June JO. 2006 "'35 3 M%. lo;i!'lhe< wlh an ancM'")' !"" cl O 242% and 
~ 155% for MO$.COM t,::;,ds and I :,gu,a Honda oonds respechefy. wa1 uscsJ lo P<O.ect !he .o!Ofttl ~t io this !able 

The annual debt service requirement lo maturity for all bonds and loans outstanding as of June 30, 2006, 
for each enterprise fund 1s as fo'lows (in thousands): 

Su Fr1noi&eohrt1m11..:,n1l l,l'IX)tl {t) 

Fiscal Yu, Re\'eoo• Oth6! Lt>ng· T~m, 

~ ~oo, Obljg1!,0n1 T¢!al 

~~~Principal~~~ 

""' • ,H510 I 1$$.107 ' I I 00510 I l!f>.107 

'"' S4,275 H0.127 9(27~ 100 127 

""' 100,425 1fl6516 108 ~25 100578 

2010 llil,1% 1S0,d9(! l\81g5 !&H98 

2011 1~1,'<.)', 115.598 1"3((;5 !75,598 

2012-2016 ..... 708J)Bll 00,,00 768 000 

]017,Zflt1 !19-J.-050 %2.<45 990,:)5() 562~5 

2021.2026 1.125,510 310,918 1 126,520 J10,91f 

2027-20;)1 ,,. °"' 75/,27 '""'° 75.527 ,ro, ~ ___ ,_._ ---- ----~ ___ ,_._ 

'"" ~ $ 2(-16,516 -'--- -'---~ ~ 

(" I Tn<, 1oec,r,c year for pa,mll!l1 ol ~11,mal•~ da<ms pay:m-e ii!CUU!ld var"""" •ml sri i,,,,,.. pay acd &ccn.eo ,,.,.,e,t cu,,,peo$81"1f 'll not jYa!:li<:able 

10001e<m1re 
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The annual debt service requirement to maturity for all bonds and loans outstanding as or June 30, 2006, 
for each enterprise fund is as fonows (in thousands) - continued: 

S•~ f""'<ls(aW1(llr ~,rtm«al(1j 

Fl$ca!Yur llennu. OU.fl LMt·Ttml 

~ Obl!lllilorul 

~ Prlnci!>MI ~ ~ 

"'" • ' S 4~6:)0 ,_ 
19.01~ •5.~ 1!),01) 4~.$4~ 

>= ZS.295 «.~ 25.3!15 «a~ 

W10 26,50'5 ~3,<M 2'3.505 41259 

2011 .. 27.710 "J)4'.l 27.11J 42040 

2012·2016 '&J.770 168,115 160,110 168 116 

20172021 '4a.e11;, 150,491 US.695 1~ij91 

2022·2026 1&!,020 112.759 166.JV 112.759 

2027-203!. 193,945 68.725 193,!J.45 60.725 

W>2•2031'! .• 165,035 2•.w 16~'165 24,807 

W3! ~ ---"-' --- ---~ ,~, ~ $ 710,53? ~ -·---~ ~ 

Hotch l,..i,;h! wai.r a•d Power (1} 

fiot1IYHt 11.t ... n~I otl!•fL.01'9-T•mi 

~ B<>ndl O!!!!J!rtkms leb! 

~ Prlnelp1I ~ ~ ~ Pnndpld ~ ~, • • $ '™ • " • ·~ • ,. - "' " '" " 
""' "" • "' • 
2010 "' • '" l011 . ---- ___ AA_ ---'- ____ AA_ ----'-

T<>lal. ~$ ~~~~ 

Munk;I!!!! Transeor1a-~enct(1) 11) 

fiou!Yu,r R<:renuelleue Otllllrlnng.1 .. m 

·~ Fte•enu~lk>r,ch; Obl!!!liou 

~~~~~ Pnntlpi,! ~, • ~.mo • 3,HR • "4,369 • "' • 7,009 

""' 3,eoO 3.010 4,11.1a - 8,188 3.~26 - M10 , .... 6,381 '"' 10,1g1 3,152 

7010 .. 3,125 ,m "' " J,404 2,?R1 

~" 3,,ro ,~, J.160 2,561 

2012.2018 18,785 10,49"4 ie,;es 10,49,1 

1:011.zcn 15,71,l; 5.61! 1s.n5 5,611 

:ron101a 4,150 "" 
.,~ 2,8•6 

:>OU-1e31 ,.~ ,m ,~ '.420 

W,2-2-036 ~ ---~---"-
l<>1al ~~ $15,5137 ~~~ 

(1) T~ ipoc'll<;yMrlor p1IJ"'l'lnl ol Y...tteted .,,e,es!pa)'able\SBrl Frae<:is«> Wll1et DepartmanlJ. ashm..ted cl•,m p;,yat,.,, acoued ,acat.::m 

ood sk:; ieme ~ arid aoorl!<la wolli.or>' co'l1Pcrn;a1 on ts w! i:,roctk:oo!e kl determ,n. 
(JJ Uramofaed loan p,a,,,...,.,, ol SO 7 mdli:,rl{MTA1 ar<i J\01 nciuded l!l Pr>ll(;'>'ai payments 
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The annual debt sef\lice requiremen1 to maturity for all bonds and loans outstanding as of June 30, 2006. 
for each enterprise fund is as follows (in thousands) - continued: 

Su Fran<IS<:o W.slowow, ~nl•'.E;:;~• (11 

F,scal Ye~, ""'""""" O!herlon;·TMm 

~ 60!\!IS onuaa11a,,. 
~~~~~ P'1nci~I ,oo, $ 33 .... ~ • ·~ /18 $ ,e.4:10 • l.101 • 4H7! 

,~ ::i.uoo lHil8 13.3)7 3.168 47a37 1!866 

2COO .• 35,665 !4646 1U81 .'.IU 494zt, 173'.)(I 

2010 31,130 i:i,,aJ lf. rn~ :1,:lil? 51 329 15,4\10 

2011 211.:i,o 11,827 1,1,f,'\ll 1,8!;6 4(>!170 1J6ll3 

JC•2·2J16 •:n.e1~ 431E4 36,631 0,169 1592411 47563 

;x,;.2011 1)£,800 la 9:;5 1.eoo , .. 76750 

,,_ 
:IC:'2·2026 ~~------~~ 
To1a1 f J%,'70 ~ ~ ~ $ ~151'.Jl! $ 155.148 

P<>rto! Saa cn,nolooo!1) 

f;,o.iroor ·-~ Otho• Lon11·lffm 

Bond~ Oblli•tloM 

~ ~ ~ !nte<Ht Prtnclp;>,I 

' J,W5 • t5J ' .. • "' • 4.05~ - 4,070 ''" '" '" 4.'511 .,, - 4.1a5 l22 ., 
''" •.277 '" ?010 020 " w ,u 4416 ,,. 

2011 .. ,oo 131 ,oo '" 
2011 nm '" ''" "' "' 2011 2021 "' ·~ "' "' Wl2'lCl25 = "' 

,., ~117 

2027·Z03t ---- ---- ---"'- ---"- ___ ,_,_, ---"-
Total $. ,s,550 ~ $ 3 279 S 2 ().~2 J 19.$W $ J.15\1 

A summary of the annual debt service requirement to maturity for all bonds and looms outstanding as of 
June 30, 2006 for business-type activities is as follows (in thousands): 

T~tal S"oln .. •·~ A<:tMflu !1 ! !21 

fl101IYnr R"""'""1t1aH Re•1nuo Olh ... LO"f·TOntl 

~ Bonds Ot>ll;aUOffll lolol 

~~~~~~~ ~, • H6.8IIO • 1~5.170 $ 20,981 • ,.w • 1!H.U7 • 269.aoa -, 1%,510 254.$41 18,\lN a.in 1H,500 258.Jn 

=s 171,4~0 246.67• 20.~4 J,17fi 191.824 ,~,.ij.6 
~'° 189,&YS nv~, 14,Gal ,= 204.564 2•U•9 

N" 201,195 1l2M1 IOC6 1,008 216.00l 2$4.(),13 

;l012-201ij 1,100,660 1,01::>724 37.205 4.9$4 1.140.005 1-01~H8 

2017 IO}l 1J?1,J90 n1.•oo 10,575 U'DI 1231,MS 7J8.69S 

2022·2026 1,338,1195 4;9;5, an M 1H9,MI •:><.M1! 

2027·:1031 76.'.l.~~5 14z,en "" 
,. '64.1).l 1<f,1.1.0 

I011·1WIB 18U7S 25743 181,)lS 15,7,1..J 

2\)j).]0.1 ~ ---"-' --- ---~ ,., ~!.~00.030 ~~~~~ 

(I) ! he ,pee flcyea, for ea)ment of""""'!•~ '""'"'"' payat'" {San ~"'""'""" W"1•< Depa~m,ml), ostlm,,lod ciaims payable. ,1W'!JM '"'"''°" a,~ ,.;o;, 

leav, pay aad accru•d W<>'1<arn· oorrr.ertM,,m ,1 no! pw;i•cablo lo celerrnne 

ill Uf'a,,-,0,1,w<.1 tMO prnTIUFl'S o! ro, 'r<i',or,{MfA) ... ~ ool flCludo• '""""°'""' paym•"" 
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The annual debt service requirement to maturity for all bonds and loans outstanding as of June 30, 2006, 
for the component unit are as follows (in thousands): 

Compooont IJnrn S•• •n•olw~ l<-"'IIOf""!"l"Jl&""Y !1) 

fi1ulYnr t.t:1Hl<....,nU1J T""Rt11..,,u• OU..rl<>a9·l•"" 
a .... a, &,eds 01111g,uon1 Total 

~~~ In-I~~. "1ncipa! ~ 
i s.,4e , nna $ iotw , iez•~ , 2.•es , •. ,u 1 21.19, s 43,15& 

5.544 13027 27,198 23,615 2,562 <,024 :iii 12• 0,0,!)611 

k?!>il U.M9 26,367 Z4117 1$52 M65 34.:!69 •1.331 

i,Jrn S.1~2 13,i><l~ ll'il36 <3149 },199 3.661 30.&1!7 4037~ 

xi11 sm~ nJM za•1• non J,J52 HW 3875~ Js21111 

XIH·20'ij 3911ll SS!i5J 1~M1 T1J~2 ii,071! !<.:J.45 i;!'.1.2'8 141790 

W17-:Xl21 SS.SOC 8,13! !46071 U~:10 20.251! 9051 ZZl335 44715 

lll<2·1021l 11~1~ u,i; l9&.S 42211 21J15 4()51! 71,$96 47.S26 

)W7200J 1U~ 4798 1.n;! 741 1MB1 S,!',,15 

1002-:iro,; ~1'00 1 nz 2.106 212 1, m 1 ~ 

iWll·zo,t• --- ___ ,_. ---'- --- __ ,_. ---' 

r,:,111 s '3l.G<!~ • n1 02 s s1-0.w, i 2ngn , a,m s 41.ros $ 724.~43 s •51 oos - --- - --- -~~ - --- ~--
(1) Tho!tll""'"' )'Hltf<wp.,.-,,,.,,lof~o<J ,o,1<10,l?'fY-""d""""'M•-""IOdS,C:•lo-l"')'•tn<>lp<ad!C<iblelO<ltl<1m,<>0 

Governmental Activities Long-tem1 Liabilities 

General Obligation Bonds 

The City issues general obligation bonds to provide funds for the acquisition or improvement of real 
property and construc!!on of affordable housing General obligation bonds have been issued for both 
governmental and business-type ac11vities. The net authorized and unissued governmental activities 
general obligation bonds for the fiscal year ended June 30, 2006, are as follows (in thousands) 

Governmental ActMtles • General Obligation Bonds 
(in thousands) 

Authorized and unissued as of June 30, 2005 .. , .. 
Bonds issued: 

Series 2005E, Califania Academy of Sciences Improvement Bonds 
Series 2005F, Steinhart Aquarium Improvement Bonds. 
Series 2005G, Branch Library Facilitics lmprtNement &xids, .. 
Sones 2005H, Zoo Facilities Bonds .. 
Series 20051, Lagtma Honda Hospital., . 

Net aulhonZed and unissued as of June 30, 

$ 565.185 

(79.370) 
(29,245) 
(34,000) 

(7,505) 

(69,000) 

$ 346.]_065 

There were no new au!horizations on general obligation bonds 1n fiscal ye,:ir ended June 30, 2006 

1n July 2005, the Cily issued $150:1 million in General Obligation Bonds, consisting of California 
Academy of Sciences Improvement Bonds. Series 2005E 1n the amount of $79.4 million; Steinhart 
Aquarium irnproverneni 6011(.bi, St:11~~ 200[,F i11 ti,t, dn,uunt or $2S.2 r;.l::ior,; D,a,,c,'. Ubrar; fac;litiaa 
Improvement Bonds, Series 2005G. 111 the amount of $34 million and Zoo Facilities Bonds, Series 2005H 
in the amount of $7 5 million Interest rates range from 3.0% to 5.0%. The bonds mature from June 2006 
through June 2025 Debi service payments are funded through ad valorem taxes on property 

The California Academy Sciences Bonds were issued to provide funds to finance !he acqu1si!to11, 
construction, and reconstruction of certain improvements to the Ca,1forrna Acaoemy of Sciences, anct a1! 
other works, property and stniclures necessary or convenient for these purposes The Ste,nrtart 
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Aquarium Bonds were issued to provide funds to f1n,mce the acquisition, constructmn and reconstruction 
of certain improvements to !he Steinhart Aquarium, and all other works, property and structures 
necessary or convenient for !hose purposes. The Branch Library Faci!ilies Bonds were issued lo provide 
funds to finance the acqwsition, renovation and construction of branch libraries and olher library faci!it,es, 
convenient for these purposes. Trie Zoo Facilities Bonds were issued to provide funds to finance the 
acquisition, construction andlor reconstruction of San Francisco Zoo foc1'ilies and properties and au other 
works, property and s!n.1c!ures necessary or convenient for jh<,se rurposes 

ln September 2005, the Cily issued General Obligation Bonds, Laguna Honda Hospital, Series 20051 in 
the amount of $69 million. lnte:-est rates range lrorn 4.0% to 5.0%. The bonds mature from June 2006 
througr. Jur:c 2030 The bends '.'!ere ,~!rned to provide !unds 10 finqn,;e thP P.rri111si!1rm, impmvement. 
construction andlor reconstruction of a new health care, assisted living andior other type of continuing 
care facil!ty or facililies to replace Laguna Honda Hospital. Debt service payments are funded through ad 
valorem taxes on property 

~f!gv!!!_!ue Bonds 

The changes in governmental act1vrties • lease revenue bonds for the year ended June 30, 2006 were as 
follows 

Governmental Activities • Lease Revenue Bonds 
(in thousands) 

Authonzed and unissued as of June 30, 2005 
Increase in autrionzation in this fiscal year. 

Current year annual increase i:1 Finance Corporation's equipment program ... , 
Current year maturities in Finance Corporation's equipment program . 

Bonds issued: 
Senes 2005A. San rranc1sco Finance Corporation .... 
Series 2006A. San Fraocisoo Firn;1oce Corporation 

Net authorized and unissued as of June 30, 2006., 

Finance Corporation 

$ 135,554 

1,980 

8,720 

(9,420) 
_ (10.135) 
$ 126,699 

The purpose of the Finance Corporation is to provide a means to publicly finance through lease 
financings, the acquisition, construction and installation of facilities. equipment and other tangible real and 
personal property for the City's general governmental purposes 

The Finance Corporation uses lease revenue bonds to finance !he purchase or construction of property 
and equipment, which are in tum leased to !he City under the terms of an Indenture and Equipment 
Lease Agreement. These assets are then recorded in the basic financial statements of the City. Since 
the sole purpose of the bond proceeds is to provide lease f1nanc1ng to the City, any amounts that are not 
applied towards the acquis1!1on or construct;on or real and personal property such as unapplied 
acquisition funds, bond issue costs, amounts withheld pursuant to reserve fund requirements, and 
amoun1s designated for capitalized interest are recorded as deferred credits until such time as they are 
used for their intended purposes. 

(a) Equipment Lease Program 

1n the June 5, 1990 election, the voters of the City approved Proposition C. which amended the City 
Charter to allow the C1!y to tease purchase up to $20 million of equipment through a nan-profit 
corporation usmg tax-exempt obligations 

Beginning July 1, 1991, the rinance Corporar,on was authorized to issue lease revenue bonds up to 
S20 million in aygregale princi;:>al amount outstanding plus 5% annual Adjustment each July 1. As of 
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June 30, 2006, the total authorized amount is $41.6 million. The total accumulated annual 
authorization since 1990 is $21.6 million, of which $2 million is new annual authorizalion for the fiscal 
year ending June 30, 2006 

The equipment lease program functions as a revolving bond aulhmizal1on fund. That 1s. for each 
dollar in bond principal that is repaid, a new dollar can be iss(ied. The Finance Corporation has 
issued $123.6 million in equipment lease revenue bonds since 1991. As of June 30, 2006, $94.6 
million has been repaid, leaving $29 million in equipment lease revenue bonds outstanding and 
$12.5 million available for new issuance. 

In October 2005, the Finance Corporation issued i1s lhirtie!h Series of eqwprnent !ease reven\le 
bonds, Series 2005A in the amount of $9.4 million, with interest rates ranging from 3.25% to 5% 
The bonds mature from April 2006 to October 2010. 

In April 2006, !tie Finance Corporation issued its fourteen!h Series of equipment lease revenue 
bonds, Series 2006A in the amount of $10.1 m!llion, with interest rates ranging from 3.375% to 4%. 
The bonds mature 'rom October 2006 to October 2011. 

(b) Ql!x:.i!'.](;!e Commun!catlon System 

In 1993, the voters approved the issuance of up to $50 million in lease revenue bonds to finance the 
acquisition and conslrucl•on of a citywide emergency radio communication system (800 MHz). Tt1e 
Finance Corporation issued two series !n January 1998 and January 1999 fo1 $31 2 million and 
$18.7 million, respectively. As or June 30. 2006, U1e amount authorized and unissued was $0.1 
million. Further, in 1994, the voters approved the issuance of up to $60 million in lease revenue 
bonds to finance the acquisition and cons!ruction of a combined emergency communication center 
lo house the City's 911-emergency communication system. The Finance Corporation issued two 
series in June 1997 and in June 1998 for $22.B million and $23.3 million, respect,vely. As of June 
30, 2006, the amount authorized and unlssued was $14.1 million. 

(c) Moscone Center West Expansion Project 

In 1996, the voters approved the issuance of up lo $157.5 million in !ease revenue bonds for the 
purpose of financing a portion of the costs of acquiring, constructing, and improving a free-standing 
expansion to the City's Moscone Convention Center. On November 2, 2000, Series 2000-1, 2000.2 
and 2000·3 tolaling $157.5 million were issued. Each series of bonds may bear interest at a 
different rate and in a different in!erest rate mode from other series of bonds. Currently, lhe bonds 
bear interest at a weekly rate_ 

Fillmore Renaissance Center Project Loan 

In July 2005, the City entered into an agreement with the Department of Housing and Urban Development 
(HUD) for an approved Section 108 Loan in !he maximum amount of $5.5 million The funds were 
committed to lhe Fillmore Renaissance Center Project. a mixed-use commercial housing development 
locate<l in San Francisco Redevelopment Agency's Jazz Preservation District. During the fiscal year 
2005-2006, HUD advanced lo the City loan funds totaling $5.4 million. 

There are quarterly interest payments only in the first two years based on the variable 90-0A Y UBUR 
rate on the outstanding principal balance. Principal payments will begin in August 2007 through August 
2025 at an interest rate to be determined when the loan is converted into a fixed rate financing by the 
City. The average rnterest rate on the loan is 4.74% from lts first payment in August 2005 through June 
30, 2006. 
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Business· Type Activities Long· Term Liabilities 

The following provides a brief description of the current year additions to the long-term debt of the 
business-type activities. 

San Francisco lnternaliqnal_ AjrQQJ.! 

In February 2006, the San Francisco ln!ema!ional Airport {SFO or Airport) issued its Second Series 
Variat>le Rate Revenue Refunding Bonds Issue 33 (Issue 33 Bonds) in ten separate series 1n the principal 
amount of $467 million. The Issue 33 Bonds were inilially issued as variable rate bonds in a \.'v'eekly 
Mode, subject to conversion by the Airport to another interest rate mode. The initial interest rnte was 
established by the Airport for the in!erest rate period commencing February 15. 2006 for each series of 
Issue 33 Bonds 

Each series of the Issue 33 Bonds may bear a different interest rate and be subJect to a different rnode 
As of June 30, 2006. each series of the Issue 33 Bonds was in a Weekly Mode. For Iha period February 
15, 2006 through June 30. 2006, the average inlerest rate on !he Issue 33 Bonds was 3.415%. 

Proceeds from the Issue 33 Bonds were deposiled into an irrevocable trust with an escrow agent to 
advance refund certam of !he SFO's Second Serles Revenue Bonds as follows (in thousands): 

Amount Call 
RelundEtd lnleresl Rate ~ 

Second S\!nes Revenue Bond Issuance: 
,ssue 10 $ 162,100 5.126%-5.700% S 102.000 
Issue 12 163.{25 S.500% · 5.900% 101.000 
Issue 13 56.730 S.500% · J.1_000% 101.000 
Issue 14 51,745 5.500% • J.l.000% 101.000 

454~300 

The refunded Second Series Rever1ue Bonds have final maturity dates ranging from May 1, 2006 to May 
1, 2026 and were called on May 1. 2006. 

The net proceeds of $463.1 million (after paymcn! of $3.9 million in underwrillng fees, insurance and 
surety premiums. and costs of issuance) plus an additional $6.1 million (11et of payment of $2.5 million to 
a cost of issuance account) of available debt service funds were used to purchase U.S. Treasury 
Securities - Slate and Local Government Series. These securities were deposited in an irrevoC<1bte trust 
with an escrow agent to provide debt service payments on refunded boods identified above until called on 
May 1, 2006 

The refunded bonds are considered loga!ly defeased where !he debt is legally salisf1ed based on certain 
provisions in !he debt instrument even though the debt is still outstanding. Accordingly, the liabili!y for the 
refunded bonds has been removed from the accompanying sta!ements of net assets. 

Although 1he refunding rnsulled in the 1ecognilion of a deferred accounting loss of $12 5 mi!!ion for ltm 
year ended June 30, 2006. the Airport in effact reduced its aggrngate debt servico payrnen1s by 
approximately $101.2 million (based on an interest swap rate of 3.39% for the hedged portion, and an 
assumed interest rale of 3.62% for the unhedged portion of lhe Issue 33 Bonds) over !he next 21 years 
and obtained an economic gain {the difference between the present values of the old and new debt 
service payments), of $79.2 mllllon. 

During fiscal year 2004-2005, the Airport Issued Second Series Revenue Refunding Bonds !ssue 31 F and 
Senes Issue 32 for $109.1 miliion and $197.7 million respectively, to refund previously issued debt The 
Series Issue 31 F Bonds were issued as fixed rate bonds. The Series Issue 32 Bonds were initially issued 
and remain in auction mode, subject to conversion by the Airport to another mterest rate mode_ 
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Each series of Issue 32 Bonds may bear a ditterenl interest rate and fs subJect to different auction 
periods. As of June 30, 2006, series 328, 32C and 320 were in a 35-day auction period and Series 32A 
and 32E were in a 7--day auction period. For the period July 1, 2005 through June 30, 2006, the average 
interest rate on the Issue 32 Bonds was 2.791%. 

SFO e111ered into seven frnward·starting interest rate swap agreements In December 2004 1n connection 
wit11 lhu anhdµatcd issu<mce of its Second Series Variable Rate Revenue Refunding Bonds, Issue 32, on 
February 10, 2005, and a portion cf its Variable Rate Reftmd1ng Bonds, Issue 33, on February 15. 2006 
Pursuant to !hese interest rate swaps, SFO receives a mon!h!y variable rate payment from each 
coun!erparly equal lo 63.5% of the USD-LIBOR~BBA, plus 0.29%, times the notional amount of !he swap, 
which is intended lo approximaie to the variable ir,tmesl tc>les SFO pays on the Issue 32 Bonds and the 
hedged portion of the Issue 33 Bonds. SFO makes a monthly fixed rate payment to tho counterparties as 
set forth below. The objective of the interest rate swaps is to ad1ieve a synthetic fixed rate with respect to 
!he Issue 32 Bonc!s and the hedged portion of the Issue 33 Bonds. 

For the fiscal year ended June 30, 2006, SFO paid the total of $9.5 million in fixed rate payments lo the 
C'.)*J'1!'2'']:'!'!rt•'2'':1' ,.:,n,j r':'<:':'i"':'rl AA 7 millir,n in fln:oiling r::i!P. f]Ryments in re1urn. resulting in total net swao 
payments to the counterparties of $0.8 million. During ttie same period, SFO made variable interest rate 
payments on 1he related bonds of $8.5 million. resulting in SFO receiving $0.2 million more from the 
counlerparlies than it paid in interest on the related variable rate bonds. The effective synthetic fixed rate 
on the related bonds was 3 34%. 

The four inlerest rate swaps relating lo lha Issue 32 Bonds went into effect on February 10, 2005, 1he 
date of the issuance of the Issue 32 Bonds, and the first payments commenced on March 1, 2005. The 
three interest rale swaps relating to the Issue 33 Bonds went into effect on February 15, 2006, the date of 
issuance of the Issue 33 Bonds and the first payment commenced on March 1. 2006. All of the interest 
ra!e swaps are terminable at any time al the option of SFO at their fair market value. 

The interest rate swaps relating to the Issue 32 Bonds terminate by their terms on May 1, 2026, the final 
maturity date for the Issue 32 Bonds. The following is additional information regarding each swap and the 
coun!erparties as of Juna 30, 2006 (in thousands): 

Cg1.mterparty FiHd rata 
lnltlal notkmal credit ratings payable by Fair value 

CounNl!l!!!~uar.m!or amount jS&PIMoo!!x's) Aire£!:! ~ 
J P. Morgan Cha$& Bank. NA. $ ,0000 AA·l~2 3.444% $ 3.425 
Bear Sterns Cal:)ital Mark,:ts, Inc. l0.000 NA\ 3.444% 1.468 
JP. Morgan Cha$& Bank, NA 69,930 AA·!Aa2 3.445% 3.415 

Bear srerns Capital Ma1cet;<, Inc ·- _29,970 NA\ 3 445% ~ 
(Aggregatil nolmrial amoum) _}~900 _! __ ~_Jf2 

The in!erest rate swaps relating to the Issue 33 Bonds termirate by their terms on May 1, 2019, the final 
maturity dale for !he Issue 33 Bonds. The following is additional lnf0rmat1on regarding each swap and 
counlerparlitts as of June 30, 2006 (!n thousands): 

Counterpartylquaranlor 

'·····--········-·· ... l":~ .... L .............. . 
Bear Sterns Capital Ma,kets. Inc. 
Lehman Brothers S;:,ecial Financi~I Inc 

(Aggregate nobom,1.imo1.mtJ 

Initial noHonal 
amo.lli!L...._ 

73iFO 

~- .. £Q.'.i\100 
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Co1mterpany 
credll nrtingB 
!S&P/M~'$) 

A/A1 

NAl 
NA\ 

F,.:edrate 
payable by Fatrvalu& 

A!!E:!rt 10Alrp0n 

3.J9~'" ~ ? 71>; 

3 393% 1,164 
3 379% ~ 

$ 7.6~'?_ 

Risks Disclosure 
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The aggregate market fair value to the Airport from t;me to time, if any, of the interest rate swaps w,th any 
single counterparty is the maximum amount of credit e:,,:posure the Airport will have lo lhal counterparty. 
The Airport has limited counterparty credit risk by limiting its exposure lo any on~ cou>1lerparty. Under the 
terms of the swaps, counterparlies are required to post collateral consisting of specified U.S. Treasury 
and Agency securities for the fair morkot voiuc of lhe swap !ha! exceeds specified thrnsholrl<: which are 
linked to !he counterparly's credit ratings. Any such collateral win be held by the Airport's custodial bank 
There is limited basis risk with respect to the interest rate swaps, as the Airport has chosen a variable rate 
index designed to closely approximate !he variable rates payable on the Issue 32 and 33 Bonds. The 
Aiipu1! h<:1s lim,ted terr,·,inatlo1, nsk with ;c,spect to the interest role swaps. Thnt dsr. would :arise prirr,l'!rily 
from certain credil·rela!ed events or events of derauU on the part of the Airport, the rnunie1pal swap 
insurer. or the counlerpar"ly. The Airport has secured municipal swap insurance for its paymon!s, 
including termination payrm:1nls, due under each interest rate swap from insurers currently rated 
AANAaa 

A(kl,tinn::11 TPrm;nl'!tion Events under the swao documen1s in respect of the Airport include an insurer 
payment default under the applicable swap insurance policy, and certain insurer ratings downgrades or 
specified insurer non·payrnent defaults combined with a termiration event or event of default on the part 
of the Airport or a ratings downgrade of the Airport below investment grade. 

Additional Termination Events under the swap documents in respect of coun!e,pa1ty include a ratings 
downgrade below investment grade followed by failure of the counterparty to assign its rights and 
obligations under 1he swap documents to another entity acceptable to 1he applicable insurer wi!trn 15 
business days. 

San Francisco Weter Department 

During fiscal year 2005-2006, the San Francisco Water Department (Water Deparlme"lt) issued 2006 
Water Revenue Bonds. Series A (the 2006 Series A Bonds) in !he amount of $507 .8 m1llion. The purpose 
of the bonds is to finance improvemerits to the City's water system and !o retire commercial paper 
outstanding. The bonds were insured by a municipal bond insurance company and carried Aaa and AAA 
ratings from Moody's and Standard & Poor's respectively. The 2006 Series A Bonds include current 
interest and serial and term bonds with interest rates varying from 4% to 5%. The currenl interest serial 
bonds mature through November 1, 2027 and 1he current interest term bonds mature on November 1, 
2031, 2033 and 2036. 

Dur,ng fiscal year 2005-2006, !he Water Department issued 2006 Water Revenue Refunding Bonds. 
Series B (the 2006 8 Refunding Bonds) in !he amoun1 of $110.1 million. The purpose of these bonds is 
to refund a portion of the 1996A Series A Bonds a'ld lhe 2001 Series A Bonds These bonds were 
insured by a municipal bond insurance company and carried Aaa and AAA ratings from Moody's and 
Standard & Poor's respectively. The 2006 B Refundirlg Bonds include serial bonds with interest rates 
varying from 4% to 5%. The current interesl serial bonds mature through November 1, 2026. 

§s!.r:! Francisco Wastewater Enterprise 

Tt-e San Francisco Wastewater Enterprise (Wastewater) has entered into several contracts (Slate 
Revolving Fund Loans) with the Stale Water Resources Control Board (SWRCB) under which 
VVasiewaior borruwe,J uµ iu i,)re~1,1jL,.,,J 111,;i,..;,.,.,""' ..,,,,,uu"'"' .v f;, ,a,,,,., lh,.. '"" , • .,t,., ... 1;,.,,, ... r ..,,..,J,.,;,, f.::;,,...!.l ..... ~. 
The amount of loans outslanding as of June 30, 2006 is $118.9 million, with interest rates ranging from 
2 8% to 3 5%. and malures from April 2007 through January 2021. 

Component Unit Debt- San Francisco Redevelopment Agency 

The current year debt activities or Pie San t-rancisco Redevelopment Agency are discussed in note 1 L. 
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EMPLOYEE BENEFIT PROGRAMS 

(a) Retirement Plans 

The City maintains a single-employer, defined benefit pension plan (the Plan) which covers substan!ial!y 
al! of i!s employees, and certain classified and cert,fied employees of the San Francisco Community 
College District and Unified SchOOI District The Plan Is administered by the San Francisco City and 
County Employees' Retirement System (the Retirement System), Some City employees participate in the 
California Public Employees Retirement System (PERS), an agent multiple-employer, public employee 
pension plan whieh covers certain employees in public safely functions, !he Port, SFO and the 
Redevelopment Agency. 

Employees' Retirement System 

Plan Description · Substantially a!! full-time employees of the City participate in the Plan The Plan 
provides basic service retirement, disabilrty and death benefits based on specified percentages of defined 
final average monthly salary and provides annuat cost-of-living adjustments after retirement. The Plan 
also provides pension continuation benefits to qualified survivors. The San Francrsco City and County 
Charter and Administrative Code is the authority which establishes and amends the benefit provisions 
and employer obligations of the Plan. Tue retirement relaled payroll for employees covered by the 
Retirement System for the year ended June 30, 2006 was approximately $2, 155 billion. The Retirement 
System issues a publicly available financial report that includes financial statements and required 
supplementary information for the Plan. That report may be obtained by writing to the San Francisco City 
and County Employees' Retirement System, 30 Van Ness Avenue, Suite 3000, San Francisco, CA 94102 
or by calling (415)487-7020, 

M~mbership 

Membership of the Retirement System at July 1, 2005 !he date of the latest actuarial valuation is: 

Police ~ others ~ 
Retirees and beneficiaries 

currenHy receiving benefits ~ ---1!Q.!L ~ 20.093 

Active members' 
Vested 1,841 1,371 19,271 22,483 
Nonvested 252 261 6, 168 6,681 

Subtotal. 2093 1,632 25,439 29,164 

Tola!. ~ ~ 41,553 49.257 

As of July 1, 2005 there were 2,833 terminated members entitled to, bui not yet receiving benefits. 

Plan member contributions are recognized in the period in which !he conlnbu!ions are due Benefits and 
refunds are recognized when due and payable in accordance with the terms of the Plan. 

Fundir:!.IL.fglifl • Contributions are made to the basic plan by bolh the City and the participating 
employees. Employee contribulions are mandatory. Employee contribution rates for fiscal year 2005-
2006 varied from 7% to 8% as a percentage of gross salary. The City is required lo contribute at an 
actuarially determined rate. Based on the July 1, 2005 actuarial report, the required employer 
contribution for fiscal year 2005-06 was 6.58 percent In collective bargaining during the year ended June 
30, 1994, the City and County agreed to pay a portion of the employee contributions on behalf of 
employees. From 1994 through June 2003, the Ci!y and County portion of these contributions has been 
negotiated through the various unions on a member group basis, and did not exceed 8% of base salary. 

99 

CITY AND COUNTY OF SAN FRANCISCO 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2006 

For fiscal year ended June 30, 2006, mos! employee groups agreed through col!ect1ve bargaining for 
employees to contribute the full amount of the employee cnnlribu1ions on a prelax basis, 

Employer contributions and member con!ribu!ions made by the employer to the Plan are recognized 
when due and the employer has made a formal commitment to provide the contrihulions 

Annual Pension Cost - The annual required con!ribution for !he current year was determined as part of an 
actuarial valuation performed as of July 1, 2005. The actuarial method used was the entry age normal 
cost method. The significant actuarial assumptions indude: (1) annual rate of return on investmen!s of 
8%; (2) inflation element in wage increases of 3.5%; and (3) salary merit increases of 4.5'Ye. Unfunded 
liabilities are amortized using the level percentage of payroll method. Changes in actuarial gains and loss 
assumptions af'ld purchasable services are amortized as a level percen1age of pay over a closed 15 year 
period. Plan amendments are amortized over 20 years. 

Three-year !rend information is as fo'lows (amounts ,n thousands): 

Fiscal Year 
Ended 

6/30/2004 
6/30/2005 
6/30/2006 

Annual 
Pension 

Cost {APC) 

s 
83,664 

126,533 

California Public Employees' Retirement System 

Percentage 
ofAPC 

Contributed 

NIA 
100% 
100% 

Net 
Pension 

Obllgauon 

$ 

Various City public safety, Port. and all Redevelopment Agency employees are eligible to participate in 
PERS Disclosures for tho Rcdevotopmen! Agency are included in the separately issued financial 
statements. 

Plan Description - The City contributes to PERS, an agent multiple-employer public employee defined 
benefit pension plan for safety members and a cost-sharing multiple-employer plan for misce'laneous 
members. Effective with the PERS June 30, 2003 actuarial valuation, PERS mandated that the City's 
miscellaneous members plan be inr.luded in a cost-sharing multiple-employer plan consisting of various 
government entities with plan mernbP.rships of less !han 199 active members. PERS provides retirement 
and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. PERS acts as a co11mon inveslment and administrative agent for participating public 
entities within the Stale of Celifornia. Benefit provisions and all other requirements are established by 
slate statute and City ordinance. Copies of PERS' annual financial report may be obtained from their 
executive office: 400 P Street, Sacramento, CA 95814. A separale report for !he City's p:an within PERS 
is not avatlable 

Miscellaneous Plan 

Funding Polley· Miscellaneous plan • Participants are required to contribute 7% of their annual covered 
salary. The City is required to contribute at an actuarially delerrrnned rate. For the miscellaneous plan, 
the fiscal year 2005-2006 cor1!ribulion rate is 0% of annual covered payroll. The contlibution 
requirements of plan members and the City are established and may be amended by PERS. 

Ann!.!_al Pension Cost MiscollanElQ.l!~ plan • cost for PERS for fiscal year 2005-2006 was equal to the 
City's required and actual contributions which was determined as part of !ho ,Juno 30, 2003 actuarial 
valuation using the entry age acluarial cost method. 
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Three-year payment trend information is as follows (amounts in thousands)· 

Annual Percentage 
Fiscal Year Pension ofAPC 

~ Cost jAPC) ~uted 

6/30/2004 • NIA 
6/30/2005 NIA 
6{30/2006 NIA 

Safely Plan 

Not 
Penalon 

Obligation 

Fund1ngJ':o!icy - Safety plan Participants are required to contribute 9% of their annual covered salary 
The City makes the cootributions required of City employees on !heir behalf and for their account. The 
City is required to contribute at an actuarially determined ra!e FOf the safety plan, the fiscal year 
contribution ra1e iS 20.850% because the City is funded al 96.7%. The contnbutiori requirements of plan 
members and the City are established and may be amended by PERS. 

Annuai Pension Cost - Safety Pian - cost for PERS for iiscai year 2005-2006 wc1s equc1i iu ilit! Ciiy":; 
required and actual contribulions which was determined as part of the June 30, 2003 actuarial valuation 
using !he enlr)' age actuarial cost method. The assumptions included 1n 1he Jurie 30. 2003 actuarial 
valuation were: (a) 7.75% investment rate of return (net of administrative expenses), (b) 3.25% to 13.15"/,, 
projected annual salary increases !hat vary by age, service and type of employment. and {c) 3.25% per 
year cost-of-living adjustments. Both (a) and {b) included an inflation component of 3.00%. The actuarial 
value of PERS assets was determined using techniques that smooth the effects of short-term volatility in 
the market value of investments. Changes in unfunded liabi!ily/(excess assets) due 1o changes in 
actuarial methods or assumptions or changes in plan benefils are amortized over as a level percentage or 
pay over a closed 20 year period. Actuarial gains and losses are first offset against one another and then 
10% of the net unamortized gain/loss is recognized. 

Three-year trend 1nformauon is as follows (amounts in thousands): 

Annual Percentage 
Fiscal Year Pension of APC 

Ended Cost jAPC! Contributed 

6/30/2004 $ 5.606 100% 
6/30f2005 3,689 100% 
6/3012006 6.736 100% 

(b) Deferred Compensation Plan 

"'' Pen,lon 
Obligation 

$ 

The City offers its employees a deferred compensation plan in accordance with !nlemal Revenue Code 
(IRC) Section 457. The plan, avatteble to all employees, permits them io defer a portion of their salary 
until fu1ure years. The deferred compensation is not available to employees or other beneficiaries until 
termination, retirement, dealh, or unforeseeable emergency. 

The City has no administrative involvement and does not perform the investing function. The City has no 
fiduciary accountability for the plan and, accordingly, the plan assets and related liabilities to plan 
part1c1pants arc not included in the basic financial statements. 
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(c) Health Service System 

The Health Service System was established in 1937 Heal!h care benefits of employees, retired 
employees and surviving spouses are financed by beneficiaries and by the City through the Health 
Service System. The employers' contrlbutKJn, which includes the San Francisco Community College 
District and Unified School District, amounted to approximately $404.7 million in fiscal year 2005,2006 
The employers' contribution is mandated and detemm1ed by Charter provision based on 
con tr but ions made by !he ten most populous counties in Ca11torrna. 1nc1uctea 1n tn1s amount is 
million to provide post-employmen! hcallh care benefits for 20,798 retired employees. The City's liability 
for both current employee and post-employment health care benefits is limited to ils annual contribution. 
The City's contribution is paid out of current available resources and funded on a pay-a~you-go basis. 
The Health Servrce System issues a publicly available financial report that includes f1nanc1a1 sta!ements 
and required supplementary information for the health care benefts That report may be obtained by 
writing to the San Francisco Heallh Service Syslem. 1145 Market Street, Suite 200. San Francisco, CA 
94103 or by calling (800) 541-2266. 
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(10) SAN FRANCISCO COUNTYTRANSPORTA.TION AUTHORITY 

Tho San Francisco County Transportation Authority (the Authority) was established in 1989 by the voters 
of the City and Counly of San Francisco pursuant lo State Gode Sec!ion 131.000. The purpose of the 
Authority is to impose lhe voter-approved transac!ions and use tax of one-half of one percent to fund 
essential !raffic and transportahon projocts, as set forth in the San Francisco County Transportation 
E>::penditure Plan, for a period not to exceed 20 years_ Tho principal focus of the Authority's Expenditure 
Plan is lo define a program of prioritized projects to ensure !hat funding 1s allocated across major 
transporiation catr.gorios. The City accounts for these activities in the other governmental funds. 

In June 1992, !he Authority was designated by the Board of Supervisors as the overall program manager 
for !he local Guaranl~e share of !ransportation funds available through the "Transpor!ation Fund for 
Clean Au.,, Program (AB 434) which is administered by the Bay Area Air Quality Management District 
The source of funds is a $4 00 surcharge on the vehicle registration fee. 

The Authority serves as the Conges!lon Management Agency under state laws. and in that capacity 
prio0 ilizes s'.ate and federal transportation funds for San Francisco. The funding is administered by the 
Met~opolitan Transportation Commission in accordance with the Federal Surface Transporlalion Program 
for congestion management activities. 

During fiscal years 1989-1999, $6 mill,on m lntermodal Surface Transportation Efficiency Ac! (ISTEA) 
Sectioo 204 funds were granted to the California Department of Transportation (Ca!trans) for 
environmental impact research and study and lhe preliminary design for the Doyle Drive Replacement 
Project. The !STEA grant was awarded to the Authority, which also manages the Doyle Drive lntermodal 
Study, which is funded by Caltrans. In April 1998, the Authority and Caltrans signed a Memorandum of 
Understanding designating the Authority as lhe lead agency for the environmental study. The Doyle 
Drive Environmental Impact StalemenVRepori (OEISJR) was completed and circulated for public 
comment in OecemOOr 2005, and on September 26, 2006, through Resolution 07-17, !he Authority 
selected Alternative 5 (Presidio Parkway) with specified design options, as the Preferred Alternative to be 
identified within the Final Environmental Impact Statement/Report for the Doyle Drive Replacement 
Project On September 1, 2006, Cal!rans gave the Authority an authorization to proceed with preliminary 
engineering for the Doyle Drive Replacement Project, allocating $4.8 million in Safe Accountable Flexible 
Efficient Transporiation Equity Act A legacy for Users.(SAFETEA-lU) funding. 

In November 2003, the City voters approved Proposition K amending the City Business and Tax Code to 
extend the sunset date to 2034 from 2010, continue the existing half-cent sales tax, and replace the 1989 
Proposition B Expenditure Plan with a new 30-year Expenditure Plan. The new E>::penditure Plan 
Includes investments in four major categories: Transit, Streets and Roads (includmg street resurfacing, 
and bicycie and pedestrian rmprovemonts): Parntransit services for seniors and disabled people; 
Transporiation System Management/Slraiegic Initiatives, to fund neighborhood parking management, 
land use coordination, and beautifica!ion efferis; and Major Capital Projects. The maier capital proJects to 
t:>e funded by the new Expendrture Plan are development of the Bus Rapid Trnnsil/MUN! Metro Network. 
construction of the MUNI Central Subway (Third Street light Rail Project - Phaso 2), construction of the 
Caltrain Downtown Extension to a rebuilt Transbay Terminal and replacement of lhc South Access to the 
Golden Gale Bridge (Doyle Drive). The Authority may modify the Expendi!ure Plan with voter approval, 
and the half--::ent sales tax would continue as long as a new or modified plan is in effect Under the 
current Proposition K legislation, the Authority directs the use of the sales tax and may spend up to 
$485.2 million per year and issue up to $1.88 billion i11 bonds, to be repaid from the half-cent sales tax 
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(11) DETAILED INFORMATION FOR ENTERPRISE FUNDS 

(a) San Francisco International Airport 

San Francisco lnternalional Airpmt (SFO), which is owned and operated by the City, is !he principal 
commercial service airport for the San Francisco Bay Arca. A five member Comrnission is responsible for 
the operation and management of SFO. SFO is located 14 miles soulh of downtown San Francisco in an 
unincorporated area of San Mateo County between lhe Bayshore Freeway (U.S. Highway 101) and the 
San Francisco Bay. According lo final data for calendar year 2006 from the Airporis Council International 
(the ACI), SFO Is one of the largest atrporis in tho Uniled States both in terms of passengers (14th} and 
air cargo (13th). SFO is also a major origin and destination point and one of the nation's principal 
ga1ewnys for Pacific traffic. 

The San Francisco Bay Area Rapid Transit District (BART) extension to SFO creates a convenient 
connection between SFO and the grea!er San Francisco Bay Area. An intermodal station in the City of 
Millbrae provides a direct link to Callrain offering additional transit options and connections to the 
southern parts of !he Bay Area. Access from lhe BART station throughout SFO is enhanced t:>y the 
AlrTrain system, a shultlc lrain that connects airport terminals. The AirTrain system provides transit 
service over a "terminal loopp to serve the terminal complex and over a ~north corridor loop" to serve the 
rental car facility and other locations situated north of the terminal complex. 

SFO has developed a revised Capital Plan to better fit the changes in the aviation industry. The revised 
Capital Plan was approved in Marcil 2005 and included projects related to improvements to the airfield, 
groundside ac!!vities and customer service functions, environmental mitigation, ulilities infrastruclure 
upgrades, seismic retrofit of ceriain facilities, health, safely and security enhancements, i:ind cost savings 
and revenue generating enhancements. 

In May 2006, SFO obtained a direct-pay letter of credit with a maxirr-um stated principal amount of $200 
l'lillion. The subordinate lien Resolution authorizes a maximum principal amount of notes of $400 
million, There were no commercial borrowings during the year ended June 30, 2006. 

In addition to the !ong-lerm obligations discussed above, !here is $112 million and $115 million in Special 
Facilities Lease Revenue Bonds outstanding at June 30, 2006 and June 30, 2005, respectively, for SFO 
FueL SFO Fuel is required lo pay facilities rent to SFO in an amount equal to debt service payments and 
required bond reserve account deposits on lhe bonds. The principal and interest on the bonds will be 
paid solely from the facilities rent payable by SFO Fuel to SFO. SFO assigned its right to receNe the 
facilities rent to the bond trustee to pay and secure the payment of the bonds Neither SFO nor the Cily is 
obligated in any manner for the repayment of thesn obligations. and as such, they are not reported in the 
accompanying financial statements. 

In July 2001. the Federal Aviation Adminlstrallon (FAA) approved SFO's first Passenger Facility Charge 
application {PFC#1) lo impose and use a S4.50 Passenger Facility Charge (PFC) per enplaning 
passenger from October 1, 2001 !hrough Juno 1, 2003, to pay for approximately $113 million in PFC 
eligible project development activ!!los and studies associated with the potential runway reconfiguration. 
In March 2002, the FAA appmved SFO's PFC Application Number 2. (PFC#2) lo impose and use a $4.50 
PFC per enplaning Pi:ISSenger from June 1, 2003 through April 1, 2008, to pay for approximately $224 
m1!11on 111 the principal and interest on bonds issued for certain elig1t:>le costs relating lo the new 
hternational Termmal Complax. ln October 2005, the FAA approved an amendment to PFC #2 charge 
expiration date to October 6, 2005 due to full co!!eclion of the authoriLed amount. In September 2006, 
the FM notified the Airpori that 1he charge expiration dale of PFC #2 will be recorded as of November 1, 
2005. 

!n November 2003, the FM approved SFO's third PFC application (PFC#3) to impose and use a $4.50 
PFC per enplaning passenger for approximately $539 million to pay for debt service costs related lo the 
construction of the new inlernatio."lal terminal and boarding areas A and G. The collection period for PFC 
#3, as originally approved. was from November 1, 2008 to November 1, 2016. In January 2004, the 
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collection period was revised to commence January 1, 2006 wi!h a charge expiration date of January 1, 
2016. In October 2005, lhe collection period for PFC #3 was revised to commence October 6, 2005. 
Subsequently 1n July 2006, the FAA approved an amendment to PFC #3 increasing the authorized 
amoun: by $70 milllon. In September 2006, the FAA notified !he Airport that the revised date for the start 
of collect1ons for PFC #3 is recorded as of November 1, 2005 with a revised estimated charge expiration 
dale of January 1. 2017. 

For the year ended June 30, 2006, SFO rep-0rted approximately $62.1 million of PFC revenue, which is 
included in o!her nonoperaling revenues in the accompanying basic financ,al statements. SFO 
(IP5igni:1100 $67. 7 million of PFC revenues as "Revenues" under the 1991 Master Bond Resolution for the 
purpose of paying debt service in fiscal year 2005-2006. 

Due !o SFO's noise mitigation efforts, significant progress has been made in reducing the impact of 
aircraft noise on the communities surrounding the Airport through the implementation of (1) noise 
abatement flight procedures, (2) an aircraft noise insulalion prt>{lram, (3) community outreach through the 
Airport Community Roundtab!e, and (4) requests that certain surrounding communities adopt ordinances 
to protect new purcnasers ot homes w1t11m meir community. 

Pursuant lo an agreement with certain airlines, SFO makes an annual payment to the City's General 
Fund equal lo 15% of concession revenue, but not less than $5 million per fiscal year. The amount 
transferred lo the General Fund during the year ended June 30, 2006 was $21.5 million 

Purchase commitments for construction, material and services as of June 30, 2006 are as follows (in 
thousands): 

Construction .. 
Operating ... 

Total 

$ 40,690 
16,700 

~ 

SFO has a Memorandum of Understanding wi!h various surrounding communities to insulate residential 
and nonresidential struclures such as schools, churches and hospitals. The total estimated funding for 
this program is approximately $154 million funded by bond proceeds, by federal grant reimbursements lo 
the local communities, and by operating and other internally generated funds. As of June 30, 2006, 
approximately $124.3 m~lion has been disbursed under this program. 

SFO !eases facilities lo the airlines pursuant to !he Lease and Use Agreements and to other businesses 
to operate concessions at SFO During the year ended June 30, 2006, revenues realized from the 
followi11g SFO tenants e)(ceeded five percent of SFO's total operating revenues; 

Un,ted Airlines,. 
AMPCO Parking Systems . 
American Airlines ..... 

(b) Port of San Francisco 

20.4% 
8.8% 
4.1% 

A five-member Port Commission is responsible for the operation, development. and maintenance 
.itiiviiit:l~ uf \he Pu,t v1 San fr.inc::.;:;u {Port}. !~ Febru~ry 1969, !h~ Pon wc1" tram<:f,:,rrP<i in trust to !he 
City under !he terms and conditions of State legislation {"Burton Act") ralified by the electorate of the City 
Prior to 1969, the Port was owned and operated by the State of California The State retains the right to 
amend. modify or revoke !he transfer of !ands in trust provided that it assumes all lawful obligations 
related to such lands. 
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The Port's revenues, derived primarily from property rentals to commercial and industrial enterprises and 
from maritime operations which include cargo, ship repair, lishmg, harbor services. cruise and other 
maritime ac!ivil!es, are held in a Eeparate enterprise fund and appropriHted for expendilure pursuar11 to 
the budget and fiscal provisions of !he City Charter. consistent with trust requirements. Under public !rust 
doctrine, the Burton Act, and lhe lransfer agreement between !he City and lhe Stale, Port revcmues may 
be spent only for uses and purposes of the public trust 

The Port ts prese11tly planning variot.:s development pro1ec!S that involve a commilment to expend 
significant funds. Under an agreement with the San Francisco Bay Conservation and Development 
Commission (BCDC), !he Port is committed to fund and expend up to $30 million over a 20-ycar penod 
for pier removal, parks and pim:as and ottier µubiic: du.,,,,,,. irnp,vvemilnts As ol June 30. 2006, $16.7 
million has been appropriated and $1.6 million has been expended 'or projects under the agreement. 
The $16.7 million appropriated includes $9 million received from the sale of a portion of a seawall 1o! to a 
developer. In accordance with a development agreement and the entitlement legislation, these land sale 
proceeds are restncted for the design and construction of a public plaza identified in the BCDC 
agreP.men1 Other proceeds horn the land sale, logelher with certain residual receipts from the sale of 
rc~idc;;::;::! CCr!c!C~!~:u~ units !::uil! or, \he 1,.,.nrl .,..,Jrl, a,cp rll'lsi!.Jn~!cd for the construction of a mixed use 
cruise temiinal project 

As of June 30. 2006, the Port had purchase commitments for construction-rela1ed services, materials and 
supplies. ar.d other services were $6.3 million for capital projects and $2 million for general operations 

In 1996, the Department of Parking and Traffic (DPT) entered into an Annual Payment Agreement w,th 
!he Port to resolve a dispute concerning the City's collection of parking fine revenues from Port property. 
Among other things, OPT agreed to pay !he Port a guaran!eed annual payment of $1.2 m1ll1on for 20 
years, commencing on July 1, 1997, for parking fine revenues collected from Port property. Thereafter. 
amoun!s remitted to the Port are to be based on actual ticket collections, net of administrative costs 
Under the agreement, payments to the Port shouid adjust periodically as parking fines increase. The Port 
and DPT are discussing terms for the paymen! of certain incremental revenues derived from fine 
increases and expect resolution in fo>ca1 year 2007. 

(c) San Francisco Water Department 

The San Francisco Waler Department (V'Jater Department) was established in 1930 The Water 
Department, which consists of a system of reservoirs, storage tanks, water treatment plants, purnp 
stations, and pipelines, is engaged in the collect1on, transmission and distribution of water to the City and 
certain suburban areas. The Water Department delnters water, approximately 88,686 million gallons 
annually, to a total population of approximately 2A million people who reside primarily in four Bay Area 
counties (San Francisco, San Mateo. San!a Clara and Alameda) 

The San Francisco Public Utilities Commission (the Commission), established in 1932, provides the 
operational oversight for !he Waler Department, Hetch Hetchy Waler and Power (Hetch Hotchy), and the 
San Francisco Wastewater Enterprise. The Cornmisslon consists of five members appointed by the 
Mayor who are responsible for determining such mailers as the rates and charges for services, approval 
ot contracts, and organizational policy. 

The Water Department purchases water from Hetch Httlchy. This amount totaling approximately $19 
mttlion, is included in the charges for services provided by other departments in the accompanying 
financial statements. 

During fiscal year 2005-2006, water sales lo suburban resale customers were $103 million AB of 
June 30, 2006, the !>Uburban resale customers owed the Waler Department approximately $10 million 
under lhe Water Rate Agreement 

As of June 30, 2006, lhe Water Department had outstanding commitments with ihtrd parties of $84,6 
million for various capital projects and for materials and supplies 

106 



CITY AND COUNTY OF SAN FRANCISCO 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2006 

In July 1999, the Cal1fornla Regional Water Qualily Control Board {CRWQCB) issued a directive 
inslructing the Waler Oepartmenl to develop a remedial aclion plan (Plan) that addresses environmental 
conlamination at certain real property owned by the Waler Department. In response lo the directive, the 
Commission developed a remedial action ptan and in August 2001 received the final direcl!ve from tt>e 
CRWQCB 10 execute the plan_ The cost of cleanup Bssociated wl!h the Plan was estimated to be $22.7 
million and was accrued in fiscal year 2000-2001. At June 30, 2006, tl1e outstanding estimated liability is 
$8 million. 

(d) Hetch Hetchy Water and Power 

Hetch Hetchy Water and Power (Hetch Hetchy) was established as a result of the Raker Act of 1913, 
which granted water and power resources rights-of-way on the Tuolumne River in Yosemite National Park 
to the City. He!ch Hetchy Is engaged in the col!ection and conveyance of approximately 85% of the City's 
water supply and in the generation and transmission of electricity from that resource. Approximately one
third of the electricity ls used by the City's municipal customers (e.g., lhe San Francisco Municipal 
Railway, !he Recreation and Parks Department. San Francisco lntemationat Airport, the Port of San 
Francisco. San Francisco County hospitals, street lighting, Moscone Center, and the water and sewer 
utilities). Toe balance of the power generated is sold to other publicly owned utilities, such as the 
Modesto and Turlock lrrigalmn Districts {the Distncts). 

Hetch Hetchy consists of a system of reservoirs, hydroelectric power plants, aqueducts. pipelines. and 
transmission lines. This system carries water and power more than 165 miles from the Sierra Nevada 
Mountains to customers in tile City and portions of the surrounding San Francisco Bay Area. 

Hetch Hetchy also purchases wholesale electric power from various energy providers that are used in 
conjunction with owned hydro resources to meet the power requirements of its customers. Operations 
and business decisions can be greatly influenced by state and federal power matters before the California 
Publ!c Utilities Commission (CPUC) and the Federal Energy Regulatory Commission (FERC). Therefore, 
Hatch Hetchy serves as the City's representative a! both CPUC and FERG forums and continues to 
monitor regulatory proceedings. 

Charges for services for the year ended June 30, 2006 include $58.3 million in sales of power by Hetch 
Hetchy to other City Departments. Income from Hetch He!chy is available for certain operations of the 
Cily. 

As of June 30, 2006, Hetch Hetchy had outstanding commitments with third parties of $17 million for 
various capl!al projects and other purchase agreements for materials and services. 

Hetch He!chy facill!ates all electric and gas service connections between Pacific Gas and Electric 
Company (PG&E) and City Departments. In this capacity, Hatch Hetchy, as a pass-through agent on 
behalf of the City departments, coordinates the payment for tile service connechons that arn pcrtornied 
by PG&E. As of June 30, 2006, there were no outstanding amounts from City deparimen!s related to this 
work. 

Hctch Hetchy receives til!e to the underlying assets of cerialn completed proiecls on behalf of the City 
and assumes responsibility for their maintenance, repair and replacement following their initial year or 
operation. 

The Commission has contracted with PG&E lo provide lransmission capacily on PG&E's system where 
needed to deli,;er Hatch He!chy's power to its customers. In addition, the PG&E agreement provides 
backup power and other support services to Hetch Hetchy, The PG&E agreement allows PG&E to review 
past billings paid by Hetch Hetchy end lo retroactively adjust these payments to actual backup power, 
transmission, and other charges as finally determined by PG&E. During fiscal year 2005-2006, Hetch 
Hetchy purchased $17 7 million of transmission services, backup power, and other support services from 
PG&E under lhe terms of the agreement 
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To meet certain requiremen'.s of the Don Pedro Reservoir operating license, the City entered into an 
agreement with !he Districts in which they would be responsible for an increase in water flow releases 
from the reservoir in exchange for annual payments of $3,5 million from the Ci!y. The payments are to be 
made for the duration of the lieense, but may be terminated with one year's prior written notice after 2001. 
The City and the Districts hava also agreed to mon1lor the flshenes in the lower Tuolumne River for the 
duration of the license. A maximum monitoring expense of $1.4 million 1S to be shared between the 
and the Districts over the term of the license. The City's share of the monitoring costs is 5?% and 
Districts are responsible for 48% of the costs_ 

In April 1988, Heidi Hetchy entered into a Ieng-term power sales agreement (1he Agreement) with the 
Districts. The Agreement expires in 2015 and requires !hat Hetch Hetchy provide, as generated. an 
amoun1 equivalent lo the difference between 260 megawa!ls and the amoun! required to meet the City's 
demand. In June 2003, Hetch Hetchy amended lhe terms of the Agreement with the Modesto Irrigation 
D1stric! (MID). Under the terms of the amended and restated long-term power sales agreement, which 
became elfecti,;e on January 1, 2003, the expiration date wns shortened to 2007, !he existing pricing 
structure was modified, and Hetch Helchy's firm obligation to provide power lo the MIO was relaxed. For 
fiscal year 2005-2006, power sales to the Districts totaled 1,002,916 MWhrs or $25,6 million. 

In December 2002, the City entered into an agreement (the Power Purchase Agreemenl) wilh lhe 
California Department of Water Resources in anticipalion of the settlement and implementation 
agreements. Under !he terms of the Power Purchase Agreement, the California Department of Water 
Resources has agreed lo purchase power and rated capacity from the City at rates that will essentially 
provide for the full recovery of the City's costs incurred in the construction of a power generating facility 
(The Facl!lty) over a ten year penod from !he date in which the California Department of Water Resources 
accepts the City's certification that the Facility meets all requirements of commercial operalion as sel for!h 
in the Power Purchase Agreement (Commercial Operation Date} 

The City may tel1Tlinate the Power Purchase Agreemr.nt at any lime from and after the fifth anniversary of 
the Commercial Operation Date upon providing a one-year notice to the California Departrnent of Water 
Resources, and the California Department of Waler Resources may terminate Ille Power Purchase 
Agreement at such time that there is no longer a debt service component within the capaclly payment 

On January 21, 2003, the City's Board of Superv·sors authorized the set!lemcnl of a lawsuit filed in 
January 2001 by lhe City, on behalf of !he people of !he State of California (the Slate), against certain 
energy companies. Under !he terms of the se!tlcmenf, tile City received or is to receive (i) four gas 
turbine generator sets valued at approximately $33 million for use within the City, {ii) future funding from a 
Slate administered fund (the Fund) to assist with the costs of sitting and developing electric generating 
equipment in the City, and (HI) payment to the City of $0 5 million for attorney's fees and other expenses 
of litigation. 

Effechve January 23, 2003, the City entered into an implementation aQreement with the Attorney General 
of the Slate of California (the Attorney General), the California Consumer Power and Conservation 
Financing A11tllority (!he Financing Authority), and the Califorrna Department of Water Resources, 
outlining the terms of execution of the settlement tigreemenl. 

In coniunction with the execution of the settlement agreement, the AUomey General has received the first 
S7.6 million from the defendants, and deposited that amount into the Fund. The City has eligible costs 
incurred in the developmenl of !he facility of nbou! $7.6 million. As of June 30, 2006. the C,ty has 
1equested and received a to!al of $6.3 million for reimbursement from the Fund. Under the terms of the 
Agreement, the City only has claim lo the proceeds held by the Fund to !he extent that eligib!P. costs are 
incurred in the development of the Facility. As such, \he corresponding revenue will be recogmzed as 
eligible costs. Hetch Hetchy has recognized $4.i million of revenue from the Fund as of June 30, 2006_ 
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(e) Municipal Transportation Agency 

The Municipal Transportation Agency (MTA) is responsible for overseeing the City's public transportation 
operations, including those of !he San Francisco Municipal Railway (MUNI), the Sari Francisco Municipal 
Railway Improvement Corporation (SFMRIC), and the Department of Parking and Traffic (DPT). which 
includes the Parking Authority and i!s five parKing garages operated by separate nonprofit corporations 
organized by the City_ Created in November 1999, with the passage of Proposition E, by the volers, the 
MTA replaced the San Fnmcisco Public Transportation Commission as the oversight agency for the 
operations of MUNI and SFMRIC, and effective July 1, 2002, the MTA also assumed responsibility for 
overseeing the operations of DPT. 

The tables below reflect the financial information of MUNI, DPT, and the parking garages that are 
reported wi!hin the MTA (in thousands), net of $1 million interagency accounts payables and receivables. 

Parl<ing 
MUNI OPT Garages Total 

A,,,..-;t,, 

Current assets ' 192,405 $ 29,317 $ 3,21<1 $ 224,936 
Noncurren! assets 1 B15,367 37.001 ~ 1 951 497 

Total assets. 2,007-772 66,318 ~ __ 2,176.433 

Liab~1lies 
Current 11ab,lit1es .. 95.819 16,688 23,390 135,897 
Uabi!ihes :)ayable from restricted assels .. 896 896 

Noncurrent liabililies:. 149.761 54.713 ~ 237.938 

To1al liabilities .. 246,475 71,<101 ~~731 

Net assets 
Invested i~ capital assets, net of related deb! 1.782.880 (8,257) (<19) l.774,574 
Restricted nel assets 31.590 3,456 36,862 71,928 
Unrestncied net assets (deficit) (53.174) {282) ~ (44,800) 

Total net a$$els (defici!J $ 1.761,296 $ j5,083) ~ ... ! .... L~.1.,,702 

Parking 

~ OPT Garages ~ 

Operating revenues. • 141,135 $ 29,900 $ 39.657 • 210,692 
Operating expenses 561, 100 74,915 35.085 691,100 
Net ope•atmg income (loss) (439.965) (45,015) ~ (480,406) 
Nonope•at,ng income {less) 249.815 26,54<1 (1,221) 275,138 
Capital contrrbuliors 58.399 58.399 
rransfers in. 172.537 38,585 211.122 
Transfers ocrl (11,272) j11,272) 
Chan!Je m net assets 40,786 8,842 ~ 52,979 
Net assets (deficrt) at beginning of year 1,720.510 p3,925) 42.138 1,748 723 
Net assets (deficit) at end oi year $ 1,761,296 $ l5 0831 ~ t !,801.702 

The City's Annual Appropriation Ordinance provides funds to subsidize the operating deficits of MUNI and 
DPT determined by the City's budgetary accounting procedures, subject to the appropria'.ion process. 
The amount of General Fund subsidy lo the MTA was $161 mill!on ($118 mi!hon for MUNI and $38.6 
million for DPT). 
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MUNI receives capita! grants from various federal, state, and local agencies to finance transit related 
property and equipment purchases. As of June 30, 2006, MUNI had approved capital gran1s with unused 
balances amounting to $312 rnill1or. Capital grants receivable as of June 30, 2006 totaled $40 milhon 

MUNI also rccei•:es operating assistence from various federal, state, and local sourfe">. including Tra11si! 
Development Act funds and sales tax allocations As of June 30, 2006, MUNI had various operating 
grants receivable of $37 million, 

These capital grants and operating o::;si::;tancc inch.:dc fundc frcm tnc s,m Fr::ncisco Transportation 
Author-ty (SFCTA). During !he year ended June 30, 2006, the SFCTA approved $48 million ·n new 
capital grants and $15 million in new operating grants for MUNI. During the same period, MUNI received 
total payments of $46 million for capital i;;rants and $10 million in operating grants from the Au!hority. As 
of June 30, 2006, MUNI had $17 mi!hon due from ttie SFCTA for capital granls and $8 million due from 
the SFCTA for operating grants reported in due from other funds. 

The Stale Public Uti!J!ies Code requires that fare revenues must equal or exceed 33% of operating costs 
in order to ouahfy for ar. allocation of certain sales tax revenues ava1laOle for public transit. Transit 
operators may add local support to fare revenues in order to calculate !he fare recovery ratio The City 
provides significant local support to MUNI from parking revenues and the General Fund. 

MUNI has outstanding contract commitments of apprO)tima!ely $150 rrnllion with third parties for various 
capital projects. Grant funding is available for a majority of this amount. MUNI also has outstanding 
commitments of appro)tirnately $9 million for non-capital expenditures. Various local funding sources are 
used to finance these expenditures. MUNI is committed !o numerous capital projects for which ii 
anticipates that federal and slate grants will be the primary source of funding The San Francisco 
Municipal Railway Improvement Corporation's (SMFRIC) Board of Directors has authorized SMFRIC lo 
ex1end financial guarantees to MUNI for certain projects totaling $2.6 million. 

Given that the proposed Metro East light Rail Vehicle Maintenance and Operating Facility (Metro East) is 
an integral part of the l hird Street Light Rail Project and is vital for relieving overcrowded conditions at 
MUNl's existing light rail facility, MUNI identified a 17-acre sile of the Western Pacific Railroad under the 
jurisdiction of the Port of San Francisco (Port) as the best location for the Metro East Facility. 

In March 2001, MUNI and tho Port on:ered into a Memorandum of Understanding (MOU) under which 
MUNI may use the Metro East srte in perpe!Lily for rail vehicle main!ena-'lce, operations and other 
operational needs at a cost of $25 7 million. The MOU also required MUNt lo pay the Port an additional 
$4 million to construct the l'linois Street Bridge over !slab; Creek. Construction of this bridge will mi1igate 
traffic in lhe area and imvove coordination with MUN!'s Metro East and Third Street Light Rait Pro1ect. In 
the event the Port fails to expend the money loward construction of the bridge within three years after the 
effective dale of the MOU, the Port shall return lhe $4 million lo MUNI. Any such return of funds shall 
have no effect on the rlghts gran'.ed to MUNI as specified in the MOU. The Port started construction of 
the Illinois Street Bridge m May 2005 with substantial completion scheduled by the end of July 2006 The 
entire $4 mi!IK)'l fund has been expended as of the previous year. 

Leveraged Lease·Leasebacj:;.Y(ith_BRE:PA Vehicles 

Tram:;iie i 

The Municipal Transportation Agency board of directors authorized !he Director of Transportation to solicit 
proposals regarding a leveraged lease-leaseback transaction involving up to 150 BREDA !ighl rail 
vehicles. The transaction would not irvo!vc financing or procurement of any new vehicles. Rather, 
MUNl's intention was to obtain an upfrort economic benefit in return for entenng into a lease-leaseback 
transaction involving me Breda I gilt rail vehicles, wilhout impairing the day-to-day operaiions of the transit 
system. 
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In April 2002, MUNI en!ered into the leveraged lease-leaseback transaction over 118 Breda light rail 
vehlcles (lhe Tranche 1 Equipment). The transaction was structured as a head lease of the Tranche 1 
Equipment to separate special purpose trusts and a sublease of the Tranche 1 Equipment back from 
such lrusts The sublease provtdes MUNI with an option lo purchase the Tranche 1 Equipment in 
approximately 27 years, the scheduled completion date of the sublease. During the term of the sublease, 
MUNI maintains custody of the Tranche 1 Equipment and 1s obligated to insure and maintain the Tranche 
1 Equipment throughout the life of !he sublease. 

MUNI received an aggregate of $388.2 million from the equity investors in full prepayment of the head 
lease. MUNI deposited $352.7 million of this head tease payment into two escrows. One escrow was 
deposited with a debt payment undertaker whose repayment obligations are guaranteed by Financial 
Security Assurance, an -Aaa!AAA" rated bond insurance company. The other escrow was invested in 
U.S. government bonds with maturity dates that match the completion of !he sublease. Payments under 
these escrows are lo be made al such times and in such amounts so as lo fund MUNl's sche(!uled 
payments under the sublease as well as to provide a source of funding for MUNl's purchase option if 11 
chooses to exercise it Although these escrows do r,ot represent a legal defeasance of MUNl's 
obligations under the suOlease, management believes that the cred1tworth1ness of !hese escrows is such 
that they will fund MUNl's obligations under the sublease and that the possibility that MUNI will need to 
access other monies to make sublease payments is remote. Therefore, 1he trust assets and !he sublease 
obligations are not recorded on the financial statements of MUNI as of June 30. 2006. 

As a result of the cash transaclions above, MUNI recorded deferred revenue in fiscal year 2001-2002 of 
$35.5 mill!on for the difference between the amount received of $388.2 milhon and the amount paid to the 
escrows of $352.7 million. The deferred revenue will be amortized over the life of the sublease. The 
deferred revenue amortized amounts were $1.3 millior, for fiscal year 2005-2006. 

As of June 30, 2006, the outstanding payments to be made on the sublease through 2027 are 
$284.2 mill!oo and the payments to be made on the purchase option of the Tranche 1 Equipment would 
be $643.1 million, tf exercised. All of these payments are to be funded from the amounts in escrow. If 
MUNI does not exercise the purehase option, MUNI would be required to either: 1)pay service and 
maintenance costs related to the continued operation and use of the vehicles beyond the term of the 
sublease; or 2) arrange for another party to be the "service recipient.~ under a "service contractt and to 
perhaps guarantee the obligations of that party under lhe service contract if the replacement service 
recipient does not meet specified credit or net worth criteria. 

Tranche2 

In September 2003, after obtaining final approval from the Municipal Transportation Agency's Board of 
Directors and the City's Board of Super11isors, MUNI entered Into a second leveraged lease-leaseback 
transaction over 21 BREDA hghi rail vehicles (the Equipment). The transaction was structured as a head 
lease of the Equipment to one separate special purpose trust (formed on behalf of a certain equ11y 
investor) and a sublease of the Equipment back from such trust. The sublease provides MUNI with an 
option to purchase the Equipment in approximately 26 years, the scheduled completion date of the 
sublease. During the term of the sublease, MUNI maintains custody of the Equipment and is obligated to 
insure and maintain the Equipment throughout lhe life of the sublease. 

MUNI received an ;iggregate of $72.6 million from the equity investors in foll prepayment of the head 
lease. MUNI deposited approximately $67.5 ml!llon of this head lease payment in!o two escrows. One 
escrow was deposited with a debt payment undertaker whose repayment obligalions arc guaranleed by 
Financial Security Assurance, an "Aaa/AAA~ rated bond insurance company. The other escrow was 
invested in U.S. government bonds with maturity dates thal match the completion of the subleose 
Payments under these escrows aro to be made at such limes and in such amounts so as to fund MUNl's 
scheduled payments under the sublease as well as to provide a source of funding for MUNl's purchase 
option if it chooses to e,-ercise it. Although these escrows do not represent a legal dofeasance of MUNrs 
obligations under the sublease, management believes thal the creditworthiness of these escrows is such 
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!hat they will fund MUNJ's ob!igatinns under the sublease and that the possibility that MUNI will need to 
access other monies to meke sublease payments is remo!e. 

The deferred revenue will be amortized over the life of the sublease. The deferred revenue amortized in 
fiscal year 2005-2006 amounted to $168 thousand. 

As of June 30, 2006, ttie outstanding paymen!s lo be made on the sublease lhrough 2029 are S57.6 
million and the payments lo be made on the purchase option of the Equipment would be $198.5 million, If 
exercised. All of these payments nre to be funded from the amounts in escrow. If MUNI does not 
exercise the purchase option, MUNI would be reqrnred lo either: 1)pay service and mainlenance costs 
related to the continued operation and use of the vehicles beyond the term ol the sublease; or 2) arrange 
for another party to be the "service recipient." under a "service contract," and lo perhaps guarantee the 
obligations of that party under !he service contract if the replacement service recipient does not meet 
specified credit or net worth criteria. 

The data below refleci the operations of the five parking garages operaled by separala nonprofit 
corporations organ11ed by the Cily, which are under Iha Parking Authority. Information abou! !hese 
nonprofit corporations for the year ended June 30, 2006 follows (in thousands). including $1 million 
accounts payable to MUNI: 

Japan Ellis - Portsmoulh 
Downtown Uptown Certer O'Farrell Plaza 

~ ~ ~ ?arl<ing Parking ~ 
Opera!mg,e,mnues S 12,311 $ 16,384 S 2.646 $ 5.0n. ! 3.237 S 39,657 
Depreciation. ---1-56-~ 1,072 ~ 130 3,405 

NetOpe•at,ngmcorre. --- 151 1,111 (775i 3.403 76 ~ 
lnleresl Md other nonopera!ing 

"evenues(exP9nses) {882) (119) 29 (1.221) 

Change in ~et assets ~ (775) 3,284 1()5 3,351 
===-"" ~ = = = 

Capital asse!a, addrt1cns .. 

Capilal asse!s. deletions (50) (1,006) ~ 2,469 {5S) 300 

Network1'19capital(deficit) ~ ~ ~ {2,072) 955 (20,175) 

Totala$sets 29.696 50,841 ~ ~ ~ 102,343 ===== -== Totallilibilit1es.. 19JB9 29,926 492 6.753 514 56.854 

Netassets ~ ~ 2.454 aj39 ~ ~ 
Tolaldebtoots!aridmg ~ $ 18,77.o! $ 203 S 4.966 s== ~ ===-===--
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(f) Laguna Honda Hospital 

General Fund Subsidy 

Honda Hospital (LHH) is a skilled nursing facility which specializes i'l ser.ing eldef1y and 
residents. TI1e operations of LHH are subsidized by the City's General FLJnd. It ls the City's 

policy to fund operating deficits of the enterprise on a budgetary basis; however, lhe amount of operating 
subsidy provided is limited lo the amount budgeted by the City. Any amount not required for the purpose 
of meeting an enterprise fund deficit shall be transferred back !o the General Fund at the end of each 
fiscal year, unless otherwise approved by the Board of Supervisors. For the fiscal year ended June 30, 
2006, the subsidy for LHH was approximately $40 million. 

Third Party Payor Agreements 

LHH has agreements with third-party payors that provide for reimbursement to LHH al amounts different 
from its established rates. Contractual adjustments under third-party reimbursement programs represent 
il1t1 ,Jiift:11e11,:,;t1 i.>t1i"'"'"'', ",.,, 11u:,µj,.,;,,. .,,,,,,,...,,;,,, ,.,.., , "'"" f._,., "'"' """"' ..,, ,d .... .:-:cu:-:1:: reimburse~ by !h"d-party 
payors. Medicare and Medi-Cal are the maJor third-party payors with whom such agreements have been 
establlshed. During the fiscal year ended June 30, 2006, Medicare and Medi-Ca, charges for services 
amounted to approxima1ely $6 m~lion and $112 million, respectively. As of June 30, 2006, LHH had net 
patient receivables from Medicare of $22 million and net patient receivables from Medi-Cal of $20 m1!11on. 

During fiscal year ended June 30, 2006, LHH received approximately $13 million in payments as a result 
of matching federal funds to local funds, which provided a Medi-Cal supplemental in the form of quarterly 
payments effective August 1, 2001. 

Replacement Project 

The California Hospital Facilities Safely Act (SB 1953) specifies certain requirements that must be met at 
various dates in order to increase the probability tha! LHH could maintain uninterrupted operat10ns 
following major earthquakes. By January 1, 2008. all general acute care buildings must be life safe. By 
January 1, 2030, a!I general acute care inpatient buildings must be operational after an earthquake. In 
December 2001, LHH finalized and submitted a plan to !he Slate of California indicating 1nat the Laguna 
Honda Hospital Replacement Project will be fully operational by 2013 and thereby in full compliance with 
the 2030 requirements. A five-year extension for the January 2008 deadline was requested and granted, 
postponing the deadline to 2013. 

In November 1999, San Francisco voters approved Proposition A, a ballot measure authorizing !tie City to 
issue general obligation bonds to finance the acquisition, improvement, construction and/or reconstruc!ion 
of a new health care, assisted living and/or other type of continuing care facility or fec1litles lo replace 
Laguna Honda Hospital (!he Replacement Project). Proposilion A requires an incre,ase in property laxes 
to pay for the bonds. In addition, Proposition A stipulates that $100 million of tobacco settlement funds 
rr.ceivOO by the City. excluding $1 million set aside each year for smokmg education and prevention 
programs, may be used to pay for some construction of the Replacement Project. as well as to offset the 
cost to property owners of repaying the bonds. As of June 30, 2006, General Obligation Bonds in the 
amoun1 of $299 million have been sold to fund the Replacement Project. 

As of June 30, 2006, LHH has entered into various purchase contracts totaling app,oximately $8 6 million 
!hat are related to future construction for the Replacement Proiect 
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Environmental Remediation 

LHH received a report initiated by !he C<1l1forn1a Integrated \\laste Management Board declaring an old 
dumpsite on hospital properly a "hazardous wasle siten under California hazardous waste statute. n1e 
San Francisco Department of Public Health, as !he local enforcement agency, has been designated to 
oversee and certify the future abatement of the dumpsite. LHH management has subsequently received 
a number of estimates to remedy this situation, r.mg1ng from opproximate!y $0.8 million lo $2.5 million 
LHH and the San Francisco Department of Public Health are evaluating the bids submitted. The State 
has mentioned that this particular hazardous waste site is classified as a low pr,ority considering the other 
more hazardous waste siles within !he Stale. The specific site has been contained and secured for the 
::.c1!ety of the general publ,c. 

(g) San Francisco General Hospital Medical Center 

General Fund Subsidy 

Sc:-: F:c:-:c!::cc Ge~e[~! Hcsp!!:a! Med•-:a• Cen!er (SFt:;1-1) 1.,. "'" """"',. r,m• hnspit::il ThA onerntions of 
SFGH are subsidized by the City's General Fund. It is the City's policy lo fully fund enterprise operations 
on a budgetary bc1s1s; however, the amount of operating subsidy provided is limited to the amount 
budgeted by the Ci!y Any a-11ount not required tor the purpose of meeting an enterprisa fund deficit shall 
be transferred back to the General Fund at the end of each fiscal year, unless otherwise approved by the 
Board of Supervisors. For the year ended Jure 30. 2006, the subsidy for SFGH was $91 million. 

Third Pat1y Payor Agreements 

SFGH has agreements with third-party payors thal provide for reimbursement to SFGH at amounts 
different from its established rates. Contractual adjustments under third-party reimbursement programs 
represent the difference between SFGH's established rates and amounts reimbursed by third-party 
payors Ma1or third-party payors with whom such agreements have Deen established are Medicare, Medi
cal, and the State of California through !he Medi-cal Hospi!a!IUninsured Care Demonst~ation Project and 
Short-Doyle mental health programs 

During !he year ended June 30, 2006, Medicare and Medi-Cal revenues accounted for $68 million and 
$84 million of nel patient service revenue, respeclively. As of June 30, 2006, SFGH had net patient 
receivables from Medicare of $8.7 million and net patien! receivables from Medi-Ca! of $19 million 

California's Med,-ca! Hospila!IUninsured Care Oemons!ratinn Project (Demonstration) is a new system lor 
paying selected hospitals for hospita' care provided to Medi-cal and uninsured patmn!s and replaces 
funding previously provided through Galifomia Stale Senate Bills 855 and 1255. The Demonstration was 
negotiated between the State of California's Department of Health Services and the Federal Centers for 
Medicare and Medicaid Services last year, and covers the period from July 1, 2005 to June 30. 2010 
Under the Demonstration, payments for public hospitals are comprised of: 1) fee-for-service cost-based 
reimbursemenl for inpatient hospital services; 2) 01sproportiona!e Share Hospital payments; and ~) 
distnbulion from a newly created pool of federal funding for uninsured care. known as the Safety Net Care 
Pool. The nonfederal share of these three payments will be provided by the public hospitals, primarily 
through certified public expendl!ures, whereby tl'le hospital woukl expend 11s local funding for sel'\/ices to 
draw down the federal financial participation. Revenues recogrnzed under the Demonstration 
approximated S96.5 million for the fiscal year ended June 30, 2006 

In addition, SFGH was reimbursed by !he State of California, under the Short-Doyle Program, for mental 
hea·th services provided to qualifying residents based on an established rate per unit of service not lo 
exceed an annual negotiated contract amount During the year ended June 30, 2006. reimbursement 
under the Short-Doyle Program arnounted to approximately $5.8 million and is included in other operating 
revenue 
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SFGH provides care wilhout charge or at amounts less than its established rates to patients who meet 
certain crf!eria under !Is charity care policy. Charges foregone based on established ra1es were $216 
million and estimated costs and expenses to provide charlly care were $107 million in fiscal year 2005-
2006. 

Other Non·Operating Revenues 

The State of California provides suppor1 to SFGH through a realignment of funding provided from vehicle 
license fees and sales tax allocated lo California's counties. SFGH recognized $58.7 million as olher 
operating revenue for the year ended June 30, 2006, for real!gnment funding. 

State of California ProP-Osition 99, the Tobacco Tax Initiative, allocates funds to counties for health care 
services to Indigent persons and others who are unable to pay for health care services. Propos1hon 99 
funds allocated to SFGH for 1he year ended June 30, 2000, amounted to $1.8 million and is included in 
other operating revenue. 

Contract with the University of California San Francisco 

The City contracts on a year-to-year basis on behalf of SFGH with the Univers,ty of Cal1forma (UC) 
Under the contract, SFGH serves as a leaching facility for UC professional staff, medical students, 
residents. and interns who, in return, provide medical and surgical specialty services to SFGH's patients_ 
The Iola! amount for services rendered under the contract for the year ended June 30. 2006, was 
approximately $84.2 million. 

SFGH Rebuild 

In 1996, California passed Senate Bill 1953, mandating that all C1:1!ifornia acute care hosoitals meel new 
seismic safety st1:1ndartls by 2013. In January 2001, the San Francisco Health Commission approved a 
resolution to support a rebuild effort for the hospitals. and the Department of Public Health conducted a 
series of planning meetings to revfew Its options. It became evident that rebuilding rather than retrofitting 
was required, and that rebuilding SFGH presented a unique opportunity for the Department of Public 
Health to make system-wide as well as structural improvements in its delivery of care for patients in 2013 
and beyond, 

In October 2005, the San Francisco Health Commission ac:cepled the Mayor's Blue Ribbon Committee 
recommendation to rebuild the hospital at ils current Portrero Avenue location. A site feasibility study was 
concluded in September 2006 and showed a compliant hospital can be built on the west lawn without 
demolishing the historic buildings or other buildings, More detailed design, engineering and geotechnical 
surveys are ongoing. 

(h) San Francisco Wastewater Enterprise 

The Sen Francisco Wastewater Enterprise (Wastewater) was est.iblistied in 1977 pursuant to bond 
resolutions to account for the City's municipal sewage treatment and disposal system 

Was!ewater's revenue, which consists mamly of sewer service charges, is pledged for the payment of 
principal and interest on various outstanding Sewer Revenue Bonds 

As of June 30, 2006, Wastewater had outstanding commi1ments with third parties for capital projects and 
for materials and services totaling $39.1 million. 
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(I} San Francisco Market Corporation 

The San Francisco Marl<:et Corporation is a non-profit corporation organized to acquire, conslnict. 
finance, and operate a produce market The information about this non·pmfi! corpmation is presented 1n 
the financial stale men ts of the proprietary funds as a non-major fund 

(12) SAN FRANCISCO REDEVELOPMENT AGENCY 

The San Francisco Redevelopment Agency (:he Agency) is a public body, corpNale and polilic. 
organized and existing cmder the Community Redeveloprnenl Law of !he State of California. Since the 
organiza1ion of !he Agency in 1948, the Agency has completed four redevelopment pro1cc1 areas and 
twelve redevelopment areas am now underway. !n addition, the Agency has i:;omplcted a feasibility study 
on the Mid Market SuNey Area and the redevelopment plan has been submitled to the Board of 
Supervisors for review A feasibility study has just started on V1silal1on Valley Survey Area designated by 
the Board of Supervisors. 

The Agency acts as the lead agency for the C~y in administenng the Housing Opportunities for Persons 
with AIDS (HOPWA) program, which is funded by a grant from the U.S. Department of Housing and 
Urban Development 

In 1998, the Board of Supervisors approved ordinances and resolutions adopting the Mission Bay North 
and South Redevelopment Plans, ln!eragency Cooperation Agreemenls, Tax Allocation Agreements, and 
related ordinances and resolutions. The two project areas total 303 acres. In June 2005, the Board of 
Supervisors approved ordinance to adopt the Transbay project area as a new redevelopment area which 
consists of 40 acres and is localed south of the San Francisco financial district. The project area is 
bounded by M·ssion Street in the north, Main Street in the east, Folsom Street in !he south and Second 
Street in the west The future development of a new transit terminal and a concept plan which includes 
high-density, transit-orienled residential development are the highlights of this project 

The Agency has no direct taxing power and does not have the power to pledge the gcnnral credit or 
taxing power of the City. the Stale of California or any political subdivision thereof. However. California's 
Health and Safety Code allows redevelopment agencies with appropriate approvals of the local legislative 
bodies to recover costs of financing public improvements from increased tax revenues (tax Increment) 
associated with increased property values of individual projecl areas. During the year, the Agency's 
revenue from property lax increment was $65.8 million. 

The Public Initiatives Development Corporation {PIDC) was formed in May 2002 to develop affordable 
housing on the Agency's behalf. On November 12, 2004, PIDC and Wincopin Circle, LLLP formed a 
limited partnership, Plaza Apartments Associates, L.P. (the partnership). P!OC is the managing general 
partner and owns a 0.01% interest in the partnership. Wincopin Circle. LLLP is a limited partner and 
owns a 99.99% interest. Wi'lcopin Circle. LLLP !ransfarred its interest 1n the Partnership to the Housing 
Outreach Fund XL Limited Partnership, effective December 24, 2004. The Partnership completed 
construct1on of a 106-unil affordable housing project in the South of Market project area in January 2006. 
As of June 30. 2006, 100% of the units were leased. The Agency reports the investment in the 
Partnership under the equity method, based on the value of the assets and liabilities transferred lo the 
Partnership 

In July 2005, the Authority issued $20.4 million in Tax Allocation Refunding Revenue Bonds Series 2005 
A (2005 Series A Refunding Bonds); $8.1 million in Taxable Tax Allocal1on Refunding Revenue Bonds 
2005 Series B (2005 Series 8 Refunding Bonds); and $43.9 in Taxable Tax Altor.al1on Revenue Bonds 
Series 2005 C (2005 Series C Bonds). These bonds are secured by a pledge of the Agency's share of 
certain property tax revenue derived from related project areas. 

The net proceeds of !he 2005 Series A Refunding Bonds were used to refund all !he outstanding bonds of 
the Tax Allocation Revonuo Bonds Series 1998 A Bonds (1998 Series A Bonds}, in the amount of $16.7 
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million; and a portion of the Tax Allocation Revenue Bonds Series 1998 C Bonds (1998 Series C Bonds), 
m the amount of $3.4 million. 

The net proceeds ot $20.8 million (including original issue discount of $15.7 thousand, and after 
depositing $1.l million 1n a reserve fund and $26 thousand in an interest fund; and payment of $0.4 
million in unde1wnting fees, and issuance costs} from the 2005 Series A Refunding Bonds, together with 
ctorh:1i11 otf,&r ,r,oneys of tt,e Agency were used to purchase U.S. government securities. Those securities 
were deposited in an irrevocable trust with an escrow agent to provide for all future debt service 
payments on the refunded bonds identlfied above until called and redeemed. As a result. the refunded 
bonds described above are considered defeased and the liabillty for the refunded bonds has been 
removed from ihe cu .. i.;ur11panyi11g sia!ernent of r,et assets. D;;;cfcased 1 993 Series A Bonds 1r1 the omoun! 
of $4.1 million remain outstanding as of June 30, 2006. 

Although the advance refunding resulted in the recognition of a deferred accounting toss of $0.8 million, 
the Agency in effect reduced its aggregate debt service payments by approximately $2.7 million over the 
next 20 years and obta;ned an economic gain (difference between the present values ot the old and new 
deb! S'i;f''iC~ p:;,ym'?nl-;:) nf $1 '\ mill,rm ThP ?OOS Sf!flf!S A RP.ftmding Bonds matuie thrOU(lh ALJQUS! 1, 

2025 with interesl rates ranging from 3.25% to 4.2%. 

The net proceeds of the 2005 Series B Refunding Bonds were used to refund all the outstanding bonds of 
the Tax Allocation Revenue Bonds Series 1998 B Bonds (1998 Series B Bonds), m the amount of $3.8 
mll!ion and the Taxable Tax Allocation Revenue Bonds Series 2000 B Bonds (2000 Sanes B Bonds}. In 
the amount of $5 million. 

The net proceeds of $9.3 million {including original issue drscount of $52.4 thousand. and after depositing 
$39.1 thousand in an interest fund and payment of $0.2 million in undeiwriling fees and issuances costs) 
from the 2005 Sef/es 8 Bonds, loge!her w1!h certain other moneys of the Agency were used to purchase 
U.S. government securities. Those securities were deposited in an irrevocable trus1 with an escrow agent 
to provide for all future debt service payments on the refunded bonds 1denlified above until called and 
redeemed. As a result, the refunded bonds described above are considered defeased and the liability for 
the refunded bonds has been removed from the accompanying statement of net assets The defeased 
2005 Series B Bonds rnmain outstanding as of June 30, 2006. 

Although the advance refunding resulted in the recognition of a deferred accounling loss of $0.6 million, 
the Agency !n effect reduced its aggregate debt service payment by approximately $0.6 milllon over the 
next 10 years and obtained an economic gain (difference between the present values of the old and new 
deb! service payments) of $0 8 million. The 2000 Serfes B Refunding Bonds mature through August 
2015 with interest rates ranging from 4% to 4.5%. 

The net proceeds of $42.6 million (including original issue discount of $0.4 million, and after depositing 
$10,6 thousand in an interest fund and payment of $1 million in underwr1tmg fees and issuance costs) 
from !he 2005 Serles C Bonds will be used lo finance the construction. rehabilitation, and preservation of 
!ow-income housing and for general redevelopment purposes. The 2005 Senes C Bonds mature through 
August 2035 with interest rates ranging from 4.1% to 5.2%. 

In July 2005, the Authority issued $16.2 million in Tax Allocation Revenue Bonds 2005 Series D (2005 
Series D Bonds). These bonds are secured by a pledge of the Agency's share of certain property tax 
revenue derived from related project areas. 

The net proceeds of $15 mill!on {including original issue premium of $0.1 million, and a:ter depositing $1 
million in e reserve fund and $8.1 thousand in an interest fund; and payment of $0 3 million in 
underwnting fees, and issuance costs) from the 2005 Series D Bonds will be used lo finance public 
infrastructure improvements and other redevelopment activities in the Mission Bay North Project Area 
These bonds mature through August 2035 wi!h interest rates ranging from 3 35% to 5% 
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In order to fac1lita:e construction and rehahililatkm in the Cily, varrous construction loan notes, promissory 
notes. community d1strk:t facility bonds and mortgage revenue bonds w·th an aggregate outstanding 
balance of approximately $664 million as of June 30, 2006 have been issued by the Agency on behalf of 
various developers and property owners who retain full responslt>ilily for ti'e repayment of the debt 
When these obligations are issued, they are secured by the re!aled mortgage indebtedness and special 
assessment taxes, and, in the opinion of managemenl, are not considered obligations of !he Agency Of 

!he City and are therefor'l! not included in !he accornpanyir>g flnandal stat .. menls Debt service payments 
wilt be made by developers or property owners. 

California Health and Safety Code Seclion 33334.3 requires the Agency to set aside 20% of the proceeds 
trcrn its mcremen:::il property !ax revenues for e;,;pendi!ures for !ow and motlerntc ip,:-ome housing 
Related interest earned on these funds must also be set aside for such purposes. The Agency 
established the Low and Moderate Income Housing Fund to account for this commitmenl and has. 
reserved $371 million for such expenditures since i!s inception. The Agency has expended $278 million 
for low· and moderate-income housing since ils inception. 

The AQency had commitments uncer contracts for capital improvements of approximately $32.9 million as 
of June 30, 2006. 

(13) TREASURE ISLAND DEVELOPMENT AUTHORITY 

The Treasure Island Development Authority (TIDA) is a nonproft public benefit corporation. The TIDA 
was aulhonzed in accordance with the Treasure Island Conversion Act of 1997 and designa!ed as a 
redevelopment agency pursuant lo Community Redevelopment Law of the Slate of California. The TIDA 
is governed by seven cornmiss,oners who are appointed by the Mayor, subject lo confirmahon by the 
City"s Board of Supervisors. The specific purpose of the Tl DA is to pro11ote the planning. redevelopment, 
reconstruction, rehabilitation, reuse and conversion of the property known as Naval Station Treasure 
Island for the public interest, convenience, welfare and common benefit of the inhabitants of the City. 

The mission of TIDA is lo redevelop lhe former Naval Station Treasure Island and to manage its 
nlegration with the City in complianco with federal, state and Cily guidelines (including the California 
Tidelands Trust) to maximize revenues !o the City's General Fund; to create new job opportunities for 
San Francisco resider,ts, including assuring job opportunities for homeless and economically 
disadvantaged residents; to increase recreatior,al and bay access venues for San Francisco ar,d Bay 
Area residenls; and lo promote the welfare and well being of the citizens of San Francisco. 

The services provided by TIDA include nPgotiating the acqu'sition of tormer Naval Station Treasure Island 
with the U.S. Navy and establishing the Treasure Island Redevelopment Pcoject; renting Treasure Island 
facilities leased from the U,S. Nall)' to generate revenues sufficient to cover operating costs; maintaining 
Treasure Island facilities owned by the U.S Navy which are no! leased lo the TlDA or the City; providing 
facilities for special events, film production and other commercial business uses; providing 1,000 housing 
units; and overseeing !he U.S. Navy's toxic remediation acliv1ties on the former naval base. 

During fiscal year 2005-2006. llDA's primary source of revenues included facility an<l housing rents 
Dunng fiscal year 2002-2003, TIDA received Navy agreement to initiate the process of early transfer, 
including coripet1tive selection of a contractor 10 complete the Navy's Treasure Island Remediation 
Program with Navy funding but under TIDA direction and supervision; enlered an exclusive negotiating 
a9reement with a pr,vate developer for the redevelopment of the former naval base; and completed a 
orah Environmenlc1i impuci R.eµori iEiR) iur ihe h.:t111,f<::r. 
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(14) INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

~Due to" and "due from" balances have primarily been recorded when funds overdraw their share of 
pooled cash or when there are transactions between entities where one or both entities do not participate 
in !he City's pooled cash. The composition of inlerfund balances as of June 30, 2006, is as follows (in 
thousands) 

Due toifrom other fonds (in thousands): 

Receivable Fund 
General 

Nonmajor Governmental Funds 

San Francisco Water Department 

Heidi Hetchy Water and Power 

Municipal Transportation Agency 

Tota! 

Pa:t_able Fuml: 
Nonmajor Governmental Funds 
Laguna Honda Hospital 

Nonmajor Governmental Funds 

Municipal Transportation Agency 

General Fund 
Nonmajor Governmental Funds 
M unic1pal ! ransporta1ion Agency 
General Hospital Medical Cente1 

Nonmajor Governmental Funds 

Due to/from primary government and component units: 

RecelJable E!'.!!!!:t 

Primary government · governmental 

Payable Entity 
Component Unit- San Francisco 
Redevelopment Agency 
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Amount 

' ~ 15.126 
30.859 

3.960 
3,960 

145 
145 

821 
12,496 

102 
2,294 

15.713 

29,775 
29.775 

~52 

Amount 

• 4.806 
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r .. n,lor!! lnjin lllou .. nds): 

r .... , .... 0ut: .... , M"nO:op>I Gttm,ol L•ll""" 
Gontral tfonmili,r s, .... ,w Tron<port>I"" lkk<f"lal Hondl 

fuods ~ Gov.mm,ntol ~~ M<!<lkalCenWr ~~ 

(ie,neralfund ' ' 12-1.()>l ' SJS ' 161,00J ' 9HOO ' 39,Ml S 121,Nl& 

Not,maprg0¥elT'meol!li 

""' 9.919 26.701 '°' ,v11 495M 135,009 

Saofranc,sco 

,,1.,,-a1»oau;,pc,1 21513 21,511 

Saofra;c,w, lv.1e•Oeparlm«>1 M "' '°' 
""1q>!!I T 1anspomtlc<> 

Agency 11272 1Ul? 

s,or,aouw,=e,al 

flo,ptel~ICenter. 30.949 ·~ '.J2,252 

aag,..Mflor,<»lllo'!)laJ ---"- --- ------ --- ---·-
toi1• ~ ..... !enaJI $ t;;,4ll ' 1W.Dll2 ~~ ' ~HOl ~~ 

The $420 1 million General Fund transfer out includes a total of $295 5 million in operating subsidies to 
Municipal Transportation Agency, San Francisco General Hospital Medical Center, and Laguna Honda 
Hospital (nolc 11) The transfers of $124.1 million from the General Fund to the nonmajor governmental 
l,mds are to provide support to various City programs such as !he Public Protection, Public library, and 
1he Children and Families Fund, as well as to provide resources for !he payments of debt service. The 
transfers between the nonmajor governmental funds are to provide support for various City programs and 
to provide resources for !he payment of debt service. 

The General Fund received transfers in of $30.9 million from San Francisco General Hospital Medical 
Center for the SB 855 matching program reimbursement (note 11(g)) and $21.5 million from the San 
Francisco !ntemalional Airport, representing a portion of concession revenue (note 11 (a)). Of the $48.8 
million transferred from nonmajor governmental funds lo the Municipal Transportation Agency, $47.7 
Miiiion is for capital and operating !ransfors from San Francisco Transportation Autho0 ity. The $49.6 
million transferred from nonmajor governmental funds to Laguna Honda Hospital is for capital transfers 
funded by the Laguna Honda Hospital General Obligation Bonds in the City Facilities Improvement Fund. 

COMMITMENTS AND CONTINGENT LIABILITIES 

(a) Grants and Subventions 

Receipts from federal and state grants and other similar programs are subject to audit to determine 1f the 
nonies were expended in accordance with appropm:ite statutes, grant terms and regulations. Tile City 
believes lhat no significant liab!!l!ies will result. 
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(b) Operating Leases 

The City hes noncancollable operating leases for certa;n buildings and data processing equipment, which 
require the following minimum annual payments {[n thousands) 

Primary Government 

Governmental Activities 
flscal 

~ 
2007 .. • 25.545 
2008 23.200 

2009 15,013 
2010 _ 13.551 

2011 9,521 

2012-2015 .. 12.779 

2017-2021. 1.578 

Total.. • 102,187 

Operating lease expense incurred for fiscal year 2005-2006 was approximately $27 .7 million. 

Business-type Activities . ., 
Francisco 
General 

San Francisco Port Municipal Hospital Total 

Fiscal International of San Transportation Medical Business-type 

Years Aireort Asencr (MTA) Center (SFGH) Activities 

2007 • 5,574 ' 5,310 ' 7,070 $ 20.967 

2008 5,539 3,013 5,152 3,496 17,300 

2009 4559 3,013 5,647 2,797 16.015 

2010 79 3.013 5.3n 2504 10,973 

2011 75 3,013 837 t182 5, 107 

2012·20'6 14,905 4,417 19,322 

2017-2021 14,269 4,667 19,136 

2022-2026 14,269 5.349 19,618 

2027 2031 14,269 5.992 20.261 

2032-2036 14,269 14,269 

2037-2041 14,269 14,269 

2042·2046 .. 14,269 14.269 

2047·2051.. 8.800 8,800 

Total. • 15,926 $ 124,384 $ 42.948 • 17049 .i... 200.307 

Oµera!ing: !ease e:-:pense inr:urr,;,,:l f.-.r thi<> A,rrnrt. Pnrt. MT A. ;:inrl SFGH fnr fisr..:il yF>;ir ?00'.1·?006 was 

$4.4 million, $2 6 million, $5.8 million, and $4 5 million, respectively. 
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Component Unit- San Francisco Redevelopment Agency 

The San Francisco Redevelopment Agency (The Agency) has noncancellable operating leases fof its 
office Siles, which require the following minimum annual payments (in thousands): 

Fiscal 

Years 

2007 ' 1,796 

1008 1.797 

2009 1.77~ 

2010 .. t775 

201• 1 775 

201)-)016 8 876 

2017,2021 ""' """" """'a. ~.119 

2027-2031 4,119 

2032-2036 4.119 

2037-2041 4,119 

2042-2046 4.119 

2047-2050 3,338 

To:al. $ 47.193 

Rent payments totaling $2.1 million are included in the Agency's financial s!~lernenls for the year ended 
June 30, 2006. 

Severe! City departments lease land and various facilities lo tenants and concessionaires who will provide 
the following minimum annual payments (in thousands); 

Primary Government 

Governmental Activities 

""'' Years 
70'..)7 _ 

2008 

21'J09 

2010 

2011. 

2012-2016 

2017-2021. 

2022 2026 

Total 

122 

1.685 

1,490 

1.431 

1,219 

'" 2,106 

1,061 

270 

10.080 
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Business-type Activities 
San F,a~clseo 

0 ....... 1 

s,m Frar,du.a '°" HOllpl!•I Muntclpal ,-, 
FJs°"I lnlffnatl,mol o,s~" -dkJII Tran•pol'Ulllon M11rket Bu sin HG-type 

Al!l!<>rt Agencr: -----"""- Activities 

• 68,6.'1 ' 3,383 • "' • ,01,952 ,oo, 6S.0]:! 15.0M 2.033 
,_ 

'" 95,747 ,oo, 51,823 22.~9 2.077 2.961 "' 80.2~ 

2010 37,718 20.244 2,123 2.361 '" 62.M1 

2011 '!1,607 17.501 2.1118 1.783 "' 41,520 

201:! 2016 7,900 79.:./74 Z.214 3.460 "' 93,792 

2017-20J1 67.171 6{,271 

2012-2026 86.066 56,066 

2027-2031 <49.353 49 353 

2032-2(H6 <411,363 46,J6J 

2037-2041 32.373 32,373 

,o,, ?~6 :l?,749 ~;.749 

?047205'1 11,158 17.155 

205.1-1056 ... 11.400 8.400 

2057·1061 7.02J 7.023 

W62-2066 .. 7,023 7.023 

2007-20/1 1,094 --- ·-To!al .•. • .'50702 $ 507,162 • 12,6011 • 17.049 ~ • __ !_~%9 

Certain of the Airport's rental agreements with concessionaires specify that rental payments are to be 
based on a percentage of tenant sales, subjec! to a minimum amount. Concession percentage rents in 
excess of minimum guarantees were approximately $10.3 million in fiscal year 2005·2006. 

Component Unit - San Francisco Redevelopment Agency 

The Agency leases various facililles within the Yerba Buena Center, Western Addition and Hunters Point 
areas. Toe minimum annual payments are as follows (in thousands): 

Fl•••l r ... rs 
200/,. • 4,517 

2008 ,Ma 
2009 ,M, 
2010 4634 

W11 4,650 

.201:./ 2016 2207J 

2011.20,, i2.1~0 

21122-2026 21 405 

2027·20}< n.o,a 
21:il:<.20:}!:I .. 23.410 

2037·:W-41 20.520 

ZOU-2045 2t.Sl8 

2047-2051 3,9()9 

,i052-2056 "' 2057-l"?O&l .. "' 105:?-:?000 '"° .'067·2!l71 272 

2'072-2071:1 ... na 
?077-2081 ,so 
.'062 201\6 '" 2o&/·2091 '" ?092 209€ "° 2091.;,01 " 
Tola,I ~717 
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(c) Other Lease Commitments 

The City is making lease payments to the Agency for the Moscone Convention Center in the amount of 
approximately $18 million per year through July 1. 2024. The lease paymerts are intended to 
approximate the debt service requirements of !he corresponding lease revenue bonds that were issued 
by !he Agency to finance the construction and expansion of the Moscone Convention Center which are 
recorded as a long term obligation of the Agency Toge!lier with financing from the City through 
appropriation of a portion cf the hotel tax and through the issu.,nce of lease revenue bonds by the 
Finance Corporation, the total cos! of approxima!e!y $371.4 miltion was included 1n the City's asset class 
of facilities and improvements 

The City is also making tease payments to outside lessors for vanous 1e!ecommunication and information 
equipmenl through an inlema! service fund 

Amounts to be provided for capital leases are as follows (in U1ousands): 

2007 

2006 

2009 

2010. 

2011. 

2012-2016 .. 

2017·2021 

Fis-cal 

2022-2025 ............................................. . 

Total rnmim:;m l•rnse payments . 
Less amounts reprns,nbng ;n:ere,:;I 

PrcSl)nt value or maximl1m lea~o payme'l!S. 

(d) Other Commitments 

Moscone 

Convention 
Center 

17.874 

16,5?1 

18.6-40 

18,717 

18,794 

94,772 

63.638 

13,1)71 

264.077 

(73,981) 

190.1)95 ' 

Olher 

'28 

SJ 

"' ~ 
"' 

Totat 

18,002 

18,534 

Hl,640 

18,717 

18,794 

94.n2 

63,638 

13,071 

264,268 

(73,989) 

190,279 

The Retirement System has commitments to contribute capita! for real estate and alternative investments 
in the aggrcga!e amount of approximately $842 mll!ion at June 30, 2006. 

The City is a participant in 1he Peninsula Conidor Joint Powers Board (PCJPB), which was formed fn 
1991 to plan, administer, and operate the Peninsula CalTrain rail service. The City, 011 behalf of MUNI, is 
responsible for 11 6% of the net operating costs and administrative expenses of lhf'l PCJPB for cperating 
and capital needs. During the fiscal year ended June 30, 2006, the City contributed approximately 56.ti 
million to the PCJPB This is paid by MTA from the subsidy transfer it receives from tho City. 

(16) RISK MANAGEMENT 

Risk Retention Program Description 

The City is exposed to various risks of losses related to torts, theft of, damage to, and destruction of 
assels; business interruption; errors and omiss,ons; automobile liabllity and accident claims (primarily tor 
Municipal Railway); medical malpractice; natural disasters; employee health benefit claim payments for 
direct provider care (collectively referred to tierein as estimated claims payable); and injuries to 
employees (workers' compcnsn!ion). With certain exceptions, it is !he policy of !he City not lo purchase 
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commercial insurance for the risks of losses to wllich ii is exposed. Instead, the City believes it is rnore 
economical lo manage its risks internally and set aside funds as needed for estimated current claim 
settlements and unfavorable judgments through annual appropriations and supplemental appropriations 

The City maintains limited excess coverage for certain facilities. The SFO carries liability insurar'lce 
coverage of $750 rnilli011 and commercial property insurance coverage for full repjacement value on all 
facilities owned by the si:o. The si:o does not carry ins\1r:ance for losses due to seismic activity. The 
SFO is self-insured for general liability up lo the first $10,000 and the SFO carries liability insurance for 
any amounts in excess of $10,000. The Port carries commercial insurance for all general liability, 
property and casualty risks of loss. Additionally, limiled insurance coverage Is maintained by the City for 
!he ~Aos<:O!"!l!! Corivention Center P'".!l){'rly. person:;:,! ti:;:,bility. and for art al City-owneli mu~imm!i 

The San Francisco Redevelopment Agency is a memb0f of the Bay Cities Joint Powers Authority whk:h 
provides coverage for i!s general liability. automobile liability, and public officials errors and omissions 
risks with combined single limils of $20 million per occurrence and a deduclible of $50,000 self-insurance 
retention per occurrence. 

Any claims relating to the construction of the Moscone Convention Center are indemnified by lhc City 
under an agreement between the Redevelopment Agency and the City 

Settled claims have not exceeded commercial insurance coverage in any of the pas! three fiscal years. 

Expenditures and liabilities for all workers' compensation claims and other estimated cta;ms payable are 
reported when it is probable that a loss has occurred and tile amount of that toss can be reasonably 
estimated. Ttiese losses include an estimate of claims that have been incurred but not reported. 
Because actual claim liabilities depend on such complex factors as inflation, changes in legal doctrines, 
and damage awards, !he process used in computing claim liabilities does not necessarily result 1n an 
exact amount. Claim liabilities are re-evaluated periodically to take into consideration recently sel!led 
claims, the frequency of claims, and other legal and economic factors The recorded liabilities have not 
been discounted. 

Estimated Claims Payable 

Numerous lawsuits related to the governmental fund types are pending or threatened againsl lhe City. 
The Ci!y's liability as of June 30, 2006 has been ac!uarially determined and includes an estimate of 
incurred but not reported losses 

Changes in the reported estimated claims payable since June 30, 2004, resulted frolT' the following 
activity (in thousands): 

Current 
Beginning Year Claims Ending 

Fiscal Year and Changes Claim Fiscal Year 
Liabili.h!:.__ in Estimates Payments ~ 

2004-2005 $ 127,436 $ 63,684 $ (38.865) $ 152.255 
2005-2006 152,255 38,053 143 048) 147.260 
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Breakdown of the es!imaied claims payable at June 30, 2006 1s as follows (in thousands) 

Governmental Act1v1ties· 
Current portion cf esbmated claims payables .. 
long-term portion of estimated claims payable" . 

Business-~e activities· 
Current portion of est,mated claims payables .. 
long-term portion of estimated claims payable .. 

TotaL. 

$ 23.811 
45,666 

24.629 
53~ 154 

The Retirement System is ,nvolved in tw'o class action type lawsuits which are colleclively referred to as 
"Final Compensation" cases. These lawsuits allege Iha! the Retirement System should include additional 
·'pay types" in pension calct1lations. The most significant pay types common to all members of the 
Retirement System are lump sum payments afte· termination of employment for sick leave and vacation. 
I ne po11ce ano fire iawsu1t nas oeen resoived in favor of 1he Reiirerneni 5ysimn liuliny lhe yew e11UeU 
June 30, 2006. There is also a new lawsuit against the Retirement System by the Veteran Police Officers 
Association (VPOA) ihat alleges Iha! lhe Retirement Syslem should include Police Officers' Standards 
Training (POST) pay in pension calculations for those police officers who retired prior to the creation of 
the POST ranks. The Retirement System was successful in defending bo'.h of these class act!On lawsuits 
in the trial court. The VPOA lawsuit is on appeal. The potential loss to !he Retirement System, should 
there be a successful appeal, is estimated to be less than $100 million as of June 30, 2006. 

The Retirement Systern is involved in two securities fraud cases. The first lawsuit is against Enron 
Corporation, its officers and its accountants. In the second case, the Retirement System Joined a 
coali\10'1 of government pension funds in a securities fraud SUJt against various investment banks for 
losses relating lo WorldCom bonds. As these cases are in the preliminary stage, ii 1s pre'Tiature to 
determ·ne the amount recovery for the Retirement System in ttiese matters. 

Workers' Compensation 

The City self-insures for workers' compensation coverage. Tt1e City's liability as of June 30, 2006 has 
been actuarially determined and includes an estimate of incurred but not reported losses. The total 
amount estimated to be payable for claims incurred as of June 30. 2006 was $364.1 million which is 
reported in !he appropnate individual funds in accordance with the City's accounting policies (note 2). 

Changes in the reported accrued workers' compensation since June 30, 2004, resulted from the following 
activity (1n thousands): 

Current 
Beginning Year Claims Ending 

Fiscal Year and Changes Claim Fiscal Year 
Uabil1tx__ in Estimates Payments l1ab1l1ty 

2004-2005 $ 397,126 $ 87,372 $ (93 070) $ 391.428 
2005 2006 391.428 44.863 (72 156) 364.135 

126 



CITY AND COUNTY OF SAN FRANCISCO 
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Breakdown of !he accrued workers' compensation liability at June 30, 2006 is as follows (in thousands): 

Governmental AclJVities· 
Current porton of accrued workers' compensation liability . $ 41,803 
Long-term portion of accrued workers' compensation liability. . 160,678 

Business~1}'.£_e activiti1;1~_· 
Current portion of accrued workers' compensation liability __ 
Lang -term portion of accrued worker's compensation hability_ 

(17) SUBSEQUENT EVENTS 

Long-term Dobt 

35.466 
126~ 188 

$ 364, 135 

In July 2006. the San Francisco Water Department issued 2006 Water Revenue Refunding Series C 
Bonds !n the amount of $48.7 million. The purpose of the bonds is to refund the remaining portion of the 
1996 Series A Wa!Cf Revenue Refunding Bond. The bonds were insured by a municipal bond insurance 
company and camed Aaa and AAA ratings from Moody's and Standard & Poor's, respectively. The 
Revenue Bonds include serial bonds with inleresl rates varying from 4% to 5%. The current interest rate 
serial bonds mature through November 1, 2026. 

In August 2006, the San Francisco Redevelopment Agency issued Taxable Tax Allocation Revenue 
Bonds Series A (2006 Series A Bonds) and Tax Allocation Revenue Bonds Series B (2006 Series B 
Bonds) in !he amount ol $50.7 million and $34.5 million. respectively. The proceeds from the 2006 Series 
A Bonds will be used to fund the construction of affordable housing, renovate a pier in the Rincon Point
South Beach project area. and provide financial assistance lo a museum located in the Verba Buena 
Center projecl area, The proceeds from the 2006 Series B Bonds will be used lo fund the conslruclion of 
streets. sidewalks, sewer/sewage facilities and open space in the Mission Bay North project areas. 

The Agency loaned Community Housing Partnership (CHP), a California non-profit public benefit 
corporation, a construction bridge loan of $4.1 million for the re'"iabilitation of !he Senator housing project 
The loan funds were disbursed from November 2004 through February 2006. The loan was considered 
uncollectible as of June 30. 2006 because !he permanent financing was dependent on receiving other 
sources of funding, On September 18, 2006, the principal amount of $4.1 million was paid when CHP 
received its permanent financing. The related accrued interesl of $0 4 million was added to an existing 
perm.anent loan. As of June 30, 2006, fhe amount outstanding for the permanent loan to CHP is $1.3 
million 

In March 2000, the voters of !he City adopted Proposition C, amending the Charter by extending \he tern, 
of the Open Space Fund and authorizing the Issuance of revenue bonds for such purpose. A set aside of 
2.5% of 1he City's general 1 % property tax is required by the Charter to be deposited in the Open Space 
Fund. In November 2006, the Corporation issued Lease Revenue Bonds Series 2006 (Open Space 
Fund-Various Park Projects) in the amount of $27 million (the "Series 2006 Bonds"). The Series 2006 
Bonds will finsnce the design, construction, renovation and the installation of various park improvements 
located within the City. Interest rates range from 3.75% to 5.5%. The bonds begin lo mature !n July 2007 
through July 2027. 

In Sep!embcr 2006, !he $5.4 million Fillmore Renaissance Center Project variable rate note w1\h the 
Housing and Urban Department (flUD) was converted lo a fixed rate financing and the amount of the loan 
was increased to $5.5 million. The new loan carries Interest rates ranging from 4.9% to 5.74% and 
matures from Augus! 2007 through August 2025. 
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In October 2006, the City issued !he General Obliga!iOP Refu11ding Bonds, Series 2006 R·1 (Series 2006· 
R1 Bonds) in the arnounl of S90.7 m11t1on. The proceeds of !he bonds were used to refund all or a portion 
of certain outslanding general obligations bonds of the City and lo pay for certnin r..os!s rela1cd to the 
issuance of the bonds. The Series 2006-R1 Bonds were issued wilh interest rates ranging from 4% to 
5% and mature from June l007 lhrough June 2020. The City irl effect reduced i!s aggregate debt servire 
paymen\ by $7 million and obtained a net present value savings of $5A million. 

In December 2006. the City issued the General Obligation Refunding Bonds, Series 2006-R2 (Series 
2006-R2 Bonds) 1n the amount of $66.6 million. The proceeds of the bonds were used lo refund all or a 
portion of certain outstanding general obllgallon bonds of the City and to psy for certain costs related to 
the issuance of Hie bonds. The Series 2006-R2 Bonds were ;ssued with interest rates ranging from 3.5% 
to 4.15% and mahJre from June 2007 through June 2019. The City in effect reduced ifs aggregate debt 
service paymerit by $9.4 m11!1on and obtained a net present value savings of $4.7 million 

Elections 

On November 7, 2006, the San Francisco voters approved the following proposition that will have a fiscal 
impact on the City: 

Proposition F - Sick Leave Ordinance This ordinance establishes minimum requirements for 
employers, as defined by stste law, to provide paid sick leave to their employees. This :nc!udes 
full-time, part-time, and temporary employees working in San Francisco. Employees will earn 
paid sick leave at the rate of 1 hour for every 30 hours worked. New employees will begin to earn 
sick leavo after 3 months O'l the job. Employees who work In businesses with fewer than 10 
employees could accumulate up to 40 hours of paid sick leave. All other employees could 
accumulate up to 72 hours of paid sick leave 

The Increase in the cost of government will be approltimately $9.3 million annually for sick !eave 
io groups or City workers who do not earn oaid time off and for administration of the ordinance. 
This estimate does not address the potential Impacts of a paid srck leave requirement on 
employers or the local economy, 
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CITY AND COUNTY OF SAN FRANCISCO 
Required Supplementary Information • 

Historical Pension Data 
(Unaudited) 

Employees' Retirement System· Analysis of funding Progress 
Histori:al trend information is presented 

SchedJ!e ol funding progress for !he Employees· Retirement System (In thousands): 

Actuarial 
Accrued Over· 

Actuarial Actuarial Liability funded 
Valuation Asset (AALI AAL Funded Covered 

Date Value ~ /OA.A.L) B!!iQ PayroU 
711/2003 $11,173.636 $10249,896 $923,740 109.0% $2.130,071 
7/1/2004 11.299,997 10,885.455 414 542 1038% 2.155.252 
7/1/2005 12.659.698 11,765.737 893.961 107.6% 2.052,862 

OAALas 
a%of 

Covered 
P,wrol! 
434% 
19.2% 
43.5% 

California Public Employees' Retirement System· Analysis of Funding Progress 
H,stonr:al trend 1nforrna!ion is oresented 

SchedLJle o'. funding progress for PERS (In thousands): 

Actuarial o .. , 
Accrued (Under) OAALas 

Actuarial Actuarial Uablllty funded a%of 

Vatuatlon Asset (AAL) AAL Funded Covered Covered 

Date ~ EnlryAge (OAAL) Ratio Payroll Pavroll 
06130/01: 
Misc $ 32.773 $ 22,031 $ 10,742 148.8% $ 1,087 988.2% 
Safety 445,005 358,626 86,379 124.1% 63,581 135.9% 

Total ~78_ $ 380,65( ~121 125.5% ~668 150.2% 

06130102: 
Misc $ 31,897 ' 21.889 $ 10,008 145-7% ' 1,150 8703% 
Safety 430,019 417.394 12.625 103.0% 17.6% 
Total ~916 ' 439,283 l_____E,_633 105.2% 31.1% 

06'30/03: m 
Safety S 442,850 $ 458,1.??._ ' (15,302) 96.7%, ~093 -19.3% 

NOTES 
:,i Tnere is a new pooled report fo,rnal for 1he Miscellaneous First Tier Plan of the Ci!y and County 

or San Francisco for Miscellaneous 2% at 55 Risk Pool. Since this plan had less than 199 active 
n:embers as of June 30. 2003, PERS changed the plan from ar agent multiple employer plan to a 
cost-sharing mulliple-employer plan As such, funding status is no longer required lo be d1sciosed 
Mand;,!ed pooling is effeclive with this v.:11w1t1on which determined tt>e contribu11on 1ate for fscal 
year 2005-2006 
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Nonmajor Governmental Funds 

SPECIAL REVENUE FUNDS 

Special Revenue Funds are used to acwunt for the proceeds of specific revenue sources (other than 
expendable trusts or major capital projects) that are legally restricted to expenditures for specified purposes. 

Bwldmg Inspection Fund •• Accounts for the revenues and expenditures of !he Bureau of Building 
Inspection which provides enforcement and implementation of laws regula!ing the use, occupancy, location 
and 11ainlenance of buildings. 

Children and Families Fund ·- Accounts for property tax revenues, tobacco tax funding from Proposition 
10 and i11terest earnings designated by Charter prov1s1on. Monies in this fund are used as specified in the 
Charier and Proposition 10 lo provide services lo children less than eighteen years old, and to promote, 
support and improve the early development of children from the prenatal stage to five years of age. 

Community/Neighborhood Development Fund -- Accounts for various grants primarily from the 
Department of Housing and Urban Development to provide for community development of rundown areas; to 
promote new housing, child care centers and public recreation areas; to provide a variely of social programs 
for the underprivileged and provide loans for various community development activities. This fund also 
Includes proceeds from a bond issuance lo benefit !ho Seismic Safety Loan Program which provides loans 
for seismic strengthening of privately-owned unreinforced masonry buildings in the City. 

Community Health SeNices Fund -- Accounts for state and federal grants used lo promole public health 
and mental health programs. 

Convention Facilities Fund -- Accounts for operating revenues of the convention facilities: Moscone 
Center, Brooks Hall and Civic Auditorium. In addition to transfers for lease payments of the Moscone Center, 
this fund provides for operating costs of !he various convention facilities and the San Francisco Convention 
and Visitors Bureau. 

Court's Fund - Accounts for a portion of revenues from court filing fees that are spec,f1cally dedicated for 
Courthouse costs. 

Culture and Recreation Fund -- Accounts for reve<mes received from a variety of cultural and recreational 
funds such as Public Arts, Youth Arts and Yacht Harbor with revenues used for certain spec1f1ed operating 
costs. 

Environmental Protection Fund - Accounts for revenues received from stale, federal and other sources 
for tile preservation of the environment, recycling, ;;,nd reduction of toxic waste from the Cily"s waste stream. 

(Continued) 
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CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS (Continued) 

Gasoline Tax Fund·· Accounts for the subventions received from state gas taxes under the prov1s1on of 
the Streets and Highways Code and for operaling transfers from other fimds which are used ror the same 
purposes. Slate subventions are restricted lo uses re!ated to local streets af'!d highways, acquisitions of real 
property, construction and improvements. and maintenance and repafrs. 

GfJn<::rai Stuvi,:,es Fund·· Accounts for the actlvitiet: cf sever2! non-gn;:1*1! activities, Q!!flf'lrnlly established 
by administrative action. 

Gffl Fund -· Accounts for certain cash gifts whk:h have been accepted by the Board of Supervisors on 
behalf of the City and the operations of two smaHer funds that cannot properly be grouped in!o the Gift Fund 
bec:.'l•Jse >Jf t_he!r sp,;,,:::ifi,:, \,:,,rm« ni'<h11r,;P.ments are made by departments. boards and commissions in 
accordance with the purposes, if any, specified by the donor. Activities are controlled by prOJeCt accounting 
procedures maintained by ttie Conlroller. 

Golf Fund - Accounts for the revenue and expenditures related to the City's six golf courses 

Human Welfare Fund - Accounts for stale and federal grants used lo promote education and discourage 
domestic violence. 

Open Space and Park Fund -- Accounts for property tax revenues designated by Charter provision, 
interesl earnings and miscellaneous service charges and gifts. Monies in this fund are used as specified in 
\he Charter for acquisition and development of parks and open space parcels, for renovation of e)(IS!lng parks 
and recreation facilities, for maintenance of properties acquired and for after-school recreation programs. 

Public Library Fund -- Accounts for property tax revenues and interest earnings designated by Charter 
provision, Monies ,n !his fund are lo be expended or used exclusively by the library department to provide 
library services and materials and to operate library faci!llies. 

Public Protection Fund Accounts for grants received and revenues and e,cpenditures of 21 special 
revenue funds including fingerprinting, vehicle theft cnmes, peace officer training and other activities related 
to public protection 

Public Works, Transporlat10n and Commerce Fund - Accounts for the revenues and e1pend1tures of 13 
specla! revenue funds including construction inspedion, engineering inspection and other activities related to 
public works projects In addition, the fund accounts for various grants 1rom federal and state agencies 
exoended for specific purposes, activities or facilities related to transportation and commerce 

Real Properly Fund -· Accounts for lhe lease revenue from real property purchased with the proceeds 
from certificates of participation The !ease revenue is used for operations and to pay for debt service of the 
cert:ficales of pa1icipalion. Sales and disposals of real property are also accounted for in this fund. 

(Conlinuod) 
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SPECIAL REVENUE FUNDS (Continued) 

San Francisco County Transportation Authority Fund -- Accounts for the proceeds of a or1e-half ol one 
percent increase in local sales tax authorized by the voters for mass transit and other traffic and 
transportation purposes. 

Senior Citizens' Program Fund-· Accounts for revenues from the allocation of one-fifth of the parking lax 
receipts al"ld for grants trnm ttif'l statP. to bs used to promote the well.being of San Francisco senior citizens. 

War Memonal Fund·- Accounts for the costs of l'lainta,rnng, operating and caring for \he War Memorial 
buildings and grounds. 

DEBT SERVICE FUNDS 

The Debt Service Funds account for the accumulation of property taxes and other revenues for periodic 
payment of interest and principal on general obligation and certain leasa revenue bonds and related 
authorized costs. 

Genera/ Obligation Bond Fund -- Accounts for property taxes and other revenues for periodic payment of 
interest a'ld principal of genera\ obligation bonds and related costs, Provisions are made in the general 
property tax levy for monies sufficient to meet thesa requirements 1n accordance w!!h Article XIII of the Stale 
Constitution (Proposition 13). 

Certif,cates of Parlicipation (COP) Funds .. Accocmts for transfers of Base Rental payments from the 
vanous COP Special Revenue Funds and General Fund which provide for per,odic payments of interest and 
principal The COPs are being sold lo pro'llde funds tn finance the acqutSilion of existing office buildings and 
certain improvements thereto, or the construction of City buildings such as lhe Courthouse, to be leased to 
the City for use of certain City departments as office space 

Other Band Funds -- Accounts for funds and debt service of two nonprofit corporations (Social Services 
Corporation and San Francisco Stadium, Inc.) and business tax se!Ueme11t ~nds 

CAPITAL PROJECTS FUNDS 

Capital ProJects "'unds are used to accotml for financial resources to be usad for the acquisil,on of land 
or acqu,sition and construction of major facilities other than those f1'nanced m !he proprietary fund types 

Ctly Facilities lmorovemenl Fund -- Accounts for bond proceeds, capital lease financing. federal and local 
funds and t,anslers from other funds whtch are designated for various buildings and ganeral improvements 
Expenditures for acquisit:on and construction of public buildings and 1mprnvements are made in accordance 
with bond requirements and approprialion ordinances 

(Continued) 
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CAPITAL PROJECTS FUNDS (Continued) 

Earlhquake Safety Improvement Fund •• Accounts for bond proceeds, Federal/State grants and private 
gifts wtiich are designated for earthquake facilities improvements to various City buildings and facilities. 
E,cpenditures for construction are made in accotdance wi!h bond requirements and grant regulatrons. 

Fire Protection Systems Improvement Fund -- Accounts for bond proceeds whfCh are designated for 
improvements in fire protection facilities. Expenditures for construction are made in accordance with bond 
requirements 

Moscone Convention Center Fund - Accounts for proceeds from Moscone Convention Center Lease 
Revenue Bonds and transfers from the General Fund and Convention Facilities Special Revenue Fund. 
Expenditures are for construction of the George R. Moscone Convention Center and for related 
administrative costs. 

Public Library Improvement Fund -- Accounts for bond proceeds and private gifts which are designated 
for constrL.1Ction of public library facilities including a new main library. Expenditures for construction are made 
in accordance with bond requirements and private funds agreements. 

Recreation and Park Projects Fund - Accounts for bond proceeds, Federal and state grants, gifts and 
transfers from other funds which are designated for various recreation and park additions and development. 
Expenditures for acquisition and construction of recreation and park facilities are made in accordance with 
bond requirements and appropriation ordinances. 

Street Improvement Fund -- Accounts for gas tax subventions, bond fund proceeds and other revenues 
which are designated for general streel improvements. Expenditures for land acquisition and construction of 
designated improvements are made in accordance with applicable stale codes, City charter provisions and 
bond requirements. 

PERMANENT FUND 

Permanent funds are used to report resources that ore legally restricted to the e)(tent that only earnings, 
not principal, may be used for purposes that support the reporting govemment"s programs 

Bequest Fund -- Accounts for income and disbursements of bequests accepted by the City. 
Disbursements aro made in accordance with terms of the bequests. 
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CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet 
Nonmajor Governmental Funds 

ASSETS 
L'eposits ;!!(Id ,nvesnients wilh c,1yTrnasu,y 
c .. poslts and investments ouis,de Oty Treasury __ 
"'r~ru"u"'es 

P,operty trorns and per,altfes. 
Other lornl !a~es 
Fejeral end stale 9rm,!s and subv,,11U<l!1s 
Charge$ b' seMces 
lntffEffi! illlll other 

Due h:>m olhet funds .. 
Due f'om component un,t 
:...~.,.,~ ,.,~.,,,,,;_,;.,, (,,,,, .,: .,1:,.. .. a,·,ca ;,:,,- uo·,'°'·~:.e.:t,t:.S~i 
Deferred charges and other assets ... 

T Ola! assets 

LIABILITIES ANO FUND BALANCES 
Liebialtles 

Aceotmts pay>1b!ll 
Accrued payroll.. 
Deferred tax, ganl and sJbventicn revenues 
Due to o!her h.iods ... 
Deferred credits and other Rabmt,es .. 
so,ds. loans, capital !Mses and other payables .... 

Total habdlt1es •.. 
fund t,alarn:es 

Re$e1Ved fo," assets nl>I. available for apj,ropriabo11 
Rese,ved fol" debt seMce .. 
Rese,ve<! for ene11mbra~ces 
Rese<ve<.I fQI apprnpr.i1,on carryfo,wafll,. 
Rese<'Jed lot subsec;uent years· budgets 
Unreserved (de1\cit) 

T <:>bl IIKld balances ... 

Tr;,tal liaamtoes and fund balarn::es, 

June 30, 2006 

(In Thousands} 

Sl"'clal 
R"""nu& 
flllld:'! 

481.251 
8,916 

1,361 
13Ji52 
74,428 

4,988 
5,854 

$33 

?4,C41 

~ 
~ 

48,230 
9,521 

21,089 
44.002 
s~.3ti6 

~ 
~ 

1tl.154 
1.112 

78 038 
1/2,214 

'·"" ~ 
~ 
~ 

m 

, .. 
'""'~ Funds 

$ 56.453 
9,325 

5,068 

"' 

L...2!.&.1l 

' ' 
4,632 

10.662 

~ 

56.317 

.. 56,31~ 

L2.!:ill. 

Capital 
Projects 
Funds 

, 5'8,854 
3.992 

15,815 
69 

2,376 
3.4:?l ,,, 

----'-" 
~ 

• 39,910 
1,449 
4,721 

17.962 
1,737 

65,779 

"" 
345,042 
118,010 

~ 
417,766 

~ 

Permamml 
f~nd 

Bequest 

'""' 
'""'' NonmaJOr 

Gowrrimental 
f_!!ndl 

6.327 $ 1,060.891 
54 22,287 

8429 
13,9S2 
90,243 

5.077 
34 9.03!'> 

~ 

" 

---· 

" 
" 3.900 

~ 
~ 
~ 

3,960 

'" !' .. 0·~ 

~ 
~ 

81U~1 
10.982 
30.442 
61,964 
94,/~5 

__ 150,000 

436,294 

70.702 
57.429 

423120 
294.340 

a.o04 
__ ,_1dQ 

854.308 
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CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds 

Year ended June 30, 2006 

Raven.ies: 
?r~;,:,rt'/ !ax!>> 
Bus,ness ta~es 
Oilier fecal taxes. 
Licenses. perm,1s a~d •rnncl1is~"S .. 
Fir«,, lofleiture$ and pem,;t;.,s. 
Interest and onvesimen! income .. 
Rents ~nd cor,r~ss,ons . 
bter:;im'efnmen!JI 

~e'.!e·~! . 
S1a1e. 
Other 

Ci-ia,ges lo, seiv ces 
Other 

T o!al rnvenues 
E,~nditi;res 

Cun-enl 
Publ,c protect,on 
Public wo<ks. trans~<talKlf\ an(! comrw.trce 
Homan welf;,re and ne,ghbornood rleve!<)pment 
Community MaUh 
cu·t~,e and iecreabon 
Gweral ;,dmm,stral1cn and fina~ce 
Genera, City responsibil,1,es 

Deb! serv,ce 
Prim::ip;,I N!brement . 
lu!e,esl end ~seal charge~ 
Bo<,(! ISSll3!l00 WS'.S 

Capil.al ootlay. 

T olal expenditure$ 

Eiccess (deficie~cy) of revemoes 
o~r (under) e~pend,tt.ms.__ 

()the, financing sol!fces (uses). 
Transfers in 
Trsnsfers out 
•ssuance ol bonds a~d ,oans 

Face Yalue of bon-ds ,ssued. 
Face ~alue of loans issued .•• 
Prem.um on issuance of bonds ... 

Qt~er tna"c,ng s°"rces-cap,tal leases 
Tobi olherfinandng sou•ces Jusasl. 

Ne: change in turd balanws 
Fund balances al t>eg,nn01g of year 

Fund balan~es al ena of;,~)< 

(In Thousands) 

Special Deb< 
Revenue Service 
F~ Funds 

RUM/ • 114 W\1 

'" 115,163 
6,786 
4.254 

22,120 J/181 
300119 002 

1,;1,wi 
65,685 "' ?,752 

137,791 

47,928 
)28,221 
172,582 
94,51& 

175,533 
14,528 

eoa 

" 86,960 

' i!:,128 

-- 734,116 _ 162.0BB 

_ {57.260/ __ ,_21..,.l~\lc>J 

33 834 
(523) 

ci,3~9 

),!i6~ 

37,958 ~! 
{19.302) 11.108 

333.1.?I_ 

~ 

rn 

Capilal 
Projects 
Fund" 

s 

51 

2<.301 

"" 
1) 5fl4 
3315 

2JJ48 

"° __ ,_.8~ 

-~ 

'" 1.933 
153,49~ 

~ 

l9!~ 

2'(U20 

10.233 

377,082 
$ 477,768 

Permanent 
Fund 

Bequest 
Fund 

s 

248 

'" 

. 
'" 

---~-
_..§!Q 

(40) 

~ 
t~ 

,_, 
Nonmajor 

Governmental 
Funds 

' 224.&!8 

'" 115.163 
6,817 
4,254 

4!/,50 
32.419 

HiB.t,37 
75,&12 
23.5{)0 

137,551 

~ 
883,745 

4/,928 
228.221 
112.!>66 

94,515 
176.463 
14,628 

'" 
86.970 
75 97S 

1 ,933 

~ 
1,053.410 

(169,665) 

162,09:2 
(135,%9) 

218,12(] 
5,359 

10.233 

:!-~...?. 
~ 

93,732 
760,576 

$ 654,308 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet Combining Balance Sheet 
Nonmajor Governmental Funds - Special Revenue Nonmajor Governmental Funds - Special Revenue (Continued) 

June 30, 2006 June 30, 2006 

(In Thousands) (In Thousands) 

Chlldrtm Community/ Community Cultural Op,m 
Building '"' !ff!ghbol'hood He{ll!h Convention "" Environmontll 

Guol!n& Gfl>eral Human Spa~e Public 
lnspettlo" Fam.11" 0.,,,.1.,pmer,t S<>rvlu,. FadlillH Court'• R.ecra;rtlon Prolfe\lO!'I ,., Go, Weltare and Park Llbraiy 

Fund Fund Fund __ Fund Fund Fund Fund Fund 
Fund Fund Fund Fund Fund 

ASSETS ASSETS --- ------------
DeposHs and irwe>lments wilh C,ty Tmasury .• $ 29.385 $&2.471 S 61JJS8 $ 10.450 S 14A37 $ 3,804 ' • 1.~0 

Oepo;1J; and investments with City ~raaaury $ ' "' $ 6.4$3 S 1,077 $ $24,231 S25J70 
Dfipollils ar,d irwei;tmenlS outside Ci!y Oepo;11S and in\f9slr00nti w!side c,t, 

Treasll<)' 7.335 ' Trca,ury ' 459 
Rtceivabies· Rece1vab!as 

Prope~y la•es an-:! pe!ll!l!tes .. 1,292 
P,oµer!y ta,as and penalties 1,072 997 

0100< 10<:al ta<es 
feOO•<>I and state 9,aob and SlibVtln:,or,s 4,379 7/84 18,58S 6.242 365 Olt,wk>c:.al!axes 

Charges for s&r\lices . • '" ' '" 
Fede,.- and state g,.ints and s11b'ffl'lbons 1,824 3,792 7' 4.855 

l'llerest mm othe<. '" ,so m " " " ' 
Ch~rges m, serv,ces " 1,874 m 

Due 1rom ol!ier 111Ms '"' ln!erest ;and <Jlhe• 1,579 504 " '" " Loan,; re,::,moble (na: ol a'lowanre f(lr D\le l,o.,, other Jun<ls 

unool4aci,blos) . '" 73.71:13 Loans "'reivable {net of allowance for 

DefcrrtKI chan;ies and ot~ assets __§§_ ,., __ ;:1_ uncol'ect1bles) 

Totalasoo1s .• ~ ~ $ 165 i'41 $ W,116 $ 14 620 !..1fil2. ll!§;Q ~ 
Oeferrwl ct>an;ies ~nd othe< assets 

[L~~ i~!41. Tota! assets l.1,ill. Lid~ Lr.~ Ll~?.l J,_".?21'2 
LIABILITIES ANO FUND BALANCES 
Uat>,11,es L!ABltlTIES ANO FUND BALANCES 

Acc<>Unls pay~ble. ' "' $Z0.585 ' ''"" S 8,463 ' '" ' 305 ' '" ' "' L•abffi!les 

Accrued ;,ayrnll .. 1,000 '" '°' 1,125 rn c, '" " Acoo"n1s payable ' ,oo $ 1.l!H ' '" ' "' $ 1J)49 ' '"' S U>23 
Oef<'<r.,d lax grant and suD....,nhool Accrued payroll '"' '" '' "' ' "' 

,,_ 
,e""nues 1,291 "' 2,222 5.641 1,358 Deferred tax. g,an! and subvenlion 

Oueto(>!!lerf.1M$ "' '" revgnoos 3,792 101 SS 943 '" Deferred credita and ct~er liabll11;,,• . 7,415 2.619 $9,033 3,~4 2.174 Duo lo other funds .. "' "' 3.641 
Bor>ds, loan•, c.api!al llleses andolher payables Da'ened credits and olhnr liabilit,es 125 "' 2.236 2.197 

Total fabOrt,es ~ ~ 7,207 --~·?23 Boods, loons, C!lpilal ieases and oU,er payables 

r und b~lences Tota!haMi!les ~ 0.801 _ _§N _£Q_ ~ll 4,2~6 
Rese,ve,I Ir,, asse1s rio1 ITT>Ji~1t>le for f-und balariees 

appmprlatio<> ., H.~11'.> " 1,011 Resented for assets not avnlrable fo, 
Resa11111d !or deb1 """'""' 11ppropflalion 4;;9 
Reserwd lo, efl<:wnbrarn:ns 1.9(14 10.403 17,953 14.371 "" 225 "' "' Re,rer,eo for debt service .• 
Reserved IOI approprlabO<l c:w;lorwa,d 1.016 23,633 61.399 6,637 4.321 "' 2,027 w Re,rer,ec fm encornbmnces .. 32b 32'1 "" "' "' '" 1,IJB6 
Raserwd lo, s~b.eque~! )1(!3ts" bu,:,9els 6,000 • HeS<lntM for appropriation carr,,forward 2,497 1.442 t,,bb1 "' mo 12,753 4J)OJ 
Un""serw,d (defo,1) 17,691 ~ _______§_.~ 2.526 ---1?.~-~ Resel\l~C fm subseqo0n! yearn'b~dgets 

r otai hmd balanees 20.691 42.849 11,549 ---12.!! ~ _ ___(]) Un<eS<lrw!d {def,c,t) ~ ~ ·- 7,567 14.5:2 
Tots• ~ahiW,isend lu~d ba•anG<rn $29817 $CS 577 ~ 12:lli. ~ ~ T o!ol fund balances 2,663 ~ ,_,21,?11 1:J.~! 

Total !iabiOUes and fund b~I~"°'"' _Ji~ ~ ~il ~ 
(Cor>!inued) 

f'.'.:onMuad; 

.,, 1J'l 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet 
Nonmajor Governmental Funds~ Special Revenue (Continued) 

ASSETS 
Oepo$•!sand ,wes,ment,; w1lh c,1y Tmasury 
DeP0$1ts and 1iwes1rnent,; r,utsit:le 01)< 

Treasury 
RewWable$ 

Pr0perty tti<~ and penaH"'s 
Other beal ta,es .. 
Fe~ral arid $b!e gmn1s and subven1ione 
Charges !er ~e,v,ces 
ln1erest and olher .. 

Due lfom otne, funds 
Loarw receivable (nal of allowance lot 

ur,colleciible•) 
Deforred a,arga,; and other nssets 

Totala,;seta .. 

LIABILITIES ANO FUND BALANCES 
tiabrnties: 

Accounts p.ayabkt .. 
Accrued payroll 
o..le,re<J la,, graot and ,;ubwntion 

re.enues 
OL!e!OO!herfurl(lS 
Oefo,red credits and other l1ab1iities •. 
Bonds, k>ans, capital leases a!l(i ol!ler payables 

Total liab,~ties. 

Fund bal.!11ees 
Resen.'ed tor au11h not ava,labi@ 'o, 

approp,la1i<:m 
ResMs11!1ford@l:1.si,rvi!:e 
Res-d forencumbr.mces 
RBll!lfV .. d Im apprc:ttiation ,;a,rylmwaro 
Reserved for subsoquan! ~a,s' bud9ets 
llntt'SeMOd (deficit) 

Total fund t)alanee<i 
Total liabih!i11s and fund balances 

June 30, 2006 

(In Thousands) 

PublleWor1<s, S•n Franei•co 
Transportation County Sen~r 

'"''"' ~, RH.I Transportation Cmun,• w .. 
Pr<>Wetlon Commerce Property Authority Progr.,m Memoti•I 

~ --1:l!!!!L _f.!:!.!l!L_ ~ ~ ~___!2!!L_ 

$ 2.148 

'" 
'" 25.025 

'" 

' $2e,84s 

$ 3,0fO 
2,141 

,.-
" 

_2'.?:IB 

$ 15.719 

' 

' 1,847 

.,. 
1,'45 

$ 19,144 

?.053 
m 

3,975 
1,197 

1.6~_ 

• 2.:28 

"' 

" ' 

$ 2,466 

' w, 

"' 

_______2ZQ 

416 72 

23,587 J.453 90 
5.835 5.556 J.425 

(10.227) ~ _llJ.!!!) 
-~ 11,449 ~ 
B§1!!§. J_t!.1« L~ 

,w 

$189,811 

5,126 

13.747 

'" 
?.47? 

$211.817 

$ 2.542 ,, 
"" ~3.736 

1,221 
_ 150,000 

_ _!~.qg<! 

1,112 
1,131 

21,484 

23.127 
$211 817 

$ 

·~ 
f'8]! 

$ 276 

' 
555 

-~ 

" 

$ 10,957 $ 481.257 

8,916 

3,361 
13.9S2 
74,428 

4,988 
5.854 

"' 
74,041 

~ 
!.~2£1 

' 
,,. $ 4823() 

'°' 9521 

21 089 
44.002 
82 35£ 

--- ~000 
__ s~ 355.198 

19.154 
1.112 

186 78.038 
9,201 172274 ,,,. 

---1!..!} ~ 35243 
10.362 313.825 

S $34 ili~ $ 669 023 

CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds~ Special Revenue 

Year ended June 30, 2006 

{In Thousands) 

Chlldr11n Community/ Community Cultur.1 
B'.ll•dlng ""d N,,ighb<>rl>ood 1l11alth Convention am! EnvirPflmantal 

Resenues 
Pffipertyt;JxH 
E~!ffl!s ~,es 
Other local rn,e, 
l rcer,sM, permits and frarn;~i~c• 
r;...,s, torfeitu,e; ana penalties 
Interest ar>d irvestmeM Income 
Rflnts and tonceu1<1ns 
!nl,,rg,::wernmental 

Ft;dera' 
<;w~ 
other 

Cmlrges fo,- $ef\'o,;es 
81hw 

Total ,evenoos 

Expend,:ure! 
Cureent 

Publ,c pmtec1•0fl 
Public 'MJJi-s, !ransportatmn and r,eli'me,ce .. 
Human we!fam and ne,,;ihborhood 

development -
Commun,ty health 
Curture and recre3t,on 
General adm1ms1,aton and finance 
General C,ty n,sp011sib,l,tjes 

Debt service 
rrinc,pal '!!!1<emonl 
Jnlcn,sl and f>Scao charges 

Total eYpenditur91; 
Excess Jdeliciancy) of revenue~ 

over junde<) expern1,tures 

Other firiar>erng SOUl'CIJI; (U$85) 
Transfers ,n 
Tran~!am OtJt 
lss.,an<:e ot t>on<ls a'>(I ~arn< 

Faoo va1...e of loans issued 
011,e, financirig sour:;es.-cap,tal ~ases 

T nlal other f,rrandng sources {use~). 

Ne! char,ge "' h;nd balances 
~und ba1ances at begmn,ng of yaa, 
ru~d balances at end of y~,a, 

l~tion Familin Dav<tlopm111t S.ivl~s Facmtin C<111rt'll RacF8allon f'f<l«lctlon 
F1md Fun,!_~ ~~o('l __ Fund Fund ~ 

SJJ.664 

3,5:>2 

1,1o!> 1.862 

•087!> 
1J819 

36 32~ 671 ___ ,_, , 
41,048 61 097 

39 580 

8!> 101 

39 b'lt ___!~ 

~ j24 004) 

26 763 
.-'6~) 

_ (2,843) 26.763 
(1,375) 2.759 
?2,066 40.090 

S:W.591 S42.84_§)_ 

"' 
,.o:w 
6.181 

26.766 

"' 
3.845 

3!:l.26~ 
___ S.,4.Til_ 

'" 
55,311 

" U94 

___ 2L~E.6 _ 

19593 

., 
~) 

1,_Jt,9 

"' 

s 

1,057 

"' 
72,J.'.O 
14}>90 

1,951 
_ 1~-;I 

---2!21! 

"' 
89578 

_ 89.598 

~ 

34.743 

"' 
" ,~ '"' '" "' 

" w 
J 594 3,834 6,59? 

-:-56.604 4,125 

'" 1,348 

m 

62.120 7,562 

"" 
53. 141 ~ 

-1§.23!) • 1,9~7- ~ 

10,019 "' l~?) ~ j1.500) ~ 

-~ -9.36/ 
-- --
_l! ?~ _Jfil,) 

2,028 2.830 J.JJ t80) 
_.!..!,!_3-!. 1u1q -~,Q8'! -- (~L!J 
~!8. $11.549 S3,~18 ~ 

S! 

" 1.561 

'"' 

1,6H 

---~ 
-~ 

----~ 

-----
j$41) 
1386) 

"' §.._ ·--··7 

[Contmued) 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds· Special Revenue (Continued) 

Year ended June 30, 2006 

{In Thousands) 

O~• 
Gasolln<1 General Mum•n Spaco 

$u S=i~H (lift ••• Wefhlr. and Park 
Public 
Lib,ary 

~..........EH!.!-- Fun~_ Funt! ~ ----1:!!.!.!2_ ~ 
R!!\ltt'ltles 

Pmp~<ly !a,es ' • ' ' ' • 28.1U1 ' 7B,102 

!:hJSi"E'S6 lll~~S 
O!h!lrlrx:111 :a,,:s ... 
Lice"~~s. p,,rm,1$ "'"" 1,ern;h,sas ' '·"' "' F,ne;, 1"'1Mures and per,~l!,es .. " lnlnmst er,d tfl\lestment income 00 " .121 " "' "' Rools arnl GO'>Cess,01,s '" 2,603 " ~,lergc,emmental 

~eoerlill. H.459 " State ... 23,336 "' 363 "' °'" Olm!, ... " 
Charges fro" """""""·· 212 '·"' " 5.236 "' "' Other ' 

__ _____Ji_! 

Tota!rn,.,..nues ... __ ?,1~111 • 14,3G4 ___ 2_!!,'i!!!§. 

8;,cm!ltures· 
Cunen• 

Public p,01ecMn . "' i:JO 
Pu!Ji,c M.Jtl<s, tranSPOrtaUon !lJld comrneice . 31,!MJ ""' '" "' 532 " H~man ~lfare and neig~ 

Mvelepwent 2.070 14.8.18 
C;,mmun,1y rn!al!h 1.CS8 

CJltllrn ard fff<'.reat,on. '" '" 9,21!5 25,725 ~9.403 
Ceneral adminislm!im> and hriam:1L. 5670 7,159 
Genera, c,iy •e~l)(Jf\sobd,1,es .. " Ocbl Sil"""" 
Principal iet''llnwnl 
Interest and f,scal cl>arges 

Tota! expencMures _ 31.943 -~ 9,411,~ 14,836 

Excess (oeli<;iencyJ mm,,,.nues 
o,e, (@df!() experiditures -~~} ~ p,2_'15_) .rill) -..J£i) ~ (29.4111 

Qlh,,,-~,,,c,c,ng sources (uses). 
Tral'lSf,irsh IV\16 457 1.562 1.%8 "' 935 39.195 

T'arstera oul ______Jj_,filill ~lfiliD _JJ.,~'!_9) ~) _ __i!!l ___JlQJ __ J!!l!,\ 
Issuance of oonds and k>ans 

Face vaiuc of lonns ;•sJe<l 
01r,ar ',narui11g soo,ces-caprlal 'eases 

To!alother f,nanc!r,g ;;o,.,rces (J~e;) --" 63~ 31~ _!!§.§. 

Ne- c~enl){I in fund t,,.1,irn:~s {1.222) r (1591 3,593 

fe,fl{l b;ilances a! t,,,g nrnng of ,,...w .. _...L.HQ. -"" __ 2_~~ 17,618 

~ ,,rK! tu,l,1nccs al er>d o! yea, ~ "" '----"' .L..1.1.lli 
(CM~nuN1) 

'" 

CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds - Special Revenue (Continued) 

Year ended June 30, 2006 

(In Thousands) 

Public W00:11, Sat1Frimclsco 
Trnnsportatlon Co,mly S,mi(lr 

Public "" Real Tran$porl~tlon Cltlzena" 
Prot..ttl<>11 Prope-rty Auttiorlty Program 

W• 
Memorlal 

......£!!!!!L ~~- Fund _______ fund 
Ravenl/!l~ 

Property 1a,es ' • • • $ ' Busmessrn,.,s 
Other local t;r:<es !2054 8,%6 
L,censes. pem,als and francll,ses 1,592 
hoe~. forleilures ar!I ,.enal1k>s 1,530 ' ' ln!nresl and ,nvestm<Jm ,n-:ome "' '" " 8.410 " 39' 
<ze'IIS ~n;I mncessions '" 7,024 1,834 
lntergo,emrnertal 

Fe<!eral 26,850 1,0!,9 4,112 
Slate 7,653 '" 1,382 '"° O!Mr ""' Charges for services $4.103 16 027 "' '" Other __ ,_, 

~ ---" !£ 
T olJI ,ever.ues ~ 22 020 ~ 61 9_~6_ Hl.845 

Exl)er,di!ures 
C"rrenl 

Pubk omiect.on 46 515 "' Publ<e worlr$, transportat1on Md C-Ol!'merce . 55.591 11.466 "' s~.oro "' Human welfare enu neighborhood 
dcv,:,\,pme,,t .. , "' 6,6a6 " 5,99~ 

Community health ... 3,839 
Cul!ure and ,ecreation ' " ll,865 
General adriurl<Sl,al,on and finance " " 4,872 
Generol C,ty ra,;po~sjbilil1es 

Debtsef\ice 
Princ1pal re!irernen! 
Jnleresl and fiscal charges 

Total expenditu"'s . 106,074 ._!.i?d_GJ 4.909_ ~q 5,999 

Excess (deficiency) of revenues 
over (under) expend1!ures .. ~U) -------12!Z ~ -~ (1,608) __ ;~~ 

Other finar,or,g sourcas {uses) 
Transfers ;n 1€,714 
Tr.mslersout. ~ (6,2!8) __J~ ~ --!~91) 
Issuance of bondi and loans 

Face valu,, or ioans issued 
01her f,nancirig sourcm;-capilJ! le~ses .. ·--~ 

Total olher find"C"-.Y soun:::es (uses) 12.250 ~ ~ ~ __fill _,ill!) 
Net ctiange in fund t>alances (1,323) '" (3.392) (50.670) (1.62!) " Fund bala....::es at beginnJng ,:,I ye~r ...29.m 10457 5.588 74.597 ~ _10,~.1 

Fund ::>alarice~ at and or year ~ !__!_!.~1! $ 2,196 !_.?l]ll. ·--· ~ 

'" 

T<>tal 

S 60.867 

'" 115.16) 
6,786 
4,254 

22,12{) 
:JO 089 

157,953 
65,565 

2 (,-Q 

137.2(H 
44,170 

676.85!1 

47.!1?8 
228221 

112.562 
94.515 

115,533 
H,628 

"' 
rn ---· 734,116 

(57,260) 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Combining Schedule of Revenues, Expenditures 
and Changes in Fund Balances - and Changes in Fund Balances· 
Budget and Actual • Budget Basis Budget and Actual - Budget Basis (Continued) 

Year ended June 30, 200& Year ended June 30, 2006 

(In Thousands} (In Thousands) 

---~lldlng lMptetlon Fund Chlldr9n and hmUles FMnd Communl~INelljhl><>rhood O..v.lo~ent Fund Commun!.!l Hu Ith Servlcn Fund 

Varta!IC!! Vi!ri.;ino;:G Variance Variance 

Orlgh1a! Flnal Posithl• Original Final Posotlve Original Final P<>¥1tflle Original Finiill P¢$tllve 

"'"" """' ~ ~ """' ..... Actual l!!!ll!!!!m B11<1gel Budge! """" """""' ~ Budget Actual fNe9a11ve1 

Revenue!I: Revenuu: 
Pmp,erty 1.1,,,,, ' • $ • $ 30.376 S 30.616 $ 33.864 $ 2,988 Pmpe,tytaxes .. 
BU'll!'!!SS t.ues Business tt»es ''° 550 "' "" Other loc~1 t.l.xei Ottlerlocal taxes 
Licensas, pem\lts, and lranch1$eS '·""' ,.ooo '·"' (446) tw ... nses. perml\$, and fraech,ses 

fines, rorre;w,es, and penalties r,na,;, forfe,turas, and penall,os 1,020 1.010 1J8t 1,861 1,656 (35) 

ln!e"'s! ood ,nw,stmenl ;rcome ... ,oo ,oo ,.ore "" "' 2,055 1,933 1122) lnte<est and ;nve,;lmen! •1(.ome 5,001 5,648 '" so '" 159 SS 

i:cr,~ a~~ cc~,cc:::;.cn~ "-· ·--'":i .. ~ ... <-,M 

ln!e'l)twemmenlal lt,le'lJovernrnental 

Feden:i . ' ' '" 10.266 11,093 l0.B76 (217) Federal 211,786 28.766 72,049 72740 72,740 

S1ale 12,877 13,913 1:l.1:119 \1141 StJle 652 652 14,339 14,890 14,$90 

°"'" "'"' Charge, lor services 33,035 33,035 36,342 3,307 '" ,.~1 "' (170) Cha•ges lonerv,ces . 3,357 3,547 3,8.l5 "' "' 1 917 " Olhe,,evenues ... ---· -----' Other re,enues 21,927 ~ 14,342 __ 1_!~ '~ 
Total ..,,enuas ~ 37,44~ 4!!,~ 3 459 ~ ~ 2.365 Total revenue$ ____1,Q0..2_ B•,523 76,946 1:>,473 ~ 91.532 ~ 

E1penditu,es: Expenditures: 

Publa:: protacaon Pvb!ic pro!ect,on '° '° PuN,cworks. lr:;onsporta1ion and Pubk woih, tran,;portabon and 

r.ornmert:a. 41,603 42,168 39,500 '·"" comnwtce "' "' 642 

Human welrare am:! ne,ghborhood Hurwm welfare and neighborhood 

develo,,rnenl 83.043 85,884 85,081 803 develoiiment 5,485 56,431 05,9J4 M 

Commun,ty health Community health. 86.441 89.592 89.592 

Culture ar>d ,ecroation Culture and mc,ea!ion '" '° " General aJ..,-,inislrnfo1 ,md JiMnciL Gencrnl adminis1r31ion a.~d finarce 1.794 "" General City msponsobilffi"" General City responsib,bties 

Total expen<liluras _i,2..,,1~ 39,580 _2,588 63,043 as,e« 85,081 -""' TO!al expen.:mures .... _ 6,469 58,007 ___§I ~ 89.612 1\9,612 

b:cess Jde!,c,ency) of rn,mn,,as Excess (:!oficicncy) of reve;,ues 
over (imoer) expend11ures ~ (4,725)~ "" ,,. f2~.6l??J (27,082) !23,914) ~ over (~nder) expend,tures _Q.562) __ Z,(J,!i 16.536 15,920 -~-- ________Ll@l_ ...-121!!. ~ 

Otha, firumcing sources (uses) Other r.naJ1~-in9 source$ IUS9$) 
rranifer~ kl' 26,082 26,744 26,744 Transfers in " " Transfers out (2.3fl5l (2,565) (2.665) Trnosfers ouL (121) (2,036) !2,0Je) 
Issuance al loan• !ssuence of loans ~-3~9 5,359 
Budge! reserves 3nd desigm,1iarrn Budget "'serws an<J des,gnatoons 
I'"'" r"paym.,n!l! amt other finane,n9 loan repayments and ottier f.nancing 

source~ --- -- --- --- --- 5aurces. 
Tolal ottio, flnam;mg sou,cos !uses) i2,385l {)J\65) ~ -- -1§2! ~6.744 Total o!her fi'landng ~au•ces (uses) ---1!1.!) 1,334 ~ ---
Ne\ c,ang" ir, fund t,;ilanc"~ {ll 5i5) F,390) (1.343) 5,047 (2,576) (33B) 2.830 3,168 Net change in fund balances 1Z,883) 5,950 21.!170 15,920 1 92!) 2,018 " 

Budgetary fund be lance tdefico!). Jut, 1. 6.525 ~ 22.059 __ 2.576 40,0Ge ~ 8udge:a,y fund balanc" (der.c,t). July 1 ~ ~ __ .Zl.,~Je _11,3~ __ ,!.!];!,~ 

Bu(!ge!ary lur,d balance (deticil) Jtme 31) ·-- $14,689 $21),716 -·--~ $ 42.896 $ 3,168 8,Jdge:ary fun(! balance (deficit). June 30 
_, __ 

UL&!! $ 93,868 ~ ·--- $ 1:i,2t<I $ 13,352 L---2!'. 

iConlmU('dJ (ConllnuP<!} 

"' MS 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 
SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Combining Schedule of Revenues, Expenditures 
and Changes in Fund Balances and Changes in Fund Balances~ 

Budget and Actual - Budget Basis (Continued} Budget and Actual· Budget Basis (Continued) 
Year ended June 30, 2006 Year ended Jun~ 30, 2006 

(In Thowsands) (In Thousands) 

Cn,wention F•cilitln Fund Court's Fund Cultura m,d Rec,eatloo Fund ·----E!:'11irnnmenlal Prnlt,dlrm Furn! 
Variance Vananc" Variance Variance 

Original Final Positiv<! Original Final Poslttv, Orl9lnal final f>Millve Original Final Pog;iiy<) 

!!l!!.!I!! - """' ~ 8udqf1 - """' - Budget Budmtl ~ jNegattve\ Budget .!!lll!ll!! """' {Negative} 
Revenue,; 

Revenues: Property tlJ<OS ... • ' • ' ' ' ' $ P-operty ta,~,; 
Bus;ness la•11• 

fl~siness w,es 
Otfler 10~1 taxes 34,/43 34,743 34,743 

Other local laxes 
Licenses, perm~s. and franchises 

Licenses. pe,-m,1s, and hanc.h,ses '" "' m 
Fines, forfollures, and penall"e$. 23 23 " • 1-,r,es forlo~ures, and penanies 
lnlerest and in'lestm"nt income .. ' ' " " rn " Interest and ,nveslme..,t ,noome " " "' S8 ' " Rents and concossmn, 20,13-5 20.134 17,613 (2.521) 

Rtmls and ~.on~es5in<>s "' 158 "' " ln!ergovemmMlla! 
!n!.,..governmental 

" " 
redera1 .. 

reder~ s1~,., 251 '" SS 
Stale "' 517 1.375 1,562 1,562 

Other 
Other "' 4~1 

Ciiarges 10< s"'vicas ... "' "' 3,594 3,101 3,720 3,720 3,83~ '" Cha<Ges fur $ervlces 6,790 6,259 6.502 (267) 
Other rovan!Jtls .•. 

O!her rn>llnues _Ml ---"' ~ ___ ill§) _1§.Q, _____@l} 
T ,::!al revenues . -------""- ~ ~ __ ,_,_, 

T o!al rev,inues ~ ~ .-..-!l.&7.0 ~ ______!,fil_ _2,325_ _fil2.) 
E~ponditunis: 

"' 
.,, Expendlturu; 

Pubk pmleciian ••• 2,072 (53) 
Public prot11e!lon .. 

Puhli~ wnll<s, lr"""l'"rtaUon a,id 
PJbllc wo'lls. transporlat1on and 

oom.,,erctL '·""' 2,3411 1,3411 1,000 
commem, 85 

Humanwclfar11 and neighbomood 
HJman Willk!ro and ne,ghborhood 

Qell<'!lopm.m! f.[kJ 835 '" dev .. lopmenl "' 1,67r 1,677 
Community h11rll!h 

Community health .. 
Cutt um and reereatlon 65.283 65,603 62,120 3,-483 

Culture and r&Cfflatior> 8.003 !A38 I 438 

___!!6 _ _..1l!! General adm,nistration and fmanro 
General City rasp0nsib!lities 

S5,M3 66.524 63,141 ~ 3,077 ~ ___]_,_~~8_ '" Total11xpend1tuce~. ~- __ _I.43a ~ --- ~ _1,,~77 --~ 
E~cess (delldeney) of revenues 

fxr.ess (daticiency) of rnvenuos 
ov,,r !<mder) expendrlwt1s ~ _(11,?52) _(i,g12) ~ _1.000 _ _?.,~ __ 1,,.l!Q _.!:ill. ove< (under) expend~urns ... ~~ - .. !E!'.? __Jfil) ---"" ---'>!.> --~~ _J?:W 

OU,,ir rs,andng sources (u!!es) 
O!hor financmg sowces tuses) 

Tra!'\Sforn in. 10,512 10,019 10,019 
Transfers In '" '" Translafl< DUI (1,500) {1,500) 
Transfefl! out .. (801) j801) (458) (798) (1911) 

!%uance of loans 
Budget rns6f\·e~ and des,g~ations 

Loan repayments and ott,er fo,anci<,g Loan ,epayments and other finMcir,g 
___ill) _____JR) __lg) SOl!fOOS -- . --- --- sources 

Tolal O!he, ~nMdng :.ourws (uses) ... 10,01(1 --- ~~--- lo!al other financmg sourc<'S I uses) __jg) __ill.!! _ (711) _______0_~8) {LW __ {l~SJ 
Net change in tulld t,atancu (1,233) 2.ll30 4,003 1,000 (716) "' 1,158 Net change ,n fund bManei>S (271) m (79) 132?) {150) (3119) \239) 

Budgetary fund balance (deficit), July 1 11 966 11,966 -- --- 3,0(9 ~ Budge1ary la,><:! balance (defio1), ~u!y 1 -----"' ~ -- '!,§05 ----1!1. __lll ---
Budgetary fund balarce (delici1), June 30 -'-- ~ lli.?£! ~ ~ ~ L.1fil ~ Budgelary f~nd balan::e jdefic•II, ;une 30 L-11. ~ $ 4.426 L....fl1Z) L_ill L_!!l ~ 

(C,mliruJt.'d) (Ct)l>ftnuedJ 

"' "' 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Combining Schedule of Revenues, Expenditures 
and Changes in Fund Balances - and Changes in Fund Balances. 

Budget and Actual~ Budget Basis (Continued) Budget and Actual • Budget Basis (Continued) 

Year ended June 30, 2006 Year ended June 30, 2006 

(In Thousands) (In Thousands) 

Gnohne Tax ~U!'ld __ ~I Services Fund Gift fund -----·-~ 
Variarn:e Varian@ Variance Variance 

Original Fh»I PuslUvo Original Fina! PoaltlY• Original Fina! P~ltlVe Orlg!nal Fina! Pos,tive 
f!!!!l.a!I """"" !S!l!!! ~ Budget - ~ !!!!a!!!l!1 Budge! Budget Actual ~ .l!!!m!fil ~! &;\J!~! ~ 

Rev<! .. >UH: Ri'1enu<>s: 

Property illJ<l':S • • ' ' • ' • • P•oporty taxes 

Bu~iness taxes Busjness ta::<11s. 
Ol~,erlocal i:i.e~ 0,her loc.JI ta,es 
L,c,:mses. p!.!fmils. and franchise1 .•. ' 2,168 ~.166 1,?56 {912) Lieer,ses, perm,10, and fraociiises 

r,nes, forfei!l,!fe,;, and penattoes . Fines, lorfeifl.,re,s. af\d pen~ltoe,s 
Interest and in<fflslment 1ricome 255 '" " {Hiii) " " " " !n1e•est and irvestmon1 income " m "' " w " ' >rents aoo conO&IIWns ,ca 1.JM ''° (!i401 R,.mis arw cor,as.~,ons 3,015 3,015 2,604 (411) 
lnlmgo,emmenta! 1mergow.mmet11a1 

Federal F....Je,al 

St,,te 18,819 24.036 23,337 (699) '" '" Sta!e 

Oltle, O:t,,:,, 

Ctiarges tor wrv•ce~ "' <5-0 m (178) 1.595 1.756 1,685 171) Charges fo, ~erv,e-es " (39) ,.m 7,732 6,235 !1A9Ci) 
Other rewnues .. ---' ---' Omer revenues _ ~ ---"' 

Tot;,lreV<!nues. _?;,~ ___i!l!W 3,778 _ .}.130 Total revenues SACO ~ 10,757 10.757 .§.,??~ __ (!,902) 

Expondituros; Expenditures: 

Pub11c proteciio'1. "' "' '" Pubnc protection "' no "" Publ,c works., lr.ms;,ortatkm am1 Public WOll<s, 1ran,po1taton and 

COMm,,rt".e ~7,902 32.208 31,438 no 1,612 686 "' wmmerce '"' '" '" '" Human wettare and ne,ghbomood Human wffllaro aod ne,ght,ortmod 

oe,,mpment. devek>pme,,t "' 2,071 2,071 
Community hm,tth ComMuMy heaffh "' 1,0\18 1,098 
Cutturo and recreat<>n "" '" Culture and recreation m "" "' i0.333 11.soe 9,28!, 2221 
G011<1ra: admims!mtioc. and fi11,mu: 2,641 5,729 5.670 " Ge,.,.,,,.1 adminis1ration aad r,nance 2.100 2,160 
General City rnsponsil:JilitteS __ n_ __ ,_, General Crty respons,bil,~es -~ __ ,_, ---

T olill expenditures 21 902 31,438 ~?.2!. ~ ____Ll!;l1 ___ ,_, Total e)(l)(lnd11uros -~418 ~~ fi.796 --- 10.333 1',668 ~ _ZdZ.1 
E~cess {deft.cillr,cy) of revenues E)(('.e$$ !d&ficiency) of revenues 

ov,,r (under) e,:pendi\Uro$ ~ ~ (7.756) ••• _.@.92) _l.!!W _J2.~~ ~ ...........l1BQ over (unde<)e~pend~ures --- ~.D (1,398) --~ ~ i931) -- {61.Q.) _,,_E!. 
other fimmcmg source$ Juses) otrier financmg soumes (uses) 

Transfers in 7.610 8,/96 8.796 " " Tian&lo<,;in ... 1,562 1.562 ',"68 1.563 
Transfer,; out (t,051) Jt.051) (667) (fl67) (667) T,ansle,so,;t (1,387) (1,36,) !544) (935) {935} 
Issuance of k;,ans Issuance 01 bonds 
8udg11! reserves and des,gnatlons Issuance ot loans. 

Loan mpaym.,nts and other Unandng issuance .. 1 commllfcial paper .. 
oources --- Budget re&erve-s and des,gnations 

lotal otn .. , f,n,mdng sources {uses) -2,!j! -..2,fil ---- ~ ~) --- Loan ropayments and othe, financmg 

Ne1 change in fund balance$ ..• m !13) (~92) {1.496) (3,088) {4,SHI) (1.430) ==· 
Budgetary Jund tmlance (deficit), Jtlly 1 ........ 1lf!!... -2,fil! _ _:t.496_ ........i.!!! _ _$,109 

Tnlal other ~nandr,g sources (uses) ---~ --~ t~~'!J ~ _§1 ---
Bu(!ge1ary fund b,.1lance (de~dl), June JO,_. -·-- ~ ~ L...1m) • ~ Ll!.!!1 L..i.!.:!W 

'le! change "' fund balances (1,776) {1,221) SSS \120) !298) " 3?1 --- Budgetary fund balance (<.lef c•t). Ju,y 1 -2:§1!. ____!fill '" _855 

(ContmUN!J fi,K!gelary fund balan~e (defc,I), Ju~e 30 ~ $ 6,410 ~ 
_, __ 

LjE L-..dll 

{Conlhi,ed} 

"' '" 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Combining Schedule of Revenues, Expenditures 
and Changes In Fund Balances - and Changes in Fund Balances -

Budget and Actual - Budget Basis (Continued) Budget and Actual - Budget Basis (Continued) 

Year &nded June 30, 2006 Yoar ondod June 30, 2006 

(In Thousands) (In Thousands) 

Human Welliiro Fund Oe!n Spate and Park Fund Public Library Fund Public Protection Fund 

Variance V1r!ante Varianc,o Varlanc• 
Orlglnal Fina I P0111tlwi Orlglnal Flmd Positive Orlglnal Final Pos.111,.,:> Orlglnal Final Pos.lUve 

""""' """" !!!lY.!I """'""' ....... """" """1 ll!Wlt!!l """"' """"" """' """""" """"" """" """' ~l 
Revem.,fl: R11venuu_ 

Propertytllxes_. $ $ $ $ $ 25.~03 $ n.403 $ 28.101 ' 2.698 Pmpertytues. $ ?~.403 $ 7~.403 $ ?8,101 $ ?,698 
Business 1aM!s. Ousme,;s:a,es 
C!her loc:.~I ~•es Other local 1.a,es 
UOOllses, pttrml!s, and lraru:tnses ... ''° 2'0 "' • U::<?nses, permits, and frnnc>,ise,;; 1.185 1613 1.5>1? (81) 
F,nes, furfettu,es. end penalli<,s •. Fines, forteuures, and penalties ,0 ,0 1,819 1,819 1,529 (290) 
lnte,e,;t and investm;m! ,m::ome ... soo ,oo "' "' lnleresl aid inves1ment income 5-0 " ''° 200 " 86 '" ''° Re"li and CO"Cf!SSIOIIS ... Renls0ndcon~ss,,:,ns. " " " " lnlergovemmental lnte,gownimental 

FederaL 14,440 \3,489 13,489 Fectera " " J-4,839 26,850 26,850 
State ..... "" '" 157 157 "' " Staio 6.51 "' "' 19) 7,039 1.653 7,653 
011 ... , " " Other 

Charges for serv,ces '"" ''" Charges for serv,ces "' "' "' (44) 41,372 SO.h79 54,10'.! 3.574 
Olh<lff<W ... 1"0l! Othe, rel'<>!lues . ~ _..!.!.!!. __ill) __ ,_, __ ,_, ____J') 

Total revem.100 .. 25,855 25,855 29,013 ~ T01al<ever,~es ~~ 27,0ffO )9,889 ~ 813.1111 8-8 741! 921330 ~ 
EJo:pendllurH: Expenditurts: 

Pubfo proteolo:m Public p•O'S<:t1on_ .. 37.575 46.276 46.163 "' PubOc wc,,1,:s, lransporlabon afld Pub:ic works, transporlaUon and 
commerce ... "' '" ,x,mmer~e " " 54,077 55.727 55.591 135 

HiJrnan walfare and neighborhood Human weltare and ~ci9hborhood 
development 14.8'4 14.623 14.623 development.. 66 " COrrm,uoily health Commun ly health 1,637 3,1!39 3,1!39 

Cullum ar>d recreation 27,746 27,952 25,724 2,228 Cultun, ~nd recreation. 61,€22 59,723 59,404 '" 
, 

General admini,i!rob<m and r.,ance G,;riaral adminislfalkm and finance .. " " Ger1e,a1 Cty responsibilities --- Ceneral C1!)1 resoonsi!l<l•tie~ 

Ta1al expenditme•-·· 27746 T atal expendjtures. 61 622 ~ 59 430 _..l12, .A?~ _ 10_5,9?! 105.!_22 --~ 

Exces$ jdaliciency) ol -evenue\ Excess (deficiency) o! ,avenues 
over (uode•) e,pend1!urn• . __ ,_, _____lMQ) ~ ___ ,_, ~ ~ ),157 ~ over junder) expenditures ..• _ill_,?.ll) {32,689) {29 541) . ~~,148 ~ (1?,223) (13,092) ~1_ 

Other ~Mnc.ng sources (\1$.,..) D!her lirianc•r,g sou,ces lases) 
Trarwfrm,h. '" "' "' "' '" Traoalors "··· 13,791 39,419 33,195 (??4) Ht269 18,35$ 16,355 
Trart,fflrs oul 116) (16) (16) (70) (70) Transhus o~1 ... (1,500) {4.464) 14.464) 
lssuaf\(;$ ct lo0ns Issuance of loans 
Budget resftrveS and deslgr,ations. Budget re1erves and designa1KtnS (110) (110) '" Loan repaymeolll ar,d other finandng Loan repay,Tients ,md olher finanuog 

roumas --- --- sources ~ 
T01al o!her fimmcing sources luSOS) ... - Tc!al other fimmcmg sourcei (uses),. -11filll _Jill) ~ 11,891 11,$91 -------
Net change ,n fund balances ... (240) {159) " {1,347) {1,7$4) 3,622 5,386 Net d,~nge ,n fund balar,ces . (1,046) 6,620 9.654 3,014 {1,917) (5,332) (1.201) 4,'-31 

Budgetary fur,d balam:a (def.al), July 1 ?n _?2~ 1,141 1/Ji07 --1_r~£I Bi,dge!lar;, food balanc,, (d.,ficit), Jul\- 1 ~ _!_t'l_,Q_!_f!. _10.0~ ~ 20,971 -22,fill 
Budgetary food b.afance Mof,c,l), June 30 L-.c L..fil) L__§i !.__fil. -'-- $ 15 843 S 21.229 $ 5,J66 Budge1ary tu~d balance (denc,1), Juno 30 . -·-- !.1!:E!! l1Q,ill, ~ -·-- S 15 639 ~ZQ. ~ 

(Con/,r,ued) (Conf.,HOd) 

,o-0 '" 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Combining Schedule of Revenues, Expenditures 
and Changes in Fund Balances • and Changes in Fund Balances w 

Budget and Actual • Budget Basis (Continued} Budget and Actual w Budget Basis (Continued} 

Year ended June 30, 2006 Year ended June 30, 2006 

(In Thousands) (In Thousands) 

Puhl!" W<lrka, Tr•n•pol'l•lkm ""d San f<am;isco Count,, 

Com~re. Fund Re\11 ~•!'.!)'. Fund ____ "!:rnns~tior, Author~ Fund ---~!nlor Cl!ize.~$" Program fund 

1/arlanca V1r1anc. Varianu Vujarice 

Orlglnal Flnal Posllivv Original Final Positive Original Fl11;1l p..,.n;...., Original Final Po$III~ 

Budget - """ fNes-tlve) ...... ...... """" """""' """"' ~ ~ {Nuqatlvte\ """"' Budge! -~ R<111e-nuH: luvenun: 
Pmp!m)' t,m,s. ' $ ' ' $ ' s • Property Wes .. • ' • $ ' Bu$inesi; tax,:is Bus1ne,s taxes. 

0100:< local taxes • Other IOC11, i,,,es . 70,500 10,bOO n.oo4 1.564 
Licenses, perrmls. and franchises 
Fines, forfeitUffls, and per,alti~s 

" " Interest and investment income '" '" 8,410 7,523 

<>:.-1:: ~"" ==~· ... e "" "' ,- '"" 7.014 (540\ Pents Mt! ""oc..i~sK\ns 

Intergovernmental lntergovammer.ta! 

Federal.. 253 '"' "' (254) t<idetai 5.062 4.124 4,112 (12) 

Stat,i "' "' '" $late 3,546 3,5-15 1.33? {2,163) 1.$45 1.755 2~9 (1,4%) 

O!ller .. 2,260 2.260 Othw 

Charges fur setVke5 6,271 13,176 16,027 '" "' Charges for se,vices 

Othe, m¥en11M ______!ill_ ______!,Q1 -------" - __ j_! ____ IJ) Otflerreve,,u~ _bQQQ 2,000 --------'° 
Total revariues . • 6.702 17037 10,541 ~ ~ ------1:m --------"' Total re\teflues 76,933 /6 932 81,926 _!&.Q!, -2!?.9. __ 4,371 ~ 

~~penditures: E:,p.,ndltures· 

Public protecilon 5-0 50 Publ,c pm1ec1•on 

Putloc worl<s. t;ans!)Ortatiofl and Publ,c wofl<s, 1ransportat,on aoc 

commerce "' 10,869 10,205 '" 20 20 cor1rnerce 18J,b52 181.595 132,79{ 4\U98 

f1uman welfare a~d neighbomood Human weWare and neighborhood 

oo,e,opmMt 6,305 6,785 5,668 "' " " de•elopmenl 6,907 S.986 5.909 !13) 

Cor,,mumt:y Matth Commun,ty haal1h 

Cutturnarn:t recreation " " Cufture and r•creation .. 

Gtmarol adm1ni5!ration and finance " " 10.393 4.872 4.872 Gener;il adminlstratto,, and finance 

G.,,,.,,a1 City responsil)rnties --- ---- --- General Crty respans,o,li!,es 

T o!al ew,ind<lufll$ 8,736 17 823 17042 ---'"-' 
_!Q,393 '·"" --- T Illa! 1,xpenditures .. ~~.S!'., 11l2,S9S .!?f.lE ~ 6,901 S.986 $.M9 ______i!2) 

E~tess (defioency) of mvenucs E'.xcess {deficien:;y) c>f 1"$V(lnues 

<.We< (under) mmoodilu<1!$ ... !W ______@§) ~~!_l .~ _Q,J!W ___?E2_ ~ ~ over {under) e•perldi!ures (100.619) ..tt_f??..~6.3) 1~0/FlJ _ 54.797 --- _J!.QD ____l!B§_) __u,gy 
Ot!K,r firnmciflg sOU1ms (uoos) O\t'er r.~anci<lg sources (u1<11s) 

T rans!ers in Trar>olera in 

Tran.tern out. (7,b23} (2,523) (6,271) (6,271) Trans'en< ow! 

1ssua1u:e of loons Issuance of lc;ans... 

Boogot ,a,...rv&ll and deslgna1oons Rudge! rese....es and designations 

lwn repayment~ at.d olhar fimrncITTg Loan repayments and otherf,nam::1r'9 
w,,rces --- --- --- --- souraes 

Total otherllr1ancir,g sources (uses) .. --- (7.523) ~ --- _1flE!) _@,ill) Total other rinancir,g source!; (uoos). 

Ne! change ;n ~,nd t,alance, '"' (3,309) "' 4,285 (2.829) (J,000) (J.392) ""' N<,t change ln furn! balances 1106.619) (10!5Jxi3) (~0,8!1) MJ97 (107) 11,628) 11.521) 

Bw:1gs,Ury fund balance (dalldl), July 1 . 
__ ,.._ .....!.Q...§11 ......1Q.2JJ • ~ 811 ~ ~ 811dge1a,y lune halane<> (defiol), ;uly 1 ~ . 211,21_~ 217,2?§. 1,631 -~ 

Blldge1a<y lund balance (defk:,l), June JO . -·-- !...!...lli. S 11.495 ~ 
, __ . 
~ L12£1. ~ Budgetary fund balan~ (defodt). Juno 30 . ·--- 1.!.l!&£ $166,404 ~ 

_, __ _, __ , 
~ 

(Contmurnf) /Contm,ieo) 

152 153 



CITY ANO COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Combining Schedule of Revenues, Expenditures Schedule of Expenditures by Department 

and Changes in Fund Balances - Budget and Actual - Budget Basis 

Budget and Actual • Budget Basis (Continued) Year ended June 30, 2006 

Year ended June 30, 2006 {In Thousands) 
Variance 

(In Thousands) Original Final Po~ilive - Budget Actual /N1>gatlvej 

War Memorial Fund TOTAL BUILDING INSPECTION ruND 
V.ulam:& - -variance" Publ!e Works, Trantportatlon and Commer,:e 

Ori9iMI Final Posm~ Origln.11 Fina! Posit'"' 6ulld1ng lnspecUon .. ' '.'11,603 $ __ 4_2,_!_68_ L_ 19,t>BO _$ _2.588 
Budge! Budq.t Act\J.11 (Mepatln) ~ """" Actual jNeqit\l'Ye\ Total Bulldlng ln!pecikm Fu~d ~ ~ ~ ~ 

Rev1tfl"8S: CHILDRFN ANO FAMILIES FUND 
Propiwty laxes ' ' ' ' $ 81,182 S 111.4112 $ 89,866 $ 6,384 Hum.on w.,11,,. •• .,d Nei9hb0<hood Developm,nt 
Business ta~es '"' ;so "' "'" Child Support Sa<v,cos 14.$;,J 14,96~ 14.~~ "" Other local ta•es '·""' 8,356 '·"' 113,599 111.599 115,153 1,:,54 Children :lrld f::,mil,es Comm,ss,on ... 11.5111 13,406 13,400 
Lican~es. penmts, and lram;h,seL 1,n1 1l220 6.736 (1,434) Mayor's Otfice • --~·672 ~ ~ -------"'" Fmes. forfeitures. and p,:,nalties ... ' ' 3,603 4.b53 4,252 (301) 
ln!erest a!ld lnvestrnenl in(Xlme .. 2,932 9.359 19,500 10,237 

Total CMdren and Fomllie$ fw,d ... ~ ~ ___!§fil -Rents and «1%essit1ns 1,356 1Ji32 1.834 '" 32,95(! 33.811 30,090 (3.721) COMMUNITYINEfGHBORHOOO DEVELOPMENT FUNO 

lntergovemment:ll Public Worki, Transpolialion and Commerce 

Fodera! 136.717 157.638 157,147 (491) Business and Econom•c flevelopme<>t n " State .. 61,122 70.022 65.665 !4.357) Public WQrks "' 392 392 
\)!tie, 2.752 2,752 O,,,pl ol 8urk!lng lnspect,oo --"' ---'-" 

Charges for setvloos ... "' '" '" (33) 106,306 125 651 137,309 11.6:,8 _______gl_ __ __J;_~ __ ______§Q 
Other mvenues _:!.,'I.?~ 30.686 ~ 13,265 Human W•Uare aAd Neighborhood DeVl>lopmenl 

T Qlal m.-enues ... 9,963 10278 10,453 ~ 550,898 538.521 ..Ji73,523 35,000 Controller {,49! l.491 

E'.ll'penditure1: Mayo,'$ Office ,,, 44,123 44.123 

1-'ublic proleciJO'l. 40,082 47,637 47,57? "' 
Rem Arbi!ralion Board _i&.!Q. ------1!:!l ---1d1i -----122 

Public works, transporta,tkm and -- 5,465_ 5?,4,31 55.934 "' comrneiw ,oo "'' 310.691 3~9.141 '74,185 54,956 Celture atld Racra.otlon 

Human welfare :md neighborhoix! Recreation and Park Corn·nission __filill, __ __'Q 1!2 
de.-a0pment 118,413 174,375 172,971 1.404 G&ner.ol Administration and finance 

O:,mm1,nity health 90.9~1 94,529 94,529 CilyAt1omey 1,0:W 1.020 
Cullme and recreation 10,5&8 9,9$9 9,886 "' 184,223 183,785 175,409 8,376 Cily Planning .. m '14 
Gene•al admirijs!rati"n and finance 13,034 14.688 14,629 " ~ _Sll,907 ~2 ~ ,,,,m,,at City resp:,r,sibilrt!es ______m_ ~ 

Tr,tale:q:-,enditures .... __ _!0,5&8 _10,419 ""' ~ 779 553 64 855 
Publle Prottctlon 

E~cess (defie-0ney) of revimues Troal Coorls .. --- --· _?Q ,, __ _1.Q 
over junder) expenditures __jfil) _QQ!) __ ,_, _l!!! -~..,..4~6) {205,88~) 1!.Q!!_,Q;!Q) 99 855 Community Health 

Olhnrf1<>ancit'IQ wu1ces (uses) Comm,mity Health Network . .s'llc,4.!1 ~~~~ -- 89,59? --
Transfers in .. 94,828 105,639 105,415 (224) 

Transfers out "' '" {5,671) (25.185) (25,185) 
Total CommunltyHealU, &fr.ices Fund ~ ~.:l __ ..!!_~ 

Issuance of leans .•• 5,359 5.359 
CONVEN flON FACILITIES FUND 

Budget reserves and designa!t00s (110) (111!} ''° Human Welfare and Neighborhood Development 

LMn rapaym11<1ts and otherfinancirtg 
Maym's Office __eQQ ---"' "" $0\Jf(:eS ... ~ ---111) _tl1_) ---

Cult~re and Recreation 

folal other r111ancmg someE<S (uses) --- ~ 115.6011 65,577 ------1l!!) Adn"n,~tra1,ve Serv,<:<ls - o:,.wentiofi Fac;1:1res 65.283 65.569 02,000 3,483 
---·- .. Aris Comrnissio~ " " Ne! change In fund balances .. (595) ''°'' "' "' \127,058) (lt0.1>14) (20,453) 99,741 =-: -~ti_,!!\YJ - 62,1?0 

Butlgela,y fund balanca (duf>citJ, July 1 ~~ _j0,23{), 10230 _1211.07§_ _ 475,73( 
6~,78:1 •• 3.483 

_ 475.737 General City Respon$lblHUe, 
Bud(letary furn! ha lance (def<UI), June 30. -'-- $10028 $10 326 ~ L!JUl ~ ~ $99,741 Controller ---~ -- ___ !_il_5 

T o1al CQPvenlion F ac,!lt!<Js Fund ... ~ ~ ~ • 3,483 

(Conti>1ved) 

1$5 

'" 



CITY ANO COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS 

Schedule of Expenditures by Department 
Budget and Actual· Budget Basis (Cont;nued) 

Year ended June 30, 2006 

COURTS FUND 
Public Prohlctlon 

Public Work&, Trimsporl11Ho1tJ111'1<1 Commenu, 
PtabheWO<I<! 

T;,t~I COl.lrfii FuOO 

CULTURE AND RECREATION fUND 
Public W0111s, Transpotlati<llt and Comml!f"(le 

Mayo,'s Office 

Cultuto nd lleereatlon 
Ar1! Comfft<$9iorL .•.. 
Asian A,\ Mu~eum ... 
Flr>e Arti; Museum5 
Rocraa1Kln a"d Padc Comm!s5km ... 

Total Cunure :md Reaee!ion Fund 

ENVIRONMENTAL PROTECTION FUND 
Human Walla,... end NelghborhOOO Development 

Mayor's Ol'ice ... 
Total Enwonmerrta! l>rolecl:lon Fund. 

GASOLINE TAX ~UNO 
Publll: Worl<s, Transportation •nd Commerce 

Munk:lpal Trimsportstion Age,,q 
Puti110 Utllioes Commlss,on 
Public Works 

Total Gasol:r,e Ta,; Fund, 

GENFRAL SERVICFS FUND 
Public Prohlclion 

Mayo(s Offloo 
TrialCour!s 

Public Works, Tr,o1tsportalhm and Commtf'CI> 
T e,et:tim·nuniaatiom; and lnlorrrni!Kln Serv,ca.s 

Cullure and Recrealloto 
r,ne Ms Museum 

G .. neral Admlnlstrabon and Flnaone11 
Adm1n,stra:iw S,,rv>Ces 
Nm1s,;or/Reoor001 
Board of S.;pervi$Ol'S 

G&neral City Respcmsibil!tles 
COfltrol>er 

Jo!al r.eneral SeNit:es Fund 

(In Thousands) 

'" 

Original 
Budge:t 

__ 1,QQQ_ 
_---1.:QE. 

___ ,_, .. , 
98:.> 

4.281 
-- 1,800 
~ 
~ 

~ 
~ 

__ _M 

"' --· 
__ 1..§.!} 

2,641 

__ ______2&41 

--1.!QL 

Final 
Budget 

" '" --,., 
_,_1,fil 
~ 

'·"' 
"' 3,793 

1667 
7,~3$ 

~ 

-- 1.~rr. 
____ 1.6.!Z. 

" " ~ 
~ 

93 

'"" ~!I! 

___ .... ___ ,_., 
3.617 

" ~ 

~ 

" "' =--~~ 
1,34!!. 

_..1l8! 

',764 

'" 3J93 
1.68? 
l,438 

~ 

" " ---~ 
~ 

03 _____,., 
__ 373 

____!!!. 

6~_!_ 

J.558 
2.037 
__ .?§_ 

~ 

-?.L 
~ 

Variance 
Positive 

(Negative) 

~ 
-··__@ 

"" ,.., 

---

" 
" 

___ ,_, 
(Conrmued) 

CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS 

Schedule of Expenditures by Department 
Budget and Actual - Budget Basis (Continued) 

Year ended June 30, 2006 

(In Thousands) 

Origin.a.I Final 

!ll!dll'!.1 Budget 
GIFT FU"ID 

Public Prolection 
Fore Dep11ttmm11 ~ " Public O.,f.,nder . "" " Sheriff. 
Trial CoL!!!S 

~ 
Public Woru, Transportation and Comm ... .,.. 

PubhcWork• --- ______ill_ 
Huma" W"lf"'" and Neighborhood 0..V<llopment 

Mayor'sOifica " :,.., ....... ;:;.,,.,....,~ -~~- ~ ~~4 

~ 2Jl_?1 

Commu~,tyHealth 
Comm.,n,1y Health Ne!W<>rl<. __ '!7~ 1,096 

Culture an<! Recreation 
r ,ne Arts Museums "' Mayor's Offi~ " Pubhc Libra,y " RecreallOf> arnl Pa~ Comm,s!IK)fl ... ___ ,_o 

--~~ 
Genenil Admi1tistratlon a1td Flnan(e 

Mrn,r,iWatwe $er\1cas 0 

Mayor'sOlfi::e w 
r,wsurer/Ta, Collector ----- ~ 

J'.,_I_~ 

G"nenil City Rtieponslb!lltles 
Controller . ---·-· fotal Gill ~un,;1 ~ ~ 

GOLF FUND 
Public Works, Tran1portatlon and Commeree 

PubhcWotks --- '"" --- ~ 
Cultun, and Recreation 

Recrea1'<"' a1td Parl( Comm1>m,n 

T olal Gott" Fund 

HUMAN WELFARE FUND 
Human Welfare and Neighborhood Developm•rrt 

C<>mmlssmrt oo Status of Women '" Sooal Services ~ 
14.814 

Tol~I hmmn Wel(a,e F'und 14,614 

"' 

Variance 

Po.,ltlve 
Actual (NegatM>j 

" " '" ___ _______?_ 

___ _____!!I 

~ 

___ _!,Qll_i;I_ 

'" 66 

"' -------1B 
------"" 

0 
m 

~:\~ ---
_ ?.159, 

" ~ 

'"" -------1110 

-~~ 2.22~ 

~ _Lill 

no 
14.393 

__ !!,623 

~ 
iC'=l•m,.,rl) 



CITY AND COUNTY OF SAN FRANCISCO CITY AND COUNTY OF SAN FRANCISCO 

SPECIAL REVENUE FUNDS SPECIAL REVENUE FUNDS 

Schedule of Expenditure$ by Department Schedule of Expenditures by Department 
Budget and Actual~ Budget Basis (Continued) Budget and Actual~ Budget Basis (Continued) 

Year ended June 30, 2006 Year ended June 30, 2006 

(In Thousands) (In Thousands) 
Varlanc• Variance 

Original Final Positive Original Final Positive 
Budget ~ Aclual - ""'""' Budgll't As!!!!! (Ne9atil111\ 

OPl::N SPACE AND PAKK FUND PUBLIC WORKS, TRANSPORTATION ANO COMMFRCF F\INfl 

Pub~e Works, T,an1poFUUon and Commerce- Public ProtecUon 

P11bllcWorh __lR __lR Mayor's Office. 50 ___ 5_0 
----- ---

Culture ind Rfl:Niltl<:>n 
Arts Commls$ion " " Public Works. Transportation an<f Commerca 

Racr .. a!ion and Park Gommiss..:m •.. 27.7% 27.911 25.683 Dspartmenl or 8u1ldic1g Inspection 
____ 27.'i~ .n.952 25.724 Municipal T,anspor1at<0n Agency '" '"' rol:.I Ope" Sp.ace and Park Fw1<L ~ .•. 2~ ~ Pub'ic UMies Ct1mn11ss,on m m 

PUBLIC LIBRARY FUND 
Pu!Jli<, Worl<$ ~ --~!IQ 

Public Works, T1ansporta!lon and Comm&Tc• ~ __ ,92.'?§. 

PvblicWmh " " Human Woltar• •nd Neighborhood Development -----~ --- Mayor's Office ~ __ 8c7_8? ____ §/\68 ---"-' Cultura and Recreation 
ART Commission , " " Culture and Racreat!on 

Pt.ibHc Ubrory ~1 - ·59.391 ---,,-, Arts Comm,ssfOn " -- '59723 t.9.404 "' 
Publlc Library --- ' fo!al PubHc I ,bra,y F~nd .. ~ ~ ---'-" -~ ---" 

PUBLIC PROTECTION FUND 
Gel>l!ral Administration and Finance 

Cljl P1ann1ng ___ ,_?:~ 
Public Prowetion 

lolal Put>llc Wotl<s, rransportallon and Commerce Fund ~ '" Oi$trlct Artomcy .. 5,?49 5,Hl2 5,162 ---
fife 0..partm,mt ,., 4,165 4,165 REAL PROPERTY FUND 

Meyor'sOffioo 2,537 2,795 2,795 Publ!c Works, Transportation Ind Commerce 

Police C::1fTimissbn :?fi.143 28.436 28,322 114 Publlc Works ... _2_Q_ " 
Pub~c D~fenclef rn, "' '" Human W•lllire and Neighborhood Development 

S~erifL 2.412 4,916 4,916 Ron! Ath,lfaloon Bna,d ·-- ---'-' ___ ,_, 
Trial Courts '" 500 500 Gtneral Administration and Flnanc,, 

37,576 
---~ Adminislra!ive Services .. ~ ~ _4.an 

_±§.ill ~ 
___ ,._,, 

Poblle Works, Transportaloen and Comm,:m:e Total Real Property Fund ~ ~ ~ 
F-mergency Communicat!Ons Depanmen1 54,0(( 55,421 55,286 "' SAN FRI\NCISCO COUNTY TRANSPORT/\TlON 

PM " " AUTHORITY FUND 

PubHcWo•h "' "' Public Works, Tranaportation and Comme.-.::. 
T elecorrm1m,c:11oons and lnformaUor, S!!r'liws . ---" ___ ,_, Board tit Supel'\!1sor,; 183,bY __ !!R,595 _ _'.13_~-~1. ~ 

---- --~·077 _,_§~726 2?.t.~ __ .____:!~ Total SF Counljl Transpor1a6i;,n Aulhor~y Fund ·-~ -·--~ --1E12I ~ 
Hu,rnm Welfare and Neighborhood 0..wlopmenl SENIOf-1. CITIZENS' PROGRAM FUND 

C<:;11111,;s~1on on Slatus of Women --- ---"- ---"'- --- HUman WeJt.reand Neighborhood Onelopmer,I 
Commuelty Health Social Ser,mes Uepartmen! .. .2,!l9'. 5.~ -----"" 

Community He&l!h 1,637_ ~ ~ --- Total SenlOl Citizens' Program Fu rid ~ ~ __ill) 
Cultum and Rtcreation WAR MEMORIAL FUND 

Recreation and Pam. --- ---- ~ 5 Public Worlls, T,an5pOrtaliort arid Commeru 
Gel'Hlnll Administration aed Finance Publ,c Works '" "" Adn~tntrnthe Servi06S .. "!i!. ---- 5§ Cu!tu,e and Reereation 

Total Pub!or. Pm1edion Fund ~ ~ 10,ra ___ 2.:1~ Wnr Memonal 10,~ 

(Ccr!f,n1.1W'I Tolal War Memonal f-und )0.558 

Tolal Special Revenue ~u~ds With L~l!y Adopted 
Budgfl!S ~ ~ $ 779,553 ~ 

"' 1!>9 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet 
Nonmajor Governmental Funds ~ Debt Service 

June 30, 2006 

(In Thousands) 

General Certificates Olher 
Obllgatn:,n of ., .... 
--~ P&rtlel2auon Funds 

ASSETS 
Deposits and inve~tme111s wm, City freasmy ' 56,412 ' ' " Deposits !Ind ,nvestmenls outside City Treasury , 'l.375 
Receivables· 

Propert~ !a,ms and penalliea ... 5.008 
lntere\! :;ir,(I other ~ 

___ ,_, 
Total ~s:mts ... $ 62.229 LJ!M7. ; ____ ~.!. 

LIABILITIES AND FUND BALANCES 
Uat>ilit,es· 

Accounts ~yat:,1., ' ' ' ' Defe<red ta~. grant and subv1mt,on relt<'!nues 4,632 
Deferred r::edils a'l<l other llahili!Nffi ~ --- ---

T Olli!l llablf•tie~ __ 15._30) ---
Fund balances: 

Reserved for detn servlee ..... ~ 
___ ,_, 

Total fund balance$ .. ~ " ~o!al l!abl!,t1es an,:, lund balances ~ L____1! 

,oo 

_.!5!.!!! 

s 56.453 
9,325 

5,068 
__ _11! 

~~-

' ' 4.632 

~ 
~ 

~ 
~ 
~ 

CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds~ Debt Service 

Year ended June 30, 2006 

(In Thousands} 

Gener .. 1 Certilic .. tas Olher 
Obllgatl,,., " Bond 

Bnr,~-- ~a!i_!_<;i_ea!IE.n. Fund!la 
"levenues: 

Property taxes ' 134.981 ' ' lntorest and ;nvestme:,l ,nceme 3,501 ,so 
Rents and concess;ons "'" ln\ergover,,men!al: 

State ______.ill ----
Total ,evenues _1~-~·.'.!21 _.1.:.1E ----

Expendi!Ures· 
Current· 
Deb\ sen,sce 

Pnnc,pal •et•rtif'len! 73,270 7,160 6,530 
lr:e,es\ and fiscal charges .•. 60.273 ~ ~ 

Tol,a, e,peml!tu,es ... - 13).5•13 w,_4:~_1 ---~()_94 
Excess (deficiency) cl revenues 

o,er (unde,) expen:mures. 5,760 \!!<,-!§!l) ~ 
Olner 1inancmg sources (uses) 

Tran$fern ,n 7.464 16,276 6,094 
Transfers oul ~ 

Tolal other financing sourcas, net -- 7,640 
Nel change ,n hnd ba1arices (454) 

Fund balances at bag,nr,,ng of yea, ~.i ~ __ ____1f!2_ 
Fund bal~nces at end of y,,a, $ 46,92& L-~"~2 , ___ ,_, 

'" 

~ 

' 134.981 
3,881 

"' ___ ,_,_, 
140.485 

86,96C 

~ 
162,(!~ll 

{21.603) 

33.834 

~ 
__ 3~1_1 

11,708 

~ 
~ 



CITY AND COUNTY OF SAN FRANCISCO 

DEBT SERVICE FUNDS 

Combining Schedule of Revenues, Expenditures 
and Changes In Fund Balances -
Budget and Actual - Budget Basis 

Revenues: 
Pr,:,peffy taxes 
ln1er'1sl and ;nw,s!mem income 

Stile 

Total«>veru;"$ 

E"pendlturn: 
De!>! servke 

Principal retiremer,L 
lnte.es1 and fiscal ct1m9es 

Tu!ale,rpandijures,.. 

Exooss {defiooncy) of revenues 
nv,:,, {under) @,:pandrtmes 

Ot11erllnancin9 sources (uses) 
TransfeM io 

Total other lirianc.ng lOurces (u~esJ 

N<l1 change in !und ballm""s 
Sudge!ar,. hm<:! balance, July 1 
Dudgetary fund bala1>r,e, June 30 

Year ended June 30, 2006 

(In Thousands) 

GeneralObll.I!_aUD118ond Fund 

Original -136,216 

lfil 
136.966 

136.966 

-----
138,961:i 

162 

' 

F!md 

""""' 
'36.2Hi 

73.270 
__ ,_1 .. l~Q 

144,430 

__Q,§!) 

~ 
$ 33 386 

"""1 

$ 134,981 
1,719 

______Bl 

~ 

73270 

~ 
_ 1?5,485 

~ 

19,560 
_ll:1fil!. 
$ 52 946 

Variam:• 
Po•itlv• 

tliW.tJxt1 

(1,235) 
1,779 

" "' 

__ ,_9,560 

-----
19,560 

'Iliis page fias Geen intentionaffy kft 6/an~, 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet 
Nonmajor Governmental Funds • Capital Projects 

June 30, 2006 

(In Thousands) 

Fire 
City Earthquake Protection Moscone 

Facflltles S.fety Sy,tems Convenllon 

!!!i~nwmt Improvement _!!!!~ .........£!!!!! 
ASSETS 
Oeposils and .. westm!'nls w;!h c;cy Treasu1y .. 
C,.,p,.,,,;1.:, .,,,,J '"v"~'"""t', V<Jb,<.le City T,.,,.sur~ •. 
Recel~ables: 

Federal and sbte grants and subventions .. 
Charges fo,- ser,ices .. 
Interns! and ulher. 

Due from olher funds .. 
Due Imm compo,aenl uriiL 
Deferred charges and other assets ..• 

fot::if assets . 

UABIUTIES AND FUND BALANCES 
L•ablliiiU: 

Accounts paY3ble 
Accrued payroll. 
Deferred W. grant and sut>veflboo revenues ..•• 
Due to other funds 
Deferred ;:re,;Hls ar.d olher liabilities ... 

Total liabilities.,. 

Fund b"lanres 
Reserved for assets not available for 

approprlalloo . 
Reserved fO! encumtrram:es 
Reserved fO! apµropnation carryforward ... -
u~r"!Se<ved 

Total IU11d bala~ces 
lotal hab,liUes and fu11d balances. 

383.589 
3,&92 

1,758 

s--3a9 339 

2f,510 ,,. 
3 ___ ,_,.._ 
~ 

2911,075 
47,698 
15.765 

361.538 
$- J-IJRJ39 

"64 

$ 3,605 ' 11.604 ' 7,$43 

" 
25 82 " 

" ~ ~ $ 7 647 

$ " • '"' 29 ' 
12.496 ___ ,_, ___ ,_,_, -------1ll.. ~ 

" '" '" 93 
1.109 '"'' ~ "-- -~4.894) 

11,414 ~ 
S 11.686 ~ 

(Continued) 

CITY AND COUNTY OF SAN FRANCISCO 

Combining Balance Sheet 
Nonmajor Governmental Funds~ Capital Projects (Continued) 

June 30, 2006 

(In Thousands) 

Public Recreation 
Llb.-;11r1 and F'ark Stn1«1 

Improvement _ P,:_~ !mp,~"!!.!!!!!! _12!!! 
ASSETS 
Deposits and inveslmen\S "'i!'l C.ly Trear.11ry,. ' 46,501 ' 53.912 ' ' 515,854 

Oeposi!~ and inves1ments ools,d;, c,1y Tral!su,y .. 3.992 
Receivables: 

Feder;,! aml stale gran!s ~ncl sutwentions-. 6, 119 9,C40 15,815 

C'larges for services " " Interest a-id Olher 2M "' 7,37fi 

D\Je fror,, other funds 3.427 3,427 
Pue f,or,, comp"nent ,mil "' 958 

OeferrM c~ar9es ard olhec "ssets __ __i!Q 

-,-,--,:.-,; ~,~e:, s -~j,.::_1_ ~ 

I !ABILITIES AND FUND BALANCES 
UabihtiC5 

AccO\Jnls payable • 1 341 ' fl,7C6 ' 3,961 ' 39.910 

Accrued payr~I " m "' 1A49 
Defer,ed ta~. grant and subvent,cn revenues 4,645 " 4J21 
Dwe !o o1her funds . 5,463 17,962 

Deferred cred;!, and othw IFahm!ies .. 
-- ' ~ ___ _!,}3_8 

Total l,ab,hlies __ ,~ __ ,_,_,9!3 11,~2.! 

Fund ba ,mces 
Roscrved for ossets not ava;iaLle for 

apprOpndl<on "' "" Rese,v,0 for encurnb<ances ... ',,.. 30,832 7,905 345042 
Res.,rved for approprcation ca,ryfo,ward .. 37,516 28.903 118.070 
Un1'?served ~ ~) ~ 

Total fund balanclc:'a ~ 58.777 ~ 
Total 1,abil,ties and fund balances ~ ~ L_ • .1,~ 

"' 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds~ Capital Projects 

Year ended June 30, 2006 

{In Thousands} 

Fl~ 
Pmtaction c,~ 

Fadllt!H 
lmprn•.,i,. 

m.!nl 

Earthql'ake 

""" Improve· 
Systems Moscone 
Improve- Convention 

m"nl _'!'_!>.!!!__ Center 
Rtvem,101;: 

Ucem;es perm,ts and franchises 
lnle•ast and investment inC()r',e .. 15,599 ''° "' <CO 
Re11IB and aonmssions .. 
lnte·go~emmen!al 

FedB<iJII '"' State ... 
Other ...... 

Ch.arges for services '" Other .. 

Tctal re\fflnues. ~ _---211 -- ____!__()§_ 
£xpendlturas: 

DebtseMce: 
lntefes! and fiscal charges. 
Sood rssuance oosls ... '·"" Capital ou!lay ..... 63.160 ___ ,_,_, 3.3Jq ____ lOQ. 

Total expendih;,es --~~ _____J§e -- 3,330 ___ ,_o_o 
Excess (deficiency) of revenues 

over (under) mqxmdltures .... ~ - ~ ~ Other fimmcing sources (uses): 
Tr,msfe,s in 7,292 
Transfers ouL '" . (55,106) (1,900) 
lsswmca ofb«lds and loans 

Faca value of borids issue•L. 185,120 
Premium oo Issuance of bonds ..... ~ 

Total other 1inanlir19 sou1e11s. m•L 145.65.1 ~ 
Net """"90 m fund Oalances 00,661 (1,057) {2,tl11) J<J6 

Fund balam:es al beginning ol year ... , 264.!377 4,625 14,225 ~ 
Fund bal1inces Jl end r,f y,,ar 'f '361,538 $ 3,568 $ 11.414 ~ 

(Co'!tinued} 

. ., 

CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenditures, and 
Changes in Fund Balances 

Nonmajor Governmental Funds ~ Capital Projects (Continued) 

Year ended June 30, 2006 

(In Thousands) 

Public Recreation 
Ubrary and Part,; Slrael 

fpJ?~!!lf'.f!!: Projects lmprovemenl ______B!__~--
Rtvenvu: 

Licen,;es, pe,mrts and franchises • ' ' " $ " Interest and i'weslmert ,ncome 1.906 2,516 20, 21.301 
Rents and mn<:e$5ions " "' ow 
lntergovemmen!al· 

Federal 9,725 10,584 
Sta:e. !3,216 1,098 9,316 
O!OOr 20,748 20,748 

Charges for services 17 270 
Otter ~ ~ ~ 

Tola! revenues __ 1.961 10,m 34,266 64,790 

E~?$tldlturts: 
Debt service: 

lnte·est and f,sca, charges " '" 8'6 
8<:>nd ;ssuance c0$ts '" 1,933 

Capital c,uttay ~ "'"' ~ 153,493 
Total e~pend;tures . __ 1q,9g_!:!_ - .:?9----'----8§§: - - --~!_,_9.§r 156.272 
Ex,;,,s,~ (defcdency)cf revenues 

Oller {under) experd:!ures ~ !19,079) ~ ~ 
O\har fi,i.anong sources (uses) 

Transfers in 2,244 11,976 21.512 
Transfers out. (1.691) (58,697) 
!ssual'.ce of bonds and loans 

Face value of bO!'IIJS issued,,. 34.000 219,120 

Premium on Issuance of bonds ~ ----1.Q.lli_ 
Tota! other financing soucces. net 34,195 ~ ---11:Wl. 192, 1613 
Net change in fund ba!a~ces 26,141' (16,835] (1,725) 1C0,686 

F~nd balances at beginn;ng of year ~ -1],062 ~ 377,082 
Fund balances at end of year. S 45,430 ~ $ 2,44() $ 4!7,768 
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CITY AND COUNTY OF SAN FRANCISCO 

INTERNAL SERVICE FUNDS 

Internal Service Funds are used to account for the finarc1ng of goods and services provided by one 
department or a:gency lo other departments or agencies on a cost reimbursement bass 

Central $hops Fund -- Accounts for Cemra1 Snops equipment (primarily vehicle) mcm1lem:111l,tl serv1U:l 
charges and the related bilhngs !o various departments 

Finance Corporation -- Accounts tor the lease financing services provided by the Finance Corpora!lon lo 
City departments. On July 1, 2001 the Cl!y established !he Hnanco Corporation Internal ~erv1ce funo 
because its sole purpose is lo provide lease financing to the City. Previously, !he activities of the Finance 
Corporation were reported wi!hi11 1,ovemmenlal flmds. 

Reproduction Fund •• Accounts for printing. design and cna1I services required by various City 
departments and agencies. 

Telecommunications and Information Fund ·- Accounts for centralized telecommunications activities in 
the City"s Wide Area Network, radio communicaron and telephone systems. In addition, it accounts for 
application support provided to many department-specific and citywide systems, management of the City's 
Web site. operations of 1he City's mainframe computers and lechno1ogy training provided IO crty personne'. It 
also accounts for the related billings to various departments for specific services perlormed and operating 
support from the General Fund 

169 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Net Assets 
Internal Service Funds 

June 30, 2006 

(In Thousands) 

Central 
Shops Finance 

Telecom· 
munleatlons 

Rtproductlon & lnform.alion 

~~ ~~~ 
A.5'Stt$ 
Curroot ,m~· 

Deposrts and invc~tments wilt, City Treasury • 85' $ '17 ' ''° ' 5.832 $ 7.943 
n.,pos,ts and ;~vestments outside C.ty 1 rnasury ., 25,133 25.133 

Recelvat>les· 
Crn!rges for SafVic:es . 78 " Interest and olhar 60 715 835 

Due from olher fund~ ... "' 
266 l'l 

Capttal leases receivable ...... 21,855 21,8$5 

Deterred charges and other essals .. 

Total ci,.,rrern assets __ 41.$91 ~ 

Ncmcurrenl assets: 
Caprtal leases ,e,,;:eivable ..... 210,947 ?10,947 

Caplt~ assets 
Faci4tt"'5 and eqwpmerit. net of deprec,ahon 1,949 "' 2.3'7 4,475 

[fflfene<J d'laryes end <>U1er assets •. ___ ?,S4g ___ z ~ 
Total noncun~,I assets ....... 1.949 213496 2.379_ 217.973 

Total ass!!ts $ 2,881 ~ $ 9.135 S 274.234 

Llabll!lll!S 
Current hat,,l lies 

Accoun~, pa;r,1ble . $ 1,225 $ $ '" • 4,433 $ 5,904 

Aecruad payroll. . '" " 1,161 1,603 

Accrued vacaliO!l ar>d sick lea11e pay .. , '" i.436 1,869 

Accrued wor¥er~' compensation ... 216 2'6 
Bonds, loa!1s, caprtal leases, and other p;:iyables .. ,.. 20,S5D m 20,672 

Accrued interest p.wable 1,305 1,305 

Due to other funds .. '" " 
268 (ll 

Deferred credHs and o1her liabili!ies_ --"' ~ 29,675 

Total eutrent liabilihes -~ _.!U!QI ~ 

Noocumanl liabi1~ies 
Accmed ,acat1011 er>d sick leave pay .... "' 1,6!1 2,061 
A<,crui,d wor¥ern' compensation,.._ "" 889 
Aomls, loans, capital leases. and oU>et ~)'<lbles .•.. 210,947 --- _ __ ,_, 211,0(]Jl 

T oWI 11onc1.1r~nl liabiln1es 210,947 -~ 213.956 

Total l!atii,,!ies 261.089 ~ 11,.4?~ -2£2.,.!7.P. 

Net Assets 
h,ested in capi!al a,~els, net of related debt. ... 1.949 149 2,H14 4,292 

Unrestricted (defic:11) ... ~ "' _ _J_'!.4~?) ~ 
Total net ass.<ets (deficit) ~-__!£ -·---· L--122 !__2,?.~~J ~ 

~ 
(1) lntra-cnt,!y due to and due from ellm•na!ed foe p,e~enlation ,n ttle S!a!ernent of \let Asse!~. Propr,etary Funds on paqc 34 
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CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Revenues, Expenses 
and Changes in Fund Net Assets 

Internal Service Funds 

Year ended June 30, 2006 

(In Thousands) 

C•11tral 
Telecom· 

rnunlcati<:m" 
Flnanca ReproducUon & lnlormallon 

Corporat;on ~ ~ 
Operntirg revenues 

Charges rm seMce,; s 20,495 s ' 6.762 $ 71.686 
Renl and concession,; ... --- " lo!al operating revenues _2!).49§. --- ~ ~ 

Operating e~penses 
Per&011al se,vlces 9,831 1,848 30,969 

Conlractua! s,nvices 1,609 4.013 25.316 
Matenals and supplies 1,028 '''" 9,262 

Deprecial1or, and amortization 365 '" " "' Geooral and admi1,strahve " 33 ''° Services provided by other departments 1,218 "'' 3,206 

Other . ---"-' ~ 
To\111 operahr>g expenses .. __ 29.193 _ _1~ ~ ~ 
Operat>ng mcome (loss) ___ 111.?. ___.ill!)) _,_LW _EI.Q) 

Nonoµeratjog revenues (expenses)· 
ln1e<esl and inves!mont income 7,966 
lnleresl expense. (166) (7,738) (:"13) (203) 

Olher.11et ... ---'-' 
Toi.al nonoperat1ng revenues (expenses). -- ,g;?_ ____ __QJ) __{jlID 
Income (loss) OOfore transfers ... (!16) {445) 

Transfer!l In .. _-1Q£ --- ---'-' ---3§ 
Cha!llle in net assets . 536 (53) {242) 

Total ne1 assets (deficit) bag;nning _ (269) _J!il ~ 
Total net assets (deficit) ending .. ~ 

_, ___ 
~ ~ 

"' 

~ 

' 98,943 
_ 8_1_ 

--~·004 

42.648 
30,948 
16,876 

1,185 

'" 4,834 

~ 
~ 
~ 

7.966 
{S,200) 

-----'-' 
~ 

(395) 

'36 

"' ---1L£D 
~ 



CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Cash Flows 
Internal Service Funds 

Year ended June 30, 2006 

{In Thousands) 

Central 
Telecom· 

munic:lll!ons 

Shops Flnanc• Raproduetk>n &Information 

~ Corpot'llllon ~ ~ 
Ca~h now$ ffllm opera!'l'IQ activ'lias: 

Ca,h rec,aiv,,.l from custorner1' $ 20At7 ' rn.910 $ 6,763 ' 72.223 
Cash paid tn empk!yees 'or sewice~--· (9.103) (1,841) (30,724) 
Cash paid to sc,ppHara Im qoods and ;e1Vlces .. ... ~) ~g,J [5~.!%) ~ 

Ne1 ca<>h p,ovided by (Wsed !"I) operahng aclivi!1es .• ~ ~ __w ___;,,,. 
Cash 1rnffs from rmnaapfai financir19 acth,ities: 

j,;msfenin •. ~ ----
Net cash pmvidod l;)y noncapit!II fmanci"!J acii'litie,; ---""' ---

Ca!m flows from cap131 and relat<!d f•nancing aclMti811' 
Snnd :;.,le proweds 19,671 
A.cou r.llion of cao11ar usats. {892) 111) {552) 
Re!,remen1 of capital lease obl-gatlon .. (18,910) (411) 

Bo.sd iswe COS!S p.,KI {3'9) 
:r:te;,.;s( JaKl on !Qrg lllrm dal:>t.. (7,575) 

1',et ca5h used In capital fin a nan; activiUe~ .. ~ ___J!.!) --~ 
C,,sh nows from .,~sting acllv!ties; 

lnt11rest ,nooma n;,ooivad m 
Other investmg aciivi!ies __ill) _QQl) 

Ne! cash pm~ided by (uslN •n) Investing activrties ... __ill) __ @ll 

lnc:rea~ (dl!'Crease) in ,;.;,sh a rod cash eQu;valents ... 9,065 (285) (454) 

Cash and cash eq~b,alenlll - beginning of year .•. ~ 1265 ~ 
Casi, and cash equivale~ts , en<! of year .... $ 2!>.4'.0 

$ "" L-1:E 
Reconcilla1ion of O!JBraling jncome (Joss) to net cash 

p;ovh:led by o_::,er.,lmg act;-.-,ires 
Operntins income Uass) ' '°' ' 1160) $ (53) ' (270) 
Adj~sUT'e,,!s for nor-cash adtvJUes 

D9p,ecia-:ion a~<:I a-nor!iz,:,tio,, ~, '" " 598 
01~er '" Cha~s kl BSS$!s.1iab•litoes 

"'9a,;vables. net. (711} 111,910 (319) 
0..,,, from other funds " Accoun1s payabls "' {283} (564) 

Aecrued payroll " ' '" Ai:;crued vacat.ori and $lck leave V<'Y . - " "' Acc,iied worl<:era' C<Jmpe,.at,or,,,. {46) 
Deferred credits and other lwbilitie-s ~ 

___ , 
--.!!I!... 

T nhll adjus~n1s ~ __ 15.611 _fil.!) __ill 
~el f,3$11 p=lded by {used ,~) opera1ing activ,ties ~ ~ ~ ~ 
Reconciliaticn of ca~~ ard easr, eqrnvalen!s !t> tM 

rombi~ing stallemer:t c,f ~\ assets 
Oepostts a1d invastmen1ll with City Treasury • '" $ • "" I 5,832 
RBS1ricled depoo~s ano invostrr,e11s outside C,ty Treasury ---

Cash a1d cash equivalents at em! of ye~ron 
rombbmg s!a!ement of cash fiows ~ ~ ~ L.2.:ill. 

"' 

~ 

$ 118 . .313 
(42,2611) 

~ 
~ 

_..fil! 
~ 

19,671 
(1.455) 

j19.321J 
(319] 

~) 

~ 

m 
~ __ ,_,_, 

8,1123 
24.2S3 

~ 

$ \1119) 

1.185 

'" 
,a.513 

" (429) 

"" ''" (46) 

~ 
17,004 

$ 16,615 

$ 7.943 

~ 

$ 33,076 

CITY AND COUNTY OF SAN FRANCISCO 

FIDUCIARY FUNDS 

Fiduciary Funds include all Trust and Agency Funds which account for assets held by the City as a 
trustee or as an agent for indp.11di.;als or other governmental units. 

Trust Funds 

Employees' Retirement System -- Accounts for the contributions from employees. City conlribu!ions and 
the earnings and profits from investments of monies Disbursements are made for rolircments. withdrawal, 
disability, and death benefits ot U\e employees as well as adm1nistrat1ve expenses, 

Health Service Sysrem .. Accoun!s for the contribulions from ective and retired employees, and surviving 
spouses, City contr1bu?ions and the earnings and profits from investment of monies. Disbursements are 
made for medical expenses end lo various health plans of the beneficiaries. 

Agency Funds 

Agency Funds are custodial in nature and do not involve measurement of results of operallons. Such 
funds have no equity accounts since all assets ere due to individuals or entities at some future lime. 

Assistance Program F11nd -- Accounts for collections and advances received as an agent under various 
human welfare and community heal!h programs. Monies ace disbursed in accordance with legal 
requirer1ents and program regulations. 

Deposits Fund -- Accounts for all deposits under the control of the City departments. D1spos1tions of the 
deposits are governed by the terms of the statutes and ordmances establishing the deposil requirement 

Payroll Deduction Fund - Accounts for monies held for payroll charges including federal, state and other 
payroll related deductions_ 

State Revenue Collection Fund -- Accounts for various fees, fines and penalties collected by City 
departments for the State of California which are passed through !o the Stale. 

Tax Collection Fund -- Accounts for monies rer..eived for current and delinquent !axes which must be 
held pending authority for dislribut;on. Included are prepaid taxes, disputed taxes, duplicate payment of 
taxes, etc This fund also accounts for monies deposited by third parties pending se!Uement of litiga!ion and 
claims. Upon final settlement, monies are disbursed as dlrected by 1he courts or by parties to the dispute _ 

Transit Fund -- Accounts for the quarter of one percent sales tax collected by the State Board of 
Equa!1zalion and deposited with the County of origin for local transportation support The Metropolitan 
Transportal1on Comm>ssion, !he regional agency responsible for adm1nlstralion of these monies. directs !heir 
use a11d distribution 

Olher Agency Funds ·• Accounts for monies held as agent for a vmiely of purposes. 
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CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Fiduciary Net Assets 

Fiduciary Funds 
Pension and Other Employee Benefit Trust Funds 

ASSETS 
Deposits and ;r,veslmen1s with City Treasury ..... 
Oeposrts and m..es!rnents ou!s;de City TreasLJry 

Cash and depos!!s ... 
Short term t>l!Js and notes 
Debt 9e<:UrltieL 

Equity securiUes .. 

Real esta1e ...• 
Venture capolaL... 

Receivables: 
Employer and employee con!rlbuUoos •. 
Brokers, general partners and cttlers ..... . 

lnlerostand other 
lnveslet:I $ecurities lending collalemL 

TQ\al assets .... 

Lh1biHtles 
Accounts payable". 
E$1irrta1ed claims payable ..• 

June 30, 2006 

(In Thousands) 

OblkJaUons under fixed coupon dollar reverse repun::hase agreement$ 

Payable to brotn,rn 
Sei::ur1!io3 landing oollateral 
Deterred credits and ,:,!r>er liabill!les. 

T ala! !!abilities 

N•I AUeb 

Hekl In trus1 frn pension benefits and other PUfPO!leS ..• 

174 

Peoskln 
Trust 

~ 
Employe,H' 
Rttlrement 

Syslem 

1,979 

22,749 
943,168 

3.009.902 
7,197,575 
1,3ttL852 
1,492,752 

10,408 

133.277 
40,998 

_ -~,040,873 
Hi 870 533 

11,250 

91:1,141 

209,422 
2,040,873 

12,825 
~511 

LJ.~~ 

' 

other 
EmploY" 

B,melll 
Trust Fund 

Health 
Servic• 
~ Total 

68,408 

13,298 

382 

82}IB8 

70,387 

22,749 
94], 168 

3.669,902 
7,19!,5!5 
1.J16.e52 

1.492.752 

23,706 

133,277 
41,380 

~ 
16,952,621 

1,866 13,116 

8,888 8,888 
99,141 

?09.422 
2,040,873 

-----"""''""~ 41,619 
--~""·"=8 __ 2.413,059 

"' 42,540 ~J-

CITY AND COUNTY OF SAN FRANCISCO 

Combining Statement of Changes in Fiduciary Net Assets 

Fiduciary Funds 
Pension and Other Employee Benefit Trust Funds 

Year ended June 30, 2006 

{In Thousands) 

Add,tioos 

Employees' conttibi.lions 
Employer contnt,ut,ons 

Total contributions 
lewestment income· 

lnteaesl 
D,v><Jends 
Net 1ecreasel(decrease) ·n fair valuri of investments .•. 
Sect,nties lend•ng income 
FUled coupon dollar raVf!rse repurdias& a~rne-nent 1ncomo 

Total investment ;ncome .... 
Less nvestment expernies 

Securities lendir,g t;orrower rebates am! e~penses.,, 
F•xed coupon dollar reverse repurchase fr,ance charges mid e,pens!IS ... 

Total additions, net.. 

Deductions: 
Benefit payments 
Refunds of oontnbut·ons ............................ . 

Adm;l'\lstrative e~penses 
Tola! deducilons .... 

Change in net assets 

Net assets at beginrnng of year 
Nel asscis al eni:1 of year. 

1 lb 

Pension 
Trnst 

__ f~ 

Employees' 
Retirement 
$~ 

162,693 
126,533 
289,226 

227,637 
144,493 

1,337,830 
77,358 

~ 
________1J_92,785 

(67,909) 
(5,312) 

(40,785) 
.__1114,006) 

1~ 

586,245 
8.719 

11,222 

-QQ(}J_§Q 
1,361,1!,9 

~35.263 
S 14.497,022 

o""" 
Employee 

Benefit 
Trust Fund 

Hulth 
S&rvic& 

~-
• 70,535 

404.707 
475242 

2,368 

(87) 

___ 2~ 

----
477,523 

481,708 

481,708 
(4,185) 
46.725 

• 42,540 

~ 

' 233.228 

230,005 
144.493 

1.337,743 
n.358 

5,467 
_J_J..95,000 

{61,000) 
(5,312) 

{40/8!>/ 
(114,06€,) 

~468 

1,067,953 
8,719 

-- 11,22:2 
_!_,087Jl94 

1,J57,574 

.!~,.!8_!~!! 
$ 14,539,562 



CITY AND COUNTY OF SAN FRANCISCO 

FIDUCIARY FUNDS 

Combining Statement of Changes in Assets and Liabilities - Agency Funds 

Year ended June 30, 2008 

(In Thousands) 

Balance 
July 1, 

. _2~ Additions -~ 

Balance 
Jun• 30, 

2008 

Assistance Program Fund 

ASSEfS 
Deposits and lf!vestments wilh C,ty Treasury". 
Reeewables: 

ln!erasl ,md o!her .. 

Total assets., .. 

LIABILITIES 
Accounts payable ... 
Ager'K:)I ot:Hgallons. 

Total habililies .. 

Deposits Fund 

ASSETS 
Ocpos ts and investmeots w,th City Treasury ... 
Oepos.ts and investments outside Ci!y Treasury ... 
Rece!Vables· 

tnforesl and othe1-... 
Deferred charges and other assets . 

Tot.JI a$SelS". ' 

LIABILITIES 
Accmints payabfe .. ,.. 
Ayency obligatkins .. 

Total liabilities 

PayToll Deduction Fund 

ASSETS 

$ '·""' • 31.989 

____ _____.:!_ 

~ 

• "'' ' 'bJ/1 

!;i:7)_ 30,562 

~ $ 36,339 

' 29,205 ' 42,444 
87 

" ~ _.1QQQ 
S 54,863 $ 43,574 

$ 996 $ 20.292 
~ 

' 54"" 

Oepo..,;,ts an<! nveslmenls with Clly Treasury.. S 10.248 S 

Receil/ables: 
Fmploye< and employee contribulions... 29.925 ~ 

Total assets $ 40, 173 $ 5,226 

LIABILITIES 
Accounts payable S 33.763 $ 7.051 
Agerx;yohligations... ~ ~ 

• 32,207 ' 1,245 

---"-
$ 32,273 L_1ill. 

' 6.Q05 • " -~ --'-·'-'1 
~ ~ 

' 38.289 ' 33.360 
81 

" 24 
26.658 ---

S 38.308 $ 60,129 

$ 20.527 ' "' ~ ~ 
$ 57,440 S 60,129 

$ 4,232 $ 6,016 

__ is.1s1 

S 4,232 ~ 

40.819 
__ ,_,?:...-4.l _ __11!! 

Total 1,abili!ies ... $ 40.173 ~ ~ L._!!1fil. 

(COnlmv&dJ 

"' 

CITY AND COUNTY OF SAN FRANCISCO 

FIDUCIARY FUNDS 

Combining Statement of Changes in Assets and Liabilities • 
Agency Funds (Continued) 

Year ended June 30, 2006 

State Revenue Collectlon Fund 

ASSETS 
Oepooits and investments with City Treaswy ..... . 
Deposits and ;rwestments outside City Treasury .. . 

T\rl31 ;llSSe1S 

UABIL.ITIES 
Accounls paya~e 
Agfncy obl,gat;ons 

T')t::ll liabihl1es 

Tax Collection Fund 

ASSETS 
Oeposi's and m•estw,mls w,!h C,ty Treasury. 
Rece,vables 

hle,esl and other 

Total a5sets . 

UABILITIES 
A=unts payable 
Agency obl1ga!ions 

Total l1abilrUes 

Transit Fund 

ASSETS 
Deposits and inves1rrents wi!h 0:Y Treasury. 
ReC{livables: 

lfllercst and other 

Total assets .. 

LIABILITIES 
Accounts :xiyable 
Agercy obi igahons 

fotal liabiliw,s 

(In Thousands) 

Balance 
July 1, 
,oos 

"' -
~ 

J1ti 

- -----1§ 
!___§!. 

53,295 

~ 
$ 152,417 

no 
151,647 

L~~4.:1.Z. 

5,551 

___ ,_J 
~ 

'"' _!:.!.2!t 
$ 5,564 

'" 

Addltklf1$ 

$ 

' .'.,\J~l 
_ ?,044 

~- 4,C65 

$1981.631 

108.715 

$2 090,401" 

$ 61,986 
_ 1.447,706 

~ 

' 46,764 

~ 

~ 

• 12,809 
~4,~3 

~ 

~oduct1on& 

5 2,111 

!.......2J1!. 

; ..-,1.166 

~ 
~ 

$1,998,782 

98.452 

~ 

$ 57 ,678 
1.4~8.S40 

~'!.1fil.1.!!. 

' 45.392 

~ 
~ 

$ 12,247 
__ 3],!!2.'i 

$ 46,142 

$ 

Balance 
June 31J, 

2006 

"" __ ____JQ_ 

~ 

' 21J 

' 36.144 

109.~1!_ 

~ 

$ 5,077 
__ 149,~.!~ 
$ 145,590 

' f.U>23 

" $ 6,944 

' 1,328 

--~!§. 
$ 6,944 

(Contmued! 



CITY AND COUNTY OF SAN FRANCISCO 

FIDUCIARY FUNDS 

Combining Statement of Changes In Assets and Llabilltles ~ 
Agency Funds (Continued) 

Year ended June 30, 2006 

Other Agency Funds 

ASSETS 
Oeposils and investments with c,1y Treasury 
Deposits and investments ootslde C!ly TrEN1sury ... 
Rer-.eivebles· 

lnlerest and other .. . 

Total assets .. .. 

LIABILITIES 
Accmm!s payable .•• 
Ag.)ncy obligations .. 

Total liabilities ... 

Total Agency Funds 

ASSETS 
Oeprn;i!s and investments with City Treasury ... 
Deposits and investments oulside City Treasury ... 
Re~e1vable,; 

Deferred charges and other a!isets .. 

Total assots. 

LIABILITIES 
A,.ca.,nts payable. 
Agency otlligatioris 

Total liabilities.,. 

(In Thousands) 

Ba!anee 
July 1, 

---::!O~!'i __ 

10,022 

6,942 
__ ____1,234 

S 10.176 

• 110.466 

29,925 
99,354 
25,658 

$ 265,4~~ 

' 44,518 
220.885 

$ 26s'i,403 

HB 

Addlllons -----

• 110,824 
23 

' 97,512 

19!,0:1~ 
~~. 

S2,2'.5,688 
120 

5,226 
109,258 

----.J..,,QQQ. 
$2.331.292 

$ 207,447 
1,659,171 

$1,866,6111 

Deduct101u 

$ 105,016 

-~ 
$ 105.176 

• 99.216 

~ 
$ 192,656 

$2,226.029 

98.894 

$2.324.923 

• 198.419 
_J.6~_1.8..10 
S 1,660.249 

Balance 
June 30, 

~-

• 15.830 
20 

--- 2~7 

~ 

$ 5,238 

~ 
~ 

$ 100.125 
,20 

35.151 
109,718 

_ ___±6,658 

u.rJ.:lli 

s 53.546 
~ 
S 271,772 

Statistical Section 



CITY AND COUNTY OF SAN FRANCISCO 

Statistical Section 

This section of the City's comprehensive annual financial report presents detailed Information as a conteKI 
for under,;;tBnfling 1M"li:it thA information in the financial statements, note disclosures, and required 
supplernt:mlary information says abou! the City's overall financial health. 

Contents 

Financial Trends 

These schedules contain trend information to help the reader understand how the City's l1nanc1al 
performance and well-being have Changed over lime. (Pages 180-187) 

Revenue Capacity 

These schedules contain information to help the reader assess the City's most significant local 
revenue sources, the property lax. (Pages 188-191) 

Debt Capacity 

These sc'ledu1es present information to help the reader assess !he affordability of the City'a current 
levels of outstanding debt and u,e City's ability to iSsue additional debt in the future. (Pages 192-

197} 

Demographic and Economic Information 

These schedules offer demographic and economic indicators to help the reader understand the 
environment within which the C,ty's financial activities take place. (Pages 198-199) 

Operating lnfonnation 

These schedules contain information about the City's operations and resources to help the reader 
understand how the City's fmancial information relates to the services the City provides and the 
acli'Jilies 1t performs. (Pages 200-202) 

Soun;es: 
ti,,;.,,,,,""""'"'"" ,.;;:,t;;,J, 11',tl r,l;::~;;~0.~. ,~ ~~;::~: ~ch::fa!:~ ?""'J~I fn""'''"I '"fl"rl" f,--,, 
the relevart year. -:-11e City implemented Go'fflmroon!al Acoounling Standads Statement No. 34, Basic Financ,a/ 
S1a/emenfs • end f,1;;,niigement's Di~cusskm and Amtlysis for Stide aod local Governments in 2001: schedules 

prnserting govommenl·wide da!a 1nci11de hlormation oog,nmng in !hat yea,-

179 

CITY AND COUNTY OF SAN FRANCISCO 

NET ASSETS BY COMPONENT 

Last Six Fiscal Years 

(accrual basis of accounting) 

(In Thousands) 

Fiscal Year 

~·" 2002m ~1(') ""' r.n.,..mmenlal activities 
Invested in capital ll$Se!s, net of related debL ' 779.698 ' 687,667 • 93JJ134 $ 1.095,834 

Restrn;ted for 
Cash aod emergencies requ;N!ments by 

Charre,:•i_ .. 97,491 93,293 59,337 5!>,139 

Reserve for r:;11ny d8y 
Debi serv,c.e 10855 12.135 7,795 9.9% 

CJprtal projects 118549 115.052 66,912 48,313 
Gommumty mweoopmen, ,&i.?ii-4 ;:,5,3.:;a ;;;a,::,:;, 1G:i).l7~ 

lranspo'lat;O'"I Au!l1or•ty act,vl1Jes 162.037 147,740 14',,070 115,456 

01he• pu,pr,se,; 153 838 2'.9,351 133,233 1J2,265 
Ur'1!stm:1ed (defic't) ~ (130.525) j2ll5950) ~ 

Tot.>! goverrmenla! actrvities net assets •. ~ ~ $ 1,312822 ~ 

Business.type aetlvlliell 
lnvesle<:I in ,;aprla! assets, n<cl or n)!atcd debt. $ ?.9i0.19f! $ 3,115,392 S 3 273,449 $ 3.416,154 

Restricted tor: 
Debi servi;,e ?7639? 334,747 ?73,?42 242,537 

Capria! p(ojects 189103 141,154 147,69J 128.387 

Othe.- purposes 11?-335 70.118 61.616 61,241 
Unrestricted 578 675 568,S9g ~ 454.6~ 

Tota! b<,islnesHype activities net assets .. ~ ~ ~ ~ 

Primary gowomment 
Invested in captla! assets, net or related deb! "" $ 3.149,896 $ 4,003.()59 $ 4.)57,:?il3 $ 4512.988 

R!lstrocted for: 
Cash and e!'lergencies requ,remen1" by 

Charter 97.491 93.293 59,331 55.139 
Reserve lor r,;,,ny day 
Det:>t se!Vk.e .. 287.247 346.118) 281.037 252.533 
CaP,131 projects. 307.552 256.206 2'.34,605 116JOO 

Community devtilopmenl . 181,264 1%.308 158.591 163,875 

Trwsportat10n /1;,Jl'l!Yily actl,ities 162,037 H2,740 149,0fO 135,466 

Other purposes. 266.113 289,469 194,849 11'..1,SOS 

unrestricted -~-?~3 _ 4311.074 ~ 139,51" _ 

Total primary activities net assets $ !>,bSt..033 ~ ~ ~ 

Noles 

~ £9j)' 

$ 1,1$9,696 $ 1A3H.010 

46,119 111,976 
46,575 53.076 
25,1D1 10589 

::::c,~~• 7~ 2:;)7 
75.282 23.727 

138,224 1J8071 
_QQS§!) _ ·- (72,038) 

~ $ 1,794.618 

S 1,391,450 $ 3.438 397 

202.0:)6 256.055 
161,231 148.957 

66,753 32.3&4 

~ 536.670 
$ 4,267,479 ~ 

$ 4,!,!>i,146 S 4Jl!6.407 

411.139 121.976 
248,581 309,111 
186.132 159,5413 
2011,532 71.707 

15,282 ?3,l2! 
)04,977 1110.425 
245,572 464.632 

$ 5 7fill,561 ~ 

(1) Trerd data i$ only avaaat>lc !0< the last sh( fiscal years due IC the ,m~Pmf'malion al GA SB Statement 34 m 1lscal year 2000·2001. 

(2) Seg..,nm>J fiscal year :>Oll1·?'.l0,' the City established l~e &m Frarasco ~,n2nce Carpc,ralion !ntemal service ~und IO report the 

aclMlies ot lhe r1nance COfP)ral,rn llec.ause its sole purpow is !o provide ~asP. financing to !he City. Previously, the operabons otlhe 

f·~.:,~~'.' te·~·Jt·,:,~ ..,,,, ~~~".'t"'''c11-:,, ;nth,. ,1~01 ,.,..-.1,-,, ,oM r,,r,t:,I pr"J"'d funds 

(3) In r,sc,,1 """' 2002·2003, in acc.o•danoe wHh a Charlar emendme~t. the Crty trar,sforred lls Parking and Traffic Oepartmoot Imm 
govem,nenlal lo bl!Siness ac1i,·i1,es 

(4) The C,ty's Cha-ter was arneN!ed ,n Now.moo, :>003 and rep,aced the 1es,erve fo• ca.st, and eniwgen~res requ;remertts bi Charter with the 

<eserve 'llr ,amy day 

'"' 



CITY AND COUNTY OF SAN FRANCISCO 

CHANGES IN NET ASSETS 

Last Six Fiscal Years 

(accrual basis of accounting) 

(In Thousands) 

f'ls,;~lYcar 

- ~1"'-- 2002
1
" ~P> ~~4. "'"' '"' llxpcitnn• 

Go,ernmer-tai acr,vmes: 
Pvt>lic protection. • 699,172 ' 717,55:2 • 778.710 • 727,SSO ' na,688 ' 7!0h42 
Publ;c WCll<S, tc~nsp,,Mh"" af'G cc,r1mmu: ... 3\)<J,171 317,?78 287,910 169,179 213 335 U2,3Q' 

HV'fl~~ ""'Fare and ne<qt't>orti<)(•J dP,ve'O?men! . 523,827 !;86,1811 626,300 651,250 619.l~J 858,396 
Co,.,,mun ty ~.,~,1~ ·~7.500 493,856 542,.!80 517,00G 5-0J,2$9 4!1).0,M 

cu11ure sod ,ecmat•on nS,721 246,620 242,396 232,187 256,336 244,423 

Grn>eral admi~·stra11on arid fi~Hrce 107,3111 156,770 1$$,144 183,258 19.850 167.400 
Genflral Clly resrxms,t,,1,1;,,s 109,804 55,551 5).026 73,SJO 59.024 49,054 
Unall(>C;ll(!{j lmere~r"" lor,,;H8fm cfebt. ____ n.~ _ 77,335 ------1Z.&ll ~ ~ _94~ 

T olal \jOVemn,entBI ,1C!MMS o,pMseS _2,5104j)1 2,05!.~ _2.794,801 2.640,!81 _l'63~.ll35 2 946 16\l 

e,,s,ness·•w• activ,t,es 
Aitpu1 529,002 599,335 641,0J6 618,301 626.415 s:n.102 
Transpocal,o,-, 466,753 528,725 SW,180 660,650 711.733 695,593 ,~ 47.587 SB,694 61,014 61.185 54.8117 !>6,Jlll 

Water 145,856 165362 186,579 200,211 197.1148 213,SM 
Power 107.000 113154 95,427 121,629 116663 119,146 
Hosp,1a1s .. 513,486 525,045 561,673 $62,156 598.160 646,149 ,,_, 149,667 159,SW 153,845 150,586 160,650 160,701 
Gar:lgBS 34,155 32,214 

Market -~ -- ~9 . 1,00~ 

To1al bu5ioess-lype et\ivibcs expenses ~~5~_1! 2,111J.(lB5 2.J.26J08 _2.,..J.61.699 2,46'!,fil 

T01el p,•marygm,ernmenl expenses $ 45059.!9 $ 4 334.735 S 5,123.509 s so;, eeo ~ 

Pro;nim R,,..,.,..,. 
Gow,rnment..i acbvmes· 

Charges fDI services: 
Publ;c;,ro1ec:!l<Y\ • • 43,051 • 42,254 • 44,'91 ' 40,349 ' 54,805 
Publ;c works, tram;portetio,, ar(l comrneree 9!,432 102,576 6'1.!JS7 113,176 %,081 
Human welfare Hr·d ne,o"t>o·hood develcpmenl , 12,742 2\1,292 26,349 ?3.9.11 71.375 

Cw•miun ly hea'lh .. 2>.l.999 36J76 41.006 38,913 4~.850 
C11ll11reer-d roc.-salion .. $7,191 47,115 44,529 53,369 Hal,614 
Geoornl adrn'nistra~on and finance . 49.977 SlA1'l 16,575 <J,58!> 41,348 
Gafl£!fal C,ly responslblllties .. 54,329 47,050 41,123 5'Hl09 211,956 

Opem1"1g Gran:, and Contrn,u!;ons .. 763,861 781J6/ 609,f/O 823,7$.4 634,607 859,919 
Capital Grants and Corilllbuuor,s _ __?_22§__1_~ 58,394. ---~!!.Jl2~ 39.]09 ~ 2~8.329 

fot~I GO~'flmental ac!i,cties vrog,;,.,; •e,enues. 1.J}:!£Q1 ____!__!_l!'l.OS:~ !,174.579 _t.:.>IJS945 __ 1.241,071 1.50~,ill 

Bu<i1"'SS·~,"" aC1M1•es 
Charges fa, ser.,,,:,es 

Airport 414,AflO 455,176 $00,116 485,132 477,JH 4:,5,342 
!rans;,onat,on 113,196 107.455 155,656 •86,390 187.913 710,692 ,~ 50,345 50,494 54,467 $,702 57.519 58,588 w,,.,,, 14}1,}lj/ 147,216 170,253 168,260 184,$)5 201,83'.l 
Power 101,96; 12t.J77 132,199 124."?4 132.JOJ "40.500 
HOSpH;>S 398,461 412,874 429,128 453,607 493,500 472.327 
Sewer . 141,770 134,595 134,746 137.806 148,888 1G4,70J 

Garages Jl,589 35,646 
M;,rke! 1,?'JB 1.413 1,462 1,503 

Ope,at q; Grents a<>cl C011t<>b11t o0 s 260.52{) 282,059 1&1,251 1t;9J67 11\0,807 188,672 
Car>il,il GwM "h<i Co,,lr,b~tlons __ __2;iss:n; _ 251.747 _ l'OI 151 __ 94,81!!, 93,124. -21!!:.:C,l 

Tntai b,sines:Hype ac!l••l1es progr~m ,.,,,.,,.m,s ... 2,004,161 2 013,038 1 046.659 _1819.359 _.:!.,~.,?~l 2.013.S6J 

Toi~! w•mill)' govemmMl progr"..,, ,.,..,~n,,,.s ~ $ 3 20l',097 $ ) 121.438 $ 3,065,314 S 3 199,432 ~ 

Ne1 (e•penseo)l...,,..nue 
Goverrroonlal ac~v~;es . $(1,379,19$) S(1,<62,5D1) $(1,620,222) $(1,434,136) Sli,391,%4) $(1,438,&~I 'lfiis page fias 6een intentiona«y (eft 6/anfi., 
Bus.ne~s-type :1e!1v,lies ~ (170,04;) ~ _,!502,330) (?1..!,.!12) ..........J211,076i 

To:al primarygovemme,! net ox:ienses .. $(1,370505) $(1.632,BJS) $p 002071) !'1 936 f>66) sp,902.974) $'1,9'11l.13.?) 

(Collri!HJP'.J) 

'82 



Geneul Fu~d 

CITY ANO COUNTY OF SAN FRANCISCO 

FUND BALANCES OF GOVERNMENTAL FUNDS 

Last Ten Fiscal Years 

(modified a:ceruaf basis of aeeauntlng) 

(In Thm.1!Ja11ds) 

FISeal Year 

Raservecl ~;d>a1~, fccc.ii•h and """'"ge~:;y,wu,reme'1t. $ 69.~00 $ 74,23} 07 491 S S0.33? 
Reser,,ed ro, rn,ay oay 
Re•erved fer aMe!s oo! "'"~abJ8 m, ~pprnpnall~n 
Re,.,,,ve~ for <WCY•nbc;inc,,, 
Rese,"<«c to, app,epr<.anon (:afryk-tv<ard 
Reoe,YE<l fc1 &ut,;;equeP:yea» u·J1.19ell 
U~reser,,ed 

All olt!or gov•mrn<tntal fur><!~ 
Res<i...,Pd rn, 3 .. e,. not :wmJa:>!e mf appropna, '"' 
Haso,,,ed r.,, ~e~t .erv,ce 

ResefVM m, "l'"'Ol>"a1'°'1 s:a,,-,,1,...-a,d 
Reserved for sc~~e~ee~1 years' b~dgeu 
un,e,cerw,c ·el}()lle{1 ~ 

Spoc,al rnveoue !Mds 
Cap,lel pm1eC".s Jurd,; 
Permaoeft! 'Jr.<I 
F,dJ""',y'l..-d• 

TOia 0<0~, i;ev••-,,nemal \un1s 

, .. 

4,~99 
45.(66 
3lf77 

60,'1? 
24,i14 

149.;13 
473,(07 

71,\'4~ 
211.:,sa 

__ 3.!:!!! 

L.lliJ:!!L. 

4,W8 5163 
49,7}7 ,i;J,602 
40.2S3 50,264 

• 14,425 • 54,Ub'I 
28.876 34,785 

324,240 33Z,25e 
355.179 l82,711 

"" 
56131 4ll.1W 
1'73C 32.658 

.1.'1.55 
~ 

5,571; 6.06\> 6.406 6.765 
;,..,e(l!! 37.743 52,73$ ~3J95 
74.051 n.aco 81,!18 26,660 ~.- ~J.3Jf 25,F\I 1~.4'4 

___ _1L~ -~?,46_1 -1~-~&I __ ±t?-1~ 
$ 275,Mil ~ ~ ~ 

' 72.433 01,548 41,233 25,900 
:17.6114 ea.Joa .~6 Mil 33/166 

;/<:>7.'66 JJ3.0ae 340,591 27$,556 
3JOM7 4<6.211 n1>.0011 n1s1a 

3.520 0,6'\4 1&,50.: '"" 
4'),700 54,Q18 97,167 67,963 
«,729 11-6211 44,41l7 "40,561 

4,0$4 4.4:-3 ~.Ul 
-~-CB3 

~ $ 1.013,5.10 ~ ~ 

55, '3!1 46 '.39 
?,142 9,1).]1 

42501 5rre2 
35,754 31l,'9b 

6,Jol;! U.3!;1 
63,657 ~ 
~ ~ 

17,443 ' 17,6B3 
18,6(10 4~.f-4() 

1~2784 97.&20 
28 7 690 549 571 

8005 ·-1G.il.a 30.009 
10,041:1 r.rns 
3,326 3,656 

S 507 ,:,,, 

(1) Throt,ij!'f,.,..1vo1, im~ooo. ~ble r,.,.1,uno,,,..,.,,.0.,.,...,a•.,•rtol fkluc ar,- Fuod TyOM °"""' lh&,,,..,,..,..,w,,,o ol OASa Sla\$1"n1"1 J4ln~"""1,,......:zooo.2001. Espoo_,• r,,.s<fu,,.,, ·-••o"""d os 

Spoc·•' R""anuQ """ f'<>""""""l fcM Tvoe, 
{2'. &og,nn,n~ '·""'' - 2001,200;, IM C<lv 1"'1~l..t,e:l 111<> San F-ci,co f-,ane<> C"'l'<'""""" lel<lrnal S,,0,1c• fun4 to =rt.,,. adiffl"'" <ll!M F,n"""" Corp"""'"" boooo11 , .. .oio po...,...>< 10 I'<"""° 16oH r.o,,o<e>n~ 

.,....,c,1 "'"''"''' 11>oooac,ilon•o!r,0F.....,.0&Como"Olllln-• •«"-"'t<>dl<,tm It>< <l<,bl....,,,c, and cao,t>lpO>J&ctfuMs 
Pi ''""""-' 2002~J.,n """""""'·"""'°' >Ct.a""' >"*'d•••m,.-..C,t-, -o<lil$P-""o r,.fficPoo>rlr>oNfromg""""'""'otal to Dul,ot .. a<t•> .. 
1<> 1n.c,.,,cM•w .. •n"'•"dO<J·n ~-, .. ,woo,nd..,.,.-,.,.,.,.,. .• ......,,..1«-aca<t>-on1••"""""""'"0d•o---•-..tt.111<>reln,.oa,,.,...,. 
I~' Tho ch~-., "'"""'"" """ "'""""""" flJ<>d tal><>OO"' ~ .... 1 - :100?,-2<>06" "'"'"'""" '" M•n•ll"f"•OfS D4e<•••""' ""d """""" 

II 

~I 

!j~~,~~!·1 
"'"'"' -- ; . 

afil 111111 

~.~~1~1~1 ·4··1 ~q;lj~~ ~~~ . . . 

~·1~1 iilH . . 

:!1:1 

l!I~ 

~~111 "" . . . 

-
'21.976 

10,7to 
38,'59 

124,009 
27.~51 

_ 1:38,971 

~ 

' 2(!_202 

57,429 
423 jl(J 

Jll4:MD 
fl.CM 

35,2~3 
lJ,662 
2.303 



CITY AND COUNTY OF SAN FRANCISCO 

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS 

Last Ten Fiscal Years 

(modified accrual basis of accounting) 

(In Thousands) 

l'lscalYwr 

,w, "~ ""' :RQQg (i) ~(>) '921 P> -· 1£!!.! ~"' ""' Re"cn ... os· 
Prope-ry ta•e• ' 438,250 47S.912 527,IN 54,.1.210 627.554 6!'7,15{) 666.154 721,437 916,645 S 1,008.151 

BusITTess lases 201.21C 723.647 W,005 W7il16 277,82~ 274,848 276,651 2€4,632 292J63 323,153 
Othe·looalta,es 413.935 445,526 481,362 547,470 581,460 444,500 450,677 509.~ 536,085 ~'-L,cerises. perm·!s a·:i 'rn-.cl',,see 16,165 '8,564 W,665 21,025 n,so3 25,762 21,648 23,7Fll\ 25.942 27,002 
•,nes locfe,Um,s ..-,d pe"aWes 3,%8 6,103 19,SCO 12.1'58 12,773 12,C45 9,000 25,183 12.S:,O 14.449 
,.,tmes, arn1 n,es:'l1e"l •!ICC;>Me 62,775 76.574 56,021 60,5~2 \IM29 65,597 25,570 11.630 25.2".A'I 70.046 
Rent ard co,cess,or~ 60,43\ 65.70' ilt.516 72,948 75,382 63,623 55,369 M,97\l 4\M50 52,426 
loti"'Jovem>remal 

Federt>l 232,\153 24'.Ul60 2e0,695 28$,537 296,756 307.943 32(),254 344,155 l4B,764 350.91.lS 
State 45(),158 4711,001 466 968 $55,750 575,361 ""·"" 690,211 650,%3 522937 565,91>9 o,,,... 

'" '" 2.5<i2 4,605 6.245 33,914 14,623 18,259 25.763 n.soo 
cnarges for ll"IYI~"! 131;,4C5 1(i1,6'.IB 161,$89 18$,733 115,412 225.547 221,883 217,M7 141.750 253 994 
C!i'le' ~ ~ ~ ~ _lW.1!!. 2B.4C5 ~ _fil.11! 57467 --- 61.565 

Total ...,.,,mues 2,041).fll(' 2,pe.321 _1,312.959 2 sa1.1:w 2.e14935 2 IT6 238 2,809 192 1,0SJ,462 3 06?.383 ~.5&1 

Eitl)<>n<hl"1'<1S 
Pdnc ptc:eeuon 52g_33g 611.756 592.833 :i.fl.737 672.119 6\10.~5() 134Jl11 700JS8 731!.49'4 787,396 
Pub ,c ,..-.:;,1ss. tra<isPO<tal.cn nnd ooMrocrm 143.081 134.6)1 169,514 231,gsi 299,949 296,411 267.03~ 165.555 ill5.8W 274.669 
H~man w,,,lta·e :>"le rie,ghoor"oo~ d<>vel:x,me'\l 384,96:> 415.631} .522,487 515.007 557,242 $1J,H3 670 670 662.94$ 644.899 697.102 
Comn111m)' he..lln J90,M9 430,501 455,162 434,386 454,975 484.815 524,771 5·2,914 501,05() 471,741 

Cu Ure and rec,eati<Xl •34377 1e9.743 266,879 204.C,81 233,861 238,326 252.477 271163 239,0n 256,979 

Ge">et&J !ldm,n,straticn arid ~~ance "47.159 149 709 '74.930 174.009 150.482 164.745 '6174<1 153,7[)9 135.t1B 161.195 
General City respcns:b1,1tM 45.'.94 109,753 54.626 53,323 74623 62.799 53,763 

De~IS!>MCO 
P!ir1c,pal ret:n,me~t 4!.10C 67,$3$ 52.115 63.5$6 59,87!1 69,536 100.902 78.$31 60.306 86.970 
Interest ard fiscal cMr{l!!s ~7.,!16 48.017 56,823 60,650 68,367 68,111 s.<2~ 61,886 61,524 75,975 
!lord ,ssJance costs 7,368 2.981 '"" 1.350 4.842 1,9l3 

cavtal outay .. ~ ~ 244 oro ~ HC,472 276,662 ~ 1$5.872 ~ ~ 
T:ita, e.-per.d,t~,e,; . _lf.~....!..!i. ~sw,i :>.$35.413 __1,l,il,i1.434 2,7!14.460 _ ?.SM.415 3.0$2 55;!. 2.651609 2.794 114 302,1,2'.8 

Exoess {deftdency) of n,-,,rc,es o- e,oer,c1,,,_,..,,. ~ ~ \2??,454) 29,1186 ~ ~ 12n:ie11 ~ =.io9 336 366 

(ContmuerJ! 

'" 
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0th .. , fl".nclng $0Ur<:U (u, .. ). 
Transfef ,n 

T,ansfefowt 

l,;suance cf oo....is at>d loa~s 
Face val~e of OOrds ,ssued 
Face value ol 10.,~~ ·~•= 
<>mm,wn oo ,.m,anceol ootlds 

Payment to 1elurn:lect :iorm esomw a.,enr 

Otherfiriancang SOUfOl!S - cap.la! lease:.. 
Total ()!:her •riani:,rigsouroes{u:,es) 

Net chi!lnge rn ti.,nd ba!arres 

De~! servlc<l ""a percemt:>ge o' 
noncapital tupend<!U""' 

Debt SE!l"V•e& as a peeoontao,, o' 
lolal e~pen:lrt~res. 

s~, Ror.,>,..., -Pom,aM,!11 FuMTYl'f'• 

CITY AND COUNTY OF SAN FRANCISCO 

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS (Continued) 

Last Ten Fiscal Years 

(modlfl&d accrual basis of accounting) 

(In Thousands) 

FI-IYNr 

"" "'' "" ill!2:0.''' "'1"' ~'" """ 
211,913 297,031 275,205 340,llSO 261.957 267,107 226,520 

{191.722) !2S<.ne1 (290.639) (42!l,515) (365,HS) (536,600) 1423,936) 

112,100 574,542 200,450 ~ ... 394,1)10 249,995 71,310 
oo, 3.095 "' (2.173) 1236) 

(42,300) {450.941) (2822.9) (136,230) 

__ill._ --- ~ ~ 
69,\IW _..:§.!'.!l41 --1§:!il87 _ ___L_!_!! 2!18.8<19. ~ ____i9l,_~) 

~ $ 123069 $ j65,667) ~ ~ S (24~ 75S) $ (355624) 

"" 5.63% 4.711% 5.26% 5.5M;, 524% 5.ffll% 

""' 5.011% 4.32% 4.87% 5 ,,,. 

"''" 5.41% 

(2, Pr10<10 flscal ,...., l00().2W1, rond ~- d1w,•,m• an<i P"°"""""' '"""' ""'"dwl ie me faQe '"""""'orb"""• sue~ 

- ""'" 
21)4,660 271,553 

(456,es2J (513,423) 

116.645 346,2.25 

2.156 "'° 1.4'1 11,989 

\65,802) l:!<U'13J 

~ -~ 
[1~ _ 82,413 

$ (165 7&4) !...1fil.fil 

5.28% 551% 

4."7% '"' 

13) Be(l,rnu,g !ll031 ye:r 2001'4002. IM Ct!;- •,m,t,1- tto S"" f""""'""" ~"""""' Corpor.ii,oo Into""" S<>rvao& fufld la "'"°" 11',e ace-• of!lle finaocu ~""' b<l<:a>H Q ""'• pufl)rA& ,1 tr, P"O'""" lease 

1~) P""' !<> ftse;.,I yea, zo,,..,._,oo~. >cae,!ecs of !)aw''"""' paymooi. m,,'11 ,.,i,;,u• C.rl<!"'31<1 o/ -"""'°" Spe<:,el Rav,,....., Fulllk ,.h.,h prnv.;e """""' .. """" pay..,..-,a WO<D '""'"""" a1 """"*" e<,or,cUl'wres ,o 
paf«q dopa<lmonW!u<>d• arl<l 0,..,.1 ,ncorie ,n <l!,(ll s,,r,,ce lino< Sell• '""g ~sr.al )<lat ioo,-2005, t'>l,y _.., teCt;tOOd a•"""""™" 

""' 
2.:4,52:J 

lS.">5,155) 

2'9.120 
5,359 

·o.233 

__ .§..!\~? 
_____l!l~ 

$ 247 321! 

5.75% 

5.46% 



Fiscal 

~ 

1097 
1998 
1g99 

2000 
2001 
2002 
2003 ---

~ 
~ 

i 
£ 

No!as: 

CITY AND COUNTY OF SAN FRANCISCO 

DIRECT AND OVERLAPPING PROPERTY TAX RATES 

Last Ten Fiscal Years 

{Rate Per $1,000 of Assessed Value) 

QV!li:!IJ~Ral<Jt 

C!tyand San fr.mclseo San Francisco 
County Direct Dtbt Service Unlfled School Ctlfflrnunity 

Ratel11 Fund m ~ Colleg11 Dlalrld 

Bay Ar.a 
Rapid Tran$lt 

District ~ 

$ 1.00000000 
1 00000000 
1.00000000 
1.00000000 
1.00000000 
1.00000000 

'.00000000 
1.00000000 
1.00000000 
1.00000000 

1 ;m 

1-15 

"' 
'" 
'00 

"' 
000 

S O 15637530 
0.16430174 
0 14493925 
0.12766122 
0.13481356 
0.12359506 
0.11671113 
0.10682335 
0.12838968 
0.12012547 

$ 0.00412470 
0.00369826 
0.00338075 
0.00133878 
000116644 
0.00040494 
0 00028887 
000017665 
0.00393518 
0.01092226 

Property Tax Rates 

0.01167514 
000415227 

1997 1996 1999 2000 ;001 2002 2003 2004 2005 2000 

Fiscel Year 

0.02250000 
0.02200000 
0.01660000 

0 00480000 

$ 1.1830 
11900 
1.1650 
11290 
1.1360 
1,1240 
1.1170 
1 1070 
11440 
11400 

88ay Area Rapid Transl! 
D1s!ricl 

l!lSan F,ancisco 
community conege 
Distr,ct 

•san Francisco Unified 
Sctioot District 

BDeb! ServlCG Fund {2) 

Ell City ard County Direct 
Rate(1) 

(1) Propooit,on 13 allows each county to levy a maximum tax of S1 per $100 of full cash value. full cash value 
is eq1,htalent lo assessed value pursuanl to Statutes of 1918, Senate 81111656. 

(2) On June 6, 1978, Ca!,fomia voters approved a const,tut!Onal an,encment to A.-ticle XIIIA of tM CaMorri;a 
Cons!i\ution, commonly known as Proposition 13, that llmrls the laxir1g power of Ca!iforrna public agencies. 
legislation enacted to Implement Ar1lcle XIIIA (Statutes ol 1978. Chapter 292, as amended) provides !ha! 
m1tw1t)Jsta:id1ng any o!tierlaw, local agencies may nol levy properly taxes except to pay deb! se,vice oo 
indebtedness approved by voters prior to July 1, 1918 or any bonded indebtedness for the acquisition or 
icnprnvernent of real property apprcved on or s11!er JJly I. 1Sl8 by twl>--lllitds of the voting public. 
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CITY AND COUNTY OF SAN FRANCISCO 

PRINCIPAL PROPERTY ASSESSEES 

Current Fiscal Y&ar and Nine Fiscal Years Ago 

(In Thousands! 

Fiscal Yo, 2006 Fl~cal Yei,r 1997 

A$WSS.. Type of Bulll'IHS -

EmMruOOw Centar Venture 
Pac r,c Gas & Flectri<; Compa,,y 
555 Galffzyo,a Straot Part,..,,s 
EOP · OneM-! UC 
Mamotlllot# 
PosHJonlgoma,y Associetes 
Chrna !lasin BaHparl< Company lLC 
Olymp,c View Really l I C 

(Park Merced) 
SllC CaMomla (forma,ly Pacific Sell) 
101 Cal,lor,,,a Ventur" 
LML One Marl<el Lid Part11ersl11p 

V1a<;<Jm Cat,1cv1s,on 
Sa" Fr3ncrsco f~~°" Joint VAnture 
L & 8. 3JJ Bus" Jo.-.t va~wre 
Total 

Off,co. Ccm<Mri':al 
U!ililies 
011,ca. Commen:ial 
Offr-", Comm,,n;ial 

""" Ofiice, Cornme<cilll 
~ lnteroot S!3dl1m 

Apartme,it 
U!lh!ies 
Offie-e, Commerual 
Qff,e-e, Commemlal 
CRtl~ T\I, F'oo"""sory 

ln1Gr%l, P«sonal Property 
Kaid 
Ollie&, Com=rcial 

Soor,:e; A!l~"O'. Cily 3r,d C<,LJnly of Sao F'"""'"°" 

Notos 
(1) Dala for fise31 yea,:>COS-2006 upda1ed ascf ,i,,,,., 5, .!Oef> 

Tuable 
AlttHed 

v.1,.,.. 111 

$ 1.n4.728 
1,094,861 

795,00C 
424,443 

""·"" 369J43 
363,007 

342,426 
331,477 
281,980 

~ 

Pe..,.nta.11" 
olT01,1 

PeK'!nta.o;ie 
arn,u1 

Tnable Ta,i,bl" Ta~able 
Ass1m;•d Aues~d AnesHd 

Rank ~ ~ lhnk ~I~~ 

1.15% $ 494 773 

'" 984202 

"' 562.0\;[} 

"'° "~ 280,027 ,~ 
0'"' 

"" "' 860,711 

'" ""' 234.000 
238,6'9 

231.700 
,686 

~~ 

' ' ' 
0 

'" 

09?% 
>M ·~ ,.~ 

1 61 

"' "' 
"' 0.40 

"·"' 
~ 

{2) Asaeo~ed values lo· f.s,-.1! years 2005-:?006 end 199fH007 am /mM the !6>< ro Is ,of ralcnd.,f y,MfS ?005 aM 19!16. ,e,pe,:Uvefy 
(3) Ra1\ac'$rovisod c,,lcul:ihons clue lo GASS« impll'ln-,cn\at,oo. 
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CITY AND COUNTY OF SAN FRANCISCO 

PROPERTY TAX LEVIES AND COLLECTIONS 11112> 

Total 
Fiscal Adjusted 

~ La~ 

1997 
~99~ 
1999 
2000 

2001 
2002 
2003 
2004 
2005 
2006 

$ 671,657 
11)9,J,,.'>? 

757,899 
799,385 
892,675 

1,010,960 
1,051,921 
1,100,951 
1,208,044 
1,291,491 

------

$1,400,000 

$1,200,000 

$1,000,000 

$800,000 

$600,000 

$400,000 

$200,000 

$-

Last Ten Fiscal Years 

(In Thousands) 

Coli.clod within th• Fiscal Year 

$ 

or \J1Q L.ivy 

Percentage of 
Amount Orlginal Lavy 

658,300 98.01% 
RQ7 7'i!'i (jfi;:\(l 

742,774 98.00 
784,984 98?0 
877,170 98.26 
985,838 97.52 

1,028.649 97.79 
1,079.354 98.04 
1,179,959 97.68 
1,263,396 97.82 

Collections in 
Subsequent 

Yaanli 111 

$ 13,556 
8 917 
8.719 
6_153 
3,526 
7,366 
5,766 
9,092 

18,010 
17.524 

Property Tax Levies and Collections 

$ 

f.;tal Colleetlons to Date 

Amount 

671.856 
706.672 
751,493 
791,137 
880 696 

993,204 

1.034,415 
1,088,446 
1,197,969 

1,280,920 

Pen;entaga of 
Adjusted Levy 

100.03% 
99 55 
99.15 
98.97 
98.66 
98.24 
98.34 
98.86 
99.17 
99.18 

•Total 
Adjusled 

''"' 
EIAmourt 

Collededto 
Date 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2000 

So1.m;:e· Controller, City and Courtly o' S"11 Francisco 

Ncta, 
(1) lntludes San Francisco Unifl,;,d SdlOOI D;str,ct, San Francisco Commurnty Collsge O.strict, Bay Area Rapid 

TraJ'>Sil o,slrict, fuly Area Air Ollallty MMagement District and San Francis<".o Redevelopment Age~cy 

(2) 000-S not mc!ud"' SB-813 supplement.I property taxes. 

(3J C011ect1ons ,n subsequent years reflect assesSl"l"enl appeals redm:tk:m. 
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c ... ., .. , 
Fl,~•! ObH;atio" 

_____!!!!..__ 8onCIJ 

1997 $ 758JM5 • ,~. 807,300 ,- MS= - 911,62~ 

'""' 95.'..535 -, 9'7.?20 

'""' 8$9 AJ5 - =-= =· 1,086,355 

'"' 1,232.206 

CITY AND COUNTY OF SAN FRANCISCO 

RATIOS OF OUTSTANDING DEBT BY TYPE 

last Ten Fiscal Years 

(In Thousands, except per capita amount} 

Go.emmo..UI Aell~ij!u -----
i..on C•rtiOc.a1 .. s.ttJ,m<tffl 

~nue o• Ca,.«"' 01111gabonsa!>d 

~~· Participati~~~-- Lo,.,.. t.u., ou,.,l'f'''"' Sublotal 

77.000 • 39,492 ' 2f/ ' 1.1% ' ' \128,2;,) 

111.9:15 119.4>6 ,rn :J,707 1.01VJ4 
151,&!S 66,617 ·-- ,- 1,,4J,W> 

151.1&5 91,\)21, 1',31.l 2/XJ/ 1.1N.~ 

31lZ40!> 22!\.707 10.aHI 2~2A6li 1J2$,9<18 

2\!J..11'0 ;il'.>!l,300 13,0<l? }N!,541 u,~ 1.TS~.756 
25<\015 195,13~ ~.2111 21U14$ 49,470 1,"79,192 
~4'>.WQ 290,6l5 9,515 1G4.~15 94,2]5 Ull9,Z70 
230,620 :um 7,001 19UJ3 1!!tl,6/U ,,wi5,0l'9 
i31,2£,5 276,100 12,3!1 1%,279 1a;.!,9~0 ;,1;(',,241 

-M-•,.,.--,•, .... •-•,. •'-• l"!>• -· No!H 
o .. n .. ,11 Calllo"''•-

F!5"al Rne"ue Obllgdl<><I ~voMng 

...!!!!...~~ _ Bond• F...,d Loano 
~·~ 

P•.f!.' 

lwn•""<I 
m~, 

P;,!.•bles 

,_, 
Capillll Primary 

le- Subt<ltl! -· • (?>vem,,...,,! • 

Ptorocr,Ug• 
olPets"""! Per 

~"'!!'"'~ Caprtal~ 

m, ·~· 1999 ,-,oo, ,oo, ,oo, ,-,oo, ,-

Noles 

$ ?.a1S,1,;g $ 21.06.S ' 183,921 

3.428 048 13.91$ ,:~.- 11n'.l65 
4,115.131 ~ 4JO 161,130 1%.775 
4.316.4S2 4,400 ·ao.295 211 SS0 

4.501.515 ,- 193 597 172,541 
5.17'.ft;O ,- 119.~91 oo= 
52e-4.S'l-~ = ,asn-e; 
5.167.405 ,oo 150 19fl "= 5.(184.•?6 1;4.733 w= 
5,506,0:lt'l 118,1163 

t ,oClll YHr 2000 Govo,nmon,., °""'"""'ng ~M 
P...-~•"'""" !lt9.ol,d""" --"-,!:'-·· ~-

C<'O,._, 
.;p..,,°"'"'""'' .. 
........ ...,,... 

~: 

n 

~-· ~--· .· '"' 

2,161 

13521 
1un 
10,6:>!! 

1?,7'17 
4,075 

z;.~z 
27.2!l0 
z•.519 
;,•(),Oil 

·= • .l,1:l!!l.~ $ 1 SSl\.373 123:>% 
4,6•0 J.141,ffl:l 4,754,497 "~ 
2,137 4,503.695 5,646,&tl "" ,_ 4.785,313 5.959.MS 1347 

m 5.rnH99 6,913,&<'7 151!1 

1,342 0.454.'W r.2•9.~27 1~?J 
4.210 ~.4"4?!)!' 7,<6.~.•5'1 167. 

•.w1 5.375.172 l.0"4.442 "00 
4."'~ 5.1"1139? ]..1?4,11• 14 51 

·= 5.$50.437 7.7l5.~'B 1~5) 

fi•c•I -Uo,2000 a...loNo-Type °"'"'"nd'<111 Dobt 

""='"lf"-k<lowt> 

,....,,,c_ 
.:~::. 

~ @& <# 

(') fhro<4> ~seal yoa, 19q9.1000. bumness 'YI><! •e,oolffl bca<d• """" .__ ne!ol oafta,w am:,untoe g,,..,,,ot &M uoam<>rli:wd [)<)(1<l pn,,.,,um 
.Ii'.'<>~ lhe ,,,.pi.,m,,nla1K>J1 of GASB )4 .- fir.ca' µ;:a, ?OOJ·2001. b""""" tyoo ..,..-.,nue bond• e,ci,xied dalerrnd amour,! on nafufl<lin<; ~M 
,,_,o.-1,,f'UOOfl<lpre01",m 

QJ n ~st.al yM< WC2-200J •• a<x:c,da"tewlh a Chatter amandfl'~<>\ tt,. Cqy tt;>os'aO'<Kl ~s Pani,nr. Jfl<l Tr.,ffie Oe;mvtmen!from9')1'<'mmer,,al 

10 o.,,..r,e,s """'"'es 
Pl •nt1ud"'1 comme<c<al Pl'II"'' """'°..., f,or;ol ya:ars ,'00:)..:?.()(;4 ono:! ~·2005 fur Sa~fra,,c;,sco <"ALL"C/ 1,ampMal<MAulherily 
<4) Sw ~mc91Wh>C ""d Econom'c S:.,Ustic,, pJg;t 196 !~r ~I'"'°"'""""" Pof!<J1"""1c dala. 

'" 

$ 5,779 
6,271 

7,167 
1.$31 
8,766 
9,129 
9.~45 
8.()09 

S.114 
9,736 



Fiscal 
Year 

1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 

~ 

"' "' 

CITY AND COUNTY OF SAN FRANCISCO 

RATIOS OF GENERAL BONDED DEBT OUTSTANDING 

Last Ten Fiscal Years 

(In Thousands, except per capita amount) 

General Less: Amounts 
Obligation Rostrlcted for 
Bonds r1> Debt Service 11l _.l2!!!. 

• 758,985 ' 520 $ 758,465 
807,300 5,151 802,149 
886,260 10,323 875,937 
911,625 6,168 905,457 

953,535 14,809 938,726 

917.220 20,395 896,825 
859,625 13.304 646,321 

844,350 1,533 842,817 

1,086,355 33.774 1,052,581 
1,232,205 46,929 1,185,276 

... 
Capita 111 

S 1,012 
1,058 
1,143 
1.159 
1.193 
1,134 
1,069 
1.064 
1,324 
1.484 

Details regarding t~e City's oots!anding debt can be found in 1he nales to tt,a financ!al statements. 
P0pulahon data e:,in be fot,nd in Demographic and Economic Stabs tics, page 198 
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CITY AND COUNTY OF SAN FRANCISCO 

LEGAL DEBT MARGIN INFORMATION 

Debi limit 

Total net debt .:ipplicable to limit 

Legal debl Margin 

Total net del:11 applicable to the limit 
as a percentage of debt limit 

Debl!imi! 

Total net debt applicable to l!m1t 

Legal deDI margin 

Tolal net debt applicable to the limit 
as a percentage of debt limit 

Last Ten Flscal Years 

(In Thousands) 

1!fil 1998 llil! 

$ 1,721,301 • 1,777,934 $ 1,940,012 

758.985 807,300 886,260 

$ 962.316 $ 970,634 $ 1,053,752 

44.09% 45.41% 45.68% 

2002 - 2004 

$ 2,712,699 S 2,840,970 S 3,000,644 

__ 9!l~gQ_ 859,625 844,350 

$ 1.795,4]:L $ 1,981,345 $ 2,156,294 

33J:\1% 30.26% 28.14% 

Legal Debt Margin Calculation for Fiscal Year 2006 

~ 

$ 2,053,798 

911,625 

$ 1,142,173 

44.39% 

2005 

$ 3,195.776 

1,086,355 

$ ?,109,421 

33.99% 

~ 

' 2.361,554 

953535 

$ 1.408.019 

40.38% 

2008 

$ 3,419.607 

1,/3? ,?05 

$ 2.187,402 

36.03% 

Total assessed value • 118,233,004 

Lesa: non-reimbursable exemptioM (l) 

ft.ssessed value ui 

Debt hm1t (three percent of valuation subject lo taxation ml 
Debt .:ipp!icable to lrmit. 

Less· goneral obligation bonds 
Legal debt margin 

~ 
(1) Assessor. C,ty and County or San Fra1cisco 

Note 
(2) City's Admin;slrntive COde Sectmn 2,60 Lrn11talions on Bnnded lndcMedness 

"There shall be a hrrnt on outstand;ng gerieral ;:,bllgalirJ'l bond indebtedness of throe percent of '.he assessed value ot all 
taxable real and personal property, located wilhm the C:ly anc coom,i: 
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3,419,607 

1,d.3_£,_205 
2,187,402 
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CITY ANO COUNTY OF SAN FRANCISCO 

PLEDGED-REVENUE COVERAGE (Continued) 

Last Ten Flscal Years 

(In Thousands) 

---- -·----- S." r~netl~O W~s-Nlr Enterp<JH "~ ,. o,u, 
Fiscal Gro•, Oj,eoai"' Avai!oblt 

_!'!!'!.'._ RnffllltS tt~ E~!!!!!•M"~ RI.,.,,"!_ _!!!.!!L_ co ... ug• 
1"11 l 140.~ • S2,908 ' 17,631 $ :ll\,905 '~= ' 92,U~ ·~ ·~· 140.eoo 71,943 6,1:1,055 32,0;r! lS,162 61,Ul9 '"' ·- 142,1174 71.1185 <a.sag ~"' :lUG5 611,&.e9 l,03 

rooo HM95 rr.rn, 611,3~1 31,M.'i U,395 64,;\CQ ,.oo 

=· !41.770 79,902 6U83 35.270 31,1()\) 83.:!JP ""' -, 134,595 II0,642 •3,95J 00.- ~- oo.ern "" ma 13-1,745 00.- 43,931 ll9&T1 15.1!20 35,efil ,,, 
=· 137,600 ~1.a:a -<5.IUM 1~.9211 Z'l.709 38,633 '" ~, 14$,Ull 101400 ~7,3911 15413 21.;31 31.3Ml "' - 16-1.103 1!);)72$ 60.'"71 15,&15 21,<38 31,:153 '" (10) The~'''''"''" eo.on,g,, c;OUJ1at1<1n1....,.,.rt\ed., !hi>_,_ ,ooformtott-, mq,,l,cmcM•ul o,,.se 

Statemerll N~ «and"' ,,.a, d<f\'eto •~"Wcanl/ylte>m ,t,,:,.., r;al!;u1,m,d in ..... oor:Jar,;.,,,.llh,~ bOnd ~om,,e 

(11J Gm<•"""'""" co1>Slstsefchil'!I"" t,,, ,.,.,.,.,., "'""" ""'"""' a,<1 --
(12) 111 »<U>nlar>Cl!WllhGASa Sta1emen!NQ «. W~s1-E"""1>'W>op4tatlrlg$>per!..,. ,elated tall>O i:,edQ<>d 

"'"'"'"'' e>C:O!Jd& """""'~ dep=ialioo or ,mo<11za10,,., 

t .. u1 -- • Loo>: 
Port of San FnncloC<> ;':'.'. 

"' flsc:al 0p.-,-~~"'.I 0-~ ,baibbk 0.b!S..,vlc,t 

-1.!!L.. _R~ !!•P!!!-''~ -.,.,..., ---1'!!.!!£!.I! Jn!Offlt -- T,:,i:,I _ Covsr•Q~ ·~· ' 3'9,191 ' 2•.~n ' 14,11$4 • ,.- • 2.657 • 5.422 "' ·~· 40,947 l4,431 16.51$ wrs 2,740 ~ 41~ '"' ·= 45,4<! n.111 l6J1T 2.800 2,614 S,414 "' ,_ 49,1~1 .Ml,052 20,or~ i.~JO l,41l S.402 "' m, !;4_4.'i3 l7.1:111 17324 ·- 2,31& 5,403 "' ,oo, 53,740 41.1511 5it1 J.2$ l.156 5,391 "' ,oo, :;6,241 SOJOJ "M '.HOO 1,9,ll 5,381 '" ·- sua2 49,707 6,01$ ·= 1.711 5,314 l 52 ,oo, 511.217 4VOO 15,431 3,920 1,01: <.932 3.13 

20('6 61,5"1 ,.,~ 16.B& ··= "' !,944 4.23 

!13) Tl>e pla<lgod ''""""" et\\16"'!1f' <,alwlal1<11'• p,s,en\"'1111 th<• oct,,,dulo oc,n'<,<m to tl>e """""'""'"!• d GASB 
St;,tement t.o,44and ~!Sllth dl'I!,"' 1lgmfk:,o,>11)1 Jromlm•• r:.alru\atod., ac,;0,da.-.:e ""h!h< bond"""'""'"' 

(1<) 1olol row.%as corslstofopcra!l"9 "'°"""" ar>d i,,u,,,,;1""'1 :n••-1==· 
{15) +n ,,,.,,.,,i•e<e with GASB Sliit"""'~ No.«, ape,31"'9 "'""' .. " tfllllffld lO !ho ~loog<><j..,_nue ,u,,am "'cl"du 

""""''"· <loµ,,01•t1on •M amor1i,eMn, Oetois r,garo"'(l «•l!MM!!l(l debt oan l>i! to.."'11 In !"" """'' to the~
.i,,t"""""", Op"'al"'!l'"P""""'' asdefi .. d t,y!h~ oond »doo!ua,_al,a"'dutlll.< a1,1ortl.re<ldredglng 011$1! For 
~<cal l'fil''" 19~6-1~117. nw-Hi!lll ..-.J 1wa-19g9 ~ e,,...o .. a, •• P<"-""".e<labov~. ,n<Ao<lesthe oebl 

Fi,,;;,I 

_.!!!!..._ 
1991 

"" "~ ,m 
2QOl ,oo, 
'"' -,~ 
,m 

,.,,..k:e ollllg'""" ot 11\<> Stlilil of Ca!,lo•nia Ge.,.,.., Ol>li!jatton Son<IS of $314. S"tn, """ $7111. ,espei:,,,ely. The S
Gei\eml Obi"ll'b<>n Bon!:I• "''"" Vrf poi~ in ',seal y"8r 1988·!\11"!9 

Tota!Bu~lrlH•:£!'!!!4':!iYi!&,, 
Ies'i: ,. ,_, ,,.~~ A,allable Cet,tSM,,~ 

Ro:?:!!!!!!!- ___!:;,'<Jl!~I~ - _ .r,w~_ P,1....ipoJ _ - mi ...... , lol<>I ~ 

' 5!l~.2N ' =- S 266,MI! S 5Vl!\O $ 11J,125 $ 100,405 '" e19.39,I 349,ZiIB UU.100 153.931 12r,.1s.1 tl'PJ1 "" 6'10,041 a,ie:rw 254,103 llU!W 141! 726 208,51!1 ·~ 156029 43-4,531 ltl.496 1!3.:165 ,oo- 250,10\l ,a 
623.'.1111 510,441 l12,9« 57,916 22/Qij/ 29S.01l ,M 
!145,593 531,572 l13.021 \1)5)1:i:1 ~~· )71:,67 "" 910,125 578,9ITT! lJl.222 1405!1!, lll!l'ilN ano.7m "' 
!1113,134 539,992 3-13,142 10'442 273 54d 180,98a ,oo 
915,ois 549,fl1Q 365.42$ 117,13$ 200,ern 1/3.1~5 "™ ffi- 5?6,021 l53,88J ?:169!!0 24~.31l HU'o/.l "" 

"' 

CITY AND COUNTY OF SAN FRANCISCO 

DEMOGRAPHIC AND ECONOMIC STATISTICS 

Last Ten Fiscal Years 

PersOl'l.11 Per Capita Average 

Fiscal lm::om11(ln 

Year Popul.1t!on!1l Thousands) 

Penroual Mediau Public School Uuemploymeut 

lni::om,111 Agem Enrollment l~J ~I•) 

1997 749,406 $ 32,119.739 

1998 758.210 35,093.406 

41,190 37Jl 66.604 4.5% 

44,518 37 9 66,679 40% 

1999 766.471 39,232,364 49.695 38.7 6'540 3.3% 

2000 78C.974 44,251,095 S."i.272 39.1 65.519 3.7% 

2001 786,719 44,287,708 55.816 37.3 67,152 5.1% 

2002 790,846 43,147,238 54,369 38 3 64,870 7.3% 

2003 791.977 44,107,952 55.720 38.3 66, 141 7.7% 

2004 791,797 47,084,'!95 59,398 39.2 63,009 6.2% 

2005 794.850 50,465,466 63,140 39.4 63.421 5.3% 

2006 798.6.90 53,513.713 67.004 N<A 60,450 4.6% 

Per Capita Per.;:one! Income Population 

$75,00'.l 

$50,00() 

$45,000 

$30,00() 

! $15.000 
~J 

so 
,rf.J1 ,~'o,~#~'1,co'l-'l-l§,"!>'1-ef!"'fJ<:f>1,.r:fP 

:::::c--· - -~I 
780 000 

760.000 

1

, 

740.000 

720,000 -~------

._g1,1.,~,'!>g!,#'l,rP'#1,.1,.tP"'1.-efl",1,.o,fa"-''l--# 

i--- Public School Enrollment 

1::::~~--i 
64000 , 

62 ooo I 
60000 J 
58 000 

56000 --

Average Ucomployment Rate '"r--- I' ;~~j· 
\ef\1,°-'"'l;,\"'ef!','l--~'/.r;f,'#'l--sP'/..ef!''l,.r,p"'# ,<:f.l1 ,<§!' ,e;<:fo'l,~'l--,j)\'l,r;f,'1--'),r;f,",,~@"1.-cF".tfP 

sources 
(1) 

121 
(3) ,., 
15) 

Ds1ta reflects the annual re•f'SIOr"!S by !he State or c,,Mornia Depmtment of Fimmce. 

Stale of Cahfornm Employment Development Departrrent 
2005 Amerlcan Corrrnunily Survey. NIA"' tntormatbn ,,,. not availa:lle 
San rr,rndsco un,fied Sc>ioo: District (IPciudes C'1ild Center, Juvenile Con:er, etc.) 
Dale reflects the annual rev,siort.~ by lhe State of California Employment Development Dcpart'Tlent. 
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CITY AND COUNTY OF SAN FRANCISCO 

PRINCIPAL EMPLOYERS 

Current Year and Four Years Ago 

Year 200:1111 

Percentage of 
Total City 

Employer Emplgyee• ~ Employment Employees 

City and County of San Frane1sro 28,253 ' 6.71% 29,610 
University of California, San Francisco .. 19,138 2 • 55 13,835 
Wells Fargo & Co .. , 7,581 3 1.80 6.366 
San Fnmcisco Unified School District 7.241 • 1.72 11,296 
State of California . 6,115 5 1.45 
United States Postal SeNice .. 5,234 6 1.24 5.579 
California Pacifie Medical Center .. 5,000 7 1.19 4.500 
PG&E Cv•fA.!•i:<i>u*'- 4,Gzg 0 o.,v ........ v ... 

Gap, Inc 4.180 9 0.99 
Kaiser Pe"f!lanente .. 3,860 10 0.92 
AT&T. 5,200 
SBC Communications,. 4,60-0 
Charles Schwab & Co. Inc. 9,873 

Tolal .. 91231 21.67% ~59 

Year 2001 

Percentage of 
Total City 

~ Employment 

' 5.85% 
2 2.95 
5 1.36 
3 2.41 

6 1.19 
10 000 

' ,.v, 

7 1.11 
9 0.98 
4 2.10 

19.98% 

~ City and County of San Francisco employee count is ootaned from !he City's Controller's Office. based on fiscal year 
ending June 30, 2006 and June 30, 2001. All other data is obtamed from San Francisco Susmess Times Book of 
Lists 

Note: 
(1} The latest data as of calarida1 year 2005 ls presMted, 
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CITY AND COUNTY OF SAN FRANCISCO 

FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES BY FUNCTION1' 1 

Function 

Public Protection 
F11e Depa,iment 
Pence 
Sheriff 
Ottler. 

T ctal Public Protection 

Public Works, Tral'lsportat!on and Commerce 
Municipal Transpo'1atoo Agency 
Airport Comm1s$;on 
Department of Put;l1c Works 
Publ;c UtiM1es Comm1ssicn 
Other 

Total Publl~ Works, Transpor'..::ihon and Commerce . 

Community >iealth 
Public Health 

Total Commumty Health 

Human Welfare and Ne1gllbofhood Oovetopment 
Human Services 
Ottler 

Total Hurna11 Wettare and Ne,ghborhood Development... 

Culture and Recreation 
Recreation and ;>arit Cornm;ssir:m 
Public Libra')' 
War Memorial 

OlheL. 
Total CLllure and Recraat,on 

General Administrnbon and Finance 
Ad'Tlm:slrat1ve Servrees . 
c,ty Attorney 
Te1eeommunicauons and Information Services 
C011trolle1 .. 
Human Resources. 
rreasurerffa~ Colk;,cim 
Mayor 
Ctr.er .. 

Total General Ad!T'jnistration and Fu,aru;:e 

Ge1era1 C,ty Responsibrhty 
Subtotal an~ual~ funded positions 

Capital proJect funded pos;Jions 
T 01a1 ar,nually funded pos,hons 

S::"-m, c~~:rc,11.,r, C·!y ,i~d Cwny ot Sa~ rrarir~s.oo 

,,. 
{1j Da!a roo<csert budgeted and 'u~de<:l u: 1,,,.., A<JUNd!e<"t (>t>s,J,nm, 

FlscalY•ar 

Z!!!!!! ~ wg 2003 ~ ""' 2006 

1,856 1,864 1,909 1.899 1,835 1,752 1,700 
2.742: 2.785 2,748 2.688 2,669 2,616 2,664 

896 "' 921 '"' 937 929 944 
998 982 954 930 9513 

6,516 6.489 6,395 6,227 6,272 

4.406 4,525 4,629 4,569 4,518 4.386 4.232 
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APPENDIX D 

SLM MARY OF CERTAIN PROVISIONS OF THE 
TRUST AGREEMENT. THE PROP~'.RTY LEASE AND THE PROJECT LEASE 

J'he fi>lloiving s11111nra1)' discus.1ion <~l se!ectedfCature.\· ol the Trust Agreetnent, the Property Lease and the 
Prt?Ject Lease, all dated as <?/ ,\,fay J, 2 ?07, are n1ade subject to all ol the provisions t?f such docun1ents and to the 
discussions <.~{such docu,nents contained r:lseivherc in this (~fficia/ Statenu:111. 111is sun1n1ar_v does not p111port to he 
a con1p/ete stalenrent q{sahl provisions and prospcl·tive purchasers r?l the ('ert(ficates are rejf!rred to the con1plete 
texts o_fsaici docu,nents, copies t~l u·hich are available u11011 req11estji·on1 thr: (~jfice <?f the C'ontroiler <~fthe (Jty. 

DEFINITIONS 

"Additional Rental" n1eans the an1ounts specified as such in the Project Lease. 

"Administrative (:ode" means the San Francisco Ad1ninistrative Code. as amended fron1 time to time. 

'·Authorized Denon1inations'' 1neans $5,000 or any integral mulHple thereof 

"Base Rentar· n1cans the an1ounts specified as such in the Project Lease. as such a111ounts may he adjusted from time to 
tin1e in accordance with the tenns of the Project Lca::;c. but docs not include Additional Rental. 

''Base Rental Fund" means the fund of that natnc established pursuant to the Tn1st At,lfeemcnt. 

"Bu::;incss Day" means a day which is nol a Saturday or Sunday or a day on which banking institutions are authorized or 
required by !av.' to be closed in the State fOr commercial banking purposes or a day on which trading on the Ne\.v York 
Stock Exchange is suspended fi.)r n1ore than four hours or a day on which the New York Stock Exchange is closed tOr a 
slate or national holiday. 

"Certificate Payment Date" n1eans, with respect to any C'ertificate, the September I date designated therein. v.1hich is the 
date on which the principal component of the 13ase Rental evidenced and represented thereby shall become due and 
payable. 

"C'ertificate Year" shall have the meaning assigned to such tenn in the ·rax (~ertificate. 

"Certificates" means, collectively, the Series 2007 A Certificates and the Taxable Series 200713 Certilicates. 

"C'ity" means the City and County of San Francisco. and its successors and assigns. 

"City Representative" means the Mayor, the Controller, the Director of Public Finance or any other official of the City 
designated and authorized by the Controller of the City to act on behalf of the City under or with respect lo the Trust 
Agree1nent, the Property Lease, the Proje1~l Lease and all other agreements related thereto. 

"('losing Date'' means the date of origina execution and delivery of the Certificates. 

"Code" means the Internal Revenue Code of 1986, and the regulations issued thereunder. as the same may be amended 
from time lo time, and any successor provisions of law. Reterence to a particular section of the Code shall be deemed lo 
be a reference to any successor to any such section. 

"Continuing Disclosure Certificate" means that certain Continuing Disclosure Certificate executed by the City, dated the 
('losing Date, as originally executed and as it n1ay be amended from ti1ne to ti1ne. 

"Costs of Delivery" means all the costs of executing and delivering the Certificates, including, hul not limited to, all 
printing and docu1nent preparation expenses in connection with the Trust Agree1nent, the Property Lease, the Prqject 
Lease, the ('ertificate~ and th~ preliminary and fina] official staten1ents pertaining to the c:ertificates; rating agency fees; 
appraisals and property condition report fees; escro\.v and title insurance fees; (~lJSIP Service Bureau charges; market 
study fees; financial advisory fees; legal fees and expenses of counsel with respect lo the financing of the Prciject and 
with respect to the validation proceeding~ occurring in connection therewith; any eon1puter and oth·;!r expenses incurred 
in connection with the c:e1tificates; the initial fees and expenses of the Trustee and any paying agenl (including without 
limitation. origination fees and first annui1l tees payable in advance); and other fees and expenses in~urrcd in connection 
with the execution and delivery of the Certificates or the implementation of the financing for the Project, to the extent 
such fees and expenses arc approved by a City Representative. 

"'Costs ofl::,::;uance f\md'' 1neans the fund of that name established pursuant to the Trust Agreemt.,'TIL 
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··credit Facility·' means any letter of credit. line of credit, bond insurance policy, surety bond or other credit source 
deposited \Vi1h the Trustee by the (:ity to satisfy the Reserve Require1nent. 

""Det'easancc Securities" means (i) (Jovcm1nent ()bligations and (ii) pre-refunded fixed interest rate municipal 
obligations 1neeting the follo\ving conditions: (a) the municipal obligations are not subject to redemption prior to 
maturity, or the trustee has been given irrevocable instn1ction concerning their calling and redemption and the issuer has 
covenanted not to re<lee1n such obligations other than as set forth in such instructions; (b) the 1nunicipal ob1igations arc 
secured by cash and/or Government Obligations; ( c) the principal of and interest on the Government Obligations (plus 
any cash in the escro\V fund) are sufficient to meet the liabilities of the municipal obligations; (<l) the Government 
()bligations serving as security for the 1nunicipal obligations are he]d hy an escrow agent or trustee; ( e) the (Jovemn1ent 
Obligations arc not available to satisfy any other claims, including those of or against the trustee or escrow agent; and 
(I) the municipal obligations are rated AAA by S&P and Aaa by Moody's. 

"'Depository'' means OTC and its successors and assigns, or if (a) the then Depository resigns fro1n its tllnctions as 
securities depository of the Certificates, or (b) the City discontinues use of the Depository pursuant to the Trust 
Agree1nent. any other securities depository which agrees to fOJlow the procedures required to be followed by a securities 
depository in connection with the Certificates and which is selected by the City. 

"Director of Property" means the City's Director of Property or any successor officer of the City who performs 
substantially the same duties as the Director of Property performs as of the date of the "rrusl Agreement. 

"l)TC" means The Depository Trust ('ompany, Ne,v York, '.'Jew York, and its successors and assigns. 

"Electronic Notice" means notice given by ·rhe Bond Buyer Wire or Bloomberg Business ~C\VS. 

"Event of Default" n1cans any one or 1norc of the events described in the Trust Agreement. 

"Facilities" means, initially, the existing office buildings located at One South \ 1an Ness Avenue and 1650 Mission 
Street, together with all other improvements, structures and fixtures related thereto and located on the Site, and after 
completion of the Project, the improvernents and structures acquired and constructed as the Project, together with all 
other works, property or structures located froin tirne to time on the Site. 

"Final Completion" or "Final Completion of the Project" means the acquisition and installation of improvements to and 
the substantial readiness of the Project (subject to minor architectural finish items e.g., ·punch list' items) as evidenced 
by the delivery of the Certificate of Final Complet10n. 

"Financing Documents" mean the Trust Agreement. the Property Lease, the Pr'<ject Lease and the Continuing Disclosure 
(~ertificate, including any amendmenL.., or supple1nents to any of the foregoing docu1nents. 

"Fiscal Year" means the fiscal year of the City being July I to the following June 30 or any subsequent fiscal year 
adopted by the City. 

"Fitch" means Fitch Ratings. a corporation duly organized and existing under and by virtue of the laws of the State of 
Delaware, and its successors and assigns, except that if such corporation shall be dissolved or liquidated or shall no 
longer perform the functions of a securities rating agency, then the tem1 "Fitch" shall he deemed to refer to any other 
nationally recognized securities rating agency selected by the City. 

''Government ('ertificates" rneans evidences of indebtedness or O\vnership of proportionate interest-; in future principal 
and interest payments of Government Obligations, including depository receipts thereof, wherein (i) a bank or trust 
company acts as custodian and holds the underlying (iovcrnmcnt Obligations; (ii) the O\vner of the Govem1nent 
Certificate is a real party in interest with the right to proceed directly and individually against the obligor of the 
underlying Government Obligations; and (iii) the underlying Government Obligations are held in trust in a special 
account, segregated fro1n the custodian's general assets. and arc not available to satisfy any claim of the custodian or any 
person c]aiming through the custodian, or any person to whom the custodian may be obligated. 

"Government Obligations" means direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury) or evidence of ownership in a portion thereof 
(which may consist of specified portions of interest tl1ereon and obligations of the Resolution Funding Corporntion 
which constitute interest strips) if held by a custodian on behalf of the Trustee, obligations the principal of and interest on 
which are unconditionally guarnntccd by the United States of America, and prerefunded municipal obligations rated in 
the highest rating category by Moody's and S&P. 

"Hazardous Substances" means any and all substances, wastes, pollutants and contaminants now or at any time after the 
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date of the Project Lease included within such (or any similar) tern1 under t"edentl, :,;tate or local stalute, ordinance, code 
or regulation no,v existing: or hercinatlcr enacted or amended, 

"Independent Counsel" means any outside attorney or finn of attorneys appointed by the City. of nationally-recognized 
experience in the issuance of obligations the interest on which is cxcludahle from gross income for fC<leral inco1nc tax 
purposes under the Code. 

"Insurance Policy" means the municipal bond new issue insurance policy issued by the Insurer that guarantees payment 
of the principal and interest payments represented by the C'ertifica1es, 

"Insurer" 1neans Financial (l'uaranty Insurance Company. a Ne"' York stock insurance company, or any successor 
thereto. 

"Interest Payment Date'' n1eans a date on which interest evidenced and represented by lhe (~crtifica1es becon1es due and 
payable, being March I and Septe1nher l in each year, con11nencing Septcn1ber I. 2007 and continuing until the 
Certificate Pay1nent Date or earlier prepayment date of lhc C'ertilicatcs. 

"Investment Earnings'' means interest received in respect of the inveshnent of 1noney on deposit in any fund or accoun1 
maintained under the Tn1st AgreemenL 

"Leased Property'' means the Site and the Facilities, collectively. 

·'Moody's'' means Moody's Investors Service, a corporation organized and existing under the la,vs of the State of 
Delaware. its successors and assigns. except that if such corporation shall be dissolved or liquidated or shall no longer 
pert()rn1 the functions of a securities rating agency for any reason, the term "Moody's" shall be de,::mcd to refer to any 
other nationally recognized securities rating agency selected by the City. 

"~et Proceeds" means any net proceeds of insurance or conde1nnation proceeds paid with respect t{J the affected portion 
of the Leased Property re1naining after payn1ent therefrom of any expenses (including attorneys' fees) incurred in the 
collection thereof 

•·Non1inee" means the nominee of the Depository, which n1ay be the Depository, as detcrn1ined fro1n time to time 
pursuan1 to the Tnist Agree1nent. 

'"Outstanding" when used as of any particular time with respect to any Certificate, means any Certificates theretofore 
executed and delivered by the Trustee under the Trust Agreement except: 

(I) any Certificate paid in accordance with its terms: 

(2) any Certificate theretofore cancelled by the Trustee or surrendered to the Trustee for 
cancellation: 

(3) any Ccrtificale for the pay1nent or prepay1nent of which funds or Federal Securities in the 
necessary amount shall have theretofore been deposited with the Trustee (whether pri,)r lo the Certificate 
Payment Date or prepayment date of such C'ertificate}, provided that, if such (.'ertific1te is to be prepaid 
prior to maturity, notice of sueh prepayment shall have been given as provided in the Trust Agrcen1ent or 
provision satisfactory to the Trustee shall have been made for the giving of such notice; 

(4) any Certificate purchased by the City: and 

( 5) any (~crtificate in lieu of or in exchange for which another Certificate ::>r other Certificates 
shall have been executed and delivered by the Trustee pursuant to the Trust Agreement. 

"Ovitncr"' means the registered owner, as :.ndicated in the Certificate R.egister, of any Certificate. 

"Pennitted Encun1brances" nieans (i) these liens, charges, sccuri1y interests and encun1brances other than those existing 
on or prior to 1he Closing Date or on or prior to the date any property is substituted tbr the Leased Property or any 
portion thereof pursuant to the Project Lease which arc covered by the exceptions and exclusions set forth in the title 
policies delivered pursuant lo the Projec·: Lease and expressly approved by the l'ity, including the exceptlons listed on 
Schedule B to the Pro Forma Policy, and (ii) any liens ofmechani<.:s, materialmen, suppliers. vendors or other persons or 
entities tOr work or services perfi.)nned or materials fun1ishcd in connection with the Leased Prop:rty that arc not due 
and payable or the amount. validity or application of which is being contested in accordance with the Project Lease. 
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"Pennitted Investtnents'' 1neans, if and to the extent pennitted by law and by any policy guidelines pro1nulgated by the 
City: 

(a) (iovcn1mcnt ()bligations or Government Certificates; 

(b) Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by any of the 
following federal agencies and provided such obligations are backed by the full faith and credit of the United States 
of America (stripped securities are only permitted if they have been stripped by the agency itself): 

(i) Farmers Home Administration (FmHA) - Certificates of beneficial ownership; 

(ii) Federal Housing Administration Debentures (FHA); 

(iii) General Services Administration - Partlcipation certificates~ 

(iv) Government National Mortgage Association (GNMA or "Ginnie Mae") - guaranteed 
Inortgage backed bonds and (JNl\1A guaranteed pass-through obligations (participation certificates); 

(v) LJ.S. Maritime Administration - Guaranteed Tit1c XI financing; 

(vi) U,S, Department of !lousing and Urban Development (HUD) - Project notes and local 
authority bonds; and 

(vii) Any other agency or instrumentality of the United Slates of America the obligations of 
which arc guaranteed by the full faith and credit of the United States of America; 

(c) Bonds, debentures. notes or other evidence of indebtedness issued or guaranteed by any of the 
following non-full faith an<l i.'.redit Lnited States of America govern1nent agencies (stripped securities are only 
permitted if they have been stripped by the agency itself): 

(i) Federal Home Loan Bank System - Senior debt obligations (consolidated debt 
obligations); 

(ii) Federal Home Loan Mortgage Corporation (FHLMC or "Freddie Mac") - Participation 
certificates (mortgage-backed securities) and senior debt ob1igations; 

(iii) Fannie Mae - mortgage-backed securities and senior debt obligations (excluding stripped 
1nortgage securities which are valued greater than par on the portion of the unpaid principal); 

(iv) Student Loan Marketing Association (SLMA or "Sallie Mae") - Senior debt obligations; 

(v) Resolution Funding Corp, (REFCORP) - Only the interest component of REFCORP 
strips which have been stripped by request to the Federal Reserve Bank of)Jew York in book entry form; 

(vi) Federal Farm Credit System - Consolidated systemwide bonds and notes: and 

(vii) Any other agency or instrumentality of the United States of America the obligations of 
which are guaranteed by the non-full faith and credit of the United States of America; 

( d) Money market funds registered under the Federal Investment Company Act of 1940, whose shares 
arc registered under the Securities Act of 1933, and having a rating by S&P of AAAm-G or AAAm and by Moody's 
of Aaa; 

(e) Certificates of deposit issued by a state or national bank or a state or federal savings and loan; 
provided that such certificates of deposit shall be either (i) continuously and fully insured by the FDIC; or (ii) have a 
maturity of not greater than 365 days and have the highest short-term letter and numerical ratings of Moody's and 
S&P; 

(f) Savings accounts or money market deposits that are fully insured by FDIC; 

(g) Invest1nent agreements, including guaranteed investment contracts, provided either (1) the long-
term unsecured debt or claims ability of the issuer or guarantor thereof is rated in the highest rating category by 
Moody's and S&P, or (ii) such agreement is fully collateralized by Government Obligations or Government 
Certificates; 

(h} Commercial paper of "prime" quality rated in the highest rating category by Moody's and S&P, 
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which com1nercial paper is limited to isi,uing corporations that arc organized and operating within the lJnited States; 

(i) Bonds or notes issued by any state or 1nunicipality \Vhich are rated by Moody's and S&P in one of 
the two highest long-tcrn1 rating categories assigned by such agencies; 

Ul Federal funds or banker's acceptances which are eligible for purchases by 111er:1bers of the Federal 
Reserve Systcn1, dra,vn on any bank the short-term obligations of which are rated in the highest rating category by 
Moody's and S&P; provided that the maturity cannot exceed 270 days; 

(k) Repurchase agrecn1ents \Vith maturities of either (a) 30 days or less, or (b) less than one year, 
provided that the collateral is 111arkcd-to-markel daily, entered into with financial institutions such as banks or tru:.,;t 
co1npanies organized under state or federal law, insurance co1npanies, or govem1ncnt bond dealers reporting to, or 
trading "'ith, and recogni?ed as a pri1nary dealer by, the Federal Reserve Bank of New York and a member of SPIC\ 
or with a dealer or parent holding ccmpany that is rated A or better by Moody's and S&P. The repurchase 
agrceincnt must be in respect of Gove1nment Obligations or (iovernmcnt C~ertificates or obligations described in 
paragraph (h) above, \vhich. exclusive of accrued interest, shall be tnaintained at least 100°1~) of par. In addition, 
repurchase agreements shall 1neet the follo\ving criteria: (i) the third party (who shall not he the provider of the 
collateral) has possession of the repurchase securities and the Ciovern1nent ()hligations or (iovcn11ncnt c:crtificates; 
(ii) failure to 1naintain the requisite collateral levels shall require liquidation; and (iii) the third pa11y having 
possession of the securities has a perfected, first priority security interest in the securities; 

(I) Dcfcasancc Securities described in clause (ii) of the definition thereof: and 

(1n) .A.ny other debt or fixed 1ncon1e security specified by the C:ity (except securities of the City and 
any agency, departn1ent, con1n1ission or instru1nentality thereof) and rated in the highest rating category by l\!J.oody's 
and S&P, including prerefunded municipal obligations. 

In connection with the purchase of any Pennitted lnvcsttncnt, the (~ity 1nay enter into agreement,;, including forward 
purchase agreements, with the seller thereof 

"Person" means an individual, corporation, firm, associalion, partnership, trust. or other legal entity or group of entities, 
including a governmental entity or any agency or political subdivision thereof. 

"Prepayment Notice" shall have the meaning assigned lo such term in the Trust Agreement. 

"'Prepayment Price" 1ncans the principal amount represented by the Certificates, plus any applicable :Jn:mium. 

""Principal Office of the Truslee" means :he corporate trust office of the Trustee located in San Francisco, Cahfr)mia, or 
such other office that the ·rruslee may designate in writing to the City from time to time as the corporate trust office for 
purposes of the Trust Agreement. 

''Pro Forma Policy" means the Pro Fon11a Title Insurance Policy prepared by the Title Co1npany \Vith respect to the Site. 

"Project" means the acquisition and improve1nent of existing office buildings located at One South Van Ness Avenue 
and 1650 Mission Street and the improve1nent ofan existing C'ity-owned oftice building located at 30 Van Ness Avenue 
lo be acquired, constructed or renovated an the Site, as the same may be amended, modified or supple1nented from time 
to time in accordance with the Project Le1se. 

''Project Costs'' means the contract price: paid or to be paid to or at the direction of any contractu~ for the acquisition, 
construction, installation or improvement to. or rehabilitation oC the Project, and reitnbursemcnt to the City for any 
pay111ents made tor or in connection with the acquisition of or improvement to the Property by the City prior to or 
subsequent to the Closing Date. 

"Project Fund" means the fund of dmt na11e established pursuant to the Trust Agreement. 

"Project Lease" means that certain Project Lease dated as of May I, 2007, by and between the Trustee and the City with 
respect to the Project, including any amcnd1nents or supplements thereto. 

'"Project Lease Event of Defa:.ilt'' means the oc<.:urrence and continuation of any event specified in the Project Lease. 

"Project Lease Term" means the tenn of :he Project Lease as provided in the Project Lease. 

"Project Lease Year" means the period from the Closing Date through February 29, 2008 and thereafter the period from 
each March 1 to and including the following February 28 or 29, as the case may be. during the Project Lease ·rerrn. 
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"Property Lease" means that certain Property Lease dated as of May L 2007, by and between the City and the Tmstee 
with respect to the Leased Property. including any amcndn1ents or supplcn1cnts thereto. 

''Rating Agencies" means S&P, Fitch and/or Moody's, whichever then has a current rating on the Certificates. 

"Rebate Fund" means lhe fund ofthal name established pursuant to the Trust Agreement. 

''Record Date" 111eans any Regular Record Date. 

"Regular Record Date" means the close of business on the 15th day of the ca1endar month next preceding each Interest 
Pay1nent Date, v.:hether or not a Business Day. 

"Rental Payments" means all Base Rental and Additional Rental payable under the Project Lease. 

"Reserve Fund·· means the fund of that name established pursuant to the Trust Agreement. 

"Reserve Requirement" means, collectively, the Series 2007 A Reserve Requirement and the Taxable Series 2007B 
Reserve Rcquire1nent 

''llisk Manager'' n1eans the Risk Manager of the ('ity or any successor officer of the City pcrfOrming substtmtially the 
same duties as the Risk Manager performs as of the date of the Project Lease. 

"S&P" means Standard & Poor's Rating Services, A Division of The McGraw-Hill Companies, Inc., a corporation 
organized and existing under the laws of the State of New York. its successors and assigns, except that if such 
corporation shall be dissolved or liquidated or shall no longer perfonn the functions of a securities rating agency for any 
reason, the term "S&P" shall be deemed to refer to any other nationally recognized securities rating agency selected by 
the City. 

"Securities Exchange Act'' means the Securities Exchange Act of I 934, as amended. 

'"Series 2007 A Certificates" means the ('ity and County of San Francisco Certificates of Participation, Series 2007 A 
(City Office Buildings - Multiple Properties Project) authorized by the Tmst Agreement and at any time Outstanding 
there under. which arc executed and delivered by the ·rn1stee pursuant to the Trust Agreement. 

"Series 2007 A Project Account" means the account of that name established under the Trust Agreement. 

''Series 2007 A Reserve Account" means the account of that name established under the "rrust Agreement. 

"Series 2007 A Reserve Requiren1ent'' rncans, as of any date of calculation, the least of (i) I 00~1o of the maximum annual 
principal and interest payable with respect to the Series 2007 A Certificates in the then current Fiscal Year or any future 
Fiscal Year, (ii) 125% of average annual principal and interest payable with respect to the Series 2007A Certificates 
payable in each Fiscal Year between the date of calculation and the last Certificate Payment Date of the Series 2007 A 
Certificates or (iii) I 0% of the principal amount of Series 2007 A Certificates originally executed and delivered. 

"Sinking Account installment" means the principal amount represented by the Certificates required to be paid on any 
Interest Paytnent Date pursuant to sinking account installment prepayments under the ·rn,st Agree1nent. 

"Site" means the real property, as described in Exhibit A to the Project Lease, including any real property substituted 
therefor or added thereto pursuant to the Project Lease but excluding real property that has been released or for which 
new real property has been substituted in accordance with tl1e Project Lease. 

"Stale" means the State of California. 

"Tax Certificate" means the Tax Certificate as to Arbitmge and the Provisions of Sections !03 and 141-150 of the 
Internal Revenue Code of l 986 elated tl1e Closing Date and executed by the City. 

"'Tax-Exempt" means, with respect to interest on, or \vith respect to, any obligations of a state or local government, 
inc]uding the Series 2007 A Certificates, that such interest is excluded frotn the gross income of the Owners thereof 
(other than any Owner who is a "substantial user" of facilities financed with such obligations or a "related person" within 
the meaning of Section I 47(a) of the Code) for federal income tax purposes, whether or not such interest is includable as 
an item of tax pret"erencc or otherwise includable directly or indirectly for purposes of calculating other tax liabilities, 
including any alten1atlve 1ninimun1 tax or environmental tax under the Code. 

"Taxable Series 20078 Certificates" means the City and County of San Francisco Certificates of Participation, Taxable 
Series 20078 (City Office Buildings - Multiple Properties Project) authorized under the Trust Agreement and at any time 
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()utstanding thereunder, v.,·hich arc exe<.:ule<l and delivered by the Trustee under the Tn1st Agree,nenL 

"1'axable Series 2007B Project Account"' 1ncans the account of that nan1e established under lhe ·rrus1. Agreeinent. 

''Taxable Series 20071:3 R.eserve Account" 1neans the account of that narnc established under the Trust Agree1nenL 

"'Taxable Series 20078 Reserve Rcquireinent" 1neans the a1nount set forth in the Trust A.green1ent. 

"'freasurer'' n1eans the Treasurer of the City and (~aunty of San Francisco. 

"'rrust Abrreernent'' means th-: "rrusl Agr,::ement by and between the City and lhe Trustee, including any an1endn1ents or 
supplerncnts thereto. 

"Trustee" means Deutsche Rank l'\ational ·rrust l'ompany, a national banking association, duly organized and existing 
under and by virtue cif the la\vs of the l;nited States. acting in its capacity as such under the Tn1st Agreetnent, or any 
successor appointed as provided therein. 

"Written C'ertiticate," "Written Dlrcctior" or ''Written Request'' n1eans an instru1nent in writing signed on behalf of the 
City by a City Representative. 

THE TRUST AGREEMENT 

Moneys Held in Trust 

The money and investments held by the Trustee under the Trust Agreement are irrevocably held in trust for the purposes 
specified in the Trust Agreen1cnt, and such 1noney and invcshncnts, and any income or interest ear:1ed thereon, shall be 
expended only as provided in the Trust l\greement. and shall not be subject to levy or attachment or lien by or for the 
benefit of any creditor of (i) the City, (ii) the "[rustec, or (iii) any ()'V.1ner or benefi<.:ial owner of any (·ertificate. 

Funds and Accounts 

'!'he Tn1st Agrce1nent establishes the following funds and accounts to be held by the Trustee: the c:osts of Issuance 
Fund, the Project Fund, the Base Rental Fund, the Reserve Fund and the Rebate Fund. 

Establishment and Application of Costs olfssuauce Fund. There is established under the Trust Agreement in trust a 
special fund designated as the "Costs of Issuance Fund" which shall be held by the Trustee and which shall be kept 
separate and apart from all other funds ;.md 1noney held by the Trustee. The 'frustee shall ad1rinister such fund as 
provided in the Tn1st Agreernenl. 

There shall be deposited in the (~osts of Issuance Fund those portions of the proceeds of the Certificates required to be 
deposited therein under the 'rrust Agrec1ncnt. l'hc l'rustee shall disburse money from the Costs of Issuance Fund on 
such dates and in such a1nounts as are ntcessary to pay ('osls of l)clivcry, in each case, pro111ptly arter receipt oC and in 
accordance with, a Written Request of a City Representative. Any amounts re1naining in the (~osts of lssuanc<c Fund on 
the earlier of the date on which a C:ity Representative has notified the ·rn1stee in writing that all (_'c,sts of Delivery have 

been paid or the date twelve months rro,n the Closing Date shall be transferred by the Trustee to the Base Rental Fund, 
provided that such transfer has been approved in writing by a City Representative, and the Cost of Issuance Fund shall 
then be closed. 

l:.itah/ishmenl and Application oj Proiell Fund. There is established under the Trust Agreement in trust a special fund 
designated as the ''Project Fund," (and \'\'ithin su<.:h Project Fund, special trust ac<.:ounts designated as the "Series 2007 A 
Project Account" and the "Taxable Series 20078 Project Account") which fund shall be deemed held by the Trustee and 
which shall be kept separate and apart from all other funds and money held by tl1e Trustee. The Tn.stee shall administer 
such fund as provided in the Trust Agreement. There shall be deposited in the Series 2007 A Pro: ect Account and the 
·raxable Series 20078 Project Account those portions of the proceeds of the Certificates required to be deposited therein 
pursuant to the Trust Agreement. 

The Trnstee shall. from time lo lime, disburse money from the Project Fund to pay Project Costs, as provided in the Trust 
Agreement. in each case promptly after receipt of. and in accordance with, a Written Request of the (~ity. Each officer of 
the (~ity required to execute such Written Request shall have full authority to exe<.:ute such Written Request without any 
further approval of the Board of Supervisors oftl1e City. 

If. after payment by the Trustee of all requisitions theretofore tendered to the Trustee under the pr,)visions of the Trust 
Agreement. and delivery to the Trustee of a Written (~ertificate of the ('ity to the etlCct that all Pn~ject (:osts have been 
paid, there shall remain any balance of money in the Project Fund, all money so remaining shall be transferred first to 
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the Ri:scrvc Fund to the extent necessary to make the ainount on deposit therein equal to the Reserve Requirement and 
thereafter to the Base llental Fund. 

~ohvithstanding any other provision of the Trust Agreement, the City may, in its sole discretion and at any ti1ne, direct 
the Tn1stcc to ln1nstCr moneys on deposit in the Project Fund representing investment ean1ings on amounts therein to the 
Base Rental Fund if the ('ity determines, in its sole discretion that such 1noneys \vill not be needed for the llnproven1ent 
of the Project. The Trustee shall make such transfer upon the receipt of a request executed by a City Representative 
directing it to inake such transfer. 

Estahlish,nenr and Application nfBase Rental Fund. 

(a) Base Rental Fund. There is established under the Trust Agreernent in trust a special fund designated as the 
"Base Rental Fund," which shall be held by the Trustee and which shall be kept separate and apart from all other funds 
and 1noney held by the 1'rustee. The l'rustee shall administer such fund as provided in the Trust Ab,reement. The Base 
Rental Fund shall be maintained by the Trustee until all required Rase Rental is paid in full pursuant lo the terms of the 
Project Lease, or until such earlier date as there are no Certificates Outstanding. The Trustee shall deposit in the Base 
Rental Fund (i) all Base Rental payments, (ii) all amounts, if any, required lo be deposited in the Base Rental Fund 
pursuant to the Project Lease. (iii) all investment earnings required to be deposited therein pursuant to the provisions of 
the Trust Agreement, (iv) all amounts required to he deposited pursuant to paragmph (b) below and (v) that portion of the 
proceeds of the Certificates required to be deposited therein pursuant to the Trust Agreement. 

Moneys from the proceeds of the Certificates deposited in the Base Rental Fund and earnings thereon shall be credited as 
amounts due as Base Rental from the City as set forth in the Trust Agreement Any additional amounts in the Rase 
Rental Fund shall also be credited lo the Base Rental until expended. 

Payments of Ba..;e Rental received by the Trustee under the Project Lease shall be net of amounts in the Reserve Fund in 
excess of the Reserve Requirement on each succeeding Interest Payment Date and net of a1nounts on deposit in the Base 
Rental Fund that are available for the payment of interest and principal with respect lo the Certificates. These amounts 
shall be deposited into the Base Rental Fund, as appropriate, based upon Exhibit R of the Project Lease, as adjusted 
pursuant to the terms thereof 

Moneys held in the Base Rental Fund, other than as provided in paragraph (b) below, shall be applied by the Trustee to 
the payment of (i) interest due and payable with respect to the Certificates on each Interest Payment Date and 
(ii) principal or Sinking Account Installment, if any, due and payable with respect to the Certificates on each Interest 
Payment Date. In the event insufficient amounts are available in the Base Rental Fund or otherwise to pay interest and 
principal represented by the Certificates when due, available amounts shall be allocated proportionately among the 
Certificates based on the amount of interest and principal then due with respect to each Certificate. 

(b) Any net proceed.; of insurance or a\vards in respect of a taking under the power of cn1incnt do1nain not required 
to be used for repair or replacement of the Project or Leased Property, as applicable, and, under the terms of the Trust 
Agreement, required to be deposited into the Hase Renta] Fund, any amounts required to be tran:_.;fcrrcd to the Base 
Rental Fund pursuant to the Trust Agreement, and any other amounts provided for the prepayment of Certificates in 
accordance with the Trust Agreement, shall be deposited by the Trustee in the Rase Rental Fund. The Trustee shall, on 
the scheduled prepayment date withdraw from the Base Rental Fund and pay to the Owners entitled thereto an amount 
equal to the prepayment price of the Certificates to be prepaid on such date. 

( c) All delinquent Rase Rental payments received pursuant to the Project Lease and any proceeds of rental 
interruption insurance received by the Trustee shall be deposited into tl1e Base Rental Fund. All proceeds of rental 
interruption insurance and delinquent Base Rental payments so received shall be applied first to the payment of overdue 
installments of interest, then to the payment of overdue installments of principal and then to make up any deficiency in 
the Reserve Fund. c:ommencing September 1, 2007, any amounts remaining in the Base Rental Fund on each Interest 
Payment Date which are not required for the payment of principal of or interest with respect to the Certificates on such 
Interest Payment Date shall be, first transferred as directed in writing by a City Representative to the Reserve Fund to 
the extent necessary to make the amount on deposit therein equal to the Reserve Requirement and, second, retained in 
such Fund unless the City otherwise directs, in writing, that such amount be remitted to the City ( except that any 
remaining money representing delinquent Base Rental payments and any proceeds of rental interruption insurance shall 
remain on deposit in the Rase Rental Fund until expended), 

Establishment and Application a/Reserve Fund 

(a) There is established under the Trust Agreement in trust a special fund designated as the "Reserve Fund" (and 
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within such Reserve Fund, special trust accounts designated as the "'Series 2007 A Reserve Accourf' and the "'I'axable 
Series 20078 Reserve Account"). togeth::r ,vith such accounts therein as the ('ily 1nay request the Trustee to establish, 
which shall be held by the Trustee and which shall he kept separate and apart from all other funds and money held by the 
-rrustee. The Trustee sha11 administer such fund as provided in the Tntsl Agree1nent. There shall be deposited in the 
Series 2007 A Jleserve Account and the Taxable Serie.s 20078 Reserve Account those portions of the proceeds of the 
Certificates required to be deposited therein pursuant to the Tn1st Agreement. 

(h_) The Reserve Fund (or the applicable account therein) shall be maintained by the Trustee until the applicable 
Base Rental is paid in ful1 pursuant to the Project Lease or until there arc no longer any Series 2007 A (~ertificates or 
Taxable Series 20078 ('ertificatcs Outstanding (as applicable): provided. however, that the final Base Rental pay1nent 
may, at the ('ily's option, be paid from th.: Reserve Fund (or the applicable account therein). 

A Credit Facility in the amount of the Reserve Requirement may be substituted for all or a portion of the funds held by 
the Trustee in !he Reserve Fund (or the applicable account therein) by the City at any time, provided that with respect to 
any such substitution ( i) such substitution shall not result in the re<luclion or withdrawal of any ratings by any Rating 
Agency with respect to the (:erlificate~ (and lhe c:ity shall notify each R.ating Agency prior t;::> making any such 
substitution), and (ii) the Trustee shall receive prior to any such substitution becon1ing effective an opinion of 
independent Counsel stating that such substitution will not advcr..,;ely aflCct the exclusion ffom gross income tOr federal 
inco1ne tax purposes of interest components of the Base Rental evidenced and represented by the Certificales. If the 
c:redit Facility is a surety bond or insurance policy such ('red it Facility shall be for the tenn of the Bonds. ,\,nounts on 
deposit in the Reserve Fund for which a ('redit Facility has heen substituted shall be transferred as directed in \vriting by 
a City Representative. 

( c) If on any Interest Payment Date the amounts on deposit in the Base Rental Fund are less than the principal and 
inlcresl payments due with respect to the ('ertificates on such date, the Trustee shall transfer fron1 the Reserve Fund (pro 
rala fron1 the Series 2007A Reserve A::count and the Taxable Series 20078 Reserve Account based on aggregate 
principal amount of each series of Certificates then Outstanding) for credit to the Base Rental Fund .;1n ainount sufficient 
to make up such deficiency. In the event of any such transfer, the ]'n1stee shall itn1nediately provide written notice to the 
City of the amount and the date of such transfer. 

(d} For purposes of detennining the· a1nount on deposit al any titne in the Reserve Fund, the Trustee shall value all 
Pcnnitted Investments on or before each March I and Septe1nber I at the greater of cost or ,narket v1lue. In 111aking any 
such valuations under the Trust Agreeinent the Tnistee ,nay utilize and rely upon securities pricing services that may be 
available to it including those within its regular accounting systen1. Any moneys in the Reserve Fund in excess of the 
Reserve Requirement (pro rata based on aggregate principal a,nount of each series of Certificates t'1en ()utstanding) on 
each March l and Septe1nber l, com1nencing Septe1nher l, 2007, and at such other time or lin1cs as directed by the City 
in a v.Titten order signed by a City Repr;:sentalive and delivered to lhc ·rrustce, shall be transferred to the Base Rental 
Fund and applied to the payment of the :1rincipal of and interest wilh respect to the Certificales on lhe next succeeding 
Interest Payment Date therefor, or transferred to such other fund as 1nay be designated in such \Vritten order. 

Establishment and Application of Rebate Fund 

There is established under the Trust Agreement in trust a special fund designated the '"Rebate Fund," which shall be held 
by the Trustee and which shall he kept separate and apart from all other funds and money held by the Trnstee. Amounts 
received by the Trustee as Additional Re1tal with respect to any rebate require1nent as set fbrth in Vvritten instructions of 
a City Representative in accordance wil1 the provisions of the Tax Certificate shall be deposited in the Rebate Flrnd. 
Amounts on deposit in the Rebate Fund shall only be applied to payments made to the United Stales of America in 
accordance with •.vrittcn instn1etions of ::1 City Representative or returned to the C.'ity as directed .n writing by a City 
Representative. 

Surplus 

After (a) (i) payment or prepayment or provision for payment or prepayment of all amounts due with respect to the 
Certificates and payment of all fees and expenses to the Trustee, or (ii) <lefeasance of the c:ertificates pursuant to the 
Trust Agreement, and (b) the transfer of any additional an1ounts required 10 be deposited into the Rebate Fund pursuant 
to a Written Request from a ('ity Representative in accordance with the ·rax c:ertificate, any amount~ remaining in any of 
the funds, accounts or subaccounts established under the Trust Agree1nent (except tbr the Rebate Fund) and not required 
fi:)r such purposes shall aHer payn1ent of any amount~ due to the Tn,stee as evidenced by a Written Certificate of a (~ity 
Representative, be remitted to the City and used for any lawfl,l purpose thereof; provided, however, that in the event of 
defeasance, amounts shall not be remitted to the City until the City has delivered or caused to be delivered an opinion of 
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Independent Counsel to the effect that remission of such amounts to the City shall not affect the exclusion tfom gross 
incon1e tOr federal income tax purposes of interest with respect to the Certificates. Investment Earnings on an1ounts on 
deposit in all funds. accounts or subaccounts established under the T n1st Agreement shall be applied as provided therein. 

Additional Rental 

In the event the Trustee receives Additional Rental pursuant to the Project Lease, the Trustee shall establish a separate 
fund for such Additional Rental and deposit any such amounts therein and such Additional Rental shall be applied by the 
Trustee solely to the payment of any costs in respect of which such Additional Rental was received, and shall not be 
co1n1ningled in any way \Vith any other funds received by the Trustee pursuant to the Project Lease or the Trust 
Agree1ncnt. :'.\Jotwlthstanding the foregoing, to the extent such Additional Rental was paid to replenish atnounts on 
deposit in the Reserve Fund or for deposit into the Rebate Fund, such amounts shall be deposited into such funds. 

,<\.pplication of Insurance Proceeds 

If the Leased Property or any portion thereof shall be damaged or destroyed, the City shall make an election either to 
prepay Certificates or to repair or replace the Leased Properly or affected portion thereof in accordance with the 
provisions of the Project Lease. Notwithstanding the provisions of the Projecl Lease, a (:ity Representative shall, \vithin 
180 days of the occurrence of the event of damage or destruction ( unless such time period is extended at the option of the 
(~ity ), notify the Trustee in \Vriting of its election. The proceeds of any insurdncc ( other than any rental interruption 
insurance). including the proceeds of any self-insurance, received on account of any damage or destruction of the Leased 
Property or a portion thereof shall as soon as possible be deposited with the Trnstee and be held by the Trustee in a 
special fund (the '"Special Fund'') and made available for and, to the extent necessary, shall be applied to the prepayment 
of Certificates in accordance with the Trust Agree1nent or applied to the cost of repair or replacement of the Leased 
Property or the affected portion thereof: in either case upon receipt of a written request of a City Representative. 'I'he 
Trustee may conclusively rely on ~my such written request. Pending such application, such proceeds may be invested by 
the Trnstee as directed by a City Representative in Permitted Investments that mature not later than such times that such 
moneys arc expected to be needed. 

The proceeds of any insurance, including the proceeds of any self-insurance, remaining atler the Leased Property or any 
portion thereof which was damaged or destroyed is restored to and made available to the City in substantially the same 
condition and fair rental value as that \Vhich existed prior to the damage or destruction or the prepayment, or provision 
for the prepayment, of Certificates as required in the Trnst Agreement, in each case as evidenced by a certificate signed 
by a City Representative to such effect, shall be deposited into the applicable account in the Reserve Fund to the extent 
that the amount therein is less than the applicable Reserve Requirement. Any amounts not required to be so deposited 
into the Reserve Fund pursuant to the preceding sentence shall, if there is first delivered to the 1'rustee a written 
certificate of the Director of Property to the effect that the annual fair rental value of the Leased Property after such 
damage or destruction, and after any repairs or replacements made as a result of such darnage or destruction, is at lea1,t 
equal to the 1naximu1n amount of Base Rental payments becoming due under the Project Lease in the then current 
Project Lease Year or any subsequent Project Lease Year, be paid to the City to be used for any lawful purpose. If the 
City cannot deliver the certificate described in the preceding sentence it shall so notify the Trnstec in writing, and then 
any excess amounts shall be transferred by the Trnstee to the Base Rental Fund and used to prepay Certificates pursuant 
to the Tn1st Agreement unless the ('ity otherwise directs in writing that such amounts are to be transferred to the Rebate 
Fund. 

Eminent Domain 

If the Leased Property or any portion thereof shall be taken by eminent domain proceedings ( or sold to a government 
threatening to exercise the power of e1ninent domain) then the e111incnt don1ain provisions set forth in the Project Lease 
shall apply. 1\otwithstanding the provisions of the Project Lease, the City shall, with the prior written consent of a City 
Representative, within 90 days of the conclusion of the eminent domain proceeding, notify the Trustee in writing of 
whether the Leased Property will be replaced or the Certificates prepaid. The proceeds of any condemnation award shall 
as soon as possible be deposited with the Trustee and be held by the Tmstee in a special fund and made available for and, 
to the extent necessary, shall be applied to prepay Certificates in accordance with the Tmst Agreement or applied to the 
cost of replacement of the Leased Property, in either case upon receipt of a w-ritten request of a City Representative. The 
Trustee may conclusively rely on any such written request Pending such application, such proceeds may be invested by 
the Trustee as directed by a City Representative in Permitted Investments that mature not later than such times that such 
1noneys are expected to be needed. 

The proceeds of any condemnation award remaining atler the Leased Property has been replaced by property available lo 
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the City in substantially the sa1ne condition and tUir rental value as lhat which existed prior to ·.he c1ninent domain 
proceedings or the prepayment. or provision for the prepay1ncnt. of ('ertificates as required in the !"rust Agreement, in 
each case as evidenced by a certificate signed by a (~ity Representative to such eflt'ct, shall be deposited into the 
applicable account in the Reserve Fund to the extent that the a1nount therein is less than the applicable Reserv·e 
Require1nenL Any a1nounts not required to be so deposited into the Reserve Fund pursuant to tht preceding sentence 
shall, if there is first delivered to the Tn1stee a written certificate of the Director of Propet1y to the eft"ect that the annual 
fair rental value of the Leased Property (including any replace1nent properly) i~ at least equal to the maximum ::unount of 
Base Rental pay1nent!, bcco111ing due under the Project Lease in the then current Project Lease Y e,.r or any subsequent 
Project Lease )( ear, he paid to the ('.ity to be used for any la\vful purpose. If the City cailllot d::::liver the certificate 
described in the preceding sentence it shall so notify the Trustee in writing. and then any exce:.;s amounts shall be 
transfcn·ed by the Trustee to the Hase Rental Fund and used to prepay C~erlificatcs pursuant to the Tn1st AgrL'Cinent, 
unless the City othenvise directs in \\Tiling lhat such an,ounts are lo be transferred to lhc Rebate Fund. 

Title Insurance 

Proceeds of any policy of title insurance received by the Trnstee in respect of the Leased Property or any portion thereof 
fi.)r the benefit of the ()wnen:; ~hall be applied and disbursed by the Trustee as follows: 

(a) If the City determines that the title detect giving rise to such proceeds has not materially affected the City's 
right to the use and pusscssion of the Le::-.sed Property and \Viii not result in an abate1nent of Base Rental payable by the 
(~ity under the Project Lease, upon \vriltitn d!fection of the C'ity such proceeds shall be deposited into the Reserve Fund 
to the extent that the amount therein is less than the Reserve Requirement. An1ounts not required to be so deposited 
shall, if there is first delivered to the ·rrustee a written certificate of a ('ity Representative to the etfect that the annual f3ir 
rental value of the Leased Property, notv .. ·ithstanding the title defect for which the pay1ncnt was made. is al least equal to 
the maximum amount of Base Rental becoming due under the Project Lease in the then current Project Lease Year or 
any subsequent Prqjcct Lease Year, be paid to lhc ('ity to be used for any lawful purpose. If the ('i:y cannol deliver the 
certificate described in lhe preceding seff:ence, then such a1nounts shall be transferred to lhe Base Rental Fund and used 
to prepay Certificates pursuant to the Tru'.>t Agree1nent. unless the (~ity otherv.rise directs in writing that such a1nounts arc 
to be transfCrrcd to the Rebate Fund. 

(b) If any portion of the Leased Property has been affected by such title defect, and if the City certifies m writing 
that such title detect will result in an abatement of Base Rental payable by the City under the Project Lease, then upon 
written direction of the City either (i) the Trustee on behalf of the City shall use the insurance proceeds to remove the 
title defect, or (ii) the Trustee shall, if not notified in writing by a City Representative within 90 days of the receipt by the 
'I'rustee of the insurance proceeds that the ('ity will use the proceeds to remove the title defect. deposit such proceeds in 
the Base Rental Fund, and such proceeds shall be applied to the prepayment of Certificates in the mam1er provided in the 
'f'ntst Agreement. 

( c) Any excess proceeds with respect to title insurance re1naining after application pursuant to the tenns of the 
Trust Agreement shall be paid to the City to be used for any lawful purpose. 

Investments 

Money held by the Tmstee in any fund or account under the Trust Agreement shall be invested hy the T mstee in 
Permitted Investments, pending application as provided therein, solely at the Written Direction of a City Representative, 
shall be registered in the name of the Trustee, if registrable, for the benefit of the 0"11crs, and :;hall be held by the 
Trustee. A City Representative shall, 'Nhere applicable, direct the Tn1stee prior lo 12:00 p.m. Pacific time on the 
Business Day prior to the da1e any PL"Ilnitted lnvestn,cnt matures or is redee1ned as to the reinvestrnent of the proceeds 
thereof: Money held in any Jlind, account, or subaccount under the Trust Agree1nent may be comr1ingled for purposes 
of invcst1nent only; provided, however, 1.hat each fund, account, or subaccount held by lhe 1'rustee- thereunder shall be 
accounted for separately. If a City Representative shall fail to provide the Trustee with Written Direction with respect to 
any moneys subject to invest1nent, the ·rruslee shall, nevertheless, invest such moneys in Permitted [nvestrnents listed in 
clause (a) that mature on the day prior to the next Interest Payment Date or in Permitted Investment; described in clause 
(d) of the definition thereof; whichever yield is greater on the date of such investment; provided. however, that with 
respect to funds on deposit in the Reserv:: Fund. absent Written Direction to the ·rrustee, the Truste,e shall, nevertheless. 
invest such moneys in Permitted Investments listed in clauses (a), (d) or (h), which (i) will mature 011 the day prior to the 
next Interest Payment Date; and (ii) bears the highest net yield. 

The Trnstee understands and acknowledges that any investments and reinvestments shall be made afler giving full 
consideration to the lin1e at which funds are required to be available under the Trusl J\gree1nent and to the highest yield 
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practicably obtainable giving due regard to the safety of such funds and the date upon which such funds will be required 
for the uses and purposes required by lhe Tn1st Agrccn1cnt provided, however, that investments purchased \Vith funds 
on deposit in the Reserve Fund shall have an average aggregate weighted tenn to maturity not greater than five years. 
The Tn1stee may act as agent in the making or disposing or any invest1nent. The Trustee shall not invest any n1oneys 
held under the Trust Agree1nent in Permitted lnvestn1ents oilered hy or through the Trustee or its affiliates unless ( 1) the 
Tntstee detennines such investment is consistent with the investment restrictions contained therein. (2) all ft'es charged 
are reasonable. and (3) a C'ity Representative expressly consents in writing to the investinent of the funds in the specific 
Pem1illed Invesunent. The foregoing consent must be received for each specific investment; blanket consents shall have 
no effect All consents 1nust be express and in writing and signed by a City Representative. 

For lhe purpose of detennining the a1nount in any fund or account under the Trust Agreement other than the Reserve 
Fund, all Permitted Investments shall be valued on or before each March I and September 1 at the greater of cost or 
1narket value. All Permitted Inveshnents on deposit in the Reserve Fund shall be valued on or before each March 1 
and September I. 

'fhe Trustee shall deposit. as and when received, a11 Investn1ent Earnings on a1nounts on deposit in all funds. accounts 
and subaccount.s maintained by it under the 'frust Agree1nent \Vith respect to the ('crtificatcs as tbllows (i) all Invest1nent 
Earnings on amounts on deposit in the Base Rental Fund and the applicable account in the Project Fund shall be retained 
therein; (ii) all Investment Earnings on amounts on deposit in the Reserve Fund shall be transferred 10 the Base Rental 
Fund, unless the City othenvise directs in \Vriting that such amounts are to be transferred to the Rebate Fund; (iii) all 
lnvest1ncnt Earnings on a1nounts on deposit in the Rebate Fund shall be retained therein; and (iv) all Investment 
Earnings on amounts on deposit in the c:osts of Issuance Fund shall be retained therein; in each case, unti] such moneys 
arc expended or such funds are closed as provided in the Trust Agreement. 

Trustee 

The Trust Agreement describes the Trustee and its duties, the procedures for its removal, resignation and compensation, 
and procedures for the appoint1nent of any successor "l'rustee. In carrying out its duties under the Trust Agreement, the 
Tn1stee shall use the same debrree of care and skill in its exercise as a prudent person would exercise or use in the 
conduct of such person's own afl'airs. 

The City 1nay remove the Tn1stee at any time unless an Event of Default shall have occurred and then be continuing. and 
shall remove the Trustee if at any time requested to do so by an instrument or concurrent instru1nents in writing signed 
by the Owners of not less than a maJority in aggregate principal amount of the Certificates then Outstanding (or their 
attorneys duly authorized in writing) or if at any ti1ne the Trustee shall cease to be eligible in accordance with the Trust 
1\greement, or shall become incapable of acting, or shall be adjudged a bankrupt or insolvent. or a receiver of the Trustee 
or its property shall be appointed, or any public officer shall take control or charge of the Tmstee or of its property or any 
substantial portion thereof or afiairs for the purpose of rehabilitation, conservation or liquidation, in each case by giving 
written notice of such removal to the l'rustee and thereupon shall appoint a successor Tn1stee by an instrument in 
writing. 

"!'he Trustee may at any time resign hy giving written notice of such resignation by first class mail, postage prepaid, to 
the City and to the 0\:\'Ticrs. Upon receiving such notice of resignation, the City shall appoint a successor Trustee by an 
instru1nent in writing. The Trustee shall not be reJieved of its duties until such successor ·rrustec has accepted 
appointment, other than pursuant lo court order. 

·rhe Trustee 1nust be a corporation, banking association or trust company doing business and having a corporate trust 
office in California and (i) having a combined capital and surplus of at least S50,000.000 and subject to supervision or 
examination by federal or state authority or (ii) a wholly-owned subsidiary of a bank, tmst company or bank holding 
company meeting on an aggregate basis the tests set out in c]ause (i) above. If such corporation, banking a-;sociation, or 
trust company publishes reports of condition at least annually, pursuant to law or to the requirements of any supervising 
or examining authority above referred to, then for the purposes of the Tn1st Agreement the combined capital and surp]us 
of such corporation, banking association or trust company shal1 be dee1ned to be its cotnbined capital and surplus a:., set 
forth in its most recent report of condition so published. In case al any time the Tmstee shall cease to be eligible in 
accordance with the provisions of the Trust Ai,>reement, the Trustee shall resign immediately in the manner and with the 
effect specified in the Trust Agreement 

Amendments to Trust Agreement 

The Trust Agreement may be amended in writing by agreement between the parties, but no such amendment sha11 
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become effective as to the ()wners unless and until approved in writing by the 0\vners of a lY1t~jority in agbrregate 
principal an1ounl of Certificates then Outstanding. :\lotwithstan<ling the flll"egoing, the ·rrust Agree1nent and the rights 
and obligations provided therehy 1nay also be 111odified or a1nended at any tin1e v.'ithou! the consent of any 0\vners upon 
the \Vritten agreement or a ('ity Representative and the T111stee. but only (a) for the purpose of curing any a1nbiguity or 
omission relating lhereto, or of curing. correcting or supple1nenting any defective provision contained in the ·rrust 
Agree1nent, (b) in regard lo questions arising under the Trust Agrec1ncnt V.'hich the C:ity and the Tn1stee may deem 
necessary or desirable and nol inconsistent V.'ith the Trust Agree1nent and which shall nol rnaterially adversely affect the 
interests of the ()\vners of the (~ertificates then ()utstanding, (c) to preserve and n1aintain the exclusion tfo1n gross 
incon1e for federal income tax purposes of interest \Vith respect 10 lhc ('ertificates, ( d) to qualify the Tn1s1 Agreen1enl 
under the ']'rust indenture Act of 1939, as amended. or corresponding provisions of federal lavv fi'om ti111e to tin1e in 
effect or ( e) for any other rea-;on. provided such modification or a1nend111ent docs nol adversely affect the interests of the 
()v.1ners of the ('ertificates then ()utstanding~ provided that the C'ity and the Trustee n1ay rely, in entering into any such 
amend1nent or 1nodification or the ·rrust :\greement. upon the opinion of lndependent Counsel (which opinion may rely 
upon the opinions of other experts, consultants or advisors) stating that the require1ncnls of the sentence have been met 
\.vith respect lo such a1nendment or n1odification. :,..Jo amend1nent shal1 in1pair the right of any Owner to receive principal 
and interest with respect to his or her (\:rtificate without the consent of the aft"ected O\.vner. No such amendment or 
supplement shall (I) extend the payment date of any Certificate or reduce the rate of interest with respect thereto or 
extend the ti1nc of payment of such int(~resl or reduce the a1nount of principal represented thereby \vithout the prior 
\.Vritten consent of the Ov.11er of the (~e11ificalc so affected. or (2) reduce the percentage of ()\.vners \vhose consent is 
required for the execution of any amendment of the Trust Agreetnent or any supplement tJ1ereto, or (3) 1nodify any of the 
rights or obligations of the ·r1ustee v.'ith< ,ut its prior \\Titten consent thereto, or ( 4) an1end the a1nen<ln1cnt provisions of 
the Trust 1\gree1nent, without the prior \vritten consent of the Owners of all (~ertificates then Outstanding. 

Amendments to Property Lease or Project Lease 

The Property Lease or the Project Lease may be amended in writing by ab>reement between the parties thereto, with the 
written consent of the l'rustee, but no such a1ncnd1nent shall beco1ne effective as to lhe ()wners of the C'ertificates 
()ulstanding unless and until approved in Vv'riting by the Owners of not less than a majority of the aggregate principal 
amount of Certificates then C>utstanding. Notvvithstanding the fiJregoing, the Property Lease, the Project Lease and the 
rights and obligations provided thereby ,nay also be modified or amended al any tin1e without the consent of any 
()wners. upon the written agreement between the respective parties thereto, but only (a) for the purpose of curing any 
a1nbiguity or 01nission relating thereto. or of cunng, correcting or supplementing any defective provision contained in the 
Property Lease or the Project Lease, (b) in regard to questions arising under the Property Lease or the Project Lea1,e, 
which the City and the Trustee deen1 necessary or desirable and not inconsistent with the tem1s thereof and which shall 
not 1naterially adversely affect the intere;ts of the ()wners of the (~ertificates then Outstanding, ( c) to 1nodify or amend 
the description of the Lea,;;ed Property to release fro1n the Property Lease or the Project Lease any portion thereof or to 
add or substitute other property and/or in1provements for the Leased Property or any portion thereof. or ( d) fOr any other 
reason, provided such modification or a1ncndn1cnl does not materially adversely affect the interests of th~ affected 
Owners; provided that the City and the Trustee may request and rely, in entering into any such amendment or 
n1odification thereof or giving its consent thereto, upon the opinion of Independent Counsel (which opinion may rely 
upon the certificates or opinions of other experts, consultants or advisors) staling that the requirements of this sentence 
have been met with respect to such amendtnent or n1odification. 

Nonvithstanding anything in the ·rn1st P,greement to the contrary, no a1nend1nent to the Property Lease or the Project 
Lease for the purpose of adding, substitcting or releasing property and/or improvements as set fort:, in clause ( c) above 
shall be effective unless and until the City shall have satisfied the requirements set forth in the Project Lease. 

Certain Covenants 

C'ity to Pe;~fonn Proper{v Lease and J>rvject Lease. The City covenant~ and agrees with the ()1.vners to perform all 
obligations and duties itnposed on it under the Property Lca-;e and the Project Lease. 

C'ompliance -rvith Tn,st Agrec,nent. ]be ·rrustee will not execute or deliver any (:ertificates in any maru1er other than in 
accordance wilh the provisions of the Trust Agree1nent, and the (~ity will not suffer or permit any default by it to occur 
thereunder, but wi11 failhfu1ly co1nply \Vith, keep, observe and perfonn all the agree1nents, condition::;., covenants and 
terms required to be complied with, kept, observed and performed by it. 

Accounting Record,; and Sta!ements. The Trustee \Vill keep proper accounting records in which cotnplete and correct 
entries shall be 1nade of all transactions relating to the receipt, deposit and disbursement of the Base Rental, and such 
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accounting records shall be avai]able tOr inspection by the C'ity or any ()\vner or his agent duly authorized in writing \Vith 
prior notice al reasonable hours and under reasonable conditions. 

Tax A4atters. In order to maintain the exclusion from gross income H)r federal income tax purposes of the interest with 
respect lo the ('ertificales, the C:ity covenants to comply with each applicable requirement of Section 103 and Sections 
141 through 150 or the Code. In furtherance of this covenant. the C'ity agrees to comply \Vith the covenants contained in, 
and the instructions given pursuant to, the ·rax ('ertificate. The Tn1stee agrees to co1nply \Vith any written instructions 
received ffom a City Representative which such City Representative indicates must be follo\ved in order to comply with 
the Tax ('ertificate. The Trustee shall have no duty or responsibility lo enforce compliance by the City of such covenant 
or the lerms of the Tax Certificate. 

C'ontinuiug Disclosure. The (~ity has covenanted under the Project Lease that it will con1ply \Vith the provisions of the 
Continuing Disclosure Certificate. Notwithstanding any other. provision of the Trust Agreement, failure of the (:ity to 
comply with lhe (=onlinuing Disclosure Certificate shal1 not be considered an Event of Default; ho\vcver, lhe Trustee, to 
the extent indetnnified from and against any cost liability or expense. n1ay (and. al the request of any Participating 
Un<lenvriter (as defined in the Continuing Disclosure Certificate) or the ()wners of at least 25°10 aggregate principal 
a1nount of ()utstanding Certificates, shall) or any (~ertificate holder or Beneficial ()wner n1ay1 take such actions as 1nay 
be necessary and appropriate, to cause the C:ity to co1nply \vith the provisions of the Continuing Disclosure c:ertificate. 

Events of Default 

Any one or more of the fol1owing events are an ''Event of Default" under the Tn1st Agreen1ent: 

(a) the City fails to deposit any required Base Rental payment with the Trustee; or 

(b) the City breaches any other provision of the Project Lease or fails to observe or pertOnn any covenant, 
condition or agreement on its part to be observed or performed under the Trust Agreement, other than such failure as 
may constitute an Event of Default under clause (a) above, for a period of 60 days after written notice, specifying such 
failure and requesting that it be remedied, has been given to the City by the Trustee or to the City and the Trustee by the 
Owners of not less than a majority in aggregate principal amount of the Certificates then Outstanding. provided, that 
f3ilure to comply with the Continuing Disclosure Certificate shall not constitute an Event of Default under the Trust 
Agreement; provided, further, however, if the failure stated in the notice cannot be corrected within such 60-day period, 
then such period will be extended so long as corrective action is instituted by the City within such period and diligently 
pursued until the default is corrcclcd, but only if such extension would not materially adversely atJect the interest of any 
Owner. 

Remedies on Default 

Upon the occurrence and continuance of any payment Event of Default specified in the Trust Agreement, the Trustee 
shall proceed, or upon the occurrence and continuance of any other Event of Default under the Trust Agreement, the 
Trustee may proceed (and upon written request of the Owners of not less than a majority of the aggregate principal 
amount of the Certificates then Outstanding, shall proceed) to exercise the remedies set forth in the Project Lease to the 
extent an Event of Default has occurred under the Project Lease. 

Provisions Relating to the Insurance Policy 

Insurer Provisions. The provisions set forth under this heading "Provisions re]ating to the Insurance Policy" and further 
set forth in the Trust Agreement shall apply notwithstanding anything lo the contrary set forth in the Trust Agreement 
while the Insurttnce Policy is outstanding and the Insurer is not in default of any of its payment obligations under the 
Insur.tnce Policy. 

Permitted Investments. Permitted Investments shall be valued by lhe Trustee as frequently as deemed necessary by lhe 
Insurer. but not less often than quarterly. at the market value thereof, exclusive of accrued interest. Deficiencies in the 
amount on deposit in any fund or account resulting from a decline in market value shall be restored no later than the 
succeeding valuation date. Inveshnents purchased with ftmds on deposit in the debt service reserve fund shall have a 
term to maturity of not t,'Teater than five years. 

Rese,..,,.,e F'uncl Requiren1ents. 

(a) Deficiencies caused by a drawing on the Reserve Fund shall be replenished by the City from 
Additional Rental within 12 months of the dale of the related deficiency. 

(b) Any Credit Facility provided in lieu of a cash deposit into the Reserve Fund, other than the one 
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provided by the insurer, shall conforn1 to the rcquirc1ncnts set forth in the Trust Agreement. 

Prcpay1nent "'.'-Jotices. Notice of any prepayment of ('ertificates shall either (i) explicitly state that the proposed 
prepayn1ent is conditioned 01'1 there being on deposit in the Base Rental Fund on the prcpay1nent dat,: sufficient rnoney to 
pay the ful1 prepay1nent price of the ('ertificatcs to he redcen1cd, or (ii) be sent only if sufiicient 111oney to pay the full 
prepaytnent price of the (~ertificates to he redeen1ed is on deposit in the Base Rental Fund. 

DefUult-Re/ated ProvL5ions. 

(a) The Trustee shall, to the extent there are no other available fonds held under the Tmst Agreement, use 
the ren1aining funds in the Project Fund to pay principal of or interest \vith respect to the Certificates in the event of a 
payment defau11; provided, however, that this provision 1nay be \vaived in the discretion of the Insurer. 

(b) ln dclennining whether a payment defi1ult has occurred or \vhether a pay1nen1 \vith respect to the 
(~ertificates has hecn 1nade under the Tr .1st Agreernent, no effect shall be given to pay1nents made under the Insurance 
Policy. 

(c) The Insurer shall receive immediate notice of any payment default and notice of any other default 
known to the Trustee within 30 days of the Trustee's knowledge thereof 

(d) For alJ purposes of the provisions set forth in the 1'rust Agree1nent, except the giving of notice of 
default to c:ertificatcholders, the Insurer shall be dee1ned to be the sole holder of the (~ertificates it has insured fiJr so long 
as it has not failed to comply with its pay1nent obligations under the Insurance Policy. 

(e) The lnsur<T shall be included as a party in interest and as a party entitled to (i, notity the City, the 
Trustee or any receiver of the occurrence of an event of default and (ii) request the 'I'rustee or any re·:eiver to intervene in 
judicial proceedings that affect the Certificates or the sectuity therefor. The Tn,stee or any receiver shall be required to 
accept notice of default tTon1 the Insurer. 

A1ne11dn1ents and Supplements. Any amend1nent or supplement to the Trust .A.green1ent, the Project Lease or the 
Property Lease shall be subject to the pri,Jr vvritten consent of the Insurer. Any rating agency rating the Certificates sha11 
receive notice of each amcnd1nent and a copy thereof at least 15 days in advance of its execution or adoption. The 
Insurer shall be provided with a tllll tra1script of all proceedings relating to the execution of any such an1end1ncnt or 
supplement. 

DefCasance Provisions. Only cash, dire.:::t non-callable obligations of the United States of A1nerica and securities fully 
and unconditionally guaranteed as to the ti1nely pay1nent of principal and interest by the United States of .A.merica, to 
vvhich direct obligation or guarantee the full faith and credit of the United States of America has bt:en pledged. RetCorp 
interest strips, CATS, TIGRS, STRPS. or defeased municipal bonds rated AAA by S&P or Aaa by Moody's (or any 
combination of the foregoing) shall be used to effect defeasance of the Series 2007A Certificates unless the Insurer 
otherwi~e approves. In the event of an advance rethnding, the City shall cause to be delivered a verification report of an 
independent national1y recognized certified public accountant. If a forward supply contract is employed in connection 
,vith the prepayment. (i) such verificatio1 repo11 shall expressly state that the adequacy of the escrow to acco1nplish the 
prepay1nent relies solely on the initial escrowed invest1nents and the maturing principal thereof and interest income 
thereon and does not assume performance wider or compliance with the forward supply contract. and (ii) the applicable 
escrow agreement shal1 provide that in the event of any dis<.:repancy or diflerence between the terms of the forward 
supply contrd.ct and the escrow agreement, the terms of the escrow agreement shall be controlling. 

PaJ'lnents under the Insurance Poli(V. 

(a) It: on the third day preceding any Interest Payment Date there is not on deposit with the Trustee 
sufticient moneys available lo pay all principal of and interest \vith respect to the Certificates d·Je on such date, the 
l'rustee sha11 innnediately notif)' the Insurer and U.S. Hank ·rrust National Association, Ne\v York, New York or its 
successor as its Fiscal Agent (the ''Fiscal Agent") of the amount of such deficiency. I( by such Interest Payment Date, 
the C:ity has not provided the a1nount of such deficiency, the Trustee sha11 sin1ultaneously make available to the Insurer 
and to the Fiscal Agent the registration books for the Certificates maintained by the Trnstee. In addition: 

(i) The Tmstcc shall provide the Insurer with a list of the Certi[icateholders entitled lo receive principal 
or interest payments from the Insurer under the tenns of the Insurance Policy and shall make arrangen1ents for 
the Insurer and its Fiscal Agent (I) to mail checks or drafts to Certificateholders entitled to receive foll or partial 
interest payments from the Insurer and (2) to pay principal of the Certificates surrendered to the Fiscal Agent by 
the Certificateholdcrs entitled lo receive full or partial principal payments from the Insurer; and 
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(ii) The Trustee shall, at the time it 1nakes the registration books available to the Insurer pursuant to (i) 
above. notify Certlficateholders entitled to receive the payment of principal of or interest with respect to the 
Certificates fiom the Insurer ( 1) as to the fact of such entitlement, (2) that the Insurer will remit to them all or 
part of the interest payn1ents coining due subject to the tenns of the Insurance Policy, (3) that, except as 
provided in paragraph (b) below, in the event that any Ce11ificatcholdcr is entitled to receive foll payment of 
principal from the Insurer. such Ccrtificateholdcr must tender his (~ertificate vvith the instrument of transfer in 
the fonn provided on the (:ertificate executed in the name of the Jnsurer, and (4) that, except as provided in 
paragraph (b) below. in the event that such Ccrtificateholder is entitled to receive partial payment of principal 
tl·om the Insurer, such Certificateholder must tender his ('ertlficate for payment first to the Trustee, which shall 
note on such Certificate the portion of principal paid by the Trustee, and then, with an acceptable form of 
assignment executed in the name of the Insurer, to the Fiscal Agent, \Vhich \Viii then pay the unpaid portion of 
principal to the (:ertificaleholder subject to the tenns of the Insurance Policy. 

(b) In the event that the Tmslee has notice that any payment of principal of or interest with respect to a 
Certificate has been recovered from a Certificateholder pursuant to Ure United States Bankmplcy Code by a tmstee in 
bankruptcy in accordance ,.vith the final, nonappealable order of a court having competent jurisdiction, the Tntstee shall, 
at the time it provides notice to the Insurer, notify all Certificateholders that in the event that any Ce11ificateholder's 
payment is so recovered, such Certificaleholder will be entilled lo payment from the Insurer to the extent of such 
recovery, and the Trustee shall furnish to the Insurer its records evidencing the pay1nents of principal of and interest with 
respect to the Certificates which have been made by the Tn1stce and subsequently recovered fh)n1 c:ertificateholders, and 
the dates on which such pay1nents were made. 

(c) The Insurer shall, lo the extent ii makes payment of principal of or interest with respect lo the 
C'ertificates, become subrogated to the rights of the recipients of such payments in accordance with the terms of the 
Insurance Policy and, to evidence such subrogation, ( i) in the case of subrogation as to claims for past due interest, the 
Trustee shall note the Insurer's rights as subrogcc on the registration books maintained by the Trustee upon receipt from 
the ln.'iurer of proof of the pay111ent of interest thereon to the Certificateholders of such Certificates and ( ii) in the case of 
subrogation as to claims for past due principal, the Trustee shall note the Insurer's rights as subrogee on the registra.tion 
books for the Certificates maintained by the Trustee upon receipt of proof of the payment of principal thereof lo the 
Certificateholders of such C:ertificates. Notwithstanding anything in the Trust Agreement or the Certificates to the 
contrdry, the Trustee shall make payment of such past due interest and past due principal directly to the Jnsurer to the 
extent that the Insurer is a subrogee with respect thereto. 

Defeasance 

If all Certificates shall be paid and discharged as provided in the Trust Agreement, then all obligations of the Trustee and 
the City under the Trust Agreement with respect to all Certificates shall cease and terminate, except only (i) the 
obligation of the Trnslee lo pay or cause to be paid to the Owners thereof all sums due with respect to the Certificates 
and lo register, transfer and exchange Certificates under the Trust Agreement, (ii) the obligation of the City lo pay the 
amounts owing to the Trustee under the Trust Agreement and (iii) the obligation of the City to comply with the 
provisions of the Trust Agree1nen1 relating to rebate and lax covenant"i. Any funds held by the l'rustee at the time of 
such termination which are not required for payment to Owners, or for pay1nent to be made to the Trustee by the City, 
shall be paid to the City lo the extent of any amounts owed lo it as evidenced by a certificate of a City Representative and 
any excess shall be paid lo the City. 

(a) Any Certificate or portion thereof in an Authorized Denon1ination shall be deemed no 1onger Outstanding 
under the Trust Agreement if paid or discharged in any one or more of the fOllowing ways: 

(i) by well and lnily paying or causing lo be paid Ure principal and interest with respect to 
such Certificates which have become due and payable; 

(ii) by depositing with the Trustee, in trust, cash (insured al all times by the Federal Deposit 
Insurance Corporation or otherwise collateralized with Government Obligations) which, together with the 
amounts then on deposit in the Base Rental Fund and the Reserve Fund and dedicated to this purpose is 
fully sufficient to pay \Vhen due all principal ot: pre1niu111, if any, and interest due with respect thereto; or 

(iii) by depositing with the Trustee. in trust, Defeasance Securities in such amount as in the 
written opinion of a certified public accountant wi11, together with the interest to accrue on such Dcfeasance 
Securities \Vithout the need tbr reinvestment, he fully sufficient to pay when due all principa], premium, if 

D-16 



any, and interest wilh respect to such c:ertificate to the (~ertificale Payn1ent Date or earl:er prepayment date 
thereof. nol\vithstanding that such (~e1iificatcs shall not have been surrendered for pay1n1;nt. 

(b) Notwiths1anding the foregoing, no deposit under clauses (a)(ii) or (a)(iii) above shall be deemed a payment of 
such ('ertificates until lhe earlier to occur of: 

(i) proper notice:: of prepayn1cnt of such ('ertlficate shall have been previously given in 
ac<.:ordance \Vith the Trust Agree1nent to the ()wners thereof or, in the event such C:ertificatc is not by ils 
tern1s subject to prepayment within the next 45 days of rnaking the deposit under clauses (ii) and (iii) of 
subsection (a) above, a CJty R,::prcscntativc shall have given the Trustee irrevocable written instn1ctions to 
mail by first-class tnail. postage prepaid, notice lo the ()wners of such Certificate as soon as practicable 
stating that the deposit required by clauses (ii) and (iii) of ::,;ubsection (a) above, as applicable, has been 
made with the Tru.;;tee and that such (~ertificatc is dce1ned to have heen paid and further slating such 
prepayn1ent date or dates upon which money will be available for the payment of the principal and accrued 
interest thereon: or 

(ii) 1hc Ccrtificat, Payment Date of such Certificates. 

(c) Any frmds held by the Trustee at the time of the first to occur of the events described above with respect to all 
C'ertificates. which are not required tOr pay1nent to O'A1ners, or for pay1nent to be n1ade to the Trustee by the C'ity, shall 
be paid to the C'ity to the extent of any a1nounts owed to it as evidenced by a certificate of a (jty Rep·~esentativc. 

PROPERTY LEASE 

Lease of Leased Property 

Under the Property Lease the City leases the Site to the Trustee, together with all buildings and iirprovcments thereon 
(collectively, the "Leased Property"), sub.iect (i) to the tenns of 1hc Property Lease and any and all covenants, 
rescn...-ations, exceptions and other matters that are of record and (ii) to Pcnnitted Encu111branccs. The ('ity also granl"i to 
the Trustee such rights of ingress and egress lo the Site as the ·rruslee 1nay require in order to fulfill its obligations under 
the Prope1iy Lease and under the Project Lease. 

Ownership 

The C,ty represents that it is the sole owner of and holds fee title to the Leased Property. subject to Pennitted 
Encu1nbrances. 

Term 

(a) l'he Property Lease shall con1111cnce on the earlier of the Closing Date or the date of recordation of the Property 
Lease in the official records of the City and end on the earlier to occur of (i) September I. 2040, or (: i) the tennination of 
the Project Lease. 

(b) Upon termination of the Propel1y Lease, all of the Trustee's interest in the Leased Property shall vest with the 
City. 

Assignment and Project Lease 

As long as the Project Lease is in effect and there has been no event of default under the Project Letse, the Trnstee shall 
not assign, mortgage, hypothecatc or otherwise encumber the Property Lease or any rights thereunder or the leasehold 
created by the Prqject Lease pursuant to any trust agree1nent, indenture or deed of trust or othetwisc, or sublet the Leased 
Property, in alJ cases, \Vithout the written consent of lhe City. The Cily expressly approves and co::1sents to the Prqjcct 
Lease. 

Right of Entry 

The City reserves the right fOr any of its duly authorized representatives to enter upon the Lea,ed Property at any 
reasonable tin1e. 

Expiration 

The Trustee agrees, upon the >'.!Xpiration of the Property Lease. lo quit and surrender the Leased Property together with al1 
improvements thereon; it be1ng the understanding of the parties to the Property Lease that upon termination of the 
Property Lease title to the Leased Property shall vest in the City free and clear of any interest 01- the Trustee or any 
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assignee of the Trustee. 

Taxes 

1'he City covenants and agrees to pay any and all laxes and assessments, if any, levied or as:.-;essed upon the Leased 
Property and all buildings and improvements thereon. 

Eminent Domain 

If the \Vhole or any part of the Leased Property shall be taken under the power of eminent don1ain, the interest of the 
Trustee shall be reco1,'11ized and is determined to be the aggregate amount of unpaid Base Rental payments under the 
Project Lease through the remainder of its term (excluding any contingent or potential liabilities), and any eininent 
domain proceeds shall be paid to the Trnstee. as assignee of the interest of the Tmstee under the Property Lease, in 
accordance \Vilh the tenns of the Project Lease and the 1'rust A .. greeinent. 

Default 

In the event that the Trustee or its assignee shall be in default in the perfonnancc of any obligation on its parl to be 
performed under the tem1s of the Property Lease, the City may exercise any and all remedies granted by law, except that 
no merger of the Property Lease and of the Project Lease shall be deemed to occur as a result thereof: provided, 
howcvl-'T, that the City shall have no pov,/er lo tern1inate the Property Lease by reason of any default on the part of the 
Trustee or its assignee so long as any (~ertificate is Outstanding. So long as any such assignee of the "l'rustec or any 
successor in interest to the 1'rustee shall duly perforn1 the terms and conditions of the Property Lease. such assignee shall 
he deemed to be and shall become the tenant of the City thereunder and shall be entitled to al I of the rights and privileges 
granted under any such assignment. 

Partial Invalidity 

If any one or more of the ten11s. provisions. promises. covenant<.; or conditions of the Property Lease sha1l to any extent 
be adjudged invalid, unenforceable, void or voidable for any reason whatsoever by a court of competent jurisdiction, 
each and all of the remaining tenns, provisions, promises. covenants and conditions of the Property Lease shall not be 
aflected and shall be valid and enforceable to the fol lest extent permitted by law. 

THE PROJECT LEASE 

Project Lease Term; 'fransfer of Title To City 

Under the Project Lease the Trustee leases the Leased Property to the City, and the City leases the Leased Property from 
the Trustee and agrees to pay the Base Rental and the Additional Rental as provided therein for the right lo use and 
occupy the Leased Property, all on the terms and conditions set forth in the Project Lease. 

The term of the Project Lease shall begin on the Closing Date and end on the earliest of (a) September I, 2040, or (b) at 
such earlier date as the Certificates and all other a1nounts due thereunder and under the Trust Agreement shall have been 
paid or provision for their payment shall have been made in accordance with the Trust Agreement, or ( c) the date of 
termination of the Prqject Lease due to casualty or condemnation in accordance with its tenns; provided, however, that to 
the extent permittc'<l by law, if Base Rental has been abated in any year in accordance with the Project Lease or has 
otherwise gone unpaid in whole or in part, the term of the Project Lease shall end on the earlier of September I, 2050 or 
the date on which no Certificates remain outstanding and all Additional Rental has been paid. 

Upon the tennination of the Project Lease ( other than as provided in the eminent domain or default provisions thereof), 
all of the Tmstee's right. title and interest with respect to the Leased Property, and any improvements thereon or 
additions thereto, shall be transferred directly to the City or, at the option of the City, to any assignee or nominee of the 
City, in accordance with the provisions of the Project Lease, free and clear of any interest of the Trustee. Upon such 
termination. the Trustee shall execute such conveyances. deeds and other documents as may be necessary to effect such 
vesting of record. 

Rent 

Rental Pavments. Under the Project Lease, the City a1,>rces, subject to the terms thereof'. lo pay lo the Trustee the Base 
Rental and to pay to the parties entitled thereto Additional Rental ln an aggregate amount not greater than the fair rental 
value of the Leased Property in each Project Lease Year. In satisfaction of its obligations under the Project Lease, the 
City shall pay the Base Rental and Additional Rental in the amounts, at the times and in the manner set forth below, such 
amounts constituting the aggregate rent payable under the Project Lease. 
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Base Rental. The City agrees to pay, from any legally available funds, aggregate Base Rental in the a1nounts set forth 
under the caption "Base Rental'' in Exhibit B to the Pr~ject Lease. which constitutes the principal and interest 
represented by the c·ertificates. The Base Rental consists of annual rental payments with principal and interest 
co1nponents, the interest con1ponents being paid sen1iannually as interest on lhe principal co1npone1t'i computed on lhc 
basis of a 360-day year composed of twelve 30-day months. The Base Rental payable hy the City shall be paid in arrears 
and shall be due on March 1 and September I in each year and payable on each February 25 and August 25 during the 
Project Lease Tenn, cotnmcncing August 25. 2007. Base Rcnlal payable on August 25 and the t'bllowing February 25 
shall be for the period fron1 March I of the prior year lo February 28 or 29, as the case may be. of the current year~ 
provided, however. that the aggregate Base Rental payable on August 25. 2007 and February 25. ::008 shall be for the 
period from the Closing Dale lo February 29, 2008. 

The City shall deposit the Base Rental with the ·1 rustee for application by the Trustee in accordance with the terms of the 
·rrusl Abrree1nenl. In the event any such dat~ of deposit it> not a Business Day. such deposit shall be made on the next 
succeeding Business Day. ln no event shall the a111ount of Base Rental payable exceed the aggregate amount of principal 
and interest required to be paid or prepaid on the corresponding lnlcrcsl Pay1ncnt Dale as represented by the Outstanding 
(~ertificates. accordlng to their tenor. 

Not\vithstanding any other provision of the Project Lease, the C'ily shall receive a credit for any Base Rental payment if 
and to the extent ( i) moneys are on deposit in the Base Rental Fund held under the Trust /\gree1nent ( or will be 
transfen·cd fro1n the CapitaliLed Interest Account or the Reserve Fund to the Base Rental Fund pursu,u1t to the Trust 
.A.grcc1nenl) and are available for the pay111ent of Base Rental evidenced by the Certificates or (1i) inYest1nent earnings on 
Pennitted investments will be deposited in or credited to the Base Rental Fund on or after a Base R.ental payment date 
but on or prior to the applicable Interest Payment Date. 

Additional Rental. In addition to the Base Rental. the City agrees to pay as Additional Rental all of the following: 

(i) All taxes and assessments of any nature whatsoever, including but not li1nited to excise 
taxes, ad valorcm taxes, ad valorc1n and specific lien special assess1ncnts and gross receipts taxes, if any, 
levied upon the Leased Property or upon any interest of the Trustee or the ()v.1ners therein or in the Project 
Lease; 

(ii) Insurance premiums. if any, on all insurance required under the provisions of the Project 
Lease: 

(iii) All fees, cos1s and expenses (not othcrv.1isc paid or provided for oul of the proceeds of the 
sale of the Certificates) of the Trustee and any paying agent in connection with the Trusl Agreement; 

(iv) 
Certificate; 

Amounts required to be deposited in the Rebate Fund in accordance with lhc Tax 

(v) Any other fees, costs or expenses incurred by the Trustee in connection with the 

execution, performance or enbrcement of the Project Lease or any assignment of the Project Lease or of 
the Trust Agreement or any of the transactions contemplated thereby or related 10 the Leased Property; 

(vi) Amounts required to replace, maintain and repair the Leased Property pursuant to the 
Project Lease: 

(vii) Amounts required to replenish any deficiencies in the applicable Reserve Account to 
satisfy the applicable Reserve Jlequiretnent; and 

(viii) Amounts required to pay or reimburse the Insurer for any and all charges, fees, costs, and 
expenses that the Insurer 1nay reasonably pay or incur in connection with the :bllowing: (i) the 
ad1ninistration, enforcement, defense, or preservation of any rights or ::.ecurity the Project Lease or under 
the Trust Agreement or the Property Lease; (ii) the pursuit of any remedies under the Project Lease, under 
the 'rrust Agree1nent or the Property Lease, or otherwise afforded by 1aw or equity, (iii) any an1endment, 
waiver. or other action with respect to or related to the Project Lease, the "I'n1st Agree1nent or the Property 
Lease: (iv) the violation by the City of any law, rule. or regulation or any judgn1ent, order or decree 
applicable lo it; (vl any advances or payments made by the Insurer to cure defaults of the City under the 
Pro1ect Lease, the Trust Agreement or the Properly Lease; or (vi) any litigation or other dispute in 
connection with lhe Project Lease. the ·rrust Agrccn1cnl or the Property Lease, or the transactions 
conten1platcd by the Project Liase or thereby, other than amounts resul1ing from the fllilure of the Insurer 
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to honor its paytnent obligations under the Insurance Policy. The Insurer reserves the right to charge a 
reasonable fee as a condition to executing any a1nendment, "'-aiver, or consent proposed in respect of the 
Project Lease. the Trust Agreement or the Property Lease. Such payment obligations of the City lo the 
Insurer shall survive discharge and termination of the Project Lease. 

Ammmts constituting Additional Rental payable under the Project Lease shall be paid by the City directly to the person 
or persons to who1n such a1nounts shall be payable. The (~ity sha11 pay all such amounts \vhen due or at such later ti111e 
as such a1nounts 1nay be paid \Vithout penalty or, in any other case, v.:ithin 30 days afler notice in \\.triting Jfom the 
Trustee to the City stating the amount of Additional Rental then due and payable and the purpose thereof. 

Budget 

The City covenants under the Project Lease to take such action as 1nay be necessary to include all Rental Payments due 
in its annual budget and to make the necessary annual appropriations tOr alJ such Rental Pay111ents, subject to the Prqject 
Lease. The require1nent to include the Rental Pay1nents in the annua] budget and to 1nake the necessary appropriations 
therefor are deemed to be, and shall be constrned as, ministerial duties imposed by law. Notwithstanding the foregoing. 
the obligation of the City to n1ake Base Renta1 or Additional Rental payments does not constitute an obligation of lhc 
City for which the City is obligated to levy or pledge any fonn of taxation or for which the City has levied or pledged 
any fom1 of taxation. Neither the Certificates nor the obligation of the City to make Base Rental or Additional Rental 
payments constitutes an indehtedness of the City, the State or any of its political subdivisions within lhe 1neaning of any 
constitutional or statutory debt li111itation or restriction. 

Rental Abatement 

Except to the extent of (i) available amounts held by the Trustee in the Base Rental Fund or in the Reserve Fund, 
(ii) amounts, if any, received in respe1.:t of rental interruption insurance, and (iii) amounts, if any. otherwise legally 
available to the City for payments in respect of the Project Lease or to the Tn1stcc for payments in respect of the 
Certificates, Rental Payments due under the Project Lease shall be subject to abatement in accordance with the Project 
Lease during any period in ,vhich. by reason of material damage, destruction or condemnation of the Leased Property or 
any portion thereof. or due to defects in title to the Leased Property, or any portion thereof, there is substantial 
interference with the right to the use and occupancy of the Leased Property or any portion thereof by the City. 1'he 
amount of annual rental abatement shall be such that the resulting Rental Pay1nents in any Project Lease Y car during 
which such interference continues. excluding any amounts described in clauses (i), (ii), (iii) above, do not exceed the 
annual fair rental value of the portions of the Leased Property with respect to which there has not been substantial 
interference, as evidenced by a certificate of a c:ity Representative. Such abatement shall continue JOr the period 
co1nmencing with the date of such damage. destruction, conde1nnation or discovery of such title defect and ending with 
the restoration of the Leased Propenty or portion thereof to tenantable condition or correction of the title defect. In the 
event of any such damage, destruction. condemnation or title defect, the Project Lease shall continue in full force and 
effect, except as set forth in the Project Lease. Notwithstanding the foregoing, the City in its sole discretion may in lieu 
of abatement elect. but is not obligated, to substitute property for the damaged, condemned or destroyed Leased 
Property. or portion thereof. pursuant to the Project Lease. 

Pursuant to the Project Lease. Base Rental is calculated on an annual basis, and rental abatement shall also be calculated 
on an annual basis taking into account the entire twelve month period co1nmencing March 1, within which the damage or 
destruction occurs. If al any time it shall be necessary to calculate rental abatement, for purposes of calculation for any 
twelve month period commencing March I and ending February 28 or 29, as the case may be, the total amount of !lase 
Rental payable within such twelve-month period shall be divided by 360 days and consist of twelve 30-day months. The 
maximum amount of daily rental abatement for such twelve-month period shall not exceed the result of such calculation. 
-rhe 1naximum an1ount of dai1y abatement for any period of less than t\velve months shall be calculated in a 1nanner 
consistent with the preceding two sentences. 

Triple Net Lease 

The Project Lease is intended to be a triple net lease. The City agrees that the Rental Payments provided for therein shall 
be an absolute net retun1 to the 1'rustee free and clear of any expenses, charges or set-offs whatsoever. 

Replacement, Maintenance and Repairs 

The City shall. at its own expense and as dctennined and specified by the Director of Real Estate, during the Project 
Lease Ten111naintain the Leased Property, or cause the same to be maintained, in good order, condition and repair. The 
City shall replace any portion of the Leased Property that is destroyed or damaged to such an extent that there is 
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substantial interference ,vith the right to the use and occupancy of the Leased Property or any portion thereof by the ('ity 
that would result in an abaten1ent of Rental Pay1nents or any portion thereof pursuant to the Pn~j·2ct Lease; provided, 
ho,vever. that the ('ity shall not be required to repair or replace any such portion of the Leased Properly pursuant to the 
Project Lca:.,;c iflherc shall be applied to the prepayn1ent of Outstanding ('ertificates insurance or conden1nation proceeds 
or other legally available funds sufficient to prepay (i,l all of the ('ertificates Outstanding and to pay all other a1nounts 
due under the Project Lease and under the Trust Agreetnent. or (ii) any portion thereof such that the resulting Rental 
Pay1ncnts payable pursuant to the Project Lease in any Project Lease Year tOllo,ving such partial prcpay111en1 arc 
sufficient to pay in the then current and any future Project Lease Y car the principal and interest with respect to all 
(:ertificatcs to remain ()utstanding and all other ainounts due under the Project Lease and under the Trust Agree1ncnt, to 
the extent it is due and payable in such PrJject Lease Year. 

The (:ity shall provide or cau~e lo be provided all security service. custodial service. janitorial service and other services 
necessary for the proper upkeep and 1naintenance of the Leased Properly. It is understood and agreed thal in 
consideration of the pay111ent by the City of the llental Payn1ents provided 10r in the Project Lease, the (jty is entitled to 
use and occupy the Leased Property and the ·rrustee shall have no obligation lo incur any exp1~nse of any kind or 
character in connection with the managernenL operation or n1aintenance of the Leased Property during the Project Lease 
·renn. ·rhe ·rrustec shall not be re4uired at any time to 1nake any improve111ents. alteralions, changes, additions, repairs 
or replace1nents of any nature \Vhatsoevcr in or to the Leased Property. The City expressly \vaiv·es the right to 1nakc 
repairs or to perfonn 1naintenance of the Leased Property at the expense of the Tn1stee and (to the extent pern1ittcd by 
law) waives the benefit of Sections 1932. 1941 and I 942 of the California Civil Code relating theretc,. 

The C~ity shall keep the Leased Property free and clear of all liens. charges, security interests and encu1nbrances other 
than (i) those existing on or prior to the ('losing Date or on or prior to the date any properly is :.,;ub:.,;tituted for the Leased 
Property or any portion thereof pursuant to the Project Lease which arc covered by the exceptions and exclusions set 
forth in the title policies delivered pursuant to the Project Lease, as applicable, and expressly approved by the City, 
including the exceptions listed on Schedule B lo the Pro Fonna Policy, and (ii) any liens of 111echanics. n1aterialmen, 
suppliers. vendors or other persons or entities for \Vork or services perfonned or 111aterials furnished in connection with 
the Leased Property that arc not due anc payable or the a1nount. validity or application of v.1hich is being conlested in 
accordance with the Project Lease (collectively, the ''Permitted Encumbrances"). 

Taxes, Other Governmental Charges and L;ti!ity Charges 

The City contemplates that the Leased Property will be used for a governmental purpose of the City and. therefore, that 
lhe Leased Property \vill be exen1pt frorn all taxes presently assessed and levied with respect to the Leased Property. 
Nevertheless, the City agrees to pay dwing the ProJect Lease Tenn, as the same respectively become due. all taxes 
(except for income or t!anchise taxes of the Trustee), utility charges and governmental charges of any kind whatsoever 
that 1nay at any tiine be lawfully assessed or levied against or with respect to the Leased Property; provided, however, 
that with respect to any governmental clnrges that may lawfolly be paid in installments over a periad of years. the City 
shall be obligated to pay on]y such instalhncnts as arc accrued during such time as the Project Lt:ase is in effect; and 
provided forther, that the City may contest in good faith the validity or application of any tc.x, utility charge or 
govemn1ental charge in any reasonable rr1anncr that, in the opinion of Independent Counsel does no1 adversely affect the 
right. title and interest of the Trustee in and to any portion of the Leased Property or its rights or interests under the 
Project Lease or subject any portion of the Leased Property to loss or forfeiture. Any such taxes or charges shall 
constitute Additiona] Rental under the Project Lease and shall be payable directly to the entity assessing such L:"lXes or 
charges. 

Insurance 

TI1e City shall maintain or cause to be maintained, throughout the Project Lease Tenn (but during the period of 
construction of the Project only if such insurance is not provided by the contractor under the construction contract for the 
Project): 

( l) General liability insurance against damages occasioned by reason of the construction of 
improvements to, or operation ot: the Leased Property. Said policy or policies shall provide coverage in 
the following minimum amoLnt: $5,000,000 combined single limit for bodily and personal injury and 
property damage per occurrence. Such liability insurance may be maintained as part of or in conjunction 
with any other liability insurance coverage carried by the City. 

(2) All risk property insurance on all structures constituting any part of the Leased Property 
in an a1nount equal to the (.lutstanding principal amount of Certificates (to the extent commercially 
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available), but in no event less than the replacement cost of the Leased Property. Said insurance shall, as 
nearly as practicable, cover loss or damage by fire, lightning, explosion, windstorm. hail. riot, civil 
cornn1otion, vandalism. 1nalicious 1nischicf aircraft, vehicle da1nage, smoke and such other hazards as are 
norn1ally covered by such insurance. 

(3) To the extent commercially available, earthquake insurance in an amount equal to the 
lesser of the Oulstanding principal amount of the ('crtificatcs or the replacement cost of the Leased 
Property: provided that no such earthquake insurance shall be required if the Risk Manager files a written 
reco1nmendation annually with the Trustee that such insurance is not obLainablc in reasonable amounts at 
reasonable costs on the open 1narket from reputable insurance co1npanics. 

(4) Rental interruption insurance with the 'rrustee as a named insured, as its interests n1ay 
appear, in an amount not less than the aggregate Base Rental payable by the City pursuant to the Project 
Lease for a period of at least 24 inonths (such a1nount to be adjusted annually on or prior to March 1 of 
each year, commencing March I, 2008. to reflect the actual scheduled Base Rental payments due under the 
Project Lease for the next succeeding 24 1nonths ), to insure against loss of rental incon1e from the Leased 
Property caused by perils covered by the insurance required by clauses (2) and (3) above. Such insurance 
shall not be subject to any deductible. 

(5) Boiler and machinery insurance, comprehensive forn1. insuring against accidents to 
pressure vessels and 1nechanical and electrical equipment, with a property da1nage limit not less than 
55,000,000 per accident. 

(6) Builders' risk msurance in an amount equal to the replacement cost of the improvements 
relating to the Project. \Vhich insurance shall be outstanding until Final Co1npletion of the Project. 

All policies of insurance required under clauses (2), (3), (4) and (5) above shall name the City and the Trnstce as the 
insured parties and shall provide that all proceeds thereunder shall be payable to the Trustee pursuant to a lender's loss 
payable endorsement substantially in accordance with the fonn approved by the Risk Manager. and all amounts so paid 
to the Trustee shall be applied as provided in the Trust Agreement. All policies of insurance required under clauses(!), 
(2), (3) and (5) may provide for a deductible amount that is commercially reasonable (as determined by the Risk 
Manager). 

All policies of insurance required by the Project Lease shall be in a fonn or forms certified by the Risk Manager (as 
provided below) to be in compliance with the requirements of the Project Lease. The City shall pay when due the 
premiums ibr all insurance policies required by the Project Lease. All insurance under the Project Lease shall be primary 
to any other insurance available to the City. and shall apply separately to each insured against vvhom claim is made or 
suit is brought and shall provide that the Trustee shall be given 30 days' notice of cancellation ( l O days if for 
nonpayment of premiu1n) or intended non-renewal. All insurance required to be 1naintained pursuant to the Project 
Lease may be maintained either separately or as a part of any insurance carried by the City. but if 1naintaincd as part of 
other insurance carried by the City, shall specifically identify the Leased Property as being covered by such insurance, 
the amount of coverage applicable to the Leased Property, and the amount of the deductible applicable to the Leased 
Property. All insurance must be provided by a conunercial insurer rated "A-, VIII" or higher by AM. Best Company. 

The City shall certify in writing to fhe Trnstee by no later than March 1 of each year, commencing March I, 2008, that 
there is in effect the insurance or self-insurance required by the Project Lease. The Risk Manager will also, at that time, 
file the written recommendation required by the Project Lease if no earthquake insurance has been obtained by the City, 
and shall also certify that the insurance the City has obtained pursuant to the Project Lease is in a form or forms which 
arc in con1pliance \Vith the requirements of the Project Lease. 

Notwithstanding anything in the Project Lease to the contrary, the City shall have !he right to adopt alternative risk 
management programs to insure against any of the risks required to be insured against tmder the Project Lease, including 
a program of self-insurance (other than rental inten·uption insurance and title insurance), in who]e or in part; provided 
that (i) any such alternative risk management progran1 has been approved as reasonable and appropriate risk 
management by the Risk Manager. and (ii) any reserves set aside for such program shall be cenlfied at least annually on 
each March 1, commencing March I, 2008, as to their adequacy by the Risk Manager in a certificate delivered to !he 
Trustee. In addition, any of fhe Mayor, Controller, Director of Real Estate or Director of Public Finance of the City may, 
if in the best interests of the City. approve such other types of insurance, including any increases ln the insurance 
coverdge required by the Project Lca-;c, upon the recommendation of the Risk Manager. or in connection with obtaining 
or maintaining any rating on the Certificates. 
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The (:ity shall deliver lo the Trustee, on the date of execution and delivery of the Certificates. evidence of th~ 
commitmenl of a title insurance company to issue a ('L.rA or .A.LT A policy of title insurance. in an amount at least equal 
to the initia] aggregate principal a1nount of the Certificates, showing tee title of the Sile in the narne of the ('ity and a 
leasehold interest in the Leas?d Property in the na1ne of the Tn1stce, and nan1ing the insured partie:, as the Cily and the 
Trustee, for the benefil of the O\vners of the (~ertificates. 

I Jens 

The City pron1ptly sha11 pay or cause to be paid all sums of n1oncy that 1nay become due fr)r any labor, services. 
materials, supplies or tquipn1ent alleged ·.o have been furnished or to be fun1ished to or for, in. upon or about the Leased 
Prope11y and that 1nay be secured hy any 1nechanic's. rnateriallnan's or other lit:n against the Lensed Prope1ty, or the 
interest of the rfn1stee therein, and shall cause each such lien to be 1lllly discharged and released; provided. ho,vever, that 
the City or the Tmstee (i) may contest in good faith any such claim or lien wilhoul payment thereof so long as such non
payn1ent and contest stays execution or 1:nfOrce1nent of the lien, hul if such lien is reduced to final judgment and such 
judg111ent or such process as n1ay be issued for the enforce1nenl thereof is not stayed. or if stayed and the stay thereafter 
expires, then and in any such event the City shall forthwith pay and discharge such judgment :Jr lien, or ( ii) delay 
payment without contest so long as and lo the extent that such delay will not result in the impositi,)n of any pena1ty or 
forfeiture. 

Acquisition. Construction and Renov:1tion of the Project 

"J'he ·rn1stee agrees to acquire, construct and renovate. or cause the acquisition. constn1clion and renovalion of, the 
Project pursuant to the plans and specifications subn1itted to and approved by the City, as the sar1e 1nay be amended 
fro111 tin1e to tin1e by the City. The Tru~;tee appoints the ('ity as its agent for the purposes of construction, n:novation, 
installation and equipping, as necessary, of the Pn~ject. The City, as agent of the Trustee. shall use its best efTorts to 
cause the construction. renovation and installation to be pert'onned diligently to the end that the Pr~ject will be 
substantially completed in accordance \.vilh the aforesaid plans and specifications on or prior to March 31. 20 l 0. The 
City shall cause the acquisition, construction, renovation, installation or improvement to the Project to be completed in 
accordnnce with any applicable requircn1ents of govemn1ental authorities and law. Upon Final C'o1nplction of the 
Proiect. the City shall promptly deliver to the Tmstee a Certificate of Final Completion, in the form attached to the 
Project Lease, stating that the Project has been co1npleted and is being fully used and occupied by the City. 

Application of Insurance Proceeds. 

General. Proceeds of insurance, if any. received in respect of destruction of or damage to any portion of the Leased 
Property by fire or other casualty or event, or proceeds ol~ earthquake insurdncc, if such eart1quake insurance is 
obtained. shall be paid to the Tn1stee fi)r application in accordance with the provisions of the Trust Agreement. lf there 
is an abate1nent of Rental Payments pursuant to the Project Lease as a result of such casualty or event, and the City elects 
pursuant lo the provisions of the Trust Agree1nent to apply such insurance proceeds and such other sums as arc deposited 
pursuant to such section to the prepayrnent or (:erti ticates rather than to the replacement or repait of the destroyed or 
damaged portion of the Leased Property, then the Project Lease shall terminate with respect to the d,:stroyed or damaged 
portion of the Leased Property as of the later of the date of such election by the Tmstee or the date the amount required 
by the Trust Agreement is rC(;cived by th1: Trustee and in either case, after payment of any AdditionzJ Rental o,ved under 
the Project Lease. Jf the ('ity elects, pursuant to the Trust Agreen1cnt. to apply such proceeds to the repair or 
replacement of the portion of the Leased Property that has been dmnaged or destroyed and there has been m1 abatement 
of Rental Payments pursuant to the Project Lease, then Rental Payments shall again begin to accrue with respect thereto 
upon repair or replace1ncnt of such portion of the Leased Property. 

Title Insurance. In accordance with the provisions of the Trust Agreement, proceeds of title insurance received with 
respect to the Leased Property shall be paid to the Trustee for application. 

Eminent Domain 

Total Condemnatinn. If the Leased Property, or so much thereof as to render the remainder of the Leased Property 
unusable fOr the City's purposes under the Project Lease, shall be taken under the po,ver of eminent domain, then the 
Project Lease shall tenninate as of the later of the day possession shall be so taken and the date of entry of the 
interlocutory judgment mid in ei!hcr case, after payment of any Additional Rental owed thereunder. 'lotwithstanding the 
foregoing. the City may, at its option, but is not obligated to apply !he proceeds relating to the condemnation to the 
replacement of the condenmed Leased Property, and in the event there has been an abatement of Rental Payments 
pursuant to the Project Lease. then Rental Pay1nents shal1 again begin to accrue with respL'Ct thereto upon replacement of 
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the Leased Property. 

Partial (})nde,nnation. [f less than a substantial portion of the Lea<.;cd Property shall be taken under the power of 
etninent domain, and the remainder is useable fOr the (~ity's purposes, then the Project Lease shall continue in full force 
and ctfecl as to the remaining portions of the Leased Property, subject only to such rental abate1nent as is required by the 
Project Lease. The (:ity and the 'I'n1stee waive the benefit of any la\v to the contrary. Any award made in eminent 
domain proceedings for the taking shall be paid to the Trnstee for application in accordance with the provisions of the 
Tn1st Agrec1ncnt. lf 1he City elects. pursuant to the Trust Agreement, to apply such proceeds to the repair or replacement 
of the condemned portion of the Leased Properly, and in the event there has been an abatement of Rental Payments 
pursuant to the Project Lease, then Rental Payments shall again begin to accrne with respect thereto upon the completion 
of repair or replaccn1cnl of such portion of the Leased Property. 

Prepayment of Rental Payments 

The City may prepay, or cause to be prepaid, all or any portion of the principal component of Base Rental payments then 
unpaid as provided under "THE CERTIFICATES -- Prepayment of the Series 2007 A Certificates" and "- Prepayment of the 
Series 20078 Certificates." 

i\dditions and Improvements; Removal 

The City shall have the right during the Project Lease Tenn to make any additions or improvements to the Leased 
Property, to attach fixtures, structures or signs, and to affix any personal property to the Leased Property, so long as the 
f.:1ir rental value of the Leased Property is not thereby 1naterially reduced. Title to all fixtures, equipment or personal 
property placed by the City on the Leased Property shall remain in the City lo the exlenl that such items may be removed 
From the Site without damage. Title to any personal property, improvements or fixtures placed on any portion of the 
Leased Property by any sublessee or licensee of the City shall be controlled by the sublease or license agreement 
between such sub lessee or licensee and the City, \vhich sublease or license agreement shall not be inconsi::,tent with the 
Project Lease. 

Default 

Events o/Default. The following shall be events of default under the Project Lease: (i) the City shall fail to deposit with 
the Trustee any Base Rental payment required to be so deposited pursuant to the Project Lease by the related Interest 
Payment Date; (ii) the City shall fail lo pay any item of Additional Rental as and when the same shall become due and 
payable pursuant to the Project Lease; or (iii) the City shall breach any other terms, covenants or condition::, contained in 
the Project Lease, in the Properly Lease or in the Trnst Agreement, and shall fail to remedy any such breach with all 
reasonable dispatch within a period of60 days atler \vritten notice thereof from the l'rustee, or its assignee lo the City, or, 
if such breach cannot be remedied within such 60-day period, shall fail to institute corrective aclion within such 60-day 
period and diligently pursue lhe same lo completion; provided, however, that failure to comply with the Continuing 
Disclosure Certificate shall no1 constitute an event of default under the Project Lease. 

Remed;es on Default. The Tn,stee shall have the right, at it::, option, without any further deinand or notice (i) to reenter 
the Lea'ied Property and eject all parties in possession therefrom and, without tenninating the Project Lease, relet the 
Leased Property as the agent and for the account of the City upon such tenns and conditions as the Trnstee may deem 
advisable, in which event the rents received on such reletting shall be applied as set forth in the Trust Agreement; 
provided, that if a sufficient sum shall not be realized to pay such sums and other charges then the City shall pay lo the 
·rruslee any net deficiency existing on the date when the Base Rental or Additional Rental is due under the Project Lease; 
provided, however, that such reentry and reletting shall be done only with the consent of the City, which consent is 
irrevocably given; or (ii) in lieu of the above, so long as the Trustee does not terminate the Project Lease or the City's 
possession of the Leased Property, to enforce all of ils rights and remedies under the Project Lease, including the righl to 
recover Base Rental payments as they become due under the Project Lease pursuant to Section 1951.4 of the California 
Civil Code by pursuing any remedy available in law or in equily, excepl as expressly provided in the Project Lease. Any 
reentry shall be allowed by the City without hindrance, and the Trustee shall not be liable in damages for any reentry or 
be guilty of trespass. The Trustee or any assignee of the rights of the 'frustee under the Project Lease shall not exercise 
its remedies thereunder so as to cause the interest with respect to the Certificates to be includable in gross inco1ne fOr 
federal income tax purposes or the interest with respect to the c:ertificates to be subject to State personal inco1ne tax. 
Notwithstanding any other provision of the Project Lease or the Trust Agreement, in no event shall the Trnstee have the 
right to accelerate the payment of any Base Renlal under the Project Lease. 

Each and every remedy of the l'n1stee or any assignee of the rights of the Trustee under the Project Lease Js cumulative 
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and the exercise of one remedy shall not ·.mpair the right of the l'nlstee or its assignee to any or all oJher remedies. If any 
statute or rule validly shall limit the remedies given to the Trustee or any assignee of the rights of the Trustee, fhe Trustee 
or its assignee nevertheless shal1 he entitl~d to whatever re1nedies are allo,vahlc under any statute or rule ofla\v. 

All damages and other pay1ncnts received by the Tn1stee shall be applied in the 1nanner set forth in the l'rust Agreement. 

r'\.ddition, Release and Substitution 

If no Project Lease Event of Default has occurred and is continuing. the Project Lease 1nay he modified or arnended at 
any ti1ne, and the Trustee may consent 1hereto without the consent of the O'A·ners, if such a1nend1nent is to 1nodify or 
amend the description of the Leased Property or to release from the Project Lease any portion of the Leased Property, or 
to add other property and irnprovernents to the Leased Property or substitute other property and i1nprovements for the 
Leased Property, provided that the City shall have delivered to the Trustee and to the Rating Agencies all of the 
following: 

(i) Executed copy of the Project Lease and, if applicable, the Property L,,ase or amendments 
thereto containing the amended legal description of the Leased Property; 

Jii) Evidence that a copy of the Project Lease and, if applicable, the Property Lease or 
a1nen<l1ncnts to the Project Lease or lo the Property Lease containing the a111ended lcg.:11 description of the 
Leased Property have been duly recorded in the official records of the County ltecon:er of the ('ounty of 
San Francisco; 

(iii I A certificate of a City Representative slating that the annual fair rental value of the 
Leased Property and/or impr0Yen1ents that will constitute the Leased Property aflcr scch addition, release 
or substitution will be at least equal to I 00°/0 of the maxi1num amount of Base Rental pay1ncnts becoming 
due in the then current Project Lease Year or in any subsequent Project Lease Year; 

(iv) A fair mark 1,!l appraisal fron1 the Director of Real Estate setting forth lhe annual fair 
rental value and the fair replacc1n('nl value of the Leased Property and/or improve111ent:; that \.viii constitute 
the Leased Property or any pcrtion thereof after such addition, release or substitution and evidencing that 
such fair replacement value is equal to or greater than the principal amount of the (~ertificates then 
()utstanding: provided that no stH.:h appraisal shall he necessary for the release fro1n the Project Lease and 
the Property Lease. following J'...'inal C'o1npletion of the Project, of portions of the Site and the in1provements 
thereon, other than the Project and the portion of lhe Site directly under the Project; j_ being the intent of 
the parties to the Project Lease that following Final Completion, the Leased Property shall consist solely of 
the Project and the portion of the Site upon which the Project is located; 

(v) In the case of the addition or substitution of property for the then existing Leased 
Property, a CLTA Ovvncr's policy or policies 1necting the requirements of the Project Lease, or a 
co1n1nitment or com1nitment::: tOr such policies or amendments or endorsements ·:o existing policies 
resulting in the issuance of a title insurance policy with respect to the Leased Property af\er such addition 
or substitution in an a1nount at least equal to the atnount of such insurance provided with respect to the 
Leased Property prior to such addition or substitution. Each such insurance instrumeni. when issued, shall 
insure such added or substitut,ed property subject only to such exceptions as do not substantially interfere 
vvith the CHy's right to use and occupy such added or substituted property and as will not result in an 
abatement of Base Rental payments payable by the City under the Project Lease; 

(vii A certificate of a City Representative stating tha1 such addition, release or substitution 
does nol materially adversely afl'ect the ability of the City to pcrfonn its obligations un{cr the Project Lease 
or the Property Lease; 

(vii) (i) An opinion of counsel stating that such amendment or modification (I) is authorized 
or permitted by the Constitution and laws of the State and by the Project Lease, the Property Lease and the 
Trust Agreement; (2) complie:; with the terms of the Constitution and laws of the State and of the Project 
Lease, the Property Lease and the Trust Agreement: and (3) will, upon the execution and delivery thereoC 
be valid and binding upon the Trustee and the City in accordance with its terms: and (ii) an opinion of 
lndependen1 Counsel sta1ing that such amendment or modification will not cause the interest co1nponent of 
the Base Rental paytncnts relating to the Certificates to be included in gross inco1ne for federal income tax 
purposes or the interest co1npcnent of the Base Rental payments relating to the Ce1iificates to be subject to 
State personal inco1ne tax; 
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(viii) A certificate ofa City Representative stating that the useful life of the property that will 
constitute the Leased Property after such addition. re]easc or substitution meets or exceeds the re1naining 
tcnn of the C'ertificates: and 

(ix) A certificate of the Director of Real Estate slating the useful lifo of the property that will 
constilulc the Leased Property after such addition, release or subslitution and that such property is not 
cncu1nbered hy any prior liens ( other than Pern1i11ed Encumbrances and liens \vhich do not, in the 
aggregate. prohibit the use of such property in the n1anner intended by the Cily). 
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APPENDIX E 

FORM OF 
COl'.Tll'.UNG DISCLOSLRE CERTIFICATE 

This C:ontinuing Disclosure (:enificate (the '"Disclosure C'ertificate") is executed and delivered by the (:JT)7 

A:-.ID COUNTY OF SAN FRA:\CISCO (the "City") in connection with the execution and delivery ,if$ 
City and c:ounty of San Francisco Certificates of Participation. Series 2007 A (City Office Buildings J\1ultiplc 
Properties Project) (the "2007A Cc1tificmcs") and S of Cc1tificatcs of Participation, Taxable Series 20078 
(City Of1icc Buildings · Multiple Properties Project) (the ''Series 20078 Certificates" and together with the Series 
2007A c:e11ificates, tl1e "Certificates'') ar,: being executed and deli\'ered pursuant to a Trust Agreement, dated as of May 
1, 2007 (the "Trust Agreement"). between the City and County of San Francisco (the "City"), and Deutsche Bank 
National Trust (\)1npany, as trustee (the ·'Trustee"). 

SECTION I. Pumose of the Disclosure Cemficatc This Disclosure Cenificate is being executed and 
delivered hy the (~ity fi.)r the benefit of lhe J1olders and Beneficial Owners of the C'crtilicalcs and in order to assist lhe 
Participating Undenvritcrs in complying with Securities and Exchange Co1n1nission (''SE("') Ruic 15c2-12(b)(5). 

SECTION 2. Definitions. In ,ddition to the definitions set fonh in the Trust Agreement, which apply to any 
cl:lpitalized tern1 used in this Disclosure ('erlificate unless othen,vise defined in this Seclion, the fr)llo\ving capitalized 
tcrn1s have the following 1neanings: 

"Annual Report" shall mean any Annual Report provided by the (~ity pursuant to, c::.nd as described in, 
Sections 3 and 4 of this Disclosure Certificate. 

"Beneficial ()wner'" shall mean any person \vhich: (a) has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any ('ertificates (including persons holding Certificates through 
nominees. depositories or other intennediaries); or (b) is treated as the owner of any Certificates fer federal income lax 
purposes. 

''Central Post Office" means the DisclosurelJSA vvebsite 1naintained by the Municipal A.dvisory ('ouncil of 
Texas or any successor thereto, or any other organization or method approved by the staff or 1ne1nhers of the SEC as an 
intermediary through which issuers may, in compliance with the Rule. make filings required by this [)isclosurc 
Agreement 

"City Representative" shall mean the Controller of the City or another City official designated by the Controller 
and authorized to act on behalf of the City under or V..'ith respect to this Disclosure (:ertificate. 

"Dissemination Agent" shall 111ean the City, acting in its capacity as Dissemination Agent hereunder, or any 
successor Dissemination Agent designated in \Vriting by the ('ity, which has filed with the City a vvritten acceptance of 
such designation. 

"Holder" shall mean either the registered owners of the Certificates, or, if the Cenifieates are registered in the 
na1ne of The Depository Trust C'on1pany or another recognized depository. any applicable participant in such depository 
system. 

"Listed Events" shall inean any of the events listed in Section 5(a) of this Disclosure Certificate. 

"National Repository'' shall me:.1n any Nationally Recognized Municipal Securities JnfOm1ation Repository for 
purposes of the Rule, The National Repositories currently approved by the SEC are set forth at: 
http://www.sec.gov/lnfo/municipal/nnnsir.ht111. 

'·Participating Undenvriter" shall 1nean any of the original purchasers of the Certificates required to co1nply 
with the Rule in connection with ofl'ering of lhe c:crtificates. 

"Repository" shall rnean each I\ational Repository and the State Repository. 

"Rule" shall mean Rule 15c2-12(b)(5) adopted hy the SEC under the Securities Exchange Act of 1934, as the 
sa1ne 1nay be a1nended from titne to time. 
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"Stale" shall mean the State of California. 

"Slate Reposiwry" shall mean any public or private repository or entity designated by the State as the state 
repository for the purpose of the Rule and recognized as such by the SEC. :\s of the date of this Disclosure l'ertificale. 
there is no State Repository. 

SF.CTlOI\ 3. Provision of Annual Report. 

(a) The City shall, or, if the City is no longer acting as Dissemination Agent, the City shall cause the 
Dissemination Agent to, not later than 270 days after the end ol' the City's fiscal year (cun-ently June 30), commencing 
with the report for the 2006-2007 fiscal year. provide to each Repository an Annual Report which is consistent with the 
require1nents of Section 4 of this Disclosure Certificate. 

The Annual Report n1ay be submitted as a single document or as separate docu1nents comprising a package, 
and may include by reference other information as provided in Section 4 of this Disclosun: Certificate; provided that the 
audited financial statements of the City may be submitted separately from the balance of its Annual Repo,1 and later than 
the date required above for the filing of such Annual Report if they are not available by that dale. If the City's fiscal year 
changes, the City shall give notice of such change in the san1c maru1er as for a Listed Event under Section 5(c) hereof. 

(b) Not later than fiticcn (15) Business Days prior to the date specified in subsection (a) above for 
providing the Annual Report to Repositories, the City (if the Dissemination Agent is other than the City) shall provide 
the Annual Report to the Disse1nination Agent. If by such date, the Dissemination .A.gent has not received a copy of the 
City's Annual Report, the Dissemination Agent shall contact the City to determine if the City is in compliance with the 
first sentence of this subsection. 

(c) lf the Dissemination Agent is unable to verify that the Annual Report of the City is available to 
provide to Repositories by the date required in subsections (a) and (b) of this Secllon, the Dissemmation Agent shall send 
a notice to the Municipal Securities Rulen1aking Board and the State Reposito1y, if any, in substantially the form 
attached as Exhibit A hereto. 

( d) The Dissemination Agent shall: 

(I) determine each year prior to the date for providing the Annual Report the name and address 
of each National Repository and the State Repository, if any; and 

(2) if the Dissemination Agent is other than the City. file a report with the City certifying that the 
A.nnual Report has been provided pursuant to this Disclosure Certificate, stating the date it was provided and listing all 
the Repositories to which it was provided. 

(e) The Annual Report andJor any notice to be provided under Section 5(b) of this Disclosure Certificate 
may be filed with each Repository solely by transmitting the Annual Report or notice lo the Central Post Office unless 
the SF.C has withdmwn the interpretative advisements letter to the Central Post Office dated September 7, 2004. 

SECTION 4. Content of Annual Report. 

The City's Annual Report shall contain or include by reference the following: 

(a) The audited financial statements of the City for the prior fiscal year. prepared in accordance with 
generally accepted accounting principles as pro1nulgaicd to apply to governmental entities from time to ti1ne by the 
GoveffUilental Accounting Standards Board. lf the City's audited financial statements are not available by the time the 
Annual Report is required to be filed pursuant to Section 3( a), the Annual Report shall contain unaudited financial 
statements in a i<>rmat similar to the financial statements contained in the final Official Statement, and the audited 
financial statements shall be filed in the same manner as the Annual Report when they become available. 

(b) The amount of Certificates Outstanding under the Trust Agrecmenl, the balance of the Reserve Fund 
and the status of completion and construction of the Project. 

(c) Summaries of the following: 

(I) budgeted general fund revenues and appropriations; 

(2) assessed valuation of taxable property in the City; and 
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(3) ad valorem property tax levy and delinquency rate. 

(d) A schedu]e of lhc aggregate annual debt service \vith respect to tax-supported indebtedness of the City 
and a su1n1nary of authoriLed, but unissued, tax-suppu1ted indcbtedncs!> of the (:ity. 

(e) A schedule of lease payrnent obligations supported by the C'ity"s (Jeneral Fund with respect to 
outstanding lease revenue bonds and certificates of participation. 

Any or all of the ite:ns listed above n1ay be included by specific rci"'t:rence to other documents, 
including official staten1ents of debt issues of the City or related public entities. which have been subn1iued to each of the 
Repositories or the SEC". If the docuincnt included by reference is a final official stateinent it n1ust he available frotn the 
Municipal Securities Rulemaking Board. The City shall clearly identify each such document so inelmled hy reference. 

SEC:Tl()N 5. Repo11ing or Significant Events. 

(a) Pursuant to lhe provisions or this Section 5. the ('ity shall give. or cause to he given. notice of the 
occurrence of any of the following events with respect to the ('et1ificates, if malerial: 

( 1) principal and Interest paymt:nt delitH..ILK'ncies; 

(2) non-payment related defaults; 

(3) modification~; to rights of Holders; 

(4) optional, contingent or unscheduled Certificate calls; 

( 5) defeasances; 

( 6) rating changes; 

(7) adverse tax opinions or events adversely affecting the tax-exempt status of the Certificates; 

(8) unscheduled draws on the debt service reserves reflecting financial difficulties; 

(9) unscheduled dra,vs on credit enhance111ents reflecting financial difficulties; 

( IO) substitution cf credit or liquidity providers, or their failure to perfon11; and 

( I I) release, substitution or sale of property securing repay1nent of the c:ertifi:ates. 

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event. the ('ity shall as soon as 
possible detennine if such event would be material under applicable federal securities laws. 

(c) If the City determines that knowledge of the occurrence of a Listed Event ,votild be n1aterial under 
applicable fe<lt:ral securities laws, the City ::;hall pron1ptly tile. or cause to have filed, a notice of :,;ucf, occutTence \Vith the 
Municipal Securities Rulemaking Board and the State Repository. Notwithstanding the fOregoing. notice of Listed 
Events described in subsections (a)(4) and (5) need not be given under this subsection any earlier than the notice (if any) 
of the underlying event is given to Holde:s of affected Certificates pursuant to the Trust Agreement. 

SECTION 6. Termination of Reporting Obligation. TI1e City's obligations under this Disclosure Certificate 
shall tenninale upon lhe lq,al defeasar cc, prior prepayment or payment in lull of all of the Certificates. If such 
tern1ination occurs prior to the final maturity of the (~crtificates, the l~ity sha11 give noti(.;C of such ter:nination in the same 
manner as fi.)r a Listed EvL"t1t under Section 5(c). 

SECTIOl\ 7 . .Cilv Representative; Dissemination Agent. The City Representative shall have the authority to 
act on behalf of the ('ity under or wilh n::spect to this l)isclosure ('ertificate. "fhe ('ity may. tfom time to time, appoint or 
engage a Dissemination Agent to assisl it in canying out its obligations under this Disclosure C'.ertificatc. and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissen1ination Agent. "I'he 
Dissen1ination Agent shall not be rcspon.;ible in any manner i<.)r the content or any notice or report prepared by the City 
pursuant to this Disclosure Certificate. 

SECTION 8. Amendment; W1ivcr. Notwithstanding any other provision of this Disclosure Certificate, the 
City may amend or \vaivc lhis Disc]osure Certificate, provided that the a1ncnd111cnl or \vaiver. in the opinion of the c:Jty 
Attorney, is permitted by the Rule. 
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ln the event of any amendment or waiver of a provision of this Disclosure Certificate, the City shall describe 
such amendment in the next Annual Report, and shall include. as applicable, a narrative explanation of the reason for the 
a1nen<lment or \vaiver and it~ i1npact on the type (or, in the case ofa change of accounting principles, on the presentation) 
of financial infonnation or operating data being presented by the (~ity. ln addition, if the a1nendment relates to the 
accounting principles to be fi.1lkl\ved in preparing financial state1nents: (i) notice of such change shall be given in the 
same n1anncr a:.,; for a Li:.-;te<l Event under Section 5; and (ii) the Annual Report for the year in which the change is made 
should present a comparison (in nan·ative fonn and also, ir feasible, in quantitative form) between the financial 
state1nents as prepared on the basis of the ne\v accounting principles and those prepared on the basis of the former 
accounting principles. 

SECTION 9. Additional Information. :>:othing in this Disclosure Certificate shall be deemed to prevent the 
City from disse1ninating any other infom1at.ion, using the means of dissemination set fOrth in this Disclosure C'ertlficatc 
or any other means of comn1unication, or including any other inforn1ation in any Annual Report or notice of occun·ence 
of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the City chooses to include any 
infOrn1ation in any Annual R .. eport or notice of occurrence of a Li:.,;led Event in addition to that \Vhich is specifically 
required by this Disclosure Certificate, the C'ity shall have no obligation hereunder to update such infonnalion or include 
it in any future Annual Report or notice of occurrence of a Listed Event. 

SECTION I 0. Default. In the event of a failure of the City to comply with any provision of this Disclosure 
(~ertificate. the Trustee, pursuant to the Trust Agreement, may (and, al the request of any Participating Underwriter or the 
Holders of at least 25% of the aggregate principal amount of Outstanding Certificates, shall). or any Holder or Beneficial 
Owner of the Certificates may take such actions as may be necessary and appropriate, including seeking mandate or 
specific perfonnance by court order, to cause the ('.ity to cotnply with its obligations under this l)isclosure Certificate; 

provided that any such action may only be instituted in a Federal or Stale court located in the City and County of San 
Francisco, State ofCalifomia. A default under this Disclosure Certificate shall not be deemed an Event of Default under 
the 1·rust Agreement, and the sole ren1edy under this Disclosure Certificate in the event of any t3ilure of the City to 
co1nply with this Disclosure Certificate :.,;hall be an action to compel perfom1ance. 

SECTION 11. Duties of Dissemination Agent. The Disse1nination Agent shall have only such duties as are 
specifically set forth in this Disclosure Certificate. 

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City, the 
Dissemination Agent. if any, the Participating Lnderv..Titers and I-folders and Beneficial Owners fron1 tin1e to time of the 
('ertificates, and shall create no rights in any other pcn,;on or entity. 

SECTION 13. Sevcrability. Any provision of this Disclosure Certificate found to be prohibited by law shall 
not be cftCctive only to the exlcnt or such prohibition. and shall not invalidate lhe re1nainder of this Disclosure 
Certificate. 

Date: ____ , 2007 
CITY AND COUNTY OF SAN FRA!\CISCO 

By: 
Edward M. Harrington, Controller 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILL AN'JUAL REPORT 

Na1ne of Panlcipant: (:ity and ('ounty of San Francisco 

Natnc of Cer1ifitatc Issue: 

DateofDelivery: ___ _ . 2007 

NOTICE IS l lEREBY GIVEN thal the City and County of San Francisco (the "City") has not provided an Annual 
Report \Vith respect to the abovc-na1ned (.\~rtificatcs as required hy Section 3 of the ('iry's ('ontinuing Disclosure 
Certificate dated ____ • 2007. The City anticipates that the Annual Report will be filed by 

Dated: -------

cc: City and County of San Francisco 

on behalfol'the City and County of San Francisco 
as Disse1nination Agent 
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APPENDIX F 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 
Introduction 

Unless other\vise noted. the informaticn contained under the subcaption .. _ General'" below has been provided by 
DT(~ (as defined below). "leither the City nor tht..~ ·rrustcc n1akcs any representations as to the accuracy or the 
completeness of such infonnalion. The beneficial owners of the Certificates should confirm the following 
infonnation \vilh DTC'. the I)ircct Participants (as defined below) or the Indirect Participants (as defined below). 

'.\EITHER THE CITY '.'JOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO 
DIRECT PARTICIPANTS, TO INDIRECT PARTICIPA'\TS OR TO ANY BENEFICIAL OWNER WITH 
RESPECT TO (A) Tl!E ACCURACY OF ANY RECORDS MAl:\TAINED BY OTC, ANY DIRECT 
PARTICIPANT OR ANY INDIRECT PARTICIPANT: (B) A1'Y MrI'ICE THAT IS PERMITTED OR 
REQUIRED TO BE GIVEN TO THE OWNERS OF THE CERTIFICATES UNDER Tl!E INDEl\TURE, (C) THE 
SELECTION BY DTC OR ANY DIRECT PARTICIPANT OR 11'DIRECT PARTICIPANT OF ANY PERSON 
TO RECEIVE PAYMENT ll\ THE EVENT OF A PARTIAL REDEMPTION OF THE CERTIFICATES; (D) THE 
PAYMENT BY DTC OR ANY DlRl-CT PARTICIPANT OR INDIRECT PARTICIPA"iT OF Al\Y AMOLNT 
WITH RESPECT TO THE PRINCIPAL, PREMIUM, IF ANY, OR INTEREST DUE WITH RESPECT TO THE 
OWNER OF THE CERTIFICATES; (E) ANY CONSE1\T GIVEN OR OTHER ACTION TAKEN BY DTC: AS 
THE OW1\ERS OF CERTIFICATES; OR (F) ANY OTHER MATTER REGARDING OTC. 

General 

The Depository Trust Company ("OTC"). New York, '.\Y, will act as securities depository for the Certificates. The 
C'ertificates will be issued as fu1ly-rcgistcrcd securities registered in the name of Cede & Co. (DTC's partnership 
nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered 
2005 Bond will be issued rOr each n1 . .1turity of the C'crtificatcs, each in the aggregate principal a1nount of such 
maturity, and will be deposited with OTC. 

DT(~. the world's largest depository, i:.; a limited-purpose trust company organized under the !'\e\v Y'ork Banking 
Law, a "'banking organization" within the 111eaning oflhe New York Banking Law, a mcn1ber of the Federal Reserve 
Syste111, a "clearing corporation" within the meaning of the New York Uniforn1 Com1nen.:ial Code, and a "clearing 
agency" registered pursuant to the pro\'isions of Section 17 A of the Securities Exchange Act of I 934. DTC holds 
and provides asset servicing for over 2.2 n1illion issues of U.S. and non-lJ.S. equity, corporate and n1unicipal debt 
issues. and money market instruments from over 100 countries that DTC's participants (''Direct Participants") 
deposit with DTC. OTC also facilitates the post-trade settlement among Direct Participants of sales and other 
securities transactions in deposited securilies. through clcclronic computerized book-entry transfers and pledges 

between Direct Participants' accounts. This eliminates the need for physical movement of securities certificates. 
Direct Participants include both U.S. a;1d non-U.S. securities brokers and dealers, banks, trust con1panies, clearing 
corporations, and certain other organi1:ations. lYI'(' is a wholly-owned subsidiary of The [)epository Tn1st & 
Clearing Corporation ("DTCC''). DTCC, in turn. is owned by a numher of Direct Participants of DTC and Members 
of the ~ational Securities (~learing ('orporation, Fixed lnco1nc Clearing ('orpora.tion, and Emerging Markets 
Clearing Corporation, (NSCC. FICC, and EMCC. also subsidiaries of DTCC), as well as by the New York Stock 
Exchange, lnc., the American Stock Exchange LLC, and the National Association of Securities [)ealers. Inc. Access 
to the l)T(: system is also available to ,Jthers such as both U.S. and non-U.S. securities brokers and dealers, banks, 
trust companies, and clearing corporalions that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). OTC has Standard & Poor's highest rating: AAA. 
The DTC Rules applicable lo its Participants are on file with the Securities and Exchange Commission. More 
infonnation about D1'C can be found at www.dtcc.com and www.dtc.org. 

Purchases of Certificates under the D'I'(: system must he n1ade by or through Direct Participants, which will receive 
a credit for the (~ertificatcs on DTC"s records. The ownership interest of each actual purchaser of each C'ertificate 
(''Beneficial ()wner") is in turn to be recorded on the Direct and lndirccl Participants' records. Beneficial Owners 
will not receive written confirmation fro1n DTC' of their purchase. Beneficial ()\\'ncrs are, however. expected to 
receive written confinnations providing details of the transaction, as well as periodic state1nen1.s of their holdings, 
from the Direct or Indirect Participant through which the Beneficial ()wner entered into the transaction. Transfers of 
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ownership inleresls in the Certificates ar~ to be accomplished by entries made on the books of Direct and indirect 
Participants acting on behalf of Beneficial Owners. Beneficial ()wners will not receive certificates representing 
their ownership interests in (:ertificates. except in the event that use of the book-entry system for the Certificates is 
discontinued. 

To facihlate subsequent transfers. all c:crtificates deposited by Direct Participants with DT(~ are registered in the 
name of DTC's partnership no1ninee, (~ede & Co., or such other name as may be requested by an authorized 
representative of DTC. The deposit of Certificales with DTC and their registration in the name of Cede & Co. or 
such other non1inee do not effect any change in beneficial O\vnership. OT(' has no knowledge of the actual 
Beneficial Owners of the (:ertificates; o·rc's records reflect only the identity of the Direct Participants lo whose 
accounts such ('.ertificates arc credited, which 1nay or 1nay not be the }3eneficial 0\vners. The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other conununications by o·rc to Direct Pa1iicipants, by Direct Participants to Indirect 
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will he governed by 
arrangements a1nong thetn, subject to any statutory or regulatory requirements as may be in etTcct from tlme to ti1ne. 
Ueneficial Owners of Certificates 1nay wish to take certain steps to aug1nent the transmission to them of notices of 

significant events with respect to the (~crtificates, such as redemptions, tenders. defaults. and proposed amend1nents 
lo the 2005 Bond docu1nents. For cxatnple. Beneficial Owners of Certificates n1ay wish to ascertain that the 
no1ninee holding the (~ertificates for their benefit has agreed to obtain and transmit notices to Beneficial Owners, in 
the alternative. Beneficial 0\vners may v.:ish to provide their names and addresses to the registrar and request that 
copies of the notices be provided directly to them. 

R.cdcmption notices shall be sent to JJ·rc:. Jf less lhan a11 of the Certificates of a single 1naturity are helng redeemed, 
OTC's practice is to determine by lot the amount of the interest of each Direct Parlicipant in such issue to he 
redeemed. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to 
('ertificatcs unless authorized by a Direct Participant in accordance with DTC's Procedures. 

Redemption proceeds. distributions. and dividend pay1nents on the Certificates will be 1nadc lo Cede & Co., or such 
other nominee as may be requested by an authorized representative of DTC DTC' s practice is to credit Direct 
Participants' accounts upon DT("s receipt of funds and corresponding detail information from the City or the trustee 
on payable date in accordance with their respective holdings shown on DTC's records. Payments by Participants to 
Beneficial Owners will be governed by standing instructions and customary practices. as is lhe case with securities 
held for the accounts of customers in bearer form or registered in ''street name," and \vill be the responsibility of 
such Participant and not of Dl'(' nor its nominee, the Trustee or the City, subject to any statutory or regulatory 
requirements as may be in effect fron1 ti1ne to tin1e. Payment of redemption proceeds, distributions, and dividend 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative ofDTC) is the 
responsibility of the Trustee, disbursen1ent of such payments to Direct Participants \Vill be the responsibility of 
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC~ may discontinue providing its services as securities depository with respect to the Certificates at any time by 
giving reasonable notice to the C:ity, the Agency or the Trustee. Under such circu1nstances, in the event thal a 
successor securities depository is not obtained, 2005 Bond certificates are required to be printed and delivered. The 
City and the .A.gency may decide to discontinue use of the system of book-entry transfers through DTC (or a 
successor securities depository). In that evcnl, 2005 Bond bonds will be printed and delivered to DTC. 

~o Assurance Regarding 01·c Practices 

The information under the subcaption "- General" above concerning DTC and DTC's book-entry only system has 
been obtained from sources that the City believes lo be reliable. but the City takes no responsibility for the accuracy 
thereof. 

AS LONG AS CEDE & CO. OR ITS SUCCESSOR IS THE REGISTERED HOLDER OF THE CERTJFICA TES, 
AS NOMl>IEE OF DTC REFERENCES HEREIN TO THE REGISTERED HOLDERS OF THE CERTIFICATES 
SHALL MEA1' CEDE & CO., AS AFORESAID, AND SHALL NOT MEAN THE BEI\EFICIAL OW:\ERS OF 
THE CERTIFICATES. EACH PERSON FOR WHOM A PARTICIPANT ACQUIRES A:\ INTEREST I:\ THE 
CERTJFICATES, AS NOMINEE, MAY DESIRE TO MAKE ARRA>!GEMENTS WITH SUCH PARTICIPANT 
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TO RECEIVE A CREDIT BALA'.'ICF l'.'I THE RECORDS OF SUCH PARTICIPAI\T. A'.'ID MAY DESIRE TO 
MAKE ARRANGEME'.'ITS WITH SUCII PARTICIPANT TO HAVE ALL COMMU'.'IICATIOI\S TO DTC. 
WHICH MAY AFFECT SUCH PERSOt,;, FORWARDED II\ WRITING BY SUCH PARTICIPANT AND TO 
RECEIVE NOTIFICATION OF ALL INTEREST PAYMENTS. 

TIIE City WILL HA VE NO RESPOI\SIBILITY OR OBLIGATION WITH RESPECT TO THE PAYMENTS TO 
THE DIRECT PARTIC:IPA'.'ITS, ANY INDIRECT PARTICIPANTS OR THE BENEFICIAL OWNERS, OR THE 
PROVISION OF '\OTICE TO THE DIRECT PARTICIPANTS, ANY INDIRECT PARTICIPANTS OR THE 
BENEFICIAL OWNERS WITH RESPECT TO THE CERTIFICATES. '\O ASSURA'\CE CAI\ BE GIVEN BY 
THE AUTllORITY THAT DTC. DIRECT PARTICIPA'.'ITS, 1'.'IDIRl:CT PARTICIPANTS OR OTHER 
NOMIC'EES OF THE BENEFICIAL OWNERS WILL MAKE PROMPT TRANSFER OF PA YMEI\TS TO THE 
BE:S:EFICIAL OW>IERS, THAT THEY Will DISTRIBCTE :S:OTICES RECEIVED AS THE REGISTERED 
OWNER OF TIIE CERTIFICATES TO THE BENEFICIAL OWNERS. TIIAT THEY WILL DO SO Ot,; A 
TIMELY BASIS, OR TIIAT DTC WILL ACT IN Tl 1£' MANNER DESCRIBED IN THIS OFFICIAL 
STATEMENT. 

Risks of Book-Entry System 

The C'Jty makes no assurance, and the ('ity shall incur no liability. regarding lhc fulfilhncnt by DTC of its 
obligations under the book-entry systen1 \Vith respect to lhe (~ertificates. 

In addition, Beneficial Owners of the ('ertificates n1ay experience son1e delay in their receip· of distributions of 
principal ot: pren1ium, if any, and int(!rest on, the Certificates since such distributions will be for\varded by the 
-rrustcc to I)TC and DT(~ will credit such distributions to the accounts of the Direct Participants which will 
thereafler credit them to the accounts of the Beneficial O\vners euher directly or through Indirect Participants. 

Since transactions in the C'crtificales can be effected only through DTC, Direct Participants. Indirect Participants and 
certain banks. the ability of a Beneficial Owner to pledge Certificates to persons or entities that do not paiiicipatc in 
the OTC' system, or otherwise to take actions in respect of such C:ertificates, may be lin1ited due .o lack of a physical 
certificate. Beneficial ()wners will not be recognized by the Authority as registered O\vners of Lhe C'ertificates, and 
Beneficial ()wners wi11 only be permitted to exercise the rights of registered owners indirectly t:1rough o-I'C' and its 
Participants. 

F-3 



(THIS PAGE INTENTIONALLY LEFT BLANK) 



APPE1'DIX G 

PROPOSED FORM OF CO-SPECIAL COUr>.SEL OPIMON 

Board of Supervisors 
c:ity and (~oun1y of San Francisco 
San Francisco, C:alifornia 

S 152.120,000 
('ertificates of Participation, 

Series 2007 A 
(City Office Buildings 

Multiple Properties Project) 

Ladies and (Jentleinen: 

$1,580,000 
(,'ertificalcs of Participation. 

Taxable Series 2007[3 
(City Office Buildings 

Mu1tiple Properties Project) 

\Ve have acted as co-spcci:11 counsel in connection \Vith the execution and delivery of $I5::.I20,000 aggregate 
principal amount of l'ity and ('.ounly of San Francisco ('ertificatcs of Participation, Series 20071\ (C'ity ()fficc 
Buildings Multiple Properties Prn1ecl) (the "Series 2007A Certificates") and $URO,OOO of City and County of 
San Francisco Certificates of Participation, Taxable Series 20078 (City Office Buildings Multiple Properties 
Project) (the "Series 20078 Certificates" and together with the Series 200711 Certificates, the "Certificates"). In 
sucb connection. we have exa1nincd originals or copies, certified or otherwise identified to our ::;atisfaction, of such 
instrun1cnts, certificates and documents as we have dee1ned necessary or appropriate for the purposes of the opinions 
rendered below. c:apitalized tenns not other¥/ise defined herein shall have the 1neanings ascribed thereto in the 
Project Lease. 

In rendering the opinions set forth below, we have relied upon, a1nong other things, certain representations and 
covenants made in connection with thi~. transaction, including in the l'rust Agreement and the l~ax ('ertificale as to 
Arbitrage and the Provisions of Section I 03 and 141-150 of the Internal Revenue Code of 19 '6, executed by the 
City, dated as of the date hereof(the "Tax Certificate"). In addition to the foregoing, we have examined and relied 
upon opinions of the City Attorney. counsel to the Trustee and counsel to each of the City's lcnanls (each. a 
"501(c)(3) Tenant," as described below) that is or will upon the delivery of the Certificates be occupying a portion 
of lhe Leased Property. regarding the cu1Ten1 qualification of each 50l(c)(3) Tenant as an organization described in 
Section 50l(c)(3) of the Code (as defined belo\v) and the use of the facilities financed with the proceeds of the 
Certificates in activities that are not considered unrelated trade or business activities of such 50 I I c )(3) Tenant within 
the meaning of Section 513 of the Code, certificates of the City, the Trustee, each 501(c)(3) Tenant. and others and 
such other docu1nen1s, opinions and 1natters to the extenl we deemed necessary to render the opinions set forth 
herein. We have assumed the genuineness of all documents and signatures presented to us (wh,=ther as originals or 
as copies) and the due and legal execu-:ion and delivery thereof by. and validity against, any parties other than the 
City. We have assunied, \\'ithout undecaking to verify, the accuracy of the factual 1natters represented. warranted or 
certified in the docu1nents. and of the 1,egal conclusions contained in the opinions. referred to above. Furthermore, 
\Ve have assuincd co1npliance with c.11 covenants and agree1nents contained in the Pr~ject Lease, the ·rrust 
Agreement and the Tax C'crtificate, including (\vilhoul lin1itation) covenants and agreements, compliance \Vith 
which is necessary to assure that future actions. otnissions or events will not cause the Series 2007 A Interest Portion 
(as defined below) to be included in gross incoine for federal inco1ne tax purposes. 

The opinions expressed herein are based on an analysis of existing la\VS, regulations. rulings and court decisions. the 
default judgment rendered on March 29, 2007, hy the Superior Court of the County of San Francisco in the action 
entitled City and County of San Francisco v. All Persons, No. 459804, filed January 22, 2007, and cover certain 
1natters not directly addressed by such authorities. Such opinions may be affected by actions taken or omitted or 
events occurring or changes in hl\v or interpretation after the date hereof. We have not undertaken to determine, or 
to infonn any person. whether any suc:1 actions arc taken or 01nitted or events or changes in ].1w or interpretation 
occur or any other 1na1ters coine to our altention after the date hereof In addition, we call attention to the fact that 
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the rights and obligations under the Ce11ificates, the Property Lease, the Project Lease, the Trust Agreement and the 
Tax Certificate and their enforceability are subject to bankruptcy, insolvency, reorganization. arrangetnent, 
fraudulent conveyance, 1noratoriu1n and other la\vs relating to or affecting creditors' rights. to the application of 
equitable principles, to the exercise of judicial discretion in appropriate cases, and to the limitations on legal 
remedies against a city and county in the State of c:alifornia. \Ve express no opinion with respect to any 
inden1nification. contribution, penalty, choice of la""·, cholcc of forum or waiver provisions contained in the 
foregoing docu1nents nor do we express any opinion \Vith respect to the state or quality of title to or interests in any 
of the real or personal property de:.,;cribed in or subject to the lien of the Property Lease, the Project Lease or the 
Trust Agree1nent, or the accuracy or sufficiency of the description of any such property contained therein, or scope 
of remedies available to enforce liens on, any such property. Finally, we undertaken no responsibility for the 
accuracy, co1npleteness or f'airness of the ()fficial State1nent or other offering 1naterials relating to the c:ertificates 
and express no opinion relating thereto. 

Based on and subject to the foregoing and in reliance thereon, as of the date hereof, we are of the follo\ving 
opinions: 

l. The C'ity is a charter city and county. organlzcd and existing under its Charter and the Constitution 
and laws of the State of California. 

2. The Property Lease, the Project Lease and the Trust Agreement have been duly executed and 
delivered by the City, and assu1ning due authorization, execution and delivery by the other parties thereto, constitute 
valid and binding obligations of the City, 

3. The obligation of the C:ity to make the Base Rental payments during the term of the Project Lease 
constitutes a valid and binding obligation of the City, payable from funds of the City lawfully available therefor, and 
does not constitute a debt of the C~ity or of the State of California within the n1eaning of any constitutional or 
statutory debt limit or restriction, and does not constitute an obligation for which lhe City or the State of California 
is obligated to levy or pledge any fom1 of taxation or for which the City or the State of California has levied or 

pledged any form of taxation. 

4. Assuming due authorization. execution and delivery of the "I'n1st Agreement and the Certificates 
by the Trustee, the Certificates are entitled to the benefits of the Trust Agreement. 

5. The Internal Revenue Code of 1986, as amended (the "Code"), imposes certain requirements that 
must be met subsequent to the execution and delivery of the Certificates for the portion of each Base Rental payment 
designated as and constituting interest paid by the City under the Project Lease and received by the registered 
owners of the Series 2007A Cerllficates (the "Series 2007A Interest Portion") to be and remain excludable from 
gross income for Federal inco1ne tax purposes. Noncompliance with such requirements could cause the Series 
2007 A Interest Portion to be 1ncluded in gross income for Federal income tax purposes retroactive to the date of 
delivery of the Certificates. The City has covenanted in the Trust Agreement and the Tax Certificate to comply with 
the applicable requirements of the Code in order to maintain the exclusion of the Series 2007A Interest Portion from 
gross income for Federal income tax purposes pursuant to Section I 03 of the Code. In addition, the City and each 
501(c)(3) Tenant have made certain representations and certifications in or attached to the Trust Agreement and the 
Tax Certificate, as applicable. We are also relying on the opinion of Sutter Health Office of the General Counsel, 
counsel to the California Pacific Medical Center, a 50l(c)(3) Tenant, and the opinion ofTitchell, Maltzman, Mark & 
Ohleyer, P.C, counsel to The Herbst Foundation, Inc., a 50l(c)(3) Tenant, as to all matters concerning the status of 
each such 50l(c)(3) Tenant as an organization described in Section 50l(c)(3) of the Code and exempt from federal 
income tax under Sectlon 50 I (a) of the c:ode and as to matters relating to unrelated trades or businesses under 
Section 513 of the (:ode. We have not independently verified the accuracy of those certificates and representations 
or the opinions of their counsel. 

Under existing law and asswning compliance "vith the aforementioned covenants and the accuracy 
of the aforementioned representations and certifications, the Series 2007 A Interest Portion is excludab1e from gross 
income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. We are also of the 
opinion the portion of the Project Lease allocable to the Series 2007 A Certificates is not a "private activity bond" 
within the meaning of Section 14J(a) of the Code and, therefore, the Series 2007A Interest Portion of each Base 
Rental payment is not a specific item of tax preference for purposes of the Code's alternative minimum tax liability, 
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allhough \VC ohserve that the Series 2007 A Interest Portion of each Base Rental payn1ent received by or allocated lo 
a corporation will be included ln adjus1ed current earnings for purposes ofcornputing: such corporation's alternative 
rnini1num tax liability. 

6. The portion of each Base Rental pay1nent due under the Pn~ject Lease designated as and 
comprising interest and received by the Owners of the Series 20078 Certificates (the "Series 20078 Interest 
Portion") is included in gro:.-.s incorne for federal income lax purposes. 

7. Under existing la\V, the portion of each Base Rental pay1nent due and payable under the Lease 
designated as and co1nprising interest r,nd received by or allocated to the Owners of the Certificates is exe1npt fro1n 
personal incon1c taxes of the S1atc of(:alifornia under present state lav-.'. 

Except as stated in opinion paragraphs 5. 6 and 7, \Ve express no opinion as to any Federal or state tax consequences 
of the ownership or disposition of the Certificates. Furthcnnore, we express no opinion as to any Federal, state or 
local tax law consequences \vith respect to the ('ertificates, or the interest thereon, if any action is taken after the 
date hcn:of \Vith respect to the ('ertificates or the proceeds thereof upon the advice or approval of other counsel. 

This opinion is rendered solely to and for the benefit of the person to \vhon1 it is addressed in connection with the 
matter described above; accordingly, ii may not be quoted or otherwise delivered lo or reliec upon by any other 
person (including, Vvithout limitation. any person \vho acquires the Certificates from the Holder) or used for any 
other purpose without our prior written consent. Our engage1nent v..'ith respect lo this 1natter docs not extend beyond 
the date hereof: and ,ve disclaim any obligation lo update this opinion letter. 

Respectfully submitted. 
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APPEI\DIX H 

SPECIME:'111!'.Sl!RAI\CE POLICY 



(THIS PAGE INTENTIONALLY LEFT BLANK) 



F6IC 
Financial Guaranty Insurance Con1pany 
Doing business in C'alifornfa as FGJC Insurance Company 
J 25 Park A venue 
New York, NY 10017 
T 212·312·3000 
T 800·352·0001 

Municipal Bond 
New Issue Insurance Po lie~ 

Issuer: 

Bonds: 

Exhibit A 

Policy l'iumber: 

0010001 

Financial Guaranty Insurance Company ("Fina a c;._) "), a New York stock insurance company, in 
consideration of the payment of the premiu a ub~

1

the terms of this Policy, hernby unconditionally 
and irrevocably agrees to pay to U.S. IG!,' rust ational Association or its successor, as its agent (the 
"Fiscal Agent"), for the benefit of Bondiiii)Jers, that portion of the principal and interest on the above
described debt obligations (the "Bonds") which shall become Due for Payment but shall be unpaid by 
reason of Nonpayment by the Issuer. 

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest 
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty 
shall have received Notice o:" Nonpayment, whichever is later. The Fiscal Agent will disburse to the 
Bondholder the face amount of principal and interest which is then Due for Payment but is unpaid by 
reason of Nonpayment by the Issuer but only upon receipt by the Fiscal Agent, in form reasonably 
satisfactory to it, of (i) evidence of the Bondholder's right to receive payment of the principal or interest 
Due for Payment and (ii) evidence, including any appropriate instruments of assignment, that all of the 
Bondholder's rights to payment of such principal or interest Due for Payment shal: thereupon vest in 
Financial Guaranty. Upon such disbursement, Financial Guaranty shall become the owner of the Bond, 
appurtenant coupon or right to payment of principal or interest on such Bond and shall be fully subrogated 
to all of the Bondholder's righ':s thereunder, including the Bondholder's right to payment thereof. 

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason, 
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any 
prepayment premium which may at any time be payable with respect to any Bond, 

As used herein, the term "Bondholder" means, as to a particular Bond, the person olher than the Issuer 
who, at the time of Nonpayment, is entitled under the terms of such Bond to payment thereof, "Due for 
Payment" means, when referring to the principal of a Bond, the stated maturity date thereof or the date on 
which the same shall have been duly called for mandatory sinking fund redemption and does not refer to 
any earlier date on which payment is due by reason of call for redemption ( other than by mandatory sinking 
fund redemption), acceleration or other advancement of maturity and means, when referring to interest on a 
Bond, the stated date for payrr1ent of interest. "Nonpayment" in respect of a Bond mea-ns the failure of the 
Issuer to have provided sufficient funds to the paying agent for payment in full of all 

FG!C is a registered service mark used by Financial Guaramty Insurance Company under license from its parent company, FGIC Corporation 
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F6IC 
Financial Guaranty Insurance Company 
Doing business in (:atifOrnia as FGIC Insurance (~ompn.ny 
l 25 Park A venue 
;\lew York, NY 10017 
T 212-312·3000 
T 800·352·0001 

Municipal Bond 
New Issue Insurance Policy 

principal and interest Due for Payment on such Bond. "Notice" means telephonic or telegraphic notice, 
subsequently confirmed in writing, or written notice by registered or certified mail, from a Bondholder or a 
paying agent for the Bonds to Financial Guaranty. "Business Day" mea any day other than a Saturday, 
Sunday or a day on which the Fiscal Agent is authorized by law t sed. 

In Witness Whereof, Financial Guaranty has caused this~'" .. ~ affixed with its corporate seal and to 
be signed by its duly authorized officer in fa~£o)'t::l~e" effective and binding upon Financial 
Guaranty by virtue of the countersignature ofits'~~,;,,ed representative. 

«-=> s<?. 
-Y~ 

President 

Effective Date: Authorized Representative 

U.S. Bank Trust ~ational Association, acknowledges that it has agreed to perform the duties of Fiscal 
Agent under this Policy, 

Authorized Officer 

FGJC is a registered service mark used by Financial Guaranty Insurance Company under license from its parent company, FGIC eonx,ration. 
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F6IC 
Financial Guaranty Insurance Cornpany 
Doing business in Callfornia as FUIC insurance Company 
125 Park A venue 
New York. NY 10017 
T 212"312'3000 
T 800·352·0001 

Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: Control Number: 0010001 

It is funher understood that the term "Nonpa;yment" in a ond includes any payment of principal 
or interest made to a Bondhok.er by or on bdhalf o f such Bond which has been recovered from 
such Bondholder pursuant to the United S~ Code by a trustee in bankmptcy in accordance 
with a final. nonappealable ore.er of a coe..,. ,~ etent jurisdiction. 

?-IOTHING HEREIN SHALL BE co;;J.iRUED TO WAIVE, ALTER, REDUCE OR AMEND 
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE 
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY 
LAKGUAGE. 

In Witness Whereof, Financia; Guaranty has caused this Endorsement to be affixed with its corporate seal 
and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial 
Guaranty by virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
LS. Bank Trust National As,mciation, as Fiscal Agent 

FGIC 1s a registered servi.:e mark used by Financial Guara~ty Insurance Company under license from its parent comp,ilny, FGIC Corporation 
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F6IC 
Financial Guaranty lnsurance Company 
Doing business in California as FGJC~ Insurance CompanJ' 
125 Park A-,.,enuc 
!\ew-York.:\"Y 10017 
T 2]2·3]2·3000 
T 800·352·000] 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: Cot' ... ~ber: 0010001 

~~\., 
The insurance provided by this Policy is not cAe.G':~~~alifornia Insurance Guaranty Association 
(Califonua Insurance Code, Article 14 2~ Q ~~ 
NOTHING HEREIN SHALL BE C~UED TO WAIVE, ALTER, REDUCE OR AMEND 
COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE 
POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY 
LANGUAGE. 

In Witness Whereof, Financial Guaranty bas caused this Endorsement to be affixed with its corporate seal 
and to be signed by its duly autliorized officer in facsimile to become effective and binding upon Financial 
Guaranty by virrue of tlie countersignature of its duly autliorized representative. 

President 

Effective Date: Authorized Representative 

Acknowledged as of the Effective Date written above: 

~:;;;;,..----

Authorized Officer 
U.S. Bank Trust National Association, as Fiscal Agent 

FGIC is a registered service mark used by Financial Guara1ty Insurance Company under license from its parent company, FGlC Corporation 
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F6IC 
Financial Guaranty Insurance Conlpany 
Dning business in California a.<: FGIC Insurance Compan) 
125 Park A venue 
"e" York. NY 10017 
T 212"3]2"3000 
T 800·352·0001 

Mandatory California State 
Amendatory Endorsement 
To Financial Guaranty Insurance Company 
Insurance Policy 

Policy Number: 0010001 

Notwithstanding the terms and conditions in thi~s icy~ ·s further understood that there shall be no 
acceleration of payment due under such Po~ s acceleration is at the sole option of Financial 

Guaranty. ..,.\ 

NOTHNG HEREIN SHALL BE C~RUED TO WAIVE, ALTER, REDLCE OR AMEND 
COVERAGE IN ANY OTHER SECTJO)I OF THE POLICY. IF FOUND COJ\TRARY TO THE 
POLICY LANGCAGE, THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY 
LANGUAGE. 

ln Witness Whereof, Financia· Guaranty has caused this Endorsement to be affixed whh its corporate seal 
and to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial 
Guaranty by virtue of the countersignature of its duly authorized representative. 

President 

Effective Date: Authorized RepresentaHve 

Acknowledged as of the Effective Date written above: 

Authorized Officer 
U.S. Bank Trust National As:,ociation, as fiscal Agent 

FGIC is a regstered service mark used by Financial Guaragty lnsuranc.e Company under license from its parent company, FGIC CorP9ration 
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