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million in debt from general obligation bonds for the San Francisco Unified School District, which is 
recorded with no corresponding assets.   
 

Changes in Net Assets 
June 30, 2004 (in thousands) 

 
Governmental Business-type

activities activities Total
2004 2003 2004 2003 2004 2003

Revenues
Program revenues:

Charges for services.............................  342,952$      318,880$      1,614,784$   1,577,851$   1,957,736$    1,896,731$   
Operating grants and contributions........  823,784        809,670       169,767       164,257       993,551         973,927       
Capital grants and contributions............  39,209          46,029         94,818         135,482       134,027         181,511       

General revenues:
Property taxes.......................................  723,786        686,858       -                   -                  723,786         686,858       
Business taxes......................................  264,832        276,651       -                   -                  264,832         276,651       
Other local taxes...................................  509,455        450,677       -                   -                  509,455         450,677       
Interest and investment income.............  11,856          26,332         17,620         50,215         29,476           76,547         
Other.....................................................  170,163        196,496       237,692       188,446       407,855         384,942       

Total revenues................................  2,886,037      2,811,593      2,134,681      2,116,251      5,020,718      4,927,844      

Expenses
Public protection....................................  727,580          778,710         -                   -                  727,580         778,710       
Public works, transportation  

and commerce................................  169,179          218,641         -                   -                  169,179         218,641       
     Human welfare and  

neighborhood development.............  651,250          626,306         -                   -                  651,250         626,306       
Community health.................................. 517,066          542,480         -                   -                  517,066         542,480       
Culture and recreation...........................  232,187          242,398         -                   -                  232,187         242,398       
General administration and finance.......  183,258          186,144         -                   -                  183,258         186,144       
General City responsibilities..................  73,530            53,026           -                   -                  73,530           53,026         
Unallocated Interest on long-term  

debt.................................................  86,131            77,827           -                   -                  86,131           77,827         
Airport.................................................... -                    -                  618,301         641,036         618,301         641,036       
Transportation.......................................  -                    -                  660,650         628,180         660,650         628,180       
Port.......................................................  -                    -                  61,185           61,074           61,185           61,074         
Water....................................................  -                    -                  206,211         186,579         206,211         186,579       
Power....................................................  -                    -                  121,629         95,427           121,629         95,427         
Hospitals...............................................  -                    -                  562,188         561,673         562,188         561,673       
Sewer....................................................  -                    -                  150,586         153,845         150,586         153,845       
Market...................................................  -                    -                  949              894              949                894              

Total expenses................................ 2,640,181      2,725,532    2,381,699    2,328,708    5,021,880      5,054,240    
Increase/(decrease) in net assets  
 before special items and transfers.  245,856        86,061         (247,018)      (212,457)     (1,162)            (126,396)     
Special items..................................  -                      -                     9,245             33,000           9,245             33,000         
Transfers........................................  (251,937)        (248,260)     251,937       248,260       -                     -                  
Change in net assets......................  (6,081)           (162,199)     14,164         68,803         8,083             (93,396)       

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

Net assets at end of year............................ 1,306,741$    1,312,822$    4,312,977$    4,298,813$    5,619,718$    5,611,635$    

 
 
Analysis of Changes in Net Assets 
 
The City’s net assets overall increased by $8 million during fiscal year 2004, compared to a $93 
million decrease last fiscal year. The governmental activities component of this change was a $6 
million decrease, a significantly smaller decrease than in the prior year. Business-type activities’ 
aggregate increase of $14.2 million over last year was less of an increase than in fiscal year 
2003, primarily because of one-time expenses. Major reasons for this improvement are noted in 
the government and business-type activities discussion below. 
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Governmental activities.  Governmental activities decreased the City’s total net assets by $6 million 
during fiscal year 2004, $156 million less than the decrease in fiscal year 2003.  Key factors 
contributing to this year’s change are as follows: 
 

• Overall, governmental activities’ revenues increased by approximately $74.4 million while 
expenses decreased by about $85.4 million and the transfers to business-type activities 
decreased slightly by a net $3.6 million for a total improvement of $156 million over last year.  
Within the transfers, the subsidy transfers to MUNI and the City’s hospitals declined by $30 
million this year.     

 
• Property tax revenue, which was essentially flat in fiscal year 2003, increased by 

approximately $36.9 million, or 5.4 percent during this fiscal year reflecting, in part, the 
continued  rise  in  San Francisco’s  property  values  over time.  Assessed valuation rose 
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approximately 5.73 percent in fiscal year 2004 and the City continues to improve its ability to 
issue supplemental tax bills within a shorter time period following the sale of a property.  The 
City also increased its estimated assessment appeals reserve in response to increases in 
assessment appeals that largely began in fiscal year 2001.     

 
• Revenues from other local taxes, including hotel, parking and sales tax increased by 

approximately $59 million or 13 percent. This reflects, in part, this year’s improvements in 
hotel occupancy and room rates which had been flat or down in the previous two fiscal years.  
In addition, fees and service charges increased by approximately $24 million this fiscal year.  
This amount includes this year’s portion of tobacco fine settlement proceeds of $17 million 
and additional revenues from rental fees and various administrative processing charges.   

 
• Interest and investment income dropped by approximately $14.5 million or 55 percent during 

the year primarily due to a decrease in the average yield of City pooled investments from 
2.77 percent to 1.86 percent. In general, these returns reflect the City’s concentration of 
investments in Treasury Bills and Notes and other short-term investments combined with the 
continued low interest rates maintained by the Federal Reserve. At fiscal year end, deposits 
and investments for governmental activities with the City Treasury were approximately 
$729.7 million, a 2.2 percent increase over the previous year.  

    
• Operating grants and contributions increased by $14 million, or approximately two percent 

largely due to increases in federal grants for human welfare and neighborhood development, 
community health and public protection which included homeland security funds.  

 
As noted above, total governmental activities’ actual expenses decreased during fiscal year 2004 by 
approximately $85.4 million or three percent. Generally, this reflects reductions made during the 
annual budget process across program areas including Public Protection, Community Health, Public 
Works, Transportation and Commerce, and Culture and Recreation to respond to projected revenue 
shortfalls, especially in state funding and business taxes.  These reductions incorporated the 
projected savings from the labor agreements made by many San Francisco public employees’ unions 
to contribute 7.5 percent of salary to fund the cost of pension benefits. 
 
The City’s General Fund subsidy transfer to the Municipal Transportation Agency also decreased 
from $143 million in 2003 to $134 million in 2004, a 6 percent reduction.  In addition, the transfers 
made to the City’s two hospitals declined in total by 19 percent, decreasing to $96 million in 2004 
from $119 million in 2003. Both hospitals experienced increases in the proportion of patients covered 
by Medicare, Medi-Cal or other insurers, and/or improvement in reimbursement rates which allowed 
them to recover a higher share of their costs of service.  Although expenses for General City 
Responsibilities increased by a net $21 million, this included the one time appropriation of $29 million 
in bond funds to the San Francisco Unified School District. There is a corresponding increase in bond 
proceeds that offsets this. 
 
The charts on the previous page illustrate the City’s governmental expenses and revenues by 
function, and its revenues by source.  As shown, public protection is the largest function in expense 
(28 percent), followed by human welfare and neighborhood development (25 percent) and community 
health (20 percent).  General revenues such as property, business, and sales taxes are not shown by 
program, but are effectively used to support program activities citywide.  For governmental activities 
overall, without regard to program, operating grants and contributions are the largest single source of 
funds (28.5 percent), followed by property taxes (25.1    percent), other local taxes (17.6 percent), 
and charges for services (11.9 percent). These ratios are substantially similar to last year with the 
exception of other local taxes which increased primarily due to hotel, parking and sales taxes, as 
noted above. 
 
 



  
12 

 

$0

$100

$200

$300

$400

$500

$600

$700

(In
 M

ill
io

ns
)

Airport Transportation Port Water Power Hospitals Sewer Market

Expenses and Program Revenues - Business-type Activities

Expenses
Program Revenues

 
 

Revenues By Source - Business-type Activities

Special items
0.3%

Net transfers
10.5%

Other
9.9%

Interest and 
investment income

0.7%

Capital grants and 
contributions

4.0%

Operating grants and 
contributions

7.1%

Charges for services
67.5%

 
Business-type activities. Business-type activities increased the City’s net assets by $14.2 million, 
bringing the government-wide increase in net assets to $9.2 million.  Key factors of this increase are 
as follows: 
 
• The Municipal Transportation Agency’s net assets increased this year by $84 million largely or 5 

percent primarily due to use of current year federal and state capital contributions and 
governmental transfers, mainly from the San Francisco Transportation Authority, to support 
MUNI’s  capital program.   MUNI’s acquired 108 electrical trolley coaches and  2 light rail vehicles  














































































































































































































































































































































