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_________________________

RATINGS: Moody’s: Aa2
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Fitch: AA(See “Ratings” herein)

In the opinion of Sidley Austin LLP, San Francisco, California, and Elizabeth C. Green, Esq., San Francisco, California, Co-Bond Counsel, based on existing statutes,
regulations, rulings and judicial decisions and assuming compliance with certain covenants in the documents pertaining to the Bonds and requirements of the Internal Revenue
Code of 1986, as amended (the “Code”), as described herein, interest on the Bonds is not includable in the gross income of the owners of the Bonds for federal income tax
purposes. In the further opinion of Co-Bond Counsel, interest on the Bonds (i) is not treated as an item of tax preference in calculating the federal alternative minimum taxable
income of individuals and corporations; and (ii) pursuant to the American Recovery and Reinvestment Act of 2009, is not included as an adjustment in federal corporate
alternative minimum taxable income for the purposes of determining a corporation’s alternative minimum tax liability. In the further opinion of Co-Bond Counsel, interest on
the Bonds is exempt from personal income taxes imposed by the State of California. See “TAX MATTERS” herein.
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CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION BONDS
(SAN FRANCISCO GENERAL HOSPITAL IMPROVEMENT BONDS, 2008)
SERIES 2009A
Dated: Date of Delivery

Due: June 15 or Dec. 15, as shown below

This cover page contains certain information for general reference only. It is not intended to be a summary of the security for or the terms of the Bonds. Investors are advised
to read the entire Official Statement to obtain information essential to the making of an informed investment decision.
The Bonds captioned above (the “Bonds”) are being issued under the Government Code of the State of California and the Charter of the City and County of San Francisco
(the “City”). The issuance of the Bonds has been authorized by Resolution No. 527-08 and Resolution No. 528-08, adopted by the Board of Supervisors of the City on
December 16, 2008 and duly approved by the Mayor of the City on December 19, 2008. See “THE BONDS — Authority for Issuance; Purpose.” The proceeds of the Bonds
will be used to finance the building or rebuilding and improving the earthquake safety of the San Francisco General Hospital and Trauma Center as described herein, and to
pay certain costs related to the issuance of the Bonds. See “SOURCES AND USES OF FUNDS.”
The Bonds will be issued only in fully registered form without coupons, and when issued will be registered in the name of Cede & Co., as nominee of The Depository Trust
Company, New York, New York (“DTC”). Individual purchases of the Bonds will be made in book-entry form only, in denominations of $5,000 or any integral multiple
thereof. Payments of principal of and interest on the Bonds will be made by the Treasurer of the City, as paying agent, to DTC, which in turn is required to remit such principal
and interest to the DTC Participants for subsequent disbursement to the beneficial owners of the Bonds. See “THE BONDS — Form and Registration.” The Bonds will be
dated and bear interest from their date of delivery at the rates shown below until paid in full. Interest on the Bonds will be payable on June 15 and December 15 of each year,
commencing December 15, 2009. Principal will be paid at maturity as shown below. See “THE BONDS — Payment of Interest and Principal.”
The Bonds will be subject to redemption prior to their respective stated maturities as described herein. See “THE BONDS — Redemption.”
The Board of Supervisors has the power and is obligated to levy ad valorem taxes without limitation as to rate or amount upon all property subject to taxation by the City
(except certain property which is taxable at limited rates) for the payment of the Bonds and the interest thereon when due. See “SECURITY FOR THE BONDS.”
MATURITY SCHEDULE
(Base CUSIP Number: 797646**)
Maturity Date
_____________
Dec. 15 2009
June 15 2010
June 15 2011
June 15 2012
June 15 2013
June 15 2014
June 15 2015
June 15 2016
June 15 2017
June 15 2018

Principal
Amount
____________
$7,630,000$
7,175,000
4,450,000
4,585,000
4,245,000
4,415,000
4,590,000
4,820,000
5,010,000
5,265,000

Interest
Rate
________
%5.000%
4.000
5.000
4.000
4.000
4.000
5.000
4.000
5.000
5.000

Price or
Yield†
________
%0.650%
1.150
1.780
2.050
2.450
2.840
3.030
3.240
3.410
3.580

CUSIP
Suffix**
_______
LF1
LG9
LH7
LJ3
LK0
LL8
LM6
LN4
LP9
LQ7

Maturity Date
_____________
June 15 2019
June 15 2020
June 15 2021
June 15 2022
June 15 2023
June 15 2024
June 15 2025
June 15 2026
June 15 2027

Principal
Amount
____________
$5,525,000$
5,815,000
6,120,000
6,445,000
6,780,000
7,135,000
7,510,000
7,905,000
8,320,000

Interest
Rate
________
%5.250%
5.250
5.250
5.250
5.250
5.250
5.250
5.250
5.000

Price or
Yield†
________
3.800%
4.050*
4.240*
4.400*
4.540*
4.690*
4.800*
4.900*
5.040

CUSIP
Suffix**
_______
LR5
LS3
LT1
LU8
LV6
LW4
LX2
LY0
LZ7

$17,910,000 5.000% Term Bonds due June 15, 2029 — Yield 5.100% CUSIP: 797646 MA1
The Bonds are offered when, as and if issued by the City and accepted by the initial purchasers, subject to the approval of legality by Sidley Austin LLP, San Francisco,
California, and Elizabeth C. Green, Esq., San Francisco, California, Co-Bond Counsel to the City with respect to the Bonds, and certain other conditions. Certain legal matters
will be passed upon for the City by its City Attorney and by Orrick, Herrington & Sutcliffe LLP, Disclosure Counsel. It is expected that the Bonds in book-entry form will be
available for delivery through the facilities of DTC in New York, New York, on or about March 18, 2009.
Dated: March 4, 2009.
* Priced to the June 15, 2019 call date, at par.
** Copyright, American Bankers Association. CUSIP data herein is provided by Standard and Poor’s, CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc.
This data is not intended to create a database and does not serve in any way as a substitute for the CUSIP Service. CUSIP numbers are provided for convenience of reference
only. Neither the City nor the initial purchasers take any responsibility for the accuracy of such numbers.
† Reoffering prices/yields furnished by the initial purchasers. The City takes no responsibility for the accuracy thereof.

No dealer, broker, salesperson or other person has been authorized by the City to give any information or to make any representation
other than those contained herein and, if given or made, such other information or representation must not be relied upon as having
been authorized by the City. 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 Bonds, by any person in any jurisdiction in which it is unlawful for such person to make such an offer,
solicitation or sale.
The information set forth herein other than that provided by the City, although obtained from 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 delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the City since the date hereof.
This Official Statement is not to be construed as a contract with the initial purchasers of the Bonds. Statements contained in this
Official Statement which involve estimates, forecasts or matters of opinion, whether or not expressly so described herein, are
intended solely as such and are not to be construed as representations of facts.
The issuance and sale of the Bonds have not been registered under the Securities Act of 1933 in reliance upon the exemption
provided thereunder by Section 3(a)2 for the issuance and sale of municipal securities.
IN CONNECTION WITH THE OFFERING OF THE BONDS, THE INITIAL PURCHASERS MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT LEVELS ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
$131,650,000
CITY AND COUNTY OF SAN FRANCISCO
GENERAL OBLIGATION BONDS
(SAN FRANCISCO GENERAL HOSPITAL IMPROVEMENT BONDS, 2008)
SERIES 2009A
INTRODUCTION
This Official Statement, including the cover page and the appendices hereto, is provided to furnish information in
connection with the public offering by the City and County of San Francisco (the “City”) of its City and County of
San Francisco General Obligation Bonds (San Francisco General Hospital Improvement Bonds, 2008) Series 2009A
(the “Bonds”). The Board of Supervisors of the City has the power and is obligated to levy ad valorem taxes
without limitation as to rate or amount upon all property subject to taxation by the City (except certain property
which is taxable at limited rates) for the payment of the principal of and interest on the Bonds when due. See
“SECURITY FOR THE BONDS” herein.
This Official Statement speaks only as of its date, and the information contained herein is subject to change. Except
as required by the Continuing Disclosure Certificate to be executed by the City, the City has no obligation to update
the information in this Official Statement. See “CONTINUING DISCLOSURE” herein.
Quotations from and summaries and explanations of the Bonds, the resolutions providing for the issuance and
payment of the Bonds, and provisions of the constitution and statutes of the State of California (the “State”), the
City’s charter and ordinances, and other documents described herein, do not purport to be complete, and reference is
made to said laws and documents for the complete provisions thereof. Copies of those documents and information
concerning the Bonds are available from the City through the Office of Public Finance, 1 Dr. Carlton B. Goodlett
Place, Room 336, San Francisco, CA 94102-4682. Reference is made herein to various other documents, reports,
websites, etc., which were either prepared by parties other than the City, or were not prepared, reviewed and
approved by the City with a view towards making an offering of public securities, and such materials are therefore
not incorporated herein by such references nor deemed a part of this Official Statement.
THE CITY AND COUNTY OF SAN FRANCISCO
The City is the economic and cultural center of the nine-county San Francisco Bay Area and northern California.
Major business sectors include retail and entertainment, conventions and tourism, service businesses, banking,
professional and financial services, corporate headquarters, international and wholesale trade, multimedia and
advertising, biotechnology, and higher education. The City’s population in 2008 was approximately 774,000,
making it the fourth largest city in the State. The City proper occupies 49 square miles at the northern tip of the San
Francisco Peninsula, between the Pacific Ocean and San Francisco Bay. Silicon Valley is about 40 minutes’ drive
to the south, and the Wine Country about an hour to the north.
The City is governed by a Board of Supervisors elected from eleven districts to serve four-year terms, and a Mayor
who serves as chief executive officer, elected citywide to a four-year term. Gavin Newsom has served as the Mayor
of the City since 2004, and was re-elected in November 2007. The City’s fiscal year 2008-09 original adopted
budget includes $6.53 billion of expenditures and reserves, of which $3.05 billion was allocated to the General Fund
of the City and $3.48 billion was allocated to all other funds, including enterprise fund departments, such as the San
Francisco International Airport, San Francisco Municipal Transportation Authority, and the San Francisco Public
Utilities Commission. The City employs approximately 27,885 full-time-equivalent employees. Fiscal
year 2008-09 total assessed valuation of taxable property in the City is approximately $151.58 billion.
More detailed information about the City’s governance, organization and finances may be found in APPENDIX A:
“CITY AND COUNTY OF SAN FRANCISCO—ORGANIZATION AND FINANCES.” Economic, demographic,
and other information about the San Francisco Bay Region is provided in more detail in APPENDIX B: “CITY
AND COUNTY OF SAN FRANCISCO—ECONOMY AND GENERAL INFORMATION.”

THE BONDS
Authority for Issuance; Purpose
The Bonds are issued under the Government Code of the State and the Charter of the City (the “Charter”). The
Bonds constitute the first series of bonds to be issued from an aggregate authorized amount of $887,400,000 of City
and County of San Francisco General Obligation Bonds (San Francisco General Hospital Improvement Bonds,
2008), duly approved by at least two-thirds of the voters voting on “Proposition A” at an election held on
November 4, 2008, to provide funds to finance the building or rebuilding and improving the earthquake safety of the
San Francisco General Hospital and Trauma Center (the “Hospital”) and to pay related costs necessary or
convenient for the foregoing purposes.
Proposition A allocates $887,400,000 for the Hospital to implement the San Francisco Seismic Compliance Hospital
Replacement Program. Proposition A also provides for annual review of expenditures of bond proceeds by a
citizens’ bond oversight committee which has responsibility for review of all of the City’s general obligation bond
programs, and whose operations are to be partially funded from the proceeds of the Bonds. See “SOURCES AND
USES OF FUNDS” below.
The City authorized the issuance of the Bonds in Resolution No. 527-08 and Resolution No. 528-08, adopted by the
Board of Supervisors of the City on December 16, 2008 and duly approved by the Mayor of the City on
December 19, 2008 (collectively, the “Resolution”).
Form and Registration
The Bonds are issued in the principal amounts set forth on the cover hereof, in the denomination of $5,000 each or
any integral multiple thereof, and will be dated their date of delivery. The Bonds are issued in fully registered form,
without coupons. The Bonds will be initially registered in the name of Cede & Co. as registered owner and nominee
for The Depository Trust Company (“DTC”), New York, New York, which is required to remit payments of
principal and interest to the DTC Participants for subsequent disbursement to the beneficial owners of the Bonds.
See APPENDIX F: “DTC AND THE BOOK–ENTRY ONLY SYSTEM.”
Payment of Interest and Principal
The City Treasurer is acting as paying agent and registrar with respect to the Bonds. Interest on the Bonds is
payable on each June 15 and December 15 to maturity or prior redemption, commencing December 15, 2009, at the
interest rates shown on the cover hereof. Interest is calculated on the basis of a 360-day year comprising twelve
30-day months. The interest on the Bonds shall be payable in lawful money to the person whose name appears on
the Bond registration books of the City Treasurer as the owner thereof as of the close of business on the last day of
the month immediately preceding an interest payment date (the “Record Date”), whether or not such day is a
business day. Each Bond authenticated on or before November 30, 2009, will bear interest from the date of
delivery. Every other Bond shall bear interest from the interest payment date next preceding its date of
authentication unless it is authenticated as of a day during the period from the Record Date next preceding any
interest payment date to the interest payment date, inclusive, in which event it shall bear interest from such interest
payment date.
The Bonds will mature on the dates shown on the cover page hereof, and are subject to optional and mandatory
redemption prior to their respective stated maturity dates as provided herein. See “Redemption” below. The
principal of the Bonds shall be payable in lawful money to the owner thereof upon the surrender thereof at maturity
or earlier redemption at the office of the City Treasurer.
The registered owner of an aggregate principal amount of at least $1,000,000 of the Bonds may submit a written
request to the City Treasurer on or before a Record Date for payment of interest on the succeeding interest payment
date and thereafter by wire transfer to a commercial bank located within the United States of America. For so long
as the Bonds are held in book-entry form by a securities depository selected by the City, payment may be made to
the registered owner of the Bonds designated by such securities depository by wire transfer of immediately available
funds.
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Redemption
Optional Redemption
The Bonds maturing on or before June 15, 2019 will not be subject to optional redemption prior to their respective
stated maturities. Bonds maturing on and after June 15, 2020 are subject to redemption prior to their respective
stated maturities at the option of the City, from any source of available funds, as a whole or in part on any date (with
the maturities to be redeemed to be determined by the City and by lot within a maturity) on or after June 15, 2019, at
a price equal to the principal amount of the Bonds redeemed, together with accrued interest to the date of
redemption (the “Redemption Date”), without premium.
Mandatory Redemption
The Bonds maturing on June 15, 2029 (the “Term Bonds”) are also subject to redemption prior to their respective
stated maturity dates, in part, by lot, from mandatory sinking fund payments, on each June 15, as shown in the table
below, at a redemption price equal to the principal amount thereof plus accrued interest thereon to the Redemption
Date, without premium.
Mandatory Sinking Fund
Redemption Date
(June 15)
2028
2029*

Sinking Fund Payment
Principal Amount
$8,735,000
9,175,000

________________
* Maturity

In lieu of any such mandatory redemption of Term Bonds, at any time prior to the selection of Term Bonds for
redemption, the City may apply amounts on deposit for the mandatory sinking fund payments to the purchase of
Bonds subject to such mandatory sinking fund redemption at public or private sale, as and when and at such prices
not in excess of the principal amount thereof (including sales commission and other charges, but excluding accrued
interest) as the City may determine.
Selection of Bonds for Redemption
Whenever less than all the outstanding Bonds maturing on any one date are called for redemption on any date, the
City Treasurer will select the Bonds or portions thereof, in denominations of $5,000 or any integral multiple thereof,
to be redeemed from the outstanding Bonds maturing on such date not previously selected for redemption, by lot, in
any manner which the City Treasurer deems fair.
Notice of Redemption
The City Treasurer will mail, or cause to be mailed, notice of any redemption of the Bonds, postage prepaid, to the
respective registered owners thereof at the addresses appearing on the Bond registration books not less than 30 days
and not more than 60 days prior to the Redemption Date. Notice of redemption also shall be given, or caused to be
given, by the City Treasurer, by (i) registered or certified mail, postage prepaid, (ii) confirmed facsimile
transmission or (iii) overnight delivery service, to (a) all organizations registered with the Securities and Exchange
Commission as securities depositories and (b) such other services or organizations as may be required in accordance
with the Continuing Disclosure Certificate. See “CONTINUING DISCLOSURE” herein.
The actual receipt by the owner of any Bond of such notice of redemption will not be a condition precedent to
redemption of such Bond, and failure to receive such notice, or any defect in such notice, will not affect the validity
of the proceedings for the redemption of such Bond or the cessation of the accrual of interest on such Bond on the
Redemption Date.
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Effect of Notice of Redemption
When notice of optional redemption has been given as described above, and when the amount necessary for the
redemption of the Bonds called for redemption (principal, premium, if any and accrued interest to the Redemption
Date) is set aside for that purpose in the Redemption Account for the Bonds, the Bonds designated for redemption
shall become due and payable on the Redemption Date, and upon presentation and surrender of said Bonds at the
place specified in the notice of redemption, those Bonds shall be redeemed and paid at said redemption price out of
the Redemption Account for the Bonds. No interest will accrue on such Bonds called for redemption after the
Redemption Date and the registered owners of such Bonds shall look for payment of such Bonds only to the
Redemption Account for the Bonds. All Bonds redeemed shall be canceled forthwith by the City Treasurer and
shall not be reissued. Moneys held in the Redemption Account for the Bonds shall be invested by the City Treasurer
pursuant to the City’s policies and guidelines for investment of moneys in the General Fund of the City. See
APPENDIX D: “CITY AND COUNTY OF SAN FRANCISCO, OFFICE OF THE TREASURER—
INVESTMENT POLICY.”
Conditional Notice; Right to Rescind Notice of Optional Redemption
The City may rescind any optional redemption and notice thereof for any reason on any date prior to the Redemption
Date by causing written notice of the rescission to be given to the owners of the Bonds so called for redemption.
Any optional redemption and notice thereof shall be rescinded if for any reason on the Redemption Date funds are
not or will not be available in the Redemption Account for the Bonds in an amount sufficient to pay in full on said
date the principal of, interest, and any premium due on the Bonds called for redemption. Notice of rescission of
redemption will be given in the same manner in which notice of redemption was originally given. The actual receipt
by the owner of any Bond of notice of such rescission will not be a condition precedent to rescission, and failure to
receive such notice or any defect in such notice will not affect the validity of the rescission.
Defeasance
Payment of all or any portion of the Bonds may be provided for prior to such Bonds’ respective stated maturities by
irrevocably depositing with the City Treasurer (or any commercial bank or trust company designated by the City
Treasurer to act as escrow agent with respect thereto): (a) an amount of cash equal to the principal amount of all of
such Bonds or a portion thereof, and all unpaid interest thereon to maturity, except that in the case of Bonds which
are to be redeemed prior to such Bonds’ respective stated maturities and in respect of which notice of such
redemption shall have been given as provided in the Resolution or an irrevocable election to give such notice shall
have been made by the City, the amount to be deposited shall be the principal amount thereof, all unpaid interest
thereon to the Redemption Date, and premium, if any, due on such Redemption Date; or (b) Defeasance Securities
(as defined below) not subject to call, except as provided in the definition thereof as described below, maturing and
paying interest at such times and in such amounts, together with interest earnings and cash, if required, as will,
without reinvestment, as certified by an independent certified public accountant, be fully sufficient to pay the
principal and all unpaid interest to maturity, or to the Redemption Date, as the case may be, and any premium due
on the Bonds to be paid or redeemed, as such principal and interest come due; provided, that, in the case of the
Bonds which are to be redeemed prior to maturity, notice of such redemption shall be given as provided in the
Resolution or an irrevocable election to give such notice shall have been made by the City; then, all obligations of
the City with respect to said outstanding Bonds shall cease and terminate, except only the obligation of the City to
pay or cause to be paid from the funds deposited as described in this paragraph, to the owners of said Bonds all sums
due with respect thereto, and the tax covenant obligations of the City pursuant to the Resolution; provided, that the
City shall have received an opinion of nationally recognized bond counsel that provision for the payment of said
Bonds has been made as required by the Resolution.
As used in this section, the following terms have the meanings given below:
“Defeasance Securities” means any of the following which at the time are legal investments under the laws of the
State of California for the moneys proposed to be invested therein: (1) United States Obligations (as defined below);
and (2) Pre-refunded fixed interest rate municipal obligations meeting the following conditions: (a) the municipal
obligations are not subject to redemption prior to maturity, or the trustee has been given irrevocable instructions
concerning their calling and redemption and the issuer has covenanted not to redeem such obligations other than as
set forth in such instructions; (b) the municipal obligations are secured by cash and/or United States Obligations (as
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defined below); (c) the principal of and interest on the United States Obligations (plus any cash in the escrow fund
or the Redemption Account for the Bonds) are sufficient to meet the liabilities of the municipal obligations; (d) the
United States Obligations serving as security for the municipal obligations are held by the City Treasurer, or if
appointed by the City Treasurer pursuant to the Resolution, an escrow agent or trustee; (e) the United States
Obligations are not available to satisfy any other claims, including those against the trustee or escrow agent; and
(f) the municipal obligations are rated, at the time of original deposit to the escrow fund, “AAA” by Standard &
Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. and “Aaa” by Moody’s Investors Service,
Inc.
“United States Obligations” means (i) direct and general obligations of the United States of America, or obligations
that are unconditionally guaranteed as to principal and interest by the United States of America, including without
limitation, the interest component of Resolution Funding Corporation (REFCORP) bonds which have been stripped
by request to the Federal Reserve Bank of New York in book-entry form, or (ii) any security issued by an agency or
instrumentality of the United States of America which is selected by the Director of Public Finance that results in the
escrow fund being rated in the highest ratings category by any two Ratings Agencies (as defined below) at the time
of the initial deposit to the escrow fund and upon any substitution or subsequent deposit to the escrow fund.
“Rating Agencies” means Moody’s Investors Service, Inc., Fitch Ratings, and Standard and Poor’s Rating Services,
a division of The McGraw-Hill Companies, Inc., or any other nationally-recognized bond rating agency which is the
successor to any of the foregoing rating agencies or which is otherwise established after the date hereof.
SOURCES AND USES OF FUNDS
The following are the sources and estimated uses of funds in connection with the Bonds:
Sources
Principal Amount of Bonds
Original Issue Premium
TOTAL SOURCES OF FUNDS

$131,650,000.00
6,641,979.65
$138,291,979.65

Uses
Deposit to Series 2009A Project Account
Deposit to Series 2009A Bond Account
Underwriter’s Discount
Costs of Issuance*
TOTAL USES OF FUNDS

$130,002,123.00
6,641,979.65
1,147,208.77
500,668.23
$138,291,979.65

_______________
*

Includes fees for services of rating agencies, Co-Financial Advisors, Co-Bond Counsel,
Disclosure Counsel, costs of the City, printing, and other miscellaneous costs associated
with the issuance of the Bonds.

Any bid premium received upon the delivery of the Bonds shall be deposited into the account created for the
payment of the Bonds (the “Series 2009A Bond Account”) within the Bond Account. The Bond Account is created
by the Resolution to provide for payment of all of the bonds approved under Proposition A (the “General Obligation
Bonds (San Francisco General Hospital Improvement Bonds, 2008) Bond Account,” or as used herein, the “Bond
Account”). Taxes collected for payment of the Bonds will also be deposited into the Series 2009A Bond Account.
The Series 2009A Bond Account may be invested in any investment of the City in which moneys in the General
Fund of the City are invested. The City Treasurer may commingle any of the moneys held in the Series 2009A
Bond Account with other City moneys, or deposit amounts credited to the Series 2009A Bond Account into a
separate fund or funds for investment purposes only. See APPENDIX D: “CITY AND COUNTY OF SAN
FRANCISCO, OFFICE OF THE TREASURER—INVESTMENT POLICY.”
All remaining proceeds of the sale of the Bonds shall be deposited by the City Treasurer to the credit of the “Series
2009A Project Account” within the Project Account created by the Resolution for all of the bonds approved under
Proposition A, and shall be applied exclusively to the objects and purposes for which the Bonds are approved and
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issued, and to pay costs of issuance of the Bonds. Amounts in the Series 2009A Project Account may be invested in
any investment of the City in which moneys in the General Fund of the City are invested. The City Treasurer may
commingle any of the moneys held in the Series 2009A Project Account with other City moneys, or deposit amounts
credited to the Series 2009A Project Account into a separate fund or funds for investment purposes only. See
APPENDIX D: “CITY AND COUNTY OF SAN FRANCISCO, OFFICE OF THE TREASURER—
INVESTMENT POLICY.”
A portion of the proceeds of the Bonds will be used to pay certain costs related to the issuance of the Bonds. Up to
0.1% of the proceeds are required to be appropriated to fund the Citizens’ General Obligation Bond Oversight
Committee, created to oversee various general obligation bond programs of the City.
The City expects to apply the net proceeds of the Bonds to finance the building or rebuilding and improving the
earthquake safety of the Hospital to ensure the availability of the Hospital in the event of a natural disaster or
emergency.
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DEBT SERVICE SCHEDULES
Scheduled debt service payable with respect to the Bonds (assuming no optional redemption prior to maturity) is as
follows:
City and County of San Francisco
General Obligation Bonds
(San Francisco General Hospital Improvement Bonds, 2008)
Series 2009A

Payment Date
Dec. 15, 2009
June 15, 2010
Dec. 15, 2010
June 15, 2011
Dec. 15, 2011
June 15, 2012
Dec. 15, 2012
June 15, 2013
Dec. 15, 2013
June 15, 2014
Dec. 15, 2014
June 15, 2015
Dec. 15, 2015
June 15, 2016
Dec. 15, 2016
June 15, 2017
Dec. 15, 2017
June 15, 2018
Dec. 15, 2018
June 15, 2019
Dec. 15, 2019
June 15, 2020
Dec. 15, 2020
June 15, 2021
Dec. 15, 2021
June 15, 2022
Dec. 15, 2022
June 15, 2023
Dec. 15, 2023
June 15, 2024
Dec. 15, 2024
June 15, 2025
Dec. 15, 2025
June 15, 2026
Dec. 15, 2026
June 15, 2027
Dec. 15, 2027
June 15, 2028
Dec. 15, 2028
June 15, 2029
Total

Principal
$ 7,630,000
7,175,000
4,450,000
4,585,000
4,245,000
4,415,000
4,590,000
4,820,000
5,010,000
5,265,000
5,525,000
5,815,000
6,120,000
6,445,000
6,780,000
7,135,000
7,510,000
7,905,000
8,320,000
8,735,000
9,175,000
$131,650,000

Interest
$ 4,793,530.73
3,040,843.75
2,897,343.75
2,897,343.75
2,786,093.75
2,786,093.75
2,694,393.75
2,694,393.75
2,609,493.75
2,609,493.75
2,521,193.75
2,521,193.75
2,406,443.75
2,406,443.75
2,310,043.75
2,310,043.75
2,184,793.75
2,184,793.75
2,053,168.75
2,053,168.75
1,908,137.50
1,908,137.50
1,755,493.75
1,755,493.75
1,594,843.75
1,594,843.75
1,425,662.50
1,425,662.50
1,247,687.50
1,247,687.50
1,060,393.75
1,060,393.75
863,256.25
863,256.25
655,750.00
655,750.00
447,750.00
447,750.00
229,375.00
229,375.00
$75,137,011.98
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Total Principal and
Interest
$ 12,423,530.73
10,215,843.75
2,897,343.75
7,347,343.75
2,786,093.75
7,371,093.75
2,694,393.75
6,939,393.75
2,609,493.75
7,024,493.75
2,521,193.75
7,111,193.75
2,406,443.75
7,226,443.75
2,310,043.75
7,320,043.75
2,184,793.75
7,449,793.75
2,053,168.75
7,578,168.75
1,908,137.50
7,723,137.50
1,755,493.75
7,875,493.75
1,594,843.75
8,039,843.75
1,425,662.50
8,205,662.50
1,247,687.50
8,382,687.50
1,060,393.75
8,570,393.75
863,256.25
8,768,256.25
655,750.00
8,975,750.00
447,750.00
9,182,750.00
229,375.00
9,404,375.00
$206,787,011.98

Fiscal Year Total
$ 22,639,374.48
10,244,687.50
10,157,187.50
9,633,787.50
9,633,987.50
9,632,387.50
9,632,887.50
9,630,087.50
9,634,587.50
9,631,337.50
9,631,275.00
9,630,987.50
9,634,687.50
9,631,325.00
9,630,375.00
9,630,787.50
9,631,512.50
9,631,500.00
9,630,500.00
9,633,750.00
$206,787,011.98

Total scheduled debt service (principal plus interest) payable with respect to all outstanding general obligation bonds
of the City, including the Bonds (assuming no optional redemption prior to maturity), is as follows:
City and County of San Francisco
General Obligation Bonds
Total Debt Service Requirements
(principal plus interest)*
Total Debt Service
Fiscal Year
Ending June 30
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
Total

Series 2009A Bonds

Other Outstanding
Bonds

Fiscal Year Total

--$ 22,639,374.48
10,244,687.50
10,157,187.50
9,633,787.50
9,633,987.50
9,632,387.50
9,632,887.50
9,630,087.50
9,634,587.50
9,631,337.50
9,631,275.00
9,630,987.50
9,634,687.50
9,631,325.00
9,630,375.00
9,630,787.50
9,631,512.50
9,631,500.00
9,630,500.00
9,633,750.00
--$206,787,011.98

$ 158,529,489
150,080,825
136,138,655
120,423,418
107,722,565
98,929,263
88,898,315
88,846,175
75,900,270
72,039,560
66,067,760
58,995,023
50,069,151
51,310,458
49,185,724
45,526,568
39,669,605
27,955,499
27,807,311
27,179,279
21,455,888
21,455,138
$1,584,185,939

$ 158,529,489.00
172,720,199.48
146,383,342.50
130,580,605.50
117,356,352.50
108,563,250.50
98,530,702.50
98,479,062.50
85,530,357.50
81,674,147.50
75,699,097.50
68,626,298.00
59,700,138.50
60,945,145.50
58,817,049.00
55,156,943.00
49,300,392.50
37,587,011.50
37,438,811.00
36,809,779.00
31,089,638.00
21,455,138.00
$1,790,972,950.98

_______________
*

Totals may appear inconsistent due to rounding of components.

SECURITY FOR THE BONDS
General
The Board of Supervisors of the City has the power and is obligated, and under the Resolution has covenanted, to
levy ad valorem taxes without limitation as to rate or amount upon all property subject to taxation by the City
(except certain property which is taxable at limited rates) for the payment of the principal of and interest on the
Bonds when due.
At the option of the Board of Supervisors, other available funds of the City not restricted by law to specific uses may
be used to pay debt service on the Bonds.
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Factors Affecting Property Tax Security for the Bonds
The annual property tax rate for repayment of the Bonds will be based on the total assessed value of taxable property
in the City and the scheduled debt service on the Bonds in each year, less any other lawfully available funds applied
by the City for repayment of the Bonds. Fluctuations in the annual debt service on the Bonds, the assessed value of
taxable property in the City, and the availability of such other funds in any year, may cause the annual property tax
rate applicable to the Bonds to fluctuate. Issuance by the City of additional authorized bonds payable from ad
valorem property taxes may cause the overall property tax rate to increase.
The principal factors that may affect the City’s ability to levy and collect sufficient taxes to pay scheduled debt
service on the Bonds each year are discussed in detail in APPENDIX A and APPENDIX B, as referred to below:
Total Assessed Value of Taxable Property in the City: The greater the assessed value of taxable property in the City,
the lower the tax rate necessary to generate taxes sufficient to pay scheduled debt service on bonds. Total assessed
valuation of taxable property in the City in fiscal year 2008-09 is approximately $151.58 billion. See
APPENDIX A, Table A-5, “Assessed Valuation of Taxable Property,” and accompanying discussion of assessed
valuation for fiscal year 2008-09.
Natural and economic forces can affect the assessed value of taxable property in the City. The City is located in a
seismically active region, and damage from an earthquake in or near the City could cause moderate to extensive or
total damage to taxable property. See “Seismic Risks,” below. Other natural or manmade disasters, such as flood,
fire, toxic dumping or acts of terrorism, could also cause a reduction in the assessed value of taxable property within
the City. Economic and market forces, such as a downturn in the Bay Area’s economy generally, can also affect
assessed values, particularly as these forces might reverberate in the residential housing and commercial property
markets. For a discussion of the City’s economy, see APPENDIX B: “CITY AND COUNTY OF SAN
FRANCISCO–ECONOMY AND GENERAL INFORMATION.” In addition, the total assessed value can be
reduced through the reclassification of taxable property to a class exempt from taxation, whether by ownership or
use (such as exemptions for property owned by State and local agencies and property used for qualified educational,
hospital, charitable or religious purposes).
Concentration of Taxable Property Ownership: The more property (by assessed value) owned by any single
taxpayer, the more exposure of tax collections to weakness in that taxpayer’s financial situation and ability or
willingness to pay property taxes. In fiscal year 2008-09, no single taxpayer owned more than 0.71% of the total
taxable property in the City. See APPENDIX A, Table A-6, “Top 10 Principal Property Assessees.”
Property Tax Rates: One factor in the ability of taxpayers to pay additional taxes for general obligation bonds is the
cumulative rate of tax. The total tax rate per $100 of assessed value (including the basic countywide 1% rate
required by statute) is shown in APPENDIX A, Table A-5 for each of the last five years. Each year’s rate of
delinquency in tax payments is also shown.
Debt Burden on Owners of Taxable Property in the City: Another measure of the debt burden on local taxpayers is
total debt as a percentage of taxable property value. Issuance of general obligation bonds by the City is limited
under Section 9.106 of the Charter to 3.00% of the assessed value of all taxable real and personal property located
within the City’s boundaries. For purposes of this provision of the Charter, the City calculates its debt limit on the
basis of total assessed valuation net of non-reimbursable and homeowner exemptions. On this basis, the City’s gross
general obligation debt limit for fiscal year 2008-09 is approximately $4.24 billion, based on a net assessed
valuation of approximately $141.27 billion. As of January 31, 2009, the City had outstanding approximately
$1.14 billion in aggregate principal amount of general obligation bonds, which equals approximately 0.81% of the
net assessed valuation for fiscal year 2008-09. See APPENDIX A, Table A-13, “Statement of Direct and
Overlapping Debt and Long-Term Obligations,” Table A-14, “Direct Tax Supported Debt Service,” and the
accompanying discussion.
Additional Debt; Authorized but Unissued Bonds: Issuance of additional authorized bonds can cause the overall
property tax rate to increase. As of January 31, 2009, the City had voter approval to issue up to $1.33 billion in
aggregate principal amount of new bonds payable from ad valorem property taxes, including the Bonds. See
APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO–ORGANIZATION AND FINANCES–General
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Obligation Bonds Authorized but Unissued,” and Table A-15, “General Obligation Bonds.” In addition, the City
expects that it will propose further bond measures to the voters from time to time to help meet its capital needs,
quantified in the most recent ten-year Capital Plan at $19.79 billion. See APPENDIX A: “CITY AND COUNTY
OF SAN FRANCISCO–ORGANIZATION AND FINANCES—Capital Plan.”
Seismic Risks
The City is located in a seismically active region. Active earthquake faults underlie both the City and the
surrounding Bay Area, including the San Andreas Fault, which passes about 3 miles to the southeast of the City’s
border, and the Hayward Fault, which runs under Oakland, Berkeley and other cities on the east side of San
Francisco Bay, about 10 miles away. Significant recent seismic events include the 1989 Loma Prieta earthquake,
centered about 60 miles south of the City, which registered 6.9 on the Richter scale of earthquake intensity. That
earthquake caused fires, building collapses, and structural damage to buildings and highways in the City and
environs. The San Francisco-Oakland Bay Bridge, the only east-west vehicle access into the City, was closed for a
month for repairs, and several highways in the City were permanently closed and eventually removed.
In April 2008, the Working Group on California Earthquake Probabilities (a collaborative effort of the U.S.
Geological Survey (U.S.G.S.), the California Geological Society, and the Southern California Earthquake Center)
reported that there is a 63% chance that one or more quakes of about magnitude 6.7 or larger will occur in the San
Francisco Bay Area before the year 2038. Such earthquakes may be very destructive. For example, the U.S.G.S.
predicts a magnitude 7 earthquake occurring today on the Hayward Fault would likely cause hundreds of deaths and
almost $100 billion of damage. In addition to the potential damage to City-owned buildings and facilities (on which
the City does not generally carry earthquake insurance), due to the importance of San Francisco as a tourist
destination and regional hub of commercial, retail and entertainment activity, a major earthquake anywhere in the
Bay Area may cause significant temporary and possibly longer-term harm to the City’s economy, tax receipts, and
residential and business real property values.
RECENT DEVELOPMENTS
The information contained in APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO–ORGANIZATION
AND FINANCES” and APPENDIX B: “CITY AND COUNTY OF SAN FRANCISCO–ECONOMY AND
GENERAL INFORMATION” was prepared by the City for inclusion in official statements relating to bonds of the
City and updated as of January 30, 2009. The following information supplements and amends the information set
forth in such Appendices as of the date of this Official Statement. Investors are advised to carefully consider the
information presented below, together with other information presented in this Official Statement, in order to make
an informed investment decision.
Recent Changes in City’s General Economic Environment
Recent events in the national and global economy and financial markets, including significant stock market price
declines and severe credit contractions, subsequent to June 30, 2008 (the end of the City’s most recent fiscal year)
have adversely affected the San Francisco economy and the City’s financial position and economic outlook. Most
tax, fee and other revenue sources for the City described in Appendix A are now expected to be lower than
previously projected for fiscal year 2008-09. Real property transfer tax revenue has been hurt by factors such as
reduced sales of property, particularly of large commercial buildings, for reasons including tight credit and the
stronger dollar. Transient occupancy tax revenue is expected to suffer from lower hotel occupancy and room rates as
both businesses and tourists curtail travel. Sales taxes are declining due to weaker consumer confidence overall,
affecting both state and local taxable sales. The City can give no assurance of when the national and global economy
and financial markets might stabilize, nor whether the City's general economy will not continue to experience
further contraction.
Appendix A describes the revenue items as budgeted in fiscal year 2008-09 in detail. This section provides more
current—and generally more pessimistic—forecasts of budgeted revenues in fiscal year 2008-09. This section also
describes actions taken by the Mayor and Board of Supervisors regarding the budget and the newly adopted State
Budget for 2009-10.
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Six-Month City Budget Updates for Fiscal Year 2008-09
On February 10, 2009, the City Controller released his fiscal year 2008-09 Six-Month Budget Status Report (the
“Six-Month Report”) as directed by the City Charter. The Six-Month Report is intended to provide a detailed review
and projection of revenues and expenditures for the current fiscal year as compared to the estimates contained in the
fiscal year 2008-09 Original Budget (the “Original Budget”) adopted by the Board of Supervisors on July 29, 2008
and signed by the Mayor on July 30, 2008. See APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO—
ORGANIZATION AND FINANCES—Adopted Fiscal Year 2008-09 Budget; Recent Changes in City Fiscal
Outlook”.
Excluding prior-year fund balances, transfers and reserves, the Original General Fund Budget assumed revenues of
$2.89 billion, expenses of $2.50 billion, and a fiscal year-end balance of $20.1 million. In the Six-Month Report, the
Controller projects modestly weaker current-year General Fund revenues of $2.77 billion, a reduction of $126.9
million or 5.1 percent. Current-year General Fund expenditure savings of approximately $94.7 million and reserve
balances are available to offset these revenue weaknesses. The Controller projects the fiscal year-end 2008-09
General Fund Balance to be $20.1 million, a reduction of $85.0 million or 80.9 percent from the fiscal year-end
2007-08 audited General Fund Balance of $105.1 million. Further detail on key budgetary variances between the
Original Budget and the Six-Month Report are provided below. However, the Six-Month Report cautions that
volatility in the economy continues to create considerable uncertainty in revenue projections.
Revenue Adjustments
x

The Original Budget assumed $81.7 million in the unreserved, undesignated General Fund Balance from
fiscal year 2007-08 available for appropriation in fiscal year 2008-09, while the audited General Fund
Balance was $105.1 million, an increase of $23.4 million. Of this amount, the Original Budget appropriated
$81.7 million, leaving $43.5 million in the General Fund Balance at the start of fiscal year 2008-09.

x

The Original Budget assumed real property transfer tax revenues of $94.3 million. The Six-Month Report
projects property transfer tax revenue to be $44.8 million – a decrease of $49.5 million or 52.5 percent.

x

The Original Budget assumed transient occupancy tax revenues of $188.7 million. The Six-Month Report
projects hotel room tax revenues to be $148.9 million – a decrease of $39.8 million or 21.1 percent.

x

The Original Budget assumed sales and use tax revenues of $363.3 million. The Six-Month Report projects
sales tax-related sources to be $326.3 million – a decrease of $37.0 million or 10.2 percent.

x

The Original Budget assumed property tax revenues of $1,018.9 million. The Six-Month Report projects
property tax revenues to be $1,014.8 million – a decrease of $4.1 million or 0.4 percent.
o

The Controller considers significant additional assessment appeals possible, particularly from
owners of commercial properties whose values fluctuate with business activity. Additional
deposits to the Assessment Appeals Reserve of $8.1 million are assumed.

o

Foreclosures increased 205 percent from fiscal year 2006-07 to 2007-08, and are assumed to
increase another 50 percent in 2008-09; however the Controller notes that the absolute number of
foreclosures (494 in fiscal year 2007-08) is still relatively small, and that these have not yet had a
significant impact on property valuation.

x

The Original Budget assumed payroll tax revenues of $384.6 million. The Six-Month Report projects
payroll tax revenues to be $396.3 million – an increase of $11.7 million or 3.0 percent. This increase is due
to moderate overall job growth in the first three quarters of calendar year 2008, offset by job losses in the
fourth quarter. These local job losses will continue to affect payroll tax collections in fiscal year 2009-10.

x

All other sources of General Fund revenue—other local taxes (including other business taxes, utility users
tax, emergency response tax and parking tax); interest and investment income; rents and concessions; fee,
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license, and permit revenues; charges for services; and intergovernmental revenues beyond the $41 million
in State cuts already assumed—are projected to fall $8.2 million below Original Budget projections, a
decrease of 0.9 percent.
Expenditure Adjustments
x

The projected savings of $94.7 million in General Fund expenditures are primarily due to mid-year
spending reductions directed by the Mayor’s Office to offset projected General Fund revenue shortfalls.
Major contributors to the projected expenditure savings include the Department of Public Health ($16.8
million) and Police, Human Services, Fire, and Recreation and Parks (combined expenditure savings of
$27.3 million).
o

General Fund baseline funding of certain City services mandated by the City Charter are indexed
to overall growth or loss of aggregate General Fund discretionary revenues. The Controller’s
projected General Fund revenue shortfalls reduce City Charter-mandated General Fund baseline
funding contributions by $22.5 million.

x

Pursuant to the City’s Administrative Code, a percentage of savings by General Fund departments and the
Department of Public Health’s hospital funds are deposited into the Citywide Budget Savings Incentive
Reserve. The Controller may suspend deposits in years when the Controller determines that the City’s
financial condition cannot support deposits into the fund. The Controller may limit deposits into the fund at
the fiscal year-end 2008-09 and may suspend the carry-forward of $8.2 million unappropriated balance
from fiscal year 2007-08.

x

The City Charter establishes a Rainy Day Economic Stabilization Reserve funded by excess revenue
growth in good years. If fiscal year 2008-09 revenues are realized at levels projected by the Controller in
the Six-Month Report, the City may withdraw up to $6.3 million from the reserve.

The City’s Six-Month Report is posted on the City Controller’s website at www.sfgov.org/controller. (The SixMonth Report is not incorporated by reference herein.)
Additional Actions Proposed by Mayor and Board of Supervisors
The Mayor has estimated a projected budget gap in the amount of approximately $460 million in fiscal year 200910, assuming budget cuts of approximately $118 million are made in the current fiscal year. The City’s Budget for
2009-10 is under consideration by the Board of Supervisors, but no definitive actions have yet been taken.
The Board of Supervisors is considering legislation that, if approved, would allow the City to call a special election
prior to August 31, 2009, at which revenue raising measures could be proposed to the City’s voters. Several tax and
fee measures have been introduced to the Board of Supervisors, but no measures have yet been proposed to the
voters, nor a specific election date established.
On February 11, 2009, Mayor Newsom announced a plan for stimulating the local economy. Proposed “local
economic stimulus” measures include: (i) accelerating approved capital spending projects, including amending the
City’s Public Works Code to make bidding on City construction jobs easier; (ii) investing in local businesses,
including through no-interest loans and outreach to businesses, consumers and tourists; (iii) reducing burdens of
local government on local businesses, including tax credit programs for new job creation and local equipment
purchases; (iv) supporting the local workforce through tax credits, financial literacy programs and employment
assistance fairs and centers; and (v) attracting more foreign investment.
Impact of Federal Stimulus Bill on City Budget and Economy
The City actions described above do not incorporate budget changes in response to the federal stimulus bill (the
“American Recovery and Reinvestment Act of 2009”), enacted on February 17, 2009.
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The State Budget discussed in the paragraph below assumes the receipt of at least $7.8 billion from the American
Recovery and Reinvestment Act of 2009. To the extent the State realizes more from the federal government for
certain programs, the State Budget Act provides that smaller spending reductions will be made in those areas.
State Budget Updates for Fiscal Year 2008-09
On February 20, 2009, the Governor signed the budget package for fiscal year 2009-10 consisting of a series of
budget bills adopted by the State Legislature on February 19, 2009. The State budget package closes a projected
$42 billion deficit through fiscal year-end 2009-10. The package consists of $15 billion in expenditure reductions,
$11.4 billion in borrowing, $12.8 billion in taxes and $2 billion in federal moneys. Some of these reductions directly
affect the City’s current year (fiscal year 2008-09) budget. The adopted State budget includes reductions in State
funding for county public hospitals and social services programs including CalWORKs, Supplemental Security
Income/State Supplementary Payment, Medi-Cal, In-Home Supportive Services, and other social service programs.
The Six-Month Report was released prior to the adoption of the State budget, and the City has not yet evaluated all
of the intergovernmental transfers, local revenue shifts, taxes, and increased responsibility for expenditure programs
that the adopted State budget might include, and additional “trailer bills” have yet to be adopted. In addition, as part
of the budget package, a proposal to establish a new State spending cap will appear on the May 19 statewide special
election ballot together with other political and budgetary measures and will require a majority vote for passage.
Therefore, the City cannot accurately describe or predict the final impact of the State budget on City revenues and
expenditures in 2009-10 or beyond.
The Mayor and the Board of Supervisors have not yet responded to the adopted State budget with any official City
actions. The City is also unable to predict how the current economic environment or changes thereto will affect the
State’s ability to meet the revenue and spending assumptions in the State’s adopted budget.
CONSTITUTIONAL AND STATUTORY LIMITATIONS
ON TAXES AND EXPENDITURES
Several constitutional and statutory limitations on taxes, revenues and expenditures exist under State law which limit
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 electorate. These constitutional and statutory limitations, and future limitations, if enacted, could potentially
have an adverse impact on the City’s general finances and its ability to raise revenue, or maintain existing revenue
sources, in the future; however the ad valorem property tax required to be levied to pay debt service on the Bonds
was authorized and approved in accordance with all applicable Constitutional limitations. A summary of the
currently effective limitations is set forth below.
Article XIII A of the California Constitution
Article XIII A of the California Constitution, known as Proposition 13, was approved by the California voters in
June of 1978. It limits the amount of ad valorem tax on real property to 1% of “full cash value,” as determined by
the county assessor. Article XIII A defines “full cash value” to mean the county assessor’s valuation of real property
as shown on the 1975-76 tax bill under “full cash value,” or thereafter, the appraised value of real property when
“purchased, newly constructed or a change in ownership has occurred” (as such terms are used in Article XIII A)
after the 1975 assessment. Furthermore, all real property valuation may be increased to reflect the inflation rate, as
shown by the consumer price index or comparable data, in an amount not to exceed 2% per year, or may be reduced
in the event of declining property values caused by damage, destruction or other factors. Article XIII A provides that
the 1% limitation does not apply to ad valorem taxes to pay interest or redemption charges on (1) indebtedness
approved by the voters prior to July 1, 1978, (2) any bonded indebtedness for the acquisition or improvement of real
property approved on or after July 1, 1978, by two-thirds of the votes cast by the voters voting on the proposition, or
(3) bonded indebtedness incurred by a school district or community college district for the construction,
reconstruction, rehabilitation or replacement of school facilities or the acquisition or lease of real property for school
facilities, approved by 55% of the voters of the district voting on the proposition, but only if certain accountability
measures are included in the proposition.
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The Revenue and Taxation Code permits county assessors who have reduced the assessed valuation of a property as
a result of natural disasters, economic downturns or other factors, to subsequently “recapture” such value (up to the
pre-decline value of the property) at an annual rate higher than 2%, depending on the assessor’s measure of the
restoration of value of the damaged property. The California courts have upheld the constitutionality of this
procedure.
Since its adoption, Article XIII A has been amended a number of times. These amendments have created a number
of exceptions to the requirement that property be assessed when purchased, newly constructed or a change in
ownership has occurred. These exceptions include certain transfers of real property between family members,
certain purchases of replacement dwellings for persons over age 55 and by property owners whose original property
has been destroyed in a declared disaster, and certain improvements to accommodate persons with disabilities and
for seismic upgrades to property. These amendments have resulted in marginal reductions in the property tax
revenues of the City. Both the California State Supreme Court and the United States 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
governmental entity. However, no limit is imposed on the appropriation of local revenues and taxes to pay debt
service on bonds existing or authorized by January 1, 1979, or subsequently authorized by the voters. Article XIII B
includes a requirement that if an entity’s revenues in any year exceed the amount permitted to be spent, the excess
would have to be returned by revising tax or fee schedules over the next two years.
See APPENDIX C: “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF
SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2008” for information on the City’s
appropriations limit.
Articles XIII C and XIII D of the California Constitution
Proposition 218, approved by the voters of the State in 1996, added Articles XIII C and XIII D to the State
Constitution, which affect the ability of local governments, including charter 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 voter-approved debt once such debt has been approved by the voters. However,
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 can
only continue to collect taxes that were imposed after January 1, 1995 if voters subsequently approved such taxes by
November 6, 1998. All of the City’s local taxes subject 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 manage fiscal problems through new, extended or increased taxes. No assurance can be given
that the City will be able to raise taxes in the future to meet increased expenditure requirements.
In addition, Article XIII C addresses the initiative power in matters of local taxes, assessments, fees and charges.
Pursuant to Article XIII C, the voters of the City could, by initiative, repeal, reduce or limit any existing or future
local tax, assessment, fee or charge, subject to certain limitations imposed by the courts and additional limitations
with respect to taxes levied to repay bonds. The City raises a substantial portion of its revenues from various local
taxes which are not levied to repay bonded indebtedness and which could be reduced by initiative under
Article XIII C. No assurance can be given that the voters of the City will not approve initiatives that repeal, reduce
or prohibit the imposition or increase of local taxes, assessments, fees or charges. See APPENDIX A: “CITY AND
COUNTY OF SAN FRANCISCO–ORGANIZATION AND FINANCES–Other City Tax Revenues” for a
discussion of other City 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 sufficient to pay debt service coming due in each year; the initiative power cannot
be used to reduce or repeal the authority and obligation to levy such taxes which are pledged as security for payment
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of the City’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 XIII D contains several provisions making 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 City, and no assurance can be given that
Proposition 218 will not have a material adverse impact on the City’s revenues.
Statutory Limitations
On November 4, 1986, California voters adopted Proposition 62, an initiative statute that, among other matters,
requires (i) that any new or increased general purpose tax be approved by a two-thirds vote of the local
governmental entity’s legislative body and by a majority vote of the voters, and (ii) that any new or increased special
purpose tax be approved by a two-thirds vote of the voters.
In Santa Clara County Local Transportation Authority v. Guardino, 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 California Supreme Court based
its decision on the failure of the authority to obtain a two-thirds vote for the levy of a “special tax” as required by
Proposition 62. The Santa Clara decision did not address the question of whether it should be applied retroactively.
In McBrearty v. City of Brawley 59 Cal. App. 4th 1441 (1997), 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 requirements of Proposition 62 do not apply to certain taxes imposed by charter
cities. See, Fielder v. City of Los Angeles 14 Cal. App. 4th 137 (1993) and Fisher v. County of Alameda 20 Cal.
App. 4th 120 (1993).
Proposition 62 as an initiative 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 from the State Constitution,
to impose taxes. Proposition 218 (discussed above), however, incorporates the voter approval requirements initially
imposed by Proposition 62 into the State Constitution.
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 November 1986. Proposition 62 contains provisions that
apply to taxes imposed on or after August 1, 1985. Since August 1, 1985, the City has collected taxes on businesses,
hotel occupancy, utility use, parking, property transfer, stadium admissions and vehicle rentals. See APPENDIX A:
“CITY AND COUNTY OF SAN FRANCISCO—ORGANIZATION AND FINANCES—Other City Tax
Revenues.” Only the hotel and stadium 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 remaining
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.
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Proposition 1A
Proposition 1A, proposed by the State’s legislature in connection with the State’s fiscal year 2004-05 Budget,
approved by the voters in November 2004, provides that the State may not reduce any local sales tax rate, limit
existing local government authority to levy a sales tax rate or change the allocation of local sales tax revenues,
subject to certain exceptions. As set forth under the laws in effect as of November 3, 2004, Proposition 1A generally
prohibits the State from shifting any share of property tax revenues allocated to local governments for any fiscal
year to schools or community colleges. Any change in the allocation of property tax revenues among local
governments within a county must be approved by two-thirds of both houses of the Legislature. Proposition 1A
provides, however, that beginning in fiscal year 2008-09, the State may shift to schools and community colleges up
to 8% of local government property tax revenues, which amount must be repaid, with interest, within three years, if
the Governor proclaims that the shift is needed due to a severe state financial hardship, the shift is approved by twothirds of both houses and certain other conditions are met. The State may also approve voluntary exchanges of local
sales tax and property tax revenues among local governments within a county.
Proposition 1A also provides that if the State reduces the annual vehicle license fee rate currently in effect, 0.65% of
vehicle value, the State must provide local governments with equal replacement revenues. Further, Proposition 1A
requires the State, beginning July 1, 2005, to suspend State mandates affecting cities, counties and special districts,
excepting mandates relating to employee rights, schools or community colleges, in any year that the State does not
fully reimburse local governments for their costs to comply with such mandates.
Proposition 1A may result in increased and more stable City revenues. The magnitude of such increase and stability
is unknown and would depend on future actions by the State. However, Proposition 1A could also result in
decreased resources being available for State programs. This reduction, in turn, could affect actions taken by the
State to resolve budget difficulties. Such actions could include increasing State taxes, decreasing spending on other
State programs or other action, some of which could be adverse to the City.
Future Initiatives
Articles XIII A, XIII B, XIII C and XIII D and Propositions 62 and 1A were each adopted as measures that qualified
for the ballot pursuant to the State’s initiative process. From time to time other initiative measures could be adopted,
further affecting revenues of the City or the City’s ability to expend revenues. The nature and impact of these
measures cannot be anticipated by the City.
TAX MATTERS
General
In the opinion of Sidley Austin LLP, San Francisco, California, and Elizabeth C. Green, Esq., San Francisco,
California, Co-Bond Counsel, based on existing statutes, regulations, rulings and judicial decisions and assuming
compliance by the City with certain covenants in the City Resolution and requirements of the Internal Revenue Code
of 1986, as amended (the “Code”), regarding the use, expenditure and investment of proceeds of the Bonds and the
timely payment of certain investment earnings to the United States, interest on the Bonds is not includable in the
gross income of the owners of the Bonds for federal income tax purposes. Failure to comply with such covenants
and requirements may cause interest on the Bonds to be included in gross income retroactively to the date of
issuance of the Bonds.
In the further opinion of Co-Bond Counsel, interest on the Bonds (i) is not treated as an item of tax preference in
calculating the federal alternative minimum taxable income of individuals and corporations; and (ii) pursuant to the
American Recovery and Reinvestment Act of 2009, which was signed into law on February 17, 2009, is not
included as an adjustment in calculating federal corporate alternative minimum taxable income for purposes of
determining a corporation’s alternative minimum tax liability.
Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral tax consequences to
certain taxpayers, including, without limitation, financial institutions, property and casualty insurance companies,
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certain foreign corporations doing business in the United States, certain S corporations with excess passive income,
individual recipients of Social Security or Railroad Retirement benefits, taxpayers that may be deemed to have
incurred or continued indebtedness to purchase or carry tax-exempt obligations and taxpayers who may be eligible
for the earned income tax credit. Co-Bond Counsel expresses no opinion with respect to any collateral tax
consequences and, accordingly, prospective purchasers of the Bonds should consult their tax advisors as to the
applicability of any collateral tax consequences.
Certain requirements and procedures contained or referred to in the City Resolution may be changed, and certain
actions may be taken or not taken, under the circumstances and subject to the terms and conditions set forth in such
documents, upon the advice or with the approving opinion of counsel nationally recognized in the area of taxexempt obligations. Co-Bond Counsel expresses no opinion as to the effect of any change to any document
pertaining to the Bonds or of any action taken or not taken where such change is made or action is taken or not taken
without our approval or in reliance upon the advice of counsel other than Sidley Austin LLP with respect to the
exclusion from gross income of the interest on the Bonds for federal income tax purposes.
Original Issue Discount
The initial public offering price of certain of the Bonds (collectively, the “Discount Bonds”) is less than the principal
amount of the Discount Bonds. The difference between the principal amount of a Discount Bond and its initial
public offering price is original issue discount. Original issue discount on a Discount Bond accrues over the term of
such Discount Bond at a constant interest rate. To the extent it has accrued, original issue discount on a Discount
Bond is treated as interest excludable from gross income for federal income tax purposes under the conditions and
limitations described above. The amount of original issue discount that accrues on a Discount Bond in each year is
not an item of tax preference for purposes of calculating federal alternative minimum taxable income, but is
included as an adjustment in the calculation of federal corporate alternative minimum taxable income and may
therefore affect a corporation’s alternative minimum tax liability. Additionally, such accrued original issue discount
is taken into account in determining the distribution requirements of certain regulated investment companies.
Consequently, owners of Discount Bonds should be aware that the accrual of original issue discount in each year
may result in an alternative minimum tax liability, additional distribution requirements or other collateral federal
income tax consequences although the owner may not have received cash in such year.
The accrual of original issue discount on a Discount Bond will increase the owner’s adjusted basis in such Discount
Bond. This will affect the amount of taxable gain or loss realized by the owner of the Discount Bond upon the
redemption, sale or other disposition of such Discount Bond. The effect of the accrual of original issue discount on
the federal income tax consequences of a redemption, sale or other disposition of a Discount Bond that is not
purchased at the initial public offering price may be determined according to rules that differ from those described
above. Owners of Discount Bonds should consult their tax advisors with respect to the precise determination for
federal income tax purposes of the amount of original issue discount that properly accrues with respect to the
Discount Bonds, other federal income tax consequences of owning and disposing of the Discount Bonds and any
state and local tax consequences of owning and disposing of the Discount Bonds.
Original Issue Premium
Certain of the Bonds may be purchased in the initial offering for an amount in excess of their principal amount
(hereinafter, the “Premium Bonds”). The excess of the tax basis of a purchaser of a Premium Bond (other than a
purchaser who holds a Premium Bond as inventory, stock in trade or for sale to customers in the ordinary course of
business) over the principal amount of such Premium Bond is “bond premium.” Bond premium is amortized for
federal income tax purposes over the term of a Premium Bond based on the purchaser’s yield to maturity in the
Premium Bond, except that in the case of a Premium Bond callable prior to its stated maturity, the amortization
period and the yield may be required to be determined on the basis of an earlier call date that results in the lowest
yield on such Premium Bond. A purchaser of a Premium Bond is required to decrease his or her adjusted basis in
such Premium Bond by the amount of bond premium attributable to each taxable year in which such purchaser holds
such Premium Bond. The amount of bond premium attributable to a taxable year is not deductible for federal
income tax purposes. Purchasers of Premium Bonds should consult their tax advisors with respect to the precise
determination for federal income tax purposes of the amount of bond premium attributable to each taxable year and
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the effect of bond premium on the sale or other disposition of a Premium Bond, and with respect to the state and
local tax consequences of owning and disposing of a Premium Bond.
Information Reporting and Backup Withholding
Interest paid on tax-exempt obligations is subject to information reporting in a manner similar to interest paid on
taxable obligations. While this reporting requirement does not, by itself, affect the excludability of interest from
gross income for federal income tax purposes, the reporting requirement causes the payment of interest on the Bonds
to be subject to backup withholding if such interest is paid to beneficial owners that (a) are not “exempt recipients,”
and (b) either fail to provide certain identifying information (such as the beneficial owner’s taxpayer identification
number) in the required manner or have been identified by the IRS as having failed to report all interest and
dividends required to be shown on their income tax returns. Generally, individuals are not exempt recipients,
whereas corporations and certain other entities are exempt recipients. Amounts withheld under the backup
withholding rules from a payment to a beneficial owner are allowed as a refund or credit against such beneficial
owner’s federal income tax liability so long as the required information is furnished to the IRS.
State Tax Exemption
In the further opinion of Co-Bond Counsel, interest on the Bonds is exempt from personal income taxes imposed by
the State of California.
Future Developments
Future legislative proposals, if enacted into law, regulations, rulings or court decisions may cause interest on the
Bonds to be subject, directly or indirectly, to federal income taxation or to State or local income taxation, or may
otherwise prevent beneficial owners from realizing the full current benefit of the tax status of such interest. Further,
legislation and regulatory actions and proposals may affect the economic value of the federal or state tax exemption
or the market value of the Bonds.
Prospective purchasers of the Bonds should consult their tax advisors regarding pending or proposed federal or state
tax legislation, regulations, rulings or litigation, as to which Co-Bond Counsel expresses no opinion.
A copy of the proposed form of opinion of Co-Bond Counsel is attached hereto as APPENDIX G.
OTHER LEGAL MATTERS
The validity of the Bonds and certain other legal matters are subject to the approving opinions of Sidley Austin LLP,
San Francisco, California, and Elizabeth C. Green, Esq., San Francisco, California, Co-Bond Counsel. A complete
copy of the proposed form of Co-Bond Counsel opinion is contained in APPENDIX G hereto, and will be made
available to the initial purchasers of the Bonds at the time of the original delivery of the Bonds. Co-Bond Counsel
undertake no responsibility for the accuracy, completeness or fairness of this Official Statement. Certain legal
matters will be passed upon for the City by the City Attorney and by Orrick, Herrington & Sutcliffe LLP, San
Francisco, California, Disclosure Counsel.
PROFESSIONALS INVOLVED IN THE OFFERING
Public Financial Management, Inc., San Francisco, California, and Kitahata & Company, San Francisco, California,
have served as Co-Financial Advisors to the City with respect to the sale of the Bonds. The Co-Financial Advisors
have assisted the City in the review of this Official Statement and in other matters relating to the planning,
structuring, and sale of the Bonds. The Co-Financial Advisors have not independently verified any of the data
contained herein nor conducted a detailed investigation of the affairs of the City to determine the accuracy or
completeness of this Official Statement and assume no responsibility for the accuracy or completeness of any of the
information contained herein. The Co-Financial Advisors, Co-Bond Counsel and Disclosure Counsel will all receive
compensation from the City contingent upon the sale and delivery of the Bonds. The City Treasurer is acting as
paying agent and registrar with respect to the Bonds.
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ABSENCE OF LITIGATION
No litigation is pending or threatened concerning the validity of the Bonds, the ability of the City to levy the ad
valorem tax required to pay debt service on the Bonds, the corporate existence of the City, or the entitlement to their
respective offices of the officers of the City who will execute and deliver the Bonds and other documents and
certificates in connection therewith. The City will furnish to the initial purchasers of the Bonds a certificate of the
City as to the foregoing as of the time of the original delivery of the Bonds.
CONTINUING DISCLOSURE
The City has covenanted for the benefit of the holders and beneficial owners of the Bonds to provide certain
financial information and operating data relating to the City (the “Annual Report”) not later than 270 days after the
end of the City’s fiscal year (which currently ends on June 30), commencing with the report for fiscal year 2008-09,
which is due not later than March 27, 2010, and to provide notices of the occurrence of certain enumerated events, if
material. The Annual Report will be filed by the City with each Nationally Recognized Municipal Securities
Information Repository and the State Repository, if any. The notices of material events will be filed by the City
with each Nationally Recognized Municipal Securities Information Repository or with the Municipal Securities
Rulemaking Board, and with the State Repository, if any. The specific nature of the information to be contained in
the Annual Report or the notices of material events is summarized in APPENDIX E: “FORM OF CONTINUING
DISCLOSURE CERTIFICATE.” These covenants have been made in order to assist the initial purchasers of the
Bonds in complying with Securities and Exchange Commission Rule 15c2-12(b)(5) (the “Rule”). The City has
never failed to comply in all material respects with any previous undertakings with regard to the Rule to provide
annual reports or notices of material events.
The City may, from time to time, but is not obligated to, post its Comprehensive Annual Financial Report and other
financial information on the City Controller’s web site at www.sfgov.org/controller.
RATINGS
Moody’s Investors Service, Inc. (“Moody’s”), Standard & Poor’s Ratings Services (“S&P”), and Fitch Ratings
(“Fitch”), have assigned municipal bond ratings of “Aa2,” “AA,” and “AA-” respectively, to the Bonds. Certain
information not included in this Official Statement was supplied by the City to the rating agencies to be considered
in evaluating the Bonds. The ratings reflect only the views of each rating agency, and any explanation of the
significance of any rating may be obtained only from the respective credit rating agencies: Moody’s, at
www.moodys.com; S&P, at www.sandp.com; and Fitch, at www.fitchratings.com. Investors are advised to read the
entire Official Statement to obtain information essential to the making of an informed investment decision. No
assurance can be given that any rating issued by a rating agency will be retained for any given period of time or that
the same will not be revised or withdrawn entirely by such rating agency, if in its judgment circumstances so
warrant. Any such revision or withdrawal of the ratings obtained may have an adverse effect on the market price of
the Bonds. The City undertakes no responsibility to oppose any such downward revision, suspension or withdrawal.
SALE OF THE BONDS
The Bonds were sold at competitive bid on March 4, 2009. The Bonds were awarded to Wachovia Bank, National
Association (the “Purchaser”), who submitted the lowest true interest cost bid, at a purchase price of
$137,144,770.88. Under the terms of its bid, the Purchaser will be obligated to purchase all of the Bonds if any are
purchased, the obligation to make such purchase being subject to the approval of certain legal matters by Co-Bond
Counsel, and certain other conditions to be satisfied by the City.
The Purchaser has certified the reoffering prices or yields for the Bonds set forth on the cover of this Official
Statement, and the City takes no responsibility for the accuracy of those prices or yields. Based on the reoffering
prices, the original issue premium on the reoffering of the Bonds is $6,641,979.65, and the Purchaser’s gross
compensation (or “spread”) is $1,147,208.77. The Purchaser may offer and sell Bonds to certain dealers and others
at prices lower than the offering prices stated on the cover page. The offering prices may be changed from time to
time by the Purchaser.
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MISCELLANEOUS
Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated, are
intended as such and not as representations of fact. This Official Statement is not to be construed as a contract or
agreement between the City and the initial purchasers or owners and beneficial owners of any of the Bonds.
___________________________________

The preparation and distribution of this Official Statement have been duly authorized by the Board of Supervisors of
the City.

CITY AND COUNTY OF SAN FRANCISCO

By:
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/s/ Benjamin Rosenfield
Controller

APPENDIX A
CITY AND COUNTY OF SAN FRANCISCO
ORGANIZATION AND FINANCES

This Appendix contains information that is current as of January 30, 2009.
The various reports, documents, websites and other information referred to herein are not
incorporated herein by such references.
The City and County of San Francisco (the “City” or “San Francisco”) has referred to certain
specified documents in this Appendix A which are hosted on the City’s website. A wide variety
of other information, including financial information, concerning the City is available from the
City’s publications, websites and its departments. Any such other information that is inconsistent
with the information set forth in this Appendix A should be disregarded and no such other
information is a part of or incorporated into this Appendix A.
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”), and is 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 by territorial government to the City. 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 Hetch 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 of
Supervisors”) in setting policy and determining budgets, while reducing the authority of the
various City commissions, which are composed of appointed citizens. Under the Charter, the
Mayor’s appointment of a commissioner is subject to approval by a two-thirds vote of the Board
of Supervisors. The Mayor appoints each department head from nominations submitted by the
appropriate commission.
The City has an elected Board of Supervisors consisting of eleven members and an elected Mayor
who serves as chief executive officer. Members of the Board of Supervisors and the Mayor each
serve a four-year term. In 2000, a Charter amendment went into effect that changed the Board of
Supervisors election system from a Citywide vote to elections by district. The Mayor and
members of the Board of Supervisors are subject to term limits as established by the Charter.
Members of the Board of Supervisors may serve no more than two successive four-year terms
and may not serve another term until four years have elapsed since the end of second successive
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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 are carried out by the
San Francisco Unified School District (grades K-12) and the San Francisco Community College
District (post-secondary). The School District and Community College District are a separate
legal entity with a separately elected governing board. The Charter provides a civil service
system for most City employees.
Gavin Newsom was elected the 42nd Mayor of the City on December 9, 2003, and was sworn into
office on January 8, 2004. Mayor Newsom was re-elected on November 6, 2007, and sworn into
his second term of office on January 8, 2008. Mayor Newsom had been elected to the Board of
Supervisors three times and served on the Board of Supervisors from 1997 until he was elected
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.
Table A-1 shows a summary of the eleven elected Board of Supervisors and their respective
terms served.

TABLE A-1
CITY AND COUNTY OF SAN FRANCISCO BOARD OF SUPERVISORS

District

Date
Appointed

Eric Mar
M ichela Alioto-Pier

1
2

N/A
1/27/2004

David Chiu*
Carmen Chu

3
4

N/A
9/25/2007
1/11/2008

Name

Ross Mirkarimi

5

N/A

Chris Daly

6

N/A

Sean Elsbernd

7

8/5/2004

Bevan Dufty

8

12/11/200 2

David Campos

9

12/4/2008

Sophie Maxwell

10

N/A

John Avalos

11

N/A

* President of the Board of Supervisors.
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Date
Elected

Term

Nov-08
N/A
Nov-04
Nov-06
Nov-08
N/A
N/A
Nov-08
Nov-04
Nov-08
Nov-00
Nov-02
Nov-06
N/A
Nov-04
Nov-08
N/A
Nov-02
Nov-06
N/A
Nov-08
Nov-00
Nov-02
Nov-06
Nov-08

2009 - 2013
1/27/04 - 1/8/05
2005 - 2007
2007 - 2011
2009 - 2013
9/25/07 - 1/11/08
1/11/08 - 1/8/09
2009 - 2011
2005 - 2009
2009 - 2013
2001 - 2003
2003 - 2007
2007 - 2011
8/5/04 - 1/8/05
2005 - 2009
2009 - 2013
12/11/02 - 1/8/03
2003 - 2007
2007 - 2011
12/4/08 - 1/8/09
2009 - 2013
2001 - 2003
2003 - 2007
2007 - 2011
2009 - 2013

Current
Term
Expiration
2 013

2 011
2 013
2 009
2 011
2 009
2 013

2 011
2 009
2 013

2 011
2 013

2 011
2 013

Chris Daly, an affordable housing organizer, and Sophenia (Sophie) Maxwell, an electrician,
were elected to two-year terms in 2000 and were re-elected in November 2002 and 2006. 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 10, 2002 and re-elected in
November 2006. 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. Sean Elsbernd was appointed to the Board of Supervisors in August 2004. He
was elected to additional four-year term in November 2004 and re-elected in November 2008. He
previously served as liaison to the Board of Supervisors in the Mayor’s Office, a legislative aide
to the Board of Supervisors, and Co-Director of the Congressional Human Rights Caucus. Ross
Mirkarimi, an investigator for the District Attorney’s Office was elected to a four year term in
November 2004 and re-elected in November 2008. Carmen Chu, a former deputy director in the
Mayor’s Office of Public Policy and Finance, was appointed to fill the vacancy left by the
resignation of Supervisor Ed Jew in September 2007. She was elected to a four year term in
November 2008. David Chiu, a Democratic Counsel was elected to a four-year term in
November 2008. He was elected President of the Board of Supervisors by a majority of the
Board of Supervisors in January 2009. Eric Mar, was elected to a four--year term in November
2008. He previously served as a Commissioner and past President of the San Francisco Board of
Education. John Avalos was elected to a four-year term in November 2008. He previously
served as a Legislative Aide for Supervisor Chris Daly.
Dennis J. Herrera, City Attorney, was elected to a four-year term on December 11, 2001, and
assumed office on January 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 Commission 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.
Benjamin Rosenfield serves as the City Controller. Mr. Rosenfield was appointed to a 10-year
term as Controller by Mayor Gavin Newsom and confirmed by the Board of Supervisors in
March 2008. As Chief Fiscal Officer and Auditor, he monitors spending for all officers,
departments and employees charged with receipt, collection or disbursement of City funds,
including those in the $6.08 billion fiscal year 2008-09 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
activities. Before becoming Controller, Mr. Rosenfield served as the Deputy City Administrator
under City Administrator Edwin Lee from 2005 to 2008. He was responsible for preparation and
monitoring of the City’s 10-year capital plan, oversight of a number of internal service offices
under the City Administrator, and work implementing the City’s new 311 non-emergency
customer service center. From 2001 to 2005 Mr. Rosenfield worked as the Budget Director for
then-Mayor Willie L. Brown, Jr. and Mayor Gavin Newsom. As Budget Director, Mr. Rosenfield
prepared the City’s proposed budget for each fiscal year and worked on behalf of the Mayor to
manage city spending during the course of each year. From 1997 to 2001 Mr. Rosenfield worked
as an analyst in the Mayor’s Budget Office and a project leader in the Controller’s Office. Mr.
Rosenfield succeeds Edward Harrington who served as the Controller, following the Mayor’
appointment of Mr. Harrington to the position of General Manager of the San Francisco Public
Utilities Commission.
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José Cisneros was appointed Treasurer & Tax Collector for the City by Mayor Newsom and was
sworn in on September 8, 2004. Mr. Cisneros was then 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 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.
Under the Charter, the City Administrator is a non-elective office appointed by the Mayor for a
five-year term and confirmed by the Board of Supervisors. On April 26, 2005, Edwin Lee, then
the City’s Director of Public 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
information 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 incurred
without a prior certification by the City Controller that sufficient revenues are or will be available
in the then - current fiscal year, which ends June 30, to meet such obligation as it becomes due.
The City Controller monitors revenues throughout the fiscal year, and if actual revenues are less
than estimated, the City Controller may freeze department appropriations or place departments on
spending “allotments” which will constrain department expenditures until estimated revenues are
realized. If revenues are in excess of what was estimated, or budget surpluses are 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 actual expenditures are often different from the estimated expenditures in the Annual
Appropriation Ordinance or “Original Budget” 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 reports
during the fiscal year. Each year, the City Controller issues detailed Six-Month and Nine-Month
Budget Status Reports to apprise the City’s policy makers of the current budgetary status,
including projected year-end revenues, expenditures and fund balances. The Charter and
Administrative Code of the City 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/controller. The various reports, documents, websites and
other information referred to herein are not incorporated herein by such references.
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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) proposed
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 are considered 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, see “—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 and approval 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 revenue and expenditure
appropriation for such fiscal year.
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 if, 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. For a further discussion of limits on the ability of the City to
impose and increase taxes and other revenue sources, see “Constitutional and Statutory
Limitations on Taxes and Expenditure” in the front part of this Official Statement”.
Under the Charter, the Treasurer & Tax Collector, upon recommendation of the City Controller,
is authorized to transfer legally available moneys 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 funds, including the City’s General Fund.
From time to time, the Treasurer & Tax Collector has transferred unencumbered moneys in the
pooled investment fund to the operating cash reserve to cover temporary cash flow deficits in the
General Fund and other funds of the City. Any such transfers must be and have been repaid
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within the same fiscal year in which the transfer was made together with interest at the rate
earned on the pooled funds at the time the funds were used. The City has not issued tax and
revenue anticipation notes (“TRANs”) to finance cash flow needs since fiscal year 1996-97 nor
does the City anticipate issuing TRANs for fiscal year 2008-09. See “—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 reserve 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)
(ii)
(iii)

50 percent of the excess revenues to the Rainy Day Economic Stabilization account;
25 percent of the excess revenues to the Rainy Day One-Time or Capital
Expenditures account; and
25 percent of the excess revenues to any lawful governmental purpose.

The Rainy Day Reserve’s Economic Stabilization account is subject to a cap of 10% 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. Moneys in the Rainy Day Reserve’s Economic Stabilization account are available
to provide a budgetary cushion in years where General Fund revenues are projected to decrease
from prior-year levels (or, in the case of a multi-year downturn, the highest of any previous year’s
total General Fund revenues). Moneys in the Rainy Day Reserve’s One-Time or Capital
Expenditures account are available for capital and other one-time spending initiatives.
If the Controller projects that per-pupil revues for the San Francisco Unified School District will
be reduced in the upcoming budget year, the Board of Supervisors and Mayor may appropriate
funds from the Economic Stabilization account to the San Francisco Unified School District. This
appropriation may not exceed the dollar value of the decline in revenue, or the 25% of the
account balance, whichever is less. In the FY 2008-09, $19.3 million was appropriated and
transferred to the San Francisco Unified School District to partially offset the District’s planned
layoffs and declining per pupil revenues.
Capital Plan
In October 2005 the Board of Supervisors adopted, and the Mayor approved, Ordinance
No. 216-05, which 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”) each year 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.
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The Capital Plan is required to be submitted to the Mayor and the Board of Supervisors by each
March 1 and adopted by the Board of Supervisors and the Mayor on or before each May 1. The
fiscal year 2009-18 Capital Plan (the “Plan”) was approved by the Capital Planning Committee
on February 25, 2008 and adopted by the Board of Supervisors on April 15, 2008. The Plan
contains $19.8 billion in capital investment over the coming decade for all City departments,
including $4.8 billion in projects for General Fund supported departments. The Plan also
assumes $60.5 million or 51% of the annual renewal need for General Fund pay-as-you-go capital
projects in fiscal year 2008-09 growing at 10% each year, to reach funding of 76% of annual
renewal needs by 2018. The Plan is not incorporated by reference but may be found at
www.sfgov.org/cpp.
Fiscal Year 2007-08 General Fund Results
The General Fund portion of the fiscal year 2007-08 Revised Budget totaled $2.78 billion. This
does not include expenditures of other governmental funds and enterprise fund departments such
as the Airport, the Municipal Transportation Agency (“MTA”), the Public Utilities Commission
(“PUC”, which includes the Water Enterprise, the Wastewater Enterprise, and the Hetch Hetchy
Water and Power System), the Port, and the City-owned Hospitals (San Francisco General and
Laguna Honda). A detailed review of both revenues and expenditures was completed and
published on May 5, 2008 in the City Controller’s fiscal year 2007-08 Nine-Month Budget Status
Report (“Nine-Month Budget Status Report”). On March 21, 2008 the Mayor’s Budget Director,
the Board of Supervisors’ Budget Analyst, and the City Controller published the Joint Report (the
“Joint Report”), as required by Administrative Code Section 3.6, which includes updated currentyear projections as well as projected revenues and expenditure changes, assuming status quo
operations, over the upcoming three fiscal years 2008-09 through 2010-11. These reports are not
incorporated by reference herein.
The City’s most recently completed Comprehensive Annual Financial Report (“the CAFR” which
includes the City’s audited financial statements) for fiscal year 2007-08 was issued in January 30,
2009. The fiscal year 2007-08 CAFR reported that the audited General Fund unreserved and
available for appropriation fiscal year-end fund balance as of June 30, 2008 was $105.06 million
(see Table A-4), $23.40 million more than the $81.67 million assumed in the fiscal year 2008-09
Original Budget. This $23.40 million resulted primarily from additional expenditure savings and
tax revenue in fiscal year 2007-08. By way of comparison, the Nine-Month Budget Status
projected the fiscal year end 2007-08 General Fund available fund balance to be $41.64 million.
In addition to this available year-end General Fund balance, the City’s two Rainy Day Reserve
accounts together totaled approximately $117.80 million ($117.56 million in the Economic
Stabilization account and $0.24 million in the One-Time Spending account).
Table A-2 shows Final Revised Budget revenues and appropriations for the City’s General Fund
for fiscal years 2003-04 through 2007-08 (See Table A-3.)
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TABLE A-2

CITY AND COUNTY OF SAN FRANCISCO
Budgeted General Fund Revenues and Appropriations for
Fiscal Years 2003-04 through 2007-08
(000s)
FY 2003-04
Final Revised
Budget

FY 2004-05
Final Revised
Budget

FY 2005-06
Final Revised
Budget

FY 2006-07
Final Revised
Budget

Prior-Year Budgetary Fund Balance &Reserves

$207,167

$222,611

$324,724

$478,001

$563,435

$111,204

Budgeted Revenues
Property Taxes
Business Taxes
Other Local Taxes

$527,767
288,619
371,251

$645,495
295,230
381,389

$696,660
288,320
413,712

$837,543
332,168

17,074
31,843
12,579

16,132
12,196
6,490

19,128
11,475
11,393

20,917
4,899
33,994

$934,720
359,718
534,420
22,076

19,316
663,997
107,847
19,296

21,902
612,970
119,637
29,061

19,583
685,948
130,773
13,090

667,683
133,331
13,809

6,496
35,519
19,805
713,294
137,103
9,306

$1,018,877
394,556
552,977
25,041
3,861
21,367
21,107
693,839
147,748
11,414

$2,059,589

$2,140,502

$2,290,083

$2,542,286

$2,772,457

$2,890,787

31,207

596

597

901

1,278

1,783

$668,872
60,467
507,740

$699,088
63,250
525,887

$743,958
46,708
548,935

$804,082
55,679
578,581

445,236
93,017
131,959
83,406

419,404
92,245
122,666
62,541

453,716
81,126
140,674
53,601

428,460
93,091
178,318
61,834

883,539
72,033
647,787
458,462
102,254
213,433
77,172

$899,378
53,143
654,162
513,858
104,232
182,139
78,524

$1,990,697

$1,985,081

$2,068,718

$2,200,045

$2,454,680

$2,485,436

$9,301

$13,487

$22,712

$20,539

20,013

$32,766

$150,354
(292,664)

$161,840
(339,436)

$108,902
(436,092)

$62,659
(498,202)

68,847
(541,853)

$118,218
(603,790)

($142,310)

($177,596)

($327,190)

($435,543)

($473,006)

($485,572)

$155,655
66,956
$222,611

$187,545
137,179
$324,724

$196,784
281,217
$478,001

$365,061
198,374
$563,435

$389,471

$0

Licenses, Permits and Franchises
Fines, Forfeitures and Penalties
Interest and Investment Earnings
Rents and Concessions
Grants and Subventions
Charges for Services
Other
Total Budgeted Revenues
Bond Proceeds & Return of Excess Deposits
Expenditure Appropriations
Public Protection
Public Works, Transportation &Commerce
Human Welfare & Neighborhood Development
Community Health
Culture and Recreation
General Administration &Finance [1]
General City Responsibilities
Total Expenditure Appropriations
Budgetary reserves and designations, net
Transfers In
Transfers Out
Net Transfers In/Out
Budgeted Excess (Deficiency) of Sources
Over (Under) Uses
Variance of Actual vs. Budget
Total Actual Budgetary Fund Balance
[1]

Over the past five years, the City has consolidated various departments to achieve operational efficiencies. This
resulted in changes in how departments were summarized in the service area groupings above for the time periods shown.
Source: Office of the Controller, City and County of San Francisco.
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477,804

20,138

FY 2007-08 FY 2008-09
Final Revised Original
Budget
Budget

71,722
$461,193

$0

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 are funded
only as payments are required to be made. The audited General Fund balance as of June 30, 2008
was $405.64 million using Generally Accepted Accounting Principles (“GAAP”). Such General
Fund balance was derived from audited revenues (as shown in Table A-4) of $2.72 billion for the
fiscal year ended on June 30, 2008. Audited General Fund balances are shown in Table A-3 on
both a budget basis and a GAAP basis with comparative financial information for the fiscal years
ended June 30, 2004, 2005, 2006, 2007, and 2008.
TABLE A-3
CITY AND COUNTY OF SAN FRANCISCO
General Fund Balances
Fiscal Year Ended June 30
Audited
(000s)
Reserved for rainy day (Economic Stabilization account)
Reserved for rainy day (One-time Spending account)
Reserved for encumbrances
Reserved for appropriation carryforward
Reserved for subsequent years' budgets
Reserved for baseline appropriation funding mandates
Reserved for budget savings incentive program (citywide)
Reserved for budget savings incentive program (Recreation & Park)
Reserved for salaries and benefits (MOU)
Reserved for litigation

2004
$55,139

2005
$48,139

42,501
32,813

57,762
36,198

2006
$97,910
24,066
38,159
124,009

2007
$117,556
16,066
60,948
161,128

2008
$117,556
236
63,068
99,959

-

6,223

5,232

2,891

1,491

2,588

2,628

2,628

10,540

16,181

-

3,075

3,366

-

3,266

3,654

9,150

13,349

11,806

12,777

2,877

6,824

2,626

$139,635

2,940

$163,175

$311,596

$387,759

$317,160

Unreserved - designated for litigation & contingency
Unreserved - available for appropriation

$27,970
55,006

$24,370
137,179

$20,823
145,582

$43,794
131,882

$38,969
105,064

Total Unreserved Fund Balance

$82,976

$161,549

$166,405

$175,676

$144,033

Total Fund Balance, Budget Basis

$222,611

$324,724

$478,001

$563,435

$461,193

Budget Basis to GAAP Basis Reconciliation
Total Fund Balance - Budget Basis
Unrealized gain on investments

$222,611
277

$324,724
224

$478,001
(562)

$563,435
(376)

$461,193
(2,629)

9,031
(24,419)

10,710
(23,806)

12,665
(30,940)

11,358
(34,629)

(1,880)
$307,680

(3,067)
$461,276

(3,323)
$541,461

(26,071)
(3,587)
$405,635

Total Reserved Fund Balance

Reserved for Assets Not Available for Appropriation
Cumulative Excess Property Tax Revenues Recognized on Budget Basis

7,142
(19,882)

Cumulative Excess Health, Human Service, Franchise Tax and other
Revenues on Budget Basis
Deferred Charges and Other Redevelopment Agency Repayments
Total Fund Balance, GAAP Basis

287
$210,435

Source: Office of the Controller, City and County of San Francisco.
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Table A-4, entitled “Statement of Revenues, Expenditures and Changes in General Fund
Balances,” is extracted from information in the City’s CAFR for the five most recent years.
Audited financials for the fiscal year ended June 30, 2008 are included herein as Appendix C—
“THE COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY
OF SAN FRANCISCO FOR THE YEAR ENDED JUNE 30, 2008.” Prior years’ audited
financial statements can be obtained from the City Controller’s website. Excluded from these
General Fund financial statements are special revenue funds (which relate to proceeds of specific
revenue sources which are 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.
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TABLE A-4
CITY AND COUNTY OF SAN FRANCISCO
Statement of Revenues, Expenditures and Changes in General Fund Balances (000s)
Fiscal Year Ended June 30
Audited
2004
Revenues:
Property Taxes
Business Taxes
Other Local Taxes
Licenses, Permits and Franchises
Fines, Forfeitures and Penalties
Interest and Investment Income
Rents and Concessions
Intergovernmental
Charges for Services
Other
Total Revenues
Expenditures:
Public Protection

2006

2007

2008

$547,819

$705,949

$783,303

$887,690

$939,812

264,351
403,549

292,172
428,244

322,407
480,501

336,757
540,695

394,267
519,867

17,501
22,158
3,222

19,427
9,536
8,374

20,825
10,195
22,496

19,639
4,720
30,089

23,212
8,398
15,779

17,497
660,243

20,468
604,535

20,007
672,635

18,449
663,321

19,490
649,923

95,951
29,564

115,812
12,277

126,433
15,037

125,682
21,697

135,473
17,948

$2,061,855

$2,216,794

$2,473,839

$2,648,739

$2,724,169

$670,729

$697,450

$739,470

$800,383

$874,881

Public Works, Transportation & Commerce
Human Welfare and Neighborhood Development
Community Health

58,711
488,853
413,725

60,628
503,874
413,110

46,448
524,516
377,226

65,184
568,241
410,169

79,187
613,135
454,935

Culture and Recreation
General Administration & Finance
General City Responsibilities

92,978
128,135
74,631

87,023
120,400
62,185

80,516
146,567
53,065

93,992
166,673
56,834

105,036
193,315
71,885

Total Expenditures

$1,927,762

$1,944,670

$1,967,808

$2,161,476

$2,392,374

Excess of Revenues over Expenditures

$134,093

$272,124

$506,031

$487,263

$331,795

Other Financing Sources (Uses):
Transfers In
Transfers Out

$121,491
(277,464)

$152,288
(330,230)

$62,431
(420,086)

$71,277
(486,600)

$70,969
(543,640)

Other Financing Sources
Other Financing Uses

36,003
-

Total Other Financing Sources (Uses)
Excess (Deficiency) of Revenues and Other Sources
Over Expenditures and Other Uses
Total Fund Balance at Beginning of Year
Total Fund Balance at End of Year -- GAAP Basis
Unreserved & Undesignated Balance, Year End
-- GAAP Basis
-- Budget Basis
[1]

2005

[ 1]

3,063
-

5,220
-

8,245
-

5,050
-

($119,970)

($174,879)

($352,435)

($407,078)

($467,621)

$14,123

$97,245

$153,596

$80,185

($135,826)

$196,312

$210,435

$307,680

$461,276

$541,461

$210,435

$307,680

$461,276

$541,461

$405,635

$63,657

$134,199

$138,971

$141,037

$77,117

$55,006

$137,179

$145,582

$131,882

$105,064

Fund Balances include amounts reserved for Rainy Day (Economic Stabilization and One-time Spending accounts),
encumbrances, appropriation carryforwards and other purposes (as required by the Charter or appropriate accounting
practices) as well as unreserved designated and undesignated available fund balances (which amounts constitute
unrestricted General Fund balances).
Sources: Comprehensive Annual Financial Report. Office of the Controller, City and County of San Francisco.
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Adopted Fiscal Year 2008-09 Budget: Recent Changes in City Fiscal Outlook
Section 9.102 of the City’s Charter requires the Controller to provide the Board of Supervisors
with an opinion regarding the accuracy of economic assumptions underlying the revenue
estimates in the Mayor’s Proposed Budget. On June 2, 2008, Mayor Gavin Newsom issued his
fiscal year 2008-09 Proposed Budget to the Board of Supervisors. On June 13, 2008, the City
Controller published his discussion of the Proposed Budget (i.e. the “Revenue Letter”), which
found the Proposed Budget to be reasonable given current trends, including continued growth in
key revenue sources. The Original Budget was approved by the Board of Supervisors on July 29,
2008 and signed by the Mayor on July 30, 2008. Budgeted General Fund revenues are $3.05
billion, an increase of $132.4 million or 4.5 %. The Original Budget reflected moderate growth
rates over the Nine-Month Report projections of approximately two to five percent in major tax
revenues.
The Controller’s Revenue Letter and Annual Appropriation Ordinance can be viewed online at
www.sfgov.org/controller.
As required by Charter Section 3.105, in February 2009, the City Controller will publish his fiscal
year 2008-09 Six-Month Budget Status Report (a detailed review of year to date revenue and
expenditure progress against the Original Budget). In March 2009, the Mayor’s Budget Director,
the Board of Supervisors’ Budget Analyst, and the City Controller will publish the Joint Report
(the “Joint Report”), as required by Administrative Code Section 3.6, which will include updated
current-year projections as well as projected revenues and expenditure changes, assuming status
quo operations, over the upcoming three fiscal years, fiscal years 2009-10 through 2011-12.
Given the sudden change in economic conditions that began in September 2008, the Controller
published a brief unscheduled update on key General Fund tax revenues on October 31, 2008 that
projected a shortfall in the current fiscal year of $90 million to $125 million versus the Original
Budget. The range of projected losses depends on assumptions of the severity of the economic
downturn in San Francisco. The largest projected losses were in real property transfer tax (up to
$49 million) and sales tax-related revenues (up to $43 million) related to the credit crunch, rising
unemployment, and housing market downturn. Property tax revenues were projected to remain
relatively stable. The Controller will continue to monitor and report on property tax assessment
appeals activity and tax revenue sources. This revenue update was provided to the Mayor and the
Board of Supervisors, and in November the Mayor issued mid-year reduction instructions to City
departments so that the City could take prompt action to reduce expenditures in fiscal year 200809. The Mayor’s Office projected that after actions are taken to cut $118 million in costs,
primarily through a series of staff layoffs, there would remain a budget deficit for fiscal year
2009-10 of $460 million. Further actions will need to address both revenue and expenditure
items to bring the 2009-10 budget into balance.

Impact of State Budget
Revenues from the State represented 16.2% of the fiscal year 2008-09 General Fund Original
Budget, and thus changes in the State Budget may have a significant impact on the City’s Budget.
In crafting its own budget, the City must look to preliminary indications of what the State’s
Budget is likely to contain. In a typical year, the Governor releases two primary proposed budget
documents: 1) the Governor’s Proposed Budget required to be submitted in January; and 2) the
“May Revise” to the Governor’s Proposed Budget. The Governor’s Proposed Budget is then
considered and typically revised by the State Legislature. Following that process, the State
Legislature adopts, and the Governor signs, the State Budget. City policy makers review and
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estimate the impact of both the Governor’s Proposed and May Revise Budgets prior to the City
adopting its own budget.
The State Budget has had structural deficits for several years. In addressing these shortfalls in the
recent past, the State has reduced transfers of State general fund money to local governments,
including the City. It is not possible to predict how future State Budgets and mid-year changes to
the current budget may adversely affect the City. Key provisions assumed in the City’s fiscal year
2008-09 Original Budget included the continued shifting to the City’s Educational Revenue
Augmentation Fund (“ERAF”) of funds that would otherwise have accrued to the City’s General
Fund in the estimated amount of $335.2 million. The State continues to offset partially the ERAF
shift by 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.)
The State adopted its fiscal year 2008-09 Budget, on September 23, 2008. The City has estimated
the effect of the State Budget on the City’s budget to be a General Fund loss of $41.1 million, due
largely to cuts in health and human services programs as well as delays in reimbursements for
State-mandated programs.
The State Constitution requires the Legislature to adopt a budget by June 14 of each year. By the
time the Governor signed the 2008 Budget Act on September 23, 2008, the revenue projections
were already known to be overstated. The Governor convened a special session of the
Legislature in November to address the effect of deteriorating economic conditions on the State’s
Budget and several subsequent special sessions. Due to the continued delay in negotiating a
budget solution to close the fiscal year 2008-09 State budget gap and address additional
deterioration in general economic conditions, the State’s deficit through fiscal year 2009-10 has
been projected to be $42 billion, absent corrective action. Such corrective action will likely
include further cuts to City intergovernmental transfers from the State. The final effect on the
City’s General Fund will depend on both State Legislature and local policymaker decisions to
backfill State cuts.
As of the date of this Appendix A, the Legislative has yet to approve revenue and expenditure
adjustments to the 2008-09 State Budget.

Assessed Valuations, Tax Rates and Tax Delinquencies
Table A-5 provides a six-year history of assessed valuations of taxable property within the City.
The property tax rate is composed of two components: 1) the 1.0% countywide portion permitted
by Proposition 13, and 2) all voter-approved overrides which fund debt service for general
obligation bond indebtedness. The total tax rate shown in Table A-5 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 Area Air Quality Management District, and the Bay Area
Rapid Transit (BART) District, all of which are separate legal entities from the City. See also
Table A-13 “—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.
As shown below, total assessed value has increased on average by 7.92% per year since fiscal
year 2003-04. Property tax delinquencies ranged from 1.96% in fiscal year 2003-04 to 2.79% in
fiscal year 2007-08.
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TABLE A-5
CITY AND COUNTY OF SAN FRANCISCO
Assessed Valuation of Taxable Property
Fiscal Years 2003-04 through 2008-09
($000s)

Fiscal

[1]

Real

Personal

Total
Assessed

%
Change
from Prior

Year
2003-04

Property
99,878,960

Property
3,848,851

Valuation
103,727,811

Year
5.7%

2004-05

106,805,910

3,736,998

110,542,908

2005-06

114,767,252

3,465,752

118,233,004

2006-07

126,074,101

3,524,897

2007-08
[3]
2008-09

136,887,654
147,603,291

3,807,362
3,980,660

Total
Tax Rate
per
Exemptions[1]
8,288,058

$100
1.107

6.6%

9,895,028

7.0%

11,357,245

129,598,998

9.6%

140,695,016
151,583,951

8.6%
7.7%

Total Tax
Levy

Delinquency
Rate

(000s)[2]
1,100,951

June 30
1.96%

1.144

1,208,044

2.32%

1.140

1,291,491

2.18%

12,608,911

1.135

1,411,316

2.77%

16,473,923
15,159,677

1.141
1.163

1,530,484
1,641,030

2.79%
n/a

Exemptions include non-reimbursable and homeowner exemptions and redevelopment tax increments.
Agency. Annual tax rate for unsecured property is the same rate as the previous year's secured tax rate.

[2]

The total tax levy is based on year-end actual assessed values.

[3]

Based on Certificate of Assessed Valuation.

[4]

Delinquency rates through FY 2007-08 are audited. FY 2008-09 delinquency rate will be available after fiscal year end.
Source: Office of the Controller, City and County of San Francisco.

For fiscal year 2008-09, total assessed valuation of taxable property within the City was $151.6
billion. After deducting exemptions, net assessed valuation was $136.4 billion. (See below for a
discussion of secured and unsecured property valuations within this total.) Total property tax
revenues for all taxing entities were budgeted to be $1.6 billion before reflecting delinquencies. A
portion of property tax revenues is applied to pay debt service for general obligation bonds issued
by the City, the San Francisco Unified School District, the San Francisco Community College
District, and the Bay Area Rapid Transit District. The City’s General Fund is allocated about
50% of total property tax revenue before adjusting for the State’s Triple Flip (where
Proposition 57 dedicated one quarter of one percent of local 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 adjusting for
these State-mandated shifts, General Fund property tax revenues of $943.50 million were realized
in fiscal year 2007-08, and are budgeted to be $1,018.9 million in fiscal year 2008-09.
Under Article XIIIA of the State Constitution added by Proposition 13 in 1978, property sold
after March 1, 1975 must be reassessed to full cash value at the time of sale. The State prescribes
the assessment valuation methodologies and the adjudication process that counties must employ
in connection with the counties’ property assessments. As in every year, some appeals are
multiple-year or retroactive in nature. With respect to the fiscal year 2007-08 levy, property
owners representing approximately 8.5% 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 fiscal year 2006-07, where property owners representing approximately 13.2% of
total assessed valuation filed for a partial reduction of their assessed value. In the first half of
fiscal year 2008-09, property owners filed 2,070 new applications for assessment appeal,
representing approximately 16.0% of the total assessed valuation. These property owners
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[4]

requested reductions representing 6.5% of total assessed valuation. Most of the appeals involve
large commercial properties, including offices.
The City typically experiences increases in assessment appeals activity during economic
downturns and decreases as the economy rebounds. Historically during severe economic
downturns, partial reductions of up to approximately 20% to 30% of the assessed valuations
appealed have been granted. 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 appeals totaling 8.5% of assessed valuation pertaining to the fiscal year 2007-08
levy were to be granted, and an average reduction of 25% is assumed, the taxing entities would
expect to issue refunds equal to 2.1% of total property tax revenue. Other taxing agencies such as
the San Francisco Unified School Distict, San Francisco Community College District and Bay
Area Rapid Transit District share proportionately in any refunds paid as a result of successful
appeals. To mitigate the financial risk of potential assessment appeal refunds, the City funds
appeal reserves for its share of estimated property tax revenues for each fiscal year. In addition,
appeals activity is reviewed each year and incorporated into the current and subsequent years’
budget projections.
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 does 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 Assessor-Recorder. The secured roll is that part of the assessment roll
containing State-assessed property and property (real or personal) 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 City has four ways of collecting unsecured personal property taxes: 1) pursuing
civil action against the taxpayer; 2) filing a certificate in the Office of the Clerk of the Court
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 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% 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 are 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 1.5% per month, which begins to accrue on such taxes
beginning July 1 following the date on which the property becomes tax-defaulted.
In October 1993, the Board of Supervisors passed a resolution that adopted the Alternative
Method of Tax Apportionment (the “Teeter Plan”). This resolution changed the method by which
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the City apportions property taxes among itself and other taxing agencies. This apportionment
method authorizes the City Controller to allocate to the City’s taxing agencies 100% of the
secured property taxes billed but not yet collected. In return, as the delinquent property taxes and
associated penalties and interest are collected, the City’s General Fund retains such amounts.
Prior to adoption of the Teeter Plan, the City could only allocate secured property taxes actually
collected (property taxes billed minus delinquent taxes). Delinquent 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
$8.93 million as of June 30, 2004, $10.08 million as of June 30, 2005, $10.06 million as of
June 30, 2006, $13.18 million as of June 30, 2007, and $14.33 million as of June 30, 2008.
A portion of the City’s total net assessed valuation consists of utility property subject to
assessment by the State Board of Equalization (the “SBE”). State-assessed property, or “unitary
property,” is property of a utility system with components located in many taxing jurisdictions
assessed as part of a “going concern” rather than as individual parcels of real or personal
property. Unitary and certain other State-assessed property values are allocated to the counties by
the SBE, taxed at special county-wide rates, and the tax revenues distributed to taxing
jurisdictions (including the City itself) according to statutory formulae generally based on the
distribution of taxes in the prior year. The fiscal year 2008-09 valuation of property assessed by
the State Board of Equalization is $2.13 billion, as recorded on the most recent certificate of
assessed valuation. The fiscal year 2007-08 general fund tax revenues from State-assessed
property are $16.91 million.
Assessed valuations (“AV”) of the aggregate taxable property holdings of the ten largest
assessees in the City for the fiscal year ended June 30, 2008 are shown in Table A-6.
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TABLE A-6
CITY AND COUNTY OF SAN FRANCISCO
Top 10 Principal Property Assessees
Fiscal Year Ended June 30, 2008

Assessee
HWA 555 Owners LLC
PPF OFF One Market Plaza Owner LLC
Marriott Hotel
SFHR LLC
Post-Montgomery Associates
TST Mission Street LLC
One Embarcadero Center Venture
Broadway Partners
Three Embarcadero Center Venture
Embarcadero Center Associates

Type of Business
Office, Commercial
Office, Commercial
Hotel
Office, Commercial
Office, Commercial
Office, Commercial
Office, Commercial
Office, Commercial
Office, Commercial
Office, Commercial

Ten Largest Assessees

$

$

AV ($000s)
885,380
442,169
413,653
373,417
363,063
331,047
322,275
306,000
303,171
301,796
4,041,971

1

% Total AV
0.71%
0.36%
0.33%
0.30%
0.29%
0.27%
0.26%
0.25%
0.24%
0.24%
3.25%

Source: Office of the Assessor, City and County of San Francisco.
1

Represents the Assessed Valuation as of the Basis of Levy, which excludes assessments processed
during the fiscal year.

Other City Tax Revenues
In addition to the 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, including a discussion of Proposition 62 and Proposition 218, see
“CONSTITUTIONAL AND STATUTORY TAX LIMITATIONS ON TAXES AND
EXPENDITURES” in the front of this Official Statement.
The following section contains is a brief description of other major City-imposed taxes as well as
taxes that are collected by the State and shared with the City.

Business Taxes
Businesses in the City may be subject to two types of taxes. The first is a payroll expense tax,
assessed at a rate of 1.5% 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
$25 to $500 per year per subject business based on the prior year computed payroll tax liability.
The fiscal year 2008-09 Original Budget includes $9.95 million in business registration revenues
and $384.61 million in payroll tax revenues accruing to the General Fund. This compares to
fiscal year 2007-08 actual amounts of $9.09 million in business registration revenues and $385.18
million in payroll tax revenues. On November 4, 2008, voters approved Proposition Q, which
will increase the annual payroll threshold for the small business exemption from $167,000 to
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$250,000 and require partnerships to pay payroll tax on profits paid to partners. The net effect of
these provisions is estimated to be approximately $10.50 million in new revenues and will largely
be realized beginning fiscal year 2009-10.
Prior to April 23, 2001, the City imposed an alternative-measure tax pursuant to which a
business’s tax liability was calculated as a percentage of either its gross receipts or its payroll
expense, whichever amount was greater. Between 1999 and 2001, approximately 325 businesses
filed claims with the City and/or lawsuits against the City arguing that the alternative-measure tax
violated the Commerce Clause of the United States Constitution. In 2001, the City entered into a
settlement agreement resolving most of these lawsuits and claims 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 2001. All claims were required to be filed by November
2001, and at this time all payments related to lawsuits or claims filed have been settled.
TABLE A-7
CITY AND COUNTY OF SAN FRANCISCO
Business Tax Receipts ($000's)
Fiscal Years 2003-04 through 2007-08
[1]

All Funds

Fiscal Year
2003-04
2004-05
2005-06
2006-07
2007-08

$

Revenue
264,832
292,762
323,152
337,592
396,025

Change
$ (11,819)
27,930
30,390
14,440
58,433

-4.3%
10.5%
10.4%
4.5%
17.3%

Figures are audited actuals. Includes both Payroll Tax and Business R egistration Tax.
[1]

Includes portion allocated to special revenue funds.
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Sales and Use Tax
The State collects the City’s local sales tax on retail transactions (currently 1.0% less the 0.25%
shifted by the State pursuant to the Triple Flip) along with State and special district sales taxes,
and then remits the local sales tax collections to the City. The local sales tax is deposited in the
City’s General Fund. The fiscal year 2008-09 Original Budget includes sales and use tax
revenues of $119 million. This compares to fiscal year 2007-08 collections of $111 million. The
0.25% reduction of the local sales tax allocation is wholly backfilled by increased property tax
allocations to the City from the State.
Historically, sales tax revenues have been highly correlated to growth in tourism, business
activity and jobs. This revenue is significantly impacted by changes in the economy. Table A-8
reflects the City’s actual sales and use tax receipts for fiscal years 2003-04 through 2007-08. The
impact attributed to the Triple Flip backfill payments is also shown in Table A-8.
TABLE A-8
CITY AND COUNTY OF SAN FRANCISCO
Sales and Use Tax Receipts ($000's)
Fiscal Years 2003-04 through 2007-08

Fiscal Year
2003-04
2004-05
2004-05 adj.*
2005-06
2005-06 adj.*
2006-07
2006-07 adj.*
2007-08
2007-08 adj.*

Tax Rate
8.50%
8.50%
8.50%
8.50%
8.50%
8.50%
8.50%
8.50%
8.50%

City Share
1.00%
0.75%
1.00%
0.75%
1.00%
0.75%
1.00%
0.75%
1.00%

$

Revenue
120,642
94,689
118,287
103,074
136,840
107,813
143,453
111,410
148,729

$

Change
5,064
4.4%
(25,953)
-21.5%
(2,355)
-2.0%
8,385
8.9%
18,553
15.7%
4,739
4.6%
6,613
4.8%
3,597
3.3%
5,276
3.7%

*Adjusted figures represent the value of the entire 1.00% local sales tax, which was reduced by 0.25% beginning in fiscal year 2004-05
in order to repay the State's Economic Recovery Bonds as authorized under Proposition 57 in M arch 2004. Such 0.25% reduction is
wholly backfilled by the State.
Revenues reflect underlying sales activity by fiscal year. Figures are audited actuals.
Source: Office of the Controller, C ity and County of San Francisco.
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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 is remitted by hotel operators monthly. A
quarterly tax-filing requirement is also imposed. In fiscal year 2008-09, underlying growth in
average daily rates, room supply, and occupancy is budgeted to be 7.2% over fiscal year 2007-08
collections. Much of the growth in transient occupancy tax revenue was allocated to the General
Fund, such that the General Fund increase over fiscal year 2007-08 budgeted levels is 26.8%.
Budgeted revenue across all funds for fiscal year 2008-09 is $241.46 million, including $188.72
million allocated to the City’s General Fund. Table A-9 sets forth a history of transient
occupancy tax receipts for fiscal year 2003-04 through 2007-08.
TABLE A-9
CITY AND COUNTY OF SAN FRANCISCO
Transient Occupancy Tax Receipts ($000's)
Fiscal Years 2003-04 through 2007-08
All Funds

Fiscal Year

Tax Rate

2003-04

14.00%

2004-05

14.00%

2005-06

Revenue
$

148,231

Change
19,641

15.3%

157,945

9,713

6.6%

14.00%

179,471

21,527

13.6%

2006-07

14.00%

199,768

20,297

11.3%

2007-08

14.00%

25,046

12.5%

224,814

$

R evenues reflect the underlying occupancy and room ra te ac tivity by fisca l year.
Figures are audited a ctuals.
Source: Offic e of the Controller, City and County of San Francisco.
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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;
$6.80 per $1,000 for properties valued more than $250,000 and less than $999,999; and $7.50 per
$1,000 for properties valued at $1.0 million or more. Budgeted revenue from the real property
transfer tax for fiscal year 2008-09 is $94.31 million, which assumed a 3.0 percent increase from
fiscal year 2007-08 collections of $86.22 million. Transfer tax revenue is more susceptible to
economic and real estate cycles than most other City revenue sources.
On November 4, 2008, voters approved Proposition N, which increases the transfer tax rate for
properties valued at $5.0 million or more from $7.50 per $1,000 to $15.00 per $1,000, provides
partial transfer tax exemptions to property sellers who implement solar or seismic improvements,
and requires transfer taxes to be paid on properties involved in stock swaps. These changes are
estimated to increase fiscal year 2008-09 revenues by approximately $1.0 million to $3.5 million,
depending on the volume and value of transactions at the new tax rate.
TABLE A-10
CITY AND COUNTY OF SAN FRANCISCO
Real Property Transfer Tax Receipts ($000's)
Fiscal Years 2003-04 through 2007-08

Fiscal Year
2003-04
2004-05
2005-06
2006-07
2007-08

Revenue
$ 78,845
116,797
131,279
143,976
86,219

Change
$ 27,370
53.2%
37,952
48.1%
14,482
12.4%
12,697
9.7%
(57,757)
-40.1%

Figures are audited actuals.
Source: Office of the Controller, C ity and County of San Francisco.

Utility 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 billing addresses in the City. Budgeted revenue from the utility users
tax for fiscal year 2008-09 is $82.8 million, 3.0% above the fiscal year 2007-08 Original Budget
and 4.8% below the fiscal year 2007-08 actual numbers. Of the total $82.8 million, $40.6 million
is related to energy, $40.4 million is related to telephone usage, and $1.8 million is related to
water usage.
In May 2006, a change in the IRS interpretation of the federal excise tax created uncertainty
regarding certain provisions of local telephone taxes modeled on the federal excise tax, including
the City's telephone user tax. In August 2006, the City adopted an ordinance clarifying that the
City levies its telephone tax under the City's inherent powers as a charter city, that federal law is
not the basis or authority for the City's imposition of the telephone tax, and that the change in the
IRS interpretation would not change the City's collection of the tax. Other cities in California
also elected not to change their collection of their telephone taxes in response to the changed IRS
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interpretation, and legal challenges ensued in State court against some of those cities' telephone
taxes.
The City proposed to voters, and on November 4, 2008, the voters approved, Proposition O
("Prop O"), which modernized the Telephone Users Tax ("TUT"). Prop O updates the definition
of “telephone communications services” to apply to all current and future technologies used for
telephone communications services, including voice over internet protocol (VoIP) service. Prop
O maintains the prior ordinance's exemptions, including the exemption for wireline residential
telephone communications service. Prop O removes the prior ordinance's reference to the Federal
Excise Tax ("FET"), but recites and continues the exemptions that had been incorporated from
the FET. In addition, Prop O ratifies and approves the City’s collection of the TUT to date.
Suppliers of telephone communications services are required to implement the updated TUT by
April 1, 2009.
With respect to the prior ordinance, in August 2006, the Board of Supervisors amended the City’s
Business and Tax Regulations Code to address a change in the IRS interpretation of the FET. The
2006 amendment clarified that the City levies its TUT 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 TUT.
The amendment also provided that the City would continue to apply its TUT to all types of
telephone communication services, including toll service. Telephone communication service
providers have continued to collect and remit the TUT as they did prior to the change in
interpretation of the federal law in 2006. In Los Angeles, lawsuits have been filed challenging the
city's authority to impose similar taxes on cell phone usage and seeking refunds.

Emergency Response Fee To Be Replaced With an Equivalent Tax
As of November 1, 2008, the City required every person who subscribes to local telephone
service within the City to pay an emergency response fee (the "Fee") to help the City recover the
cost of operating its 911 emergency response system. Telephone service providers collected the
Fee from their subscribers and remitted the revenues to the City. In April 2008, in Bay Area
Cellular Telephone Company v. City of Union City 2008 Cal, the California Court of Appeal,
First District, upheld a trial court decision invalidating an emergency response fee that Union
City had imposed to fund its 911 emergency communication response system, concluding that the
fee was a special tax adopted without the approval of two-thirds of the voters as required by
Proposition 218.
See "CONSTITUTIONAL LIMITATIONS ON TAXES AND
EXPENDITURES – Article XIIIC and XIIID of the California Constitution" for information on
Proposition 218. The California Supreme Court has declined to review this Court of Appeal
decision.
On November 4, 2008, voters approved Prop O which repeals the Fee and replaces it with a
general tax of an equivalent amount. Service suppliers are required to implement the Access Line
Tax ("ALT") by April 1, 2009. Like the Fee, the ALT will apply to each telephone line in the
City and will be collected from telephone communications service subscribers by the telephone
service supplier. The same exemptions that applied to the Fee will apply to the ALT. The ALT
monthly rates will be the same as those that previously applied to the Fee. Beginning December
31, 2009, the rates may be increased annually by the increase in the consumer price index for the
San Francisco area. Prop O ratified and approved the City's collection of the Fee to date.
There are no pending claims or litigation against the City challenging the validity of the Fee. The
City assumed fee revenue collections of $42.2 million in fiscal year 2008-09. Although the Fee
has been repealed and its past collection has been ratified by the voters, there is a risk that the Fee
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could be challenged under Proposition 218 or otherwise and, if a challenge succeeded, the City
could be required to make refunds. The Controller has allocated $15.0 million of the General
Reserve as a reserve against potential losses in fee revenue.

Parking Tax
A 25.0% tax is imposed on the charge for off-street parking spaces. The tax is authorized by the
San Francisco Business and Tax Regulation Code. The tax is paid by the occupants of the spaces,
and then remitted monthly to the City by the operators of the parking facilities. The City’s
budgeted General Fund revenue from the parking tax is $65.3 million in fiscal year 2008-09,
0.8% above fiscal year 2007-08 levels and 2.8% less than fiscal year 2007-08 levels.

Intergovernmental Revenues, Grants and Subventions
The City budgeted General Fund intergovernmental revenues, grants and subventions of $1.15
billion for fiscal year 2008-09. This included $355.8 million from the federal government,
$709.5 million from the State, and $88.7 million from other intergovernmental sources across all
City funds. In the General Fund, the City budgeted intergovernmental revenues, grants and
subventions of $693.8 million, including $206.3 million from the federal government and $487.4
million from the State government. The major categories of such funds are set forth in further
detail below. Actual State revenues will vary from the City budget based on the solutions to the
State’s fiscal problems that are ultimately adopted by the Governor and the Legislature.
Health and Welfare 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 formerly borne 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 (“VLF”). These
sources are budgeted to provide $231.2 million to the City’s General Fund and its two General
Fund-supported county hospitals for fiscal year 2008-09, which constitutes no increase over the
fiscal year 2007-08 Original Budget and 2.1% over fiscal year 2007-08 actual levels.
Motor Vehicle License Fees
The City’s budget reflects the permanent roll-back of the VLF revenues, along with the
associated backfill shift made by the State, which partially reduced the amount of property taxes
shifted from the City to the ERAF to make up the difference. After factoring in State shifts, the
fiscal year 2008-09 Original Budget for vehicle license fee revenues is $4.9 million, 6.3% below
the fiscal year 2007-08 Original Budget.
Public Safety Sales Tax
State Proposition 172, passed by California voters in November 1993, provided for the
continuation of a one-half percent sales tax for public safety expenditures. Budgeted revenue
from this source is $73.8 million for fiscal year 2008-09, 0.7% greater than the fiscal year 200708 Original Budget and 5.9% above fiscal year 2007-08 actuals. This revenue is a function of the
City’s proportionate share of statewide sales activity.
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Other Intergovernmental Grants and Subventions
In addition to those categories listed above, across all funds in fiscal year 2008-09, the City
budgeted approximately $1.11 billion in subventions from the State and federal governments to
fund programs such as Food Stamps, CalWORKs, Child Support Services, transportation and
other projects. Health and welfare subventions are often based on State and federal funding
formulas, which currently reimburse counties according to actual spending on these services.

Charges for Services
Charges for services are budgeted at $147.7 million for fiscal year 2008-09 in the General Fund,
which is 7.7% greater than the fiscal year 2007-08 Original Budget and 9% over fiscal year 200708 actuals. This includes $35.71 million of general government service charges (including, City
planning fees), $26.8 million of public safety service charges (including, boarding of prisoners
and safety inspection fees), $7.4 million of recreation charges, $53.0 million of MediCal,
MediCare and health service charges, $11.9 million of other miscellaneous service charges, and
$12.8 million of internal service cost recoveries.

Investment Policy
The management of the City’s surplus cash is governed by an Investment Policy administered by
the Office of the Treasurer & Tax Collector. In order of priority, the objectives of the 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 are made so that securities
can be held to maturity. Once preservation and liquidity objectives have been achieved, the
Treasurer & Tax Collector 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
monthly to the Mayor and the Board of Supervisors and is made available on the City’s website.
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 six months.
As of January 31, 2009, the City’s surplus investment fund consisted of the investments classified
in Table A-11, and had the investment maturity distribution presented in Table A-12.
The City Treasurer’s investment policy is reviewed and monitored annually by a Treasury
Oversight Committee established by the Board of Supervisors. See “APPENDIX H – City and
County of San Francisco Office of the Treasurer – Investment Policy” for a complete copy of the
Treasurer’s Investment Policy dated October 2008.
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TABLE A-11
C ITY A ND COUN TY OF SAN FR ANC ISC O
Investment Portfolio
P ooled Funds
A s of January 31, 200 9

Type of In ve stm ent
Treasury Bills
Treasury Note s
Federal H ome Loan Bank
FHLMC BONDS
FHLB Floater Qtr Act - 360
FFCB Floater Qtr Act - 360
FHLB Floater Monthly
FHLMC Fl oater Mo Act-360
Federal N at Mortgage Assn
FNMA Discount N otes
Federal F arm Credit Bank
Federal H ome Loan Disc Notes
FMC Discount Notes
Farm Credit Discount Note
Negotiable C.D.'s
Commercial Paper Disc
Commercial Paper Int Beari ng
Public Ti me Deposit
Collateral C D
Total

Par Va lue
$

245,000,000

Book Valu e
$

375,100,000
160,395,000
445,000,000
354,500,000
50,000,000
25,000,000
68,500,000
310,000,000
258,000,000
59,000,000
20,000,000
100,000,000
15,200,000
400,000,000
$

2,885,695,000

243,194,960

$

384,011,246
168,830,735
447,538,358
354,535,200
50,000,000
25,000,000
68,537,476
316,518,834
256,027,213
58,807,216
19,827,778
98,530,708
15,200,000
400,000,000
$

2,906,559,726

January 2009 Earnings Yield 2.387%
Sources: Office of the T reasurer & Tax C ollec tor, City and County of San Francisco
From Bank of New York-Custodial Safekeeping, SunGard Syste ms-Inventory Control Program.
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M arket Valu e
244,644,022

381,856,781
168,587,730
445,028,125
354,943,125
49,984,375
24,968,750
68,457,188
314,746,875
257,209,800
60,244,063
19,717,111
99,730,833
15,200,000
400,000,000
$

2,905,318,777

TABLE A-12
CITY AND COUNTY OF SAN FRANCISCO
Investment Maturity Distribution
Pooled Funds
As of January 31, 2009
Maturity In Months
0 to 2
2 to 3
3 to 4
4 to 5
5 to 6
6 to 12
12 to 18
18 to 24
24 to 36
36 to 48
48 to 60

Book Value
$

201,245,552

244,666,738
15,176,953
100,000,000
10,265,543
1,161,048,077
279,986,452
74,801,358
696,217,319
123,151,733
$

2,906,559,726

Percentage
6.90%
8.40%
0.50%
3.40%
0.40%
39.60%
9.60%
2.60%
24.00%
0.00%
4.20%
100%

Weighted Average Maturity: 484 Days
Source: Office of the Treasurer & Tax-Collector, City and County of San Francisco
From Bank of New York-Custodial Safekeeping, SunGard Systems-Inventory Control Program.

Statement of Direct and Overlapping Bonded 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-13 has been compiled by the City’s Office of Public
Finance.
The Debt Report generally includes long-term 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-term obligations of non-City agencies generally are not payable from revenues of the City.
In many cases long-term obligations issued by a public agency are payable only from the general
fund 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
Charter limits the City’s outstanding general obligation bond debt to 3% of the total assessed
valuation of all taxable real and personal property within the City.
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TABLE A-13
CITY AND COUNTY OF SAN FRANCISCO
Statement of Direct and Overlapping Debt and Long-Term Obligations
2008-2009 Assesse d Valuation (net of non-reimbursable & homeowner exemptions):

$

141,274,628,320
Outstanding

DIRECT GENERAL OBLIGATION BOND DEBT

1/30/2009

General City Purposes Carried on the Tax Roll

$1,140,862,731

GROSS DIRECT DEBT

$1,140,862,731

DIRECT LEASE PAYMENT AND LONG-TERM OBLIGATIONS
San Francisco COPs, Series 1997 (2789 25th Street Property)

$5,940,000

San Francisco COPs, Series 1999 (555-7th Street Property)

6,480,000

San Francisco Parking Authority Lease Revenue Bds, Series 2000A (North Beach Garage)

6,495,000

San Francisco COPs, Series 2000 (San Bruno Jail Replacement Project)

125,885,000

San Francisco Refunding COPs, Series 2001-1 (25 Van Ness Avenue Property)

10,290,000

San Francisco Refunding Settlement Obligation Bonds, Series 2003-R1

20,585,000

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

32,410,000

San Francisco COPs, Series 2003 (Juvenile Hall Replacement Project)

39,540,000

San Francisco Finance Corporation, Equipment LRBs Series 2003A, 2004A, 2005A, 2006A, 2007A, 2008A

26,950,000

San Francisco Finance Corporation Emergency Communic ation Series, 1997, 1998, 1998-1, 1999-1

37,140,000

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

145,340,000

San Francisco Finance Corporation LRBs Open Space Fund (Various Park Projects) Series 2006, 2007

67,320,000

San Francisco Redevelopment Agency Moscone Convention Center 1992

18,349,818

San Francisco Redevelopment Agency Lease Revenue Refunding Bonds, Series 2002

66,205,000

San Francisco Redevelopment Agency Lease Revenue Refunding Bonds, Series 2004

32,050,000

San Francisco Refunding Certificates of Participation, Series 2004-R1(San Francisco Courthouse Project)
San Francisco COPs, Series 2007A a nd Taxable Series 2007B (City Office Buildings - Multiple Properties)

[ 1]

33,910,000
152,120,000
$827,009,818

LONG-TERM OBLIGATIONS

$1,967,872,549

GROSS DIRECT DEBT & LONG-TERM OBLIGATIONS
OVERLAPPING DEBT & LONG-TERM OBLIGATIONS
Bayshore Hester Assessment Distric t

$790,000

San Francisco Bay Area Rapid Tra nsit District (33%) Sales Tax Revenue Bonds

119,085,000

San Francisco Bay Area Rapid Tra nsit District (29%) General Obligation Bonds, Series 2005A, 2007B

110,546,550

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

365,990,000

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

17,985,000

San Francisco Redevelopment Agency Hotel Tax Revenue Bonds - 1994

4,840,000

San Francisco Redevelopment Agency Hotel Tax Revenue Refunding Bonds - 1998

52,240,000

San Francisco Redevelopment Agency Obligations (Property Tax Increment)

574,527,610

San Francisco Unified School District General Obligation Bonds, Series Election of 2003, 2006

651,275,000

San Francisco Unified School District COPs (1235 Mission Street), Series 1992
San Francisco Unified School District COPs - 1996 Refunding, 1998 & 1999
TOTAL OVERLAPPING DEBT & LONG-TERM OBLIGATIONS

7,502,682
13,870,000
$1,918,651,842

GROSS COMBINED TOTAL OBLIGATIONS

$3,886,524,391

Ratios to Assessed Valuation:
Gross Direct Debt (General Obligation Bonds)
Gross Direct Debt & Long-Term Obligations
Gross Combined Total Obligations

Actual Ratio
0.81%
1.39%
2.75%

[1]

The accreted value as of July 1, 2008 is $71,584,497

[2]

Excludes revenue and mortgage revenue bonds, tax allocation bonds, and non-bonded third party financ ing lease obligations.

[3]

Sec tion 9.106 of the City Charter limits issuance of genera l obligation bonds of the City to 3% of the assessed va lue of all real and persona l
property within the City's boundaries tha t is subject to City taxes.
Source: Office of Public Finance, City and County of San Francisco.
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[ 2]

Charter Req.
< 3.00%
n/a
n/a

[3]

Tax-Supported Debt Service
Under the State Constitution and the Charter, City bonds secured by ad valorem property taxes
(“general obligation bonds”) can only be authorized with a two-thirds approval of the voters. As
of January 30, 2009, the City had $1.14 billion aggregate principal amount of general obligation
bonds outstanding.
Table A-14 shows the annual amount of debt service payable on the City’s outstanding general
obligation bonds.
TABLE A-14
CITY AND COUNTY OF SAN FRANCISCO
Direct Tax-Supported Debt Service
As of January 30, 2009[1] [2]
Fiscal
Year
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
TOTAL
[1]

Principal
$107,372,143
102,881,160
93,865,240
82,390,350
72,926,548
67,588,892
60,642,445
63,357,271
53,243,442
51,796,030

[3]

48,105,113
43,150,771
36,128,092
38,972,166
38,653,088
36,840,960
32,735,889
22,607,986
23,537,364
24,062,781
19,515,000
20,490,000

Interest
$25,784,221
47,199,665
42,273,415
38,033,067
34,796,017
31,340,370
28,255,870
25,488,904
22,656,828
20,243,530
17,962,647
15,844,251
13,941,059
12,338,293
10,532,636
8,685,607
6,933,716
5,347,513
4,269,947
3,116,498
1,940,888
965,139

$1,140,862,731

$417,950,081

Annual
Debt Service
$133,156,364
150,080,825
136,138,655
120,423,417
107,722,565
98,929,262
88,898,315
88,846,175
75,900,270
72,039,560
66,067,760
58,995,022
50,069,151
51,310,459
49,185,724
45,526,567
39,669,605
27,955,499
27,807,311
27,179,279
21,455,888
21,455,139
$1,558,812,812

The City's only outstanding direct tax-supported debt is general obligation bonded indebtedness.
This ta ble does not reflect any debt other than City direct tax-supported debt, such as a ny
assessment district indebtedness or any redevelopment a gency indebtedness.

[2]

Totals reflect rounding to nearest dollar.

[3]

Section 9.106 of the City Charter limits issuance of general obligation bonds of the City to 3% of the
assessed value of all real and personal assessment district indebtedness or a ny redevelopment agency
agency indebtedness.
Source: Office of Public Finance, City and C ounty of San Francisco.
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General Obligation Bonds Authorized but Unissued
Certain bonds authorized by the City’s voters as discussed below, have not yet been issued. Such
bonds may be issued at any time by action of the Board of Supervisors, without further approval
by the voters.
In November 1992, voters approved Proposition A, which authorized the issuance of up to $350.0
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-owned unreinforced masonry buildings in San Francisco for
affordable housing and market-rate residential, commercial and institutional purposes. In April
1994, the City issued $35.0 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 $35.0 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 to the City from time to time as
evidenced by the City’s issuance to the Credit Bank of the Taxable General Obligation Bond
(Seismic Safety Loan Program), Series 2007A. 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 funds received by the City from the Credit Bank are in turn used to
finance loans to Seismic Safety Loan Program borrowers. In March 2007 the City initiated an
initial borrowing of $2.0 million, and in October 2007, the City borrowed approximately $3.8
million from the Credit Bank. In January 2008 the City borrowed approximately $3.9 million and
in November 2008 the City borrowed $1.3 million from the Credit Bank. Further borrowings
under the Credit Agreement with the Credit Bank (up to the $35.0 million not-to-exceed amount)
are expected as additional loans to Seismic Safety Loan Program borrowers are approved.
In February 2008, voters approved Proposition A, which authorized the issuance of up to $185.0
million in general obligation bonds for the construction, reconstruction, purchase, and/or
improvement of park and recreation facilities located in the City and under the jurisdiction of the
Recreation and Parks Commission or under the jurisdiction of the Port Commission. The City
issued the first series of bonds under Proposition A in the amount of approximately $42.5 million
in August 2008.
In November 2008, voters approved Proposition A, which authorized the issuance of up to $887.4
million in general obligation bonds to provide funds to finance the building or rebuilding and
improving the earthquake safety of the San Francisco General Hospital and Trauma Center. The
City anticipates issuing the first series of bonds under Proposition A in March 2009.
Table A-15 below lists for each of the City’s voter-authorized general obligation bond programs
the amount originally authorized, the amount issued and outstanding, and the amount of
remaining authorization 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 does not refer to any particular series. As of
January 30, 2009, the City had authorized and unissued general obligation bond authority of
$1,333.9 million.
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TABLE A-15
CITY AND COUNTY OF SAN FRANCISCO
General Obligation Bonds (as of January 30, 2009)
Description of Issue (Date of Authorization)
Golden Gate Park Improvements (6/2/92)
Seismic Safety Loan Program (11/3/92)
Steinhart Aquarium Improvement (11/7/95)
Affordable Housing Bonds (11/5/96)
Educational Facilities - Unified School District (6/3/97)
Zoo Facilities Bonds (6/3/97)
Laguna Honda Hospital (11/2/99)
Neighborhood Recreation and Park (3/7/00)

California Academy of Sciences Improvement (3/7/00)
Branch Library Facilities Improvement (11/7/00)

Clean & Safe Neighborhood Parks (2/5/08)
San Francisco General Hospital and Trauma Center (11/4/08)

Issued
$17,060,000
10,995,228
29,245,000
17,000,000
23,000,000
29,480,000
6,210,000

Outstanding
$2,310,000
10,657,731
26,140,000
1,510,000
6,420,000
23,760,000
4,775,000

2005H
2005A
2005I
2001B
2003A
2004A
2004B
2005E
2001E
2002B
2005G

7,505,000
110,000,000
69,000,000
14,060,000
20,960,000
68,800,000
8,075,000
79,370,000
17,665,000
23,135,000
34,000,000

6,705,000
103,785,000
67,220,000
1,905,000
16,895,000
59,175,000
6,945,000
70,950,000
1,575,000
17,790,000
30,400,000

2008A
2008B
-

31,065,000
42,520,000
-

31,065,000
42,520,000
-

$659,145,228
$118,945,000
$21,930,000
$90,690,000
$66,565,000
$232,075,000
$39,320,000
$118,130,000

$532,502,731
$70,640,000
$3,795,000
$86,440,000
$57,960,000
$232,075,000
$39,320,000
$118,130,000

1,333,884,772

$1,346,800,228

$1,140,862,731

$1,333,884,772

SUB TOTALS
General Obligation Refunding Bonds Series 2002-R1 issued 4/23/02
General Obligation Refunding Bonds Series 2004-R1 issued 6/16/04
General Obligation Refunding Bonds Series 2006-R1 issued 10/31/06
General Obligation Refunding Bonds Series 2006-R2 issued 12/18/06
General Obligation Refunding Bonds Series 2008-R1 issued 5/29/08
General Obligation Refunding Bonds Series 2008-R2 issued 5/29/08
General Obligation Refunding Bonds Series 2008-R3 issued 7/30/08
TOTALS
[1]

[2]

Authorized
& Unissued

Series
2001A
2007A
2005F
2001C
2001D
2003B
2002A

Section 9.106 of the City Charter limits issuance of general obligation bonds of the City to 3% of the
assessed value of all real and personal assessment district indebtedness or any redevelopment agency
agency indebtedness.
Of the $35,000,000 authorized by the Board of Supervisors in February 2007, $10,995,228 has been drawn upon to date pursuant to the
Credit Agreement described under "General Obligation Bonds Authorized but Unissued."
Source: Office of Public Finance, City and County of San Francisco.
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[1]

$304,004,772

142,480,000
887,400,000

[2]

Refunding General Obligation Bonds
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 then outstanding General Obligation Bonds. The City has issued six
series of refunding bonds under the Resolution:
City and County of San Francisco
General Obligation Refunding Bonds
Series Name

Date Issued

Principal Amount (Millions)

2004-R1

June 2004

$21.93

2006-R1

October 2006

90.69

2006-R2

December 2006

66.57

2008-R1

May 2008

232.07

2008-R2

May 2008

39.32

2008-R3

August 2008

118.13

Lease Payments and Other Long-Term Obligations
The Charter requires that any lease-financing agreements with a nonprofit corporation or another
public agency must be approved by a majority vote of the City’s electorate, except (i) leases
approved prior to April 1, 1977, (ii) refunding lease financing expected to result in net savings,
and (iii) certain lease financing for capital equipment.
Table A-16 sets forth the aggregate annual lease payment obligations supported by the City’s
General Fund with respect to outstanding lease revenue bonds and certificates of participation as
of January 30, 2009. Note that the annual payment obligations reflected in Table A-16 include
the fully accreted value of any capital appreciation obligations that will accrue as of the final
payment dates and does not include general obligation bonds.
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TABLE A-16
CITY AND COUNTY OF SAN FRANCISCO
Lease Revenue Bonds, Certificates of Participation,
and San Francisco Redevelopment Agency Bonds
As of January 30, 2009
Fiscal
Year
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
TOTAL

[1]

Principal
$31,825,000
41,942,024
40,908,573
30,875,763
29,891,157
34,541,550
40,780,751
41,035,000
40,820,000
41,440,000
25,995,000
26,870,000
27,380,000
27,825,000
28,365,000
29,155,000
26,090,000
26,750,000
28,035,000
27,560,000
28,825,000
27,305,000
17,475,000
18,275,000
16,735,000
17,580,000
6,575,000
6,870,000
7,180,000
7,505,000
7,840,000
8,195,000
8,565,000

Interest
$22,380,648
44,232,263
42,824,571
41,319,402
39,683,429
37,943,796
31,086,493
23,942,540
22,185,358
20,473,846
18,718,492
17,751,035
16,753,268
15,747,060
14,730,623
13,701,783
12,643,790
11,722,244
10,544,843
9,187,796
7,858,614
6,494,632
5,359,798
4,555,900
3,727,075
2,871,856
2,224,913
1,922,400
1,606,275
1,275,863
930,600
569,813
192,713

$827,009,818

$507,163,732

Annual
Payment
Obligation
$54,205,648
86,174,287
83,733,144
72,195,165
69,574,586
72,485,346
71,867,244
64,977,540
63,005,358
61,913,846
44,713,492
44,621,035
44,133,268
43,572,060
43,095,623
42,856,783
38,733,790
38,472,244
38,579,843
36,747,796
36,683,614
33,799,632
22,834,798
22,830,900
20,462,075
20,451,856
8,799,913
8,792,400
8,786,275
8,780,863
8,770,600
8,764,813
8,757,713
[2]

$1,334,173,550

[1]

Totals reflec t rounding to nearest dollar.

[2]

For purposes of this table, the interest pa yments on the Lease Revenue Bonds, Series 2008-1, and
2008-2 (Moscone Center Expa nsion Project) are assumed to be 3.8%. These bonds are in variable rate mode.
Sourc e: Office of Public Fina nce, City and County of San Francisco.
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The City electorate has approved several lease revenue bond propositions, same of which have
authorized but unissued bonds. The following lease programs have remaining authorization:
In 1987, voters approved Proposition B, which authorizes the City to lease finance (without
limitation as to 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 $8.19 million in lease revenue bonds to finance the construction of the North Beach
Parking Garage, which was opened in February 2002. There is no current plan to issue any more
bonds under Proposition B.
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 $20.0
million, such amount increasing by five percent each fiscal year. As of January 30, 2009, the
total authorized amount for such financings was $48.13 million. The total principal amount
outstanding as of January 31, 2009 was $25.53 million.
In 1994, voters approved Proposition B, which authorized the issuance of up to $60.00 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 $14.00
million in remaining authorization. There is no current plan to issue additional series of bonds
under Proposition B.
In June 1997, voters approved Proposition D, which authorized the issuance of up to $100.0
million in lease revenue bonds for the construction of a new football stadium at Candlestick Park,
the home of the San Francisco 49ers football team. If issued, the $100.0 million of lease revenue
bonds would be the City’s contribution toward the total cost of the stadium project and the 49ers
would be responsible for paying the remaining cost of the stadium construction project. The City
has no current 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 authorizes the issuance of lease
revenue bonds or other forms of indebtedness payable from the Open Space Fund. The City
issued $27.00 million and $42.43 million of such Open Space Fund lease revenue bonds in
October 2006 and October 2007, respectively.
In November 2007, voters approved Proposition D, which amended the Charter and renewed the
Library Preservation Fund. Proposition D continues the two and one half cent per $100.0 in
assessed valuation property tax set-aside and establishes a minimum level of City appropriations,
moneys that are maintained in the Library Preservation Fund. Proposition D also authorizes the
issuance of revenue bonds or other evidences of indebtedness. The City anticipates issuing the
first series of lease revenue bonds in the Spring of 2009.
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Overlapping Debt
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 rehabilitate school facilities, and various other improvements. The
SFUSD issued $58.00 million of such authorization in October 2004, $130.0 million in October
2005 and $92.0 million in October 2006, leaving $15.0 million authorized but unissued.
On November 2, 2004, voters approved Proposition AA. Proposition AA authorized the San
Francisco Bay Area Rapid Transit District (“BART”) to issue general obligation bonds in one or
more series over time in an aggregate principal amount not to exceed $980.0 million to strengthen
tunnels, bridges, overhead tracks and the underwater Transbay Tube for BART facilities in
Alameda and Contra Costa counties and the City. Of the $980.0 million, the portion payable
from the levy of ad valorem taxes on property within the City is approximately 29.0% or $282.0
million. BART issued $100.0 million in May 2005 and $400.0 million of such authorization in
July 2007, of which the allocable City portion is approximately $29.0 million and $116.0 million
respectively.
On November 8, 2005, voters approved the issuance of up to $246.3 million in general obligation
bonds to improve, construct and equip existing and new facilities of the San Francisco
Community College District (“SFCCD”). SFCCD issued an aggregate principal amount of $90.0
million of the November 2005 authorization in June 2006. In December 2007, SFCCD issued an
additional $110.0 million of such authorization. SFCCD has announced plans to issue the
remaining authorization in the spring of 2009 in the aggregate principal amount of $46.3 million.
On November 7, 2006, voters approved Proposition A. Proposition A of 2006 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. The SFUSD issued the second
series in the aggregate principal amount of $150 million under the Proposition A authorization in
January 2009.
Risk Retention Program
Citywide risk management is coordinated by the Office of Risk Management. With certain
exceptions, it is the general policy of the City to first evaluate self-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, defend, and pay claims
from budgeted resources (i.e, “self-insurance”). The City obtains commercial insurance when it
makes economic sense and when required by bond or lease financing covenants and for other
limited purposes. The City actuarially determines liability and workers’ compensation risk
exposures as permitted under State law. The City does not maintain commercial earthquake
coverage, with certain minor exceptions.
The City’s property risk management approach varies depending on various factors including
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-controlled 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,
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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. The vast majority of
the City’s traditional insurance program is purchased for enterprise departments and other similar
revenue-generating departments (San Francisco International Airport, Municipal Railway, Public
Utilities Commission, the Port and Convention Facilities, etc.). The remainder of the insured
program is made up of insurance for General Fund departments that are required to provide
coverage for bond-financed facilities, coverage for collections at City-owned museums and to
meet statutory requirements for bonding of various public officials.
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 cash allocations set
aside in the City’s budget and also reflected in the CAFR. The cash allocations are sized based
on actuarially determined anticipated claim payments and the 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 are 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 return-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 return 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 Appendix C.
Labor Relations
The City’s fiscal year 2008-09 proposed budget includes approximately 31,000 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 are the
Service Employees International Union, Local 1021; 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, “MeyersMilias-Brown Act”) and the Charter. 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 and binding unless legally challenged. Wages, hours and working
conditions of nurses and transit workers are not subject to interest arbitration, but are subject to
Charter-mandated economic limits. Strikes by City employees are prohibited by the Charter.
Since 1976, no City employees have participated in a union-authorized strike.
The City’s employee selection procedures are 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.
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The City currently has closed contracts with all of the labor unions covered under Charter Section
A8.409. These contracts, which the City negotiated in 2006, have three-year terms, from July 1,
2006 through June 30, 2009. In general, employees agreed to pay their employee contribution to
either the San Francisco Employees Retirement System (“SFERS” or the “Retirement System”)
(7.5%) or the California Public Employees Retirement System (“CalPERS”) (either 7% or 9%,
depending on the plan) retirement plans for all three years. In exchange for employees’
agreement to continue 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 to have the City continue
paying the employee contribution and therefore did not receive the additional cost–equivalent
post-tax increase. For a further discussion of the Retirement System, see “Retirement System.”
In 2008, the City and the following labor organizations covered under Charter Section A8.409
agreed to extend the term of their contracts through June 30, 2010: SEIU, Local 1021; IFPTE,
Local 21; Automotive Machinists, Local 1414; Municipal Executives’ Association (MEA);
Municipal Attorneys’ Association (MAA); Operating Engineers, Local 3; Plumbers, Local 38;
Teamsters Locals 350 and 856; and the Union of American Physicians and Dentists (UAPD).
The City also has a three-year contract (July 1, 2007 through June 30, 2010) with the Staff Nurses
and a four-year contract with the Nurse Managers (July 1, 2007 through June 30, 2011). Given
the national nursing shortage, and the City’s commitment to provide quality public health and
meet State-mandated nurse-patient ratios, these agreements reflect wage and staffing increases to
address market conditions for Registered Nurses.
Of the unions covered under Charter Section A8.590-1, the City negotiated four-year contracts
(July 1, 2007 through June 30, 2011) with the Police and Fire (non-management and management
staff) and Fire Rescue Paramedics. In each year of these contracts, represented employees will
receive market-based wage increases. In addition, the contract covering the Deputy Sheriffs
expires on June 30, 2009. The City will begin negotiations for a successor agreement in Spring
2009 with the Deputy Sheriffs and all other unions with contract expiration dates of June 20,
2009, as listed on table A-17.
To help address the City’s projected budget shortfall for fiscal years 2008-09 and 2009-10,
UAPD, MEA, MAA, Laborers and Firefighters agreed in June 2008 to amend their contracts to
make certain economic concessions for those fiscal years. The City is currently discussing
concessions with all employee unions.
Pursuant to Charter Section 8A.104, the MTA is responsible for negotiating contracts for the
transit operators and employees in service-critical bargaining units. These contracts are subject to
approval by the MTA Board. The parties agreed to extend the term of the existing contract
covering transit operators to June 30, 2011.
In addition, the City adopts an annual “Unrepresented Employees’ Ordinance” for employees
who are not represented by a union. The Ordinance for fiscal year 2008-09 provides for no wage
increases for these employees and additional floating holidays in fiscal year 2008-09 for nonmayoral staff employees.
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TABLE A-17
CITY AND COUNTY OF SAN FRANCISCO
Employee Organizations as of July 1, 2008
Budgeted
Positions

Organization

[1]

Expiration Date of
MOU

Automotive Machinists, Local 1414
Bricklayers, Local 3/Hod Carriers, Local 36
Building Inspectors Association
Carpenters, Local 22
Carpet, Linoleum & Soft Tile
CIR (Interns & Residents)
Cement Masons, Local 580
Deputy Sheriffs Association
District Attorney Investigators Association
Electrical Workers, Local 6
Glaziers, Local 718
International Alliance of Theatrical Stage Employees, Local 16
Ironworkers, Local 377
Laborers International Union, Local 261
Municipal Attorneys' Association
Municipal Executives Association
MEA - Police Management
MEA - Fire Management
Operating Engineers, Local 3
Painters, Local 1176
Pile Drivers, Local 34
Plumbers, Local 38
Probation Officers Association
Professional & Technical Engineers, Local 21
Roofers, Local 40
S.F. Institutional Police Officers Association
S.F. Firefighters, Local 798
S.F. Police Officers Association
SEIU, Local 1021
SEIU, Local 1021 Staff & Per Diem Nurses

414
19
82
109
1
211
31
947
46
827
14
16
17
1,140
432
1117
3
9
62
125
17
348
150
4,545
11
4
1,731
2,829
10,858
1,554

June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,

2010
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2009
2010
2010
2011
2011
2010
2009
2009
2010
2009
2010
2009
2009
2011
2011
2010
2010

SEIU, Local 1021 H-1 Rescue Paramedics
Sheet Metal Workers, Local 104
Stationary Engineers, Local 39
Supervising Probation Officers, Operating Engineers, Local 3
Teamsters, Local 350
Teamsters, Local 853
Teamsters, Local 856 (Multi-Unit)
Teamsters, Local 856 (Supervising Nurses)
TWU, Local 200 (SEAM multi-unit & claims)
TWU, Local 250-A Auto Service Workers
TWU-250-A Miscellaneous
TWU-250-A Transit Operators
Union of American Physicians & Dentists
Unrepresented Employees

12
48
683
21
2
169
109
126
341
226
94
2039
185
150
31,724 (1)

June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,
June 30,

2011
2009
2009
2009
2010
2009
2010
2011
2009
2010
2010
2011
2010
2009

Budgeted positions do not include SFUSD, SFCCD, or Superior Court Personnel.
Source: Department of Human Resources - Employee Relations Division, City and County of San Francisco.
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Retirement System
History and Administration
The Retirement System is a defined-benefit plan that was initially established in the late 1880s
and was constituted in its current form by the 1932 City charter and then retained under the
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 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 Deferred
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.
Membership
The Retirement System’s membership includes City employees who are not members of
CalPERS, non-credentialed 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 estimates that the total active membership as of June 30, 2008 was
35,396, including 3,877 vested members and 869 reciprocal members, compared to 34,060
members a year earlier. With respect to City employees, vested members are members who (i)
have 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 are members
who have established membership in a reciprocal pension plan such as CalPERS and may be
eligible to receive a reciprocal pension from the Retirement System in the future. The total new
enrollees in the Retirement System for fiscal year 2007-08 were approximately 3,044. Checks are
mailed to approximately 21,514 benefit recipients monthly. Benefit recipients include retired
members and qualified survivors.
Table A-18 shows total Retirement System membership for fiscal years 2002-03 through
2007-08.
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TABLE A-18
CITY AND COUNTY OF SAN FRANCISCO
Employees' Retirement System
Fiscal Years 2003 - 04 through 2007 - 08

Fiscal Ye ar

Active
Members

2004
2005
2006
2007
2008

31,651
29,164
29,426
30,190
30,650

Vested
Members
996
2,833
2,901
3,096
3,877

Reciprocal
Total
Members Non-retired
728
763
734
774
869

33,375
32,760
33,061
34,060
35,396

Retire es/
Continuants

Active to
Retiree Ratio

19,081
20,093
20,489
21,116
21,514

1.749
1.630
1.614
1.613
1.645

Sources: SFERS' Actuarial Valuation reports as of July 1, 2008, July 1, 2007, July 1, 2006,
July 1, 2005, and July 1, 2004.

Funding Practices
Actuarial valuation of the Retirement System is a joint effort of the Retirement System and an
independent consulting actuarial firm employed under contract by the Retirement Board. Before
the valuation is conducted, the consulting actuarial firm recommends three long-term economic
assumptions based on the experience of the plan. These economic assumptions include a longterm investment earnings assumption, a long-term wage/inflation assumption and a long-term
consumer price index assumption. At its November 2008 meeting, after review of the analysis
and recommendation prepared by the consulting actuarial firm, the Retirement Board reduced the
plan’s long-term investment earnings assumption from 8.00% to 7.75%. The Retirement Board
did not change the other two long-term economic assumptions. These economic assumptions
along with periodic demographic studies are utilized to prepare the valuation of the plan each
year. The latest report as of June 30, 2008 was issued in January 2009. Upon receipt of the
consulting actuarial firm’s valuation report, 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 contribution rates required by the Retirement System as detailed in the report.
The actuary and the Retirement Board determine the actuarially required contribution amounts
using three related calculations:
First, the normal cost is established for the Retirement System. The normal cost of the system
represents the portion of the actuarial present value of benefits that the Retirement System will be
expected to fund that is attributable to a current year’s employment. The Retirement System uses
the entry age normal cost method, which is an actuarial method of calculating the anticipated cost
of pension liabilities, designed to fund promised benefits over the average future life of the
Retirement System members.
Second, the contribution calculation takes account of the amortization of a portion of the amount
by which the actuarial value of Retirement System liabilities exceeds the actuarial value of
Retirement System assets, such amount being known as an “unfunded accrued actuarial liability”
or “UAAL.” If the actuarial value of assets exceeds the actuarial value of liabilities, the
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contribution amount is adjusted to reflect this excess by decreasing it in an amount equal to the
excess of actuarial assets over actuarial liabilities, divided by the present value of projected
salaries for the next 15 years. The most recent valuation of the Retirement System shows such an
excess. Such a situation is known colloquially as a “negative UAAL.”
The UAAL is the difference between estimated liabilities and the value of smoothed plan assets
and can be thought of as a snapshot of the funding of benefits as of the valuation date. There are
a number of assumptions and calculation methods that bear on each side of this asset-liability
comparison. On the asset side, the actuarial value of Retirement System assets is calculated using
a five-year smoothing technique, so that gains or losses in asset value are recognized over that
longer period rather than in the immediate time period such gain or loss is identified. As for
calculating the pension benefit liability, certain assumptions must be made about future costs of
pension benefits to generate an overall liability amount. If the Retirement System’s results are
better or worse than the estimated UAAL, the result is called an actuarial gain or loss,
respectively, and under the Retirement Board’s Actuarial Methods Policy any such gain or loss is
amortized over a 15-year period. Similarly, if the estimated liabilities change due to changes in
the aforementioned assumptions, the effect of such changes is also amortized over a 15-year
period.
Third, after calculating the normal cost and the adjustment for UAAL, the actuary amortizes
supplemental costs for the various member benefit plans. Supplemental costs are additional costs
resulting from the past service component of Retirement System benefit increases. In other
words, when the Charter is amended to extend additional benefits to some or all beneficiaries of
the Retirement System, the Retirement System’s payment liability is increased by the amount of
the new benefit earned in connection with the service time already accrued by the then-current
beneficiaries. These supplemental costs for each beneficiary are amortized over no more than 20
years.
The actuary combines the three calculations described above to arrive at a total contribution
requirement for funding the Retirement System in that fiscal year. This total contribution amount
is satisfied from a combination of employer and employee contributions. Employee contributions
are mandated by the Charter. Sources of payment may be the subject of collective bargaining
agreements with each union or bargaining unit. The employer contribution is established by
Retirement Board action each year and is expressed as a percentage of salary applied to all wages
covered under the Retirement System.
Recent Voter Approved Changes to the Retirement Plan
The City’s retirement benefits are established under the Charter and approved directly by the
voters, rather than through the regular collective bargaining process; most changes to retirement
benefits require a voter-approved Charter amendment. On June 3, 2008, the voters of San
Francisco approved Proposition B, which increases the service required for City employees hired
after January 10, 2009 to qualify for employer-funded retiree health benefits, establishes a
separate Retiree Health Care Trust Fund to fund retiree health costs, and increases retirement
benefits and retirement cost-of-living adjustments for “miscellaneous” employees (i.e., those
covered under Charter Section A8.409). The cost of Proposition B is incorporated in the actuarial
valuation as of July 1, 2008.
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The voters of San Francisco have recently approved two other retirement plan amendments:
•
•

The enactment of a Deferred Retirement Option Plan available to certain police members
effective July 1, 2008, authorized by the February 2008 election by initiative proposition;
and
A limited cost transfer of Airport police officers’ historical service from CalPERS to
SFERS that is currently pending as the costing and individual elections have not yet
occurred, authorized by the November 2007 election.

Recent Funding Performance
From fiscal year 1996-97 through fiscal year 2003-04, the City’s 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 lower than projected wage increases. Beginning in fiscal year 2004-05,
the Retirement Board reinstated required employer contributions based on the funding
requirements as determined by the consulting actuary in the manner described above in
“—Funding Practices.” In fiscal year 2007-08, the City contributed $124.60 million in employer
contribution to the Retirement System, which was 5.91% of Pensionable Salary (as defined
below). This amount includes $54.90 million from the General Fund. For the fiscal year 2008-09
Original Budget, the City budgeted an estimated $108.40 million in employer contribution to the
Retirement System, which was 4.99% of that portion of a member’s earned wages that are
includable for calculation and contribution purposes (“Pensionable Salary”). This amount
included $49.60 million from the General Fund. The contribution rate effective July 1, 2009 is
9.49% of Pensionable Salary.
Table A-19 shows Retirement System actual contributions for fiscal years 2003-04 through
2007-08. “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” reflects 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 Contributions” reflects the total of
mandated employee contributions and employer Actuarial Retirement Contributions received by
the Retirement System for fiscal years 2003-04 through 2007-08.

A-41

TABLE A-19
CITY AND COUNTY OF SAN FRANCISCO
Employee Retirement System ( in $000s)
Fiscal Years 2003-04 through 2007-08

Fiscal Year
2004
2005
2006
2007
2008
[1]

Market Value
of Assets

Actuarial Value
of Assets

Pension Benefit
Obligation

Percent
Funded

11,907,358
13,135,263
14,497,022
16,952,044
15,832,521

11,299,997
12,659,698
13,597,646
14,929,287
15,941,390

10,885,455
11,765,737
12,515,463
13,541,388
15,358,824

104.0
108.0

Employee &
Employer
Contribution [1]

109.0
110.0
103.8

170,550
248,029
289,226
308,348
319,183

For fiscal years 1999-00 through 2003-04, the City paid no employer contribution. Following are the employer
contribution rates as determined by the Retirement Board Actuarial Valuations:
Year

Rate

2004-2005

4.48%

2005-2006

6.58%

2006-2007

6.24%

2007-2008

5.91%

2008-2009

4.99%

2009-2010

9.49%

Sources: SFERS' audited financial statements and supplemental schedules June 30, 2008, 2007, 2006, 2005, and 2004.
SFERS' Actuarial Valuation report as of July 1, 2008, July 1, 2007, July 1, 2006, July 1, 2005, and July 1, 2004.

Asset Management and Actuarial Valuation
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
system holds international equities, global sovereign and corporate debt, global public and private
real estate and an array of alternative investments including private equity and venture capital
limited partnerships. The investments are regularly reviewed by the Retirement Board and
monitored by an internal staff of investment professionals who in turn are advised by external
consultants who are specialists in the areas of investments detailed above. A description of the
Retirement System’s investment policy, a description of asset allocation targets and current
investments, and the Annual Report of the Retirement System are available upon request from the
Retirement System by writing to the San Francisco Retirement System, 30 Van Ness Avenue,
Suite 3000, San Francisco, California 94102, or by calling (415) 487-7000.
Recent Changes in the Economic Environment and the Impact on the Retirement System
As shown in Table A-19, the market value of the Retirement System was approximately $15.8
billion as of June 30, 2008. Since mid-2008, global capital markets have experienced
unprecedented adverse events, including severe credit and liquidity contractions, and continue to
suffer extreme price volatility. The overall economic climate has had an adverse impact on the
Retirement System's portfolio.
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As of December 31, 2008, the Retirement System estimated that the market value of its assets
was $12.2 billion. The estimated market value represents, as of the date specified, the estimated
value of the Retirement System’s portfolio if it were liquidated on that date. The Retirement
System cannot be certain of the value of certain of its portfolio assets and, accordingly, the
market value of the portfolio could be less. Moreover, appraisals for classes of assets that are not
publicly traded are based on estimates which typically lag changes in actual market value by three
to six months. The $3.6 billion difference between the approximately $15.8 billion market value
as June 30, 2008 and the approximately $12.2 billion market value as of December 31, 2008
reflects, among other things, participant and employer contributions, benefit payments and a
decline on a time-weighted basis of approximately 20% in the market value of assets held by the
Retirement System from June 30, 2008. The estimated market value of $12.2. billion has not
been subject to an independent audit. The City cannot predict when financial markets will
stabilize or improve, nor can the City give any assurance that the Retirement System will not
sustain further declines in asset value.
The Retirement System investment portfolio is structured to focus on long-term performance, and
the Retirement System actively manages its investment portfolio, including periodic review of its
investment policy and asset allocation strategy. Subsequent to June 30, 2008, the Retirement
System has reviewed its investment and asset allocation policies as part of its regular operations
and continues to rely on an investment policy which is consistent with the principles of
diversification and the search for long-term value. Because the values of individual investments
fluctuate based on volatile market conditions, the amount of losses, if any, that the Retirement
System will recognize in its future actuarial valuation cannot be determined. Market fluctuations
are an expected investment risk for a pension fund and the value of the Retirement System
investment portfolio changes periodically.
A decline in the actuarial value of assets over time, without a commensurate decline in the
actuarial value of liabilities, will result in an increase in the contribution rate for the City. The
City's contribution rate effective July 1, 2009 is 9.49% of pensionable salary. No assurance can
be provided by the City that contribution rates will not increase
Other Employee Retirement Benefits
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 $15.98 million in fiscal year
2006-07. These contributions are summarized in Note 9 to the City’s CAFR, as of June 30, 2008
attached hereto as Appendix C. A discussion of other post-employment benefits, including
retiree medical benefits, is provided below under “Medical Benefits – Post-Employment Health
Care Benefits and GASB 45.”
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 et seq. and A8.420 et seq. Pursuant to such Charter Sections, the Health Service
System also administers medical benefits to active and retired employees of the SFUSD, SFCCD
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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.
The plans (the “HSS Medical Plans”) for providing medical care to the City Beneficiaries and the
System’s Other Beneficiaries (collectively, the “HSS Beneficiaries”) are determined 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 fund (the “Health Service Trust Fund”) established
pursuant to Charter Sections 12.203 and A8.428 through which medical benefits for the HSS
Beneficiaries are 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 Health Service System,
1145 Market Street, Second Floor, San Francisco, California 94103, or by calling (415) 5541727. The report is also posted in the Health Service System website: myhss.org.
As presently structured under the City Charter, the Health Service Trust Fund is not a fund
through which assets are accumulated to finance post-employment healthcare benefits (an “OPEB
Fund”). Thus, the Health Service Trust Fund is not currently affected by Governmental
Accounting Standards Board (“GASB”) Statement Number 45, Financial Reporting for
Postemployment Benefit Plans Other Than Pensions (“GASB 45”), which applies to OPEB
Funds.
Determination of Employer and Employee Contributions for Medical Benefits
Contributions by the participating employers and HSS Beneficiaries to HSS Medical Plans are
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 Health Service
Board, from net assets held in the Health Service Trust 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 10 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 A8.428,
the City is required to contribute to the Health Service Trust Fund an amount equal to such
“average contribution” for each City Beneficiary.
In addition to the average contribution described above, the City makes additional medical and
other benefit contributions on behalf of City Beneficiaries who are active employees as
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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 Nonemployee City Beneficiaries and
the City as determined pursuant to Charter Section A8.428. The Health Service System medical
benefit eligibility requirements for Nonemployee City Beneficiaries are described below under
“—Post-Employment Health Care Benefits and GASB 45.”
Contributions relating to Nonemployee City Beneficiaries include the City contribution of the
“average contribution” corresponding to such Nonemployee City Beneficiaries as described in
Charter Section A8.423 along with the following:
•

Monthly contributions from Nonemployee 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 second paragraph of this
subsection, the City contributes additional amounts in respect of the Nonemployee City
Beneficiaries sufficient to defray the difference in cost to the Health Service System in
providing the same health coverage to Nonemployee 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.
Fiscal Year 2007-08 Employer Contributions for Health Service System Benefits
For fiscal year 2007-08, the Health Service System received approximately $558.4 million from
participating employers for Health Service System benefit costs. Of this total, the City
contributed approximately $402.4 million for Health Service System benefit costs. For the City,
approximately $110.0 million of this amount was for health care benefits for approximately
18,100 retired City employees and their eligible dependents and approximately $292.4 million
was for benefits for approximately 29,000 active City employees and their eligible dependents.
Further information on Health Service System funding can be found in the audited financial
statements, which are available through fiscal year 2007-08.
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Post-Employment Health Care Benefits and GASB 45
Eligibility of former City employees for retiree health care benefits is governed by the Charter, as
amended by Proposition B, passed by voters on June 3, 2008. Employees and a spouse or
dependent are potentially eligible for health benefits following retirement after age 50 and
completing five years of City service, subject to other eligibility requirements.
The City will be required to begin reporting the liability and related information for unfunded
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 the GASB 45. 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 each year if they do not fund it. GASB 45 requires
that non-pension benefits for retirees, such as retiree health care, be shown as an accrued liability
on the City’s financial statements starting in fiscal year 2007-08.
To help plan for the implementation of GASB 45, the City engaged an actuary to prepare a
preliminary actuarial valuation of this liability. In its November 1, 2007 report on GASB 45
Valuation Results and Plan Design, Mercer Consulting estimated that if the City were to have a
Funded Plan to cover post-employment medical benefits, the projected liability would be $4.04
billion and have an annual required contribution for fiscal year 2007-08 of $409.1 million,
assuming an 4.5 percent return on investments, while covering all City operations, including
those that are General Fund supported. In fiscal year 2006-07, the City’s expenditures included
$102.6 million for retiree health subsidies, which represented only the amount needed to pay for
current costs due during the fiscal year. The additional potential liability to the City would,
therefore, be the difference between the Mercer estimate and the fiscal year 2006-07
expenditures. The calculations in the Mercer Report are sensitive to a number of critical
assumptions, including but not limited to the projected rate of increases in health plan costs.
Proposition B, passed by San Francisco voters on June 3, 2008, tightens post-retirement health
benefit eligibility rules for employees hired after January 10, 2009, and requires payments by the
City and these employees equal to 3 percent of salary into a new retiree health trust fund. The
City’s actuarial analysis shows that by 2031, this 3 percent funding will be sufficient to cover the
cost of retiree health benefits for employees hired after January 10, 2009. See Retirement System
–Recent Voter Approved Changes to the Retirement Plan above.
Total City Fringe Benefits Costs
The City continued to budget funding for currently due benefits costs using a “pay-as-you-go”
approach in the fiscal year 2008-09 Original Budget. Additionally, to begin to address the issue
of accrued liabilities for future retiree health costs, the City created a new Post Employment
Benefits Fund and budgeted an initial $500,000 contribution in the fiscal year 2007-08 Original
Budget. The fiscal year 2008-09 Original Budget allocated an additional $500,000. The City will
continue to monitor and update its actuarial valuations of liability as required under GASB 45.
Below in Table A-20, a five-year history is provided for all fringe benefits costs paid including
pension, health, dental and other miscellaneous fringes. For all years shown, a “pay-as-you-go”
approach was used by the City.
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 of retiree health
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benefits. Any recommendation of the Committee must be reviewed and approved under the
City’s legislative or Charter amendment processes before it is implemented. The Committee held
monthly meetings in 2008. 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 Charter.
TABLE A-20
CITY AND COUNTY OF SAN FRANCISCO
Total Fringe Benefit Costs
Fiscal Years 2003-04 through 2007-08
Actuals, GAAP Basis

Retirement
Social Security &Medicare
Health - Medical
Health - Retiree Medical
Health - Dental
Other Fringes
Total Fringe Costs

FY 2003-04
31,864,833
118,167,491
176,118,127
72,152,041
31,460,055
9,215,906
$ 438,978,453

$

FY 2004-05
114,137,336
116,589,364
185,840,015
86,529,571
33,628,822
16,063,001
$ 552,788,109

$

FY 2005-06
174,738,472
121,589,065
194,950,403
96,286,433
34,225,398
19,315,549
$ 641,105,320

$

FY 2006-07
202,607,710
136,241,775
220,483,696
102,062,188
36,141,082
36,057,549
$ 733,594,000

$

FY 2007-08
206,317,989
143,781,950
371,745,895
110,634,136
35,734,275
28,816,300
$ 897,030,541

$

Figures are audited actuals.
Source: Office of the Controller, City and County of San Francisco.

Litigation
There are 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, 2008, attached as Appendix C to this Official
Statement, as well as those described in this Appendix A under “Business Taxes” above.
Included among these are 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 presently pending
will not impair the ability of the City to make debt service payments or otherwise meet its
General Fund lease or debt obligations, nor materially impair the City’s ability to fund current
operations.
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APPENDIX B
CITY AND COUNTY OF SAN FRANCISCO
ECONOMY AND GENERAL INFORMATION

This Appendix contains information that is current as of January 30, 2009.
This Appendix provides general economic and demographic information about the City and County of
San Francisco (the “City”) and the Bay Area (defined below). The various reports, documents, websites
and other information referred to herein are not incorporated herein by such references. The City takes no
responsibility for the contents of such materials prepared by persons other than the City.
The general demographic and economic information contained in Appendix B is presented for
informational purposes only. While the City believes that such information is reliable, the City can give
no assurance that there has not been any material change in such information since the date of last
publication.
Area and Economy
The corporate limits of the City and 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 to the east, 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. Major business sectors in the Bay Area include retail and
entertainment, conventions and tourism, service businesses, banking, professional and financial services,
corporate headquarters, international and wholesale trade, multimedia and advertising, biotechnology, and
higher education.
Population and Income
The City had a population estimated at 824,525 as of fiscal year 2008. The table below reflects the
population and per capita personal income of the City, as estimated by the Controller's Office. For
additional demographic information for the City, see Appendix C – “Statistical Section – Demographic
and Economic Statistics.”
TABLE B-1
POPULATION AND INCOME
2004-2008
Year

Population

Per Capita Personal Income

2004

743,852

58,244

2005

741,025

62,614

2006

744,041

66,383

2007

747,069

69,638

2008
824,525
N/A
Source: Office of the Controller, City and County of San Francisco.
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Conventions and Tourism
According to the San Francisco Convention & Visitors Bureau (the “Convention & Visitors Bureau”), a
non profit membership organization, during the calendar year 2007 approximately 16.1 million people
(124,628 average per day) visited the City, generating approximately $8.2 billion for local businesses. On
average, these visitors spent about $244 per visitor per day and stayed three to four nights in the City.
Also, as reported by PKF Consulting, hotel occupancy rates in the City averaged 77.9% for calendar year
2007, an increase of 3% over the previous year. Average daily room rates in the City during 2007
increased about 7.1% compared to the prior year’s average of $182.
Although only 35% of all out-of-town visitors stayed in City hotels, the Convention & Visitors Bureau
estimates that such visitors generated 65% of total spending by out-of-town visitors. An estimated 40%
of City visitors are on vacation, 35% are convention and trade show attendees, 22% are individual
business travelers and the remaining 3% are en route elsewhere. Approximately 25% to 35% of overnight
hotel visitors are international visitors. The federal government estimates that the majority of international
visitors to the City in 2007 were from the United Kingdom, Japan, France, Germany, and Australia. In
2006, the City was ranked third in market share for international visitors to the U.S. behind New York
and Los Angeles. The City was ranked even with Orlando, and ahead of Miami, Honolulu, and Las
Vegas. The following table illustrates hotel occupancy and related spending from calendar years 2003
through 2007.
TABLE B-2
CIT Y AND COUNTY OF SAN FRANCISCO
San Francisco Ov ernig ht Hotel Guests

Calendar
Year
2003
2004

Annual A verage
Hotel Occupancy

(%)
68.1
73.4

V isitors
Stayin g in
Ho tels or M otels
(000s)
3,860
4,200

Estimated
H otel Visitor
Spending
$(000s)
3,6 80,0 00
4,0 70,0 00

2005

75.7

4,500

4,5 00,0 00

2006

76.4

4,500

4,7 80,0 00

2007

77.9

4,590

5,0 60,0 00

Most recent ann ual data availab le.
So urce: San Francisco Conven tion & Visitors Bu reau.

According to the Convention & Visitors Bureau, as of June 1, 2007, 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. Due to an expansion to the Moscone Convention facilities completed
spring 2003, the Moscone Convention Center offers over 700,000 square feet of exhibit space covering
more than 20 acres on three adjacent blocks.
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. See Table B-4 below for more information on the top
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employment sectors in the Metropolitan Statistical Area (“MSA”) consisting of San Francisco, Marin and
San Mateo counties. Industry employment data are only available for the MSA, not the City.
According to the California Employment Development Department, the unemployment rate for the City
was 6.6% for December 2008 compared with an unadjusted unemployment rate of 9.1% for the State.
See Table B-3 below for more information on the civilian labor of employment and unemployment in the
MSA.
TABLE B-3
CITY AND COUNTY OF SAN FRANCISCO
Civilian Labor Force, Employment, and Unemployment

[1 ][2]

December 2007 and December 2008 [3 ]
Year and Area

Labor Forc e

Employment

Unemployment

Unemployment
Rate

449,3 00
18,612,800

419,900
16 ,324,700

29,500
1 ,088,00 0

6.6%
9.1%

438,9 00
18,352,600

419,700
17 ,272,300

19,200
1 ,080,30 0

4.4%
5.9%

Dec 2008
San Francisco
State
Dec 2007
San Francisco
State
[1]

[2]

[3]

Civilian labor force data are by place of residence; include self-employed ind ividuals, unpaid family
wo rkers, household domestic workers, and wo rkers o n strike
San Francisco is in a multi-cou nty Metropolitan Statistical Area (M SA) o r Metro politan Division (MD).
Indu stry emp lo yment data are only available for the MSA or MD, not the City.
The MSA Counties include: San Francisco, Marin , and San Mateo Co unties.
Data n ot seasonally adjusted.
So urce: Labor M arket Information Division of the California Employment Development Departmen t (EDD).
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TABLE B-4
CITY AND COUNTY OF SAN FRANCISCO
Estimated Average Annual Employment by Sector in 2003-2007
Professional and Business Services
Government
Leisure an d Hospitality
Trade, Transportation and Utilities
Financial, Insurance & Real Estate
Educational and Health Services
Other Services
Information
Natural Resources, Mining & Construction
Manufacturing
Total
[1]

[1]

2003

2004

2005

2006

20 07

1 03,4 00
83,7 00
69,6 00
71,2 00
59,1 00
53,2 00
21,7 00
20,5 00
17,3 00
13,1 00
5 12,8 00

100 ,400
81 ,700
70 ,700
70 ,000
57 ,000
54 ,400
21 ,100
19 ,100
16 ,000
12 ,300
502 ,700

105,000
82,600
72,100
69,600
57,300
55,100
21,300
17,300
16,600
11,400
508,300

111 ,000
83 ,800
74 ,000
69 ,700
58 ,000
56 ,000
21 ,400
18 ,100
17 ,500
11 ,100
520 ,600

117,300
89,200
76,400
69,200
58,900
57,500
21,900
19,400
18,300
11,100
539,200

San Francisco is a multi-county Metropolitan Sta tistica l Area (MSA) or Metropolita n Division (MD).
Most recent annual data available.

Source: California Employment Development Department.

Table B-5 below lists the 10 largest employers in the City as of December 2008.
TABLE B-5
CITY AND COUNTY OF SAN FRANCISCO
Largest Employers in San Francisco
As of December 30, 2008

Number of
Employees in SF

Employer
City and County of San Francisco
University of California, San Francisco
Wells Fargo & Co.
California Pacific Medical Center
State of California
San Francisco Unified School District
United States Postal Service
PG&E Corp.
Charles Schwab & Co . Inc.
Gap Inc.

26 ,657
13 ,237
9 ,269
6 ,782
5 ,768
5 ,313
4 ,633
4 ,394
4 ,100
3 ,930

Nature of Bu siness
City government
Education
Financial services
Health care
State government
Education
Postal service
Utility
Financial services
Specialty retailer

Source: San Francisco Business Times, Book of Lists 2008.

Taxable Sales
The following table provides information on taxable sales for the City for calendar years 2003 through
2007. Total retail sales increased in calendar year 2007 by approximately $274.0 million compared to
calendar year 2006.
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TABLE B-6
C I T Y A N D C O U N T Y O F S A N FR A N C I S C O
T ax ab l e S a le s - C a l en d a r Y e a r 2 003 -2 00 7
( $ 00 0 s )
2 0 0 7 [1]

20 03

20 0 4

20 05

2 00 6

A pp ar el
G ene ra l M e rc h an d ise
F o od S to re s
E atin g /D r in kin g
H ou se ho ld
B u ild ing M ate ria ls
A uto m o tiv e
O ther R e ta il S to re s

$7 60 ,7 15
1 ,0 65 ,1 60
4 05 ,6 73
1 ,8 79 ,8 79
4 84 ,4 55
3 20 ,3 16
8 04 ,9 64
1 35 ,5 82

$8 2 6, 6 8 6
1 , 1 4 3, 6 5 7
4 1 9, 2 8 6
2 , 0 6 7, 4 1 8
5 2 7, 5 1 9
3 5 3, 0 0 2
8 5 0, 9 8 4
1 4 1, 9 0 6

$ 8 8 0,7 1 8
1 ,1 9 9,3 0 8
4 3 9,4 7 2
2 ,2 3 7,3 8 4
5 7 5,9 8 5
3 9 7,2 1 8
9 5 6,0 3 1
1 5 1,1 4 2

$ 94 1 , 2 99
1, 28 0 , 9 08
45 4 , 97 0
2, 36 7 , 5 48
59 8 , 27 9
42 8 , 79 5
1, 03 1 , 7 86
16 2 , 14 6

1, 02 8, 60 2
1, 34 9, 15 8
48 0, 58 7
2, 58 9, 89 2
60 8, 76 6
45 9, 33 2
1, 06 8, 66 1
2, 42 1, 57 4

R eta il S to re s T o ta l

$ 5 ,8 56 ,7 44

$6 , 3 3 0, 4 5 8

$ 6 ,8 3 7,2 5 8

$ 7, 26 5 , 73 1

$ 1 0, 00 6, 57 2

$9 45 ,6 89
2 ,7 84 ,3 69

$9 3 7, 4 1 1
2 , 8 5 5, 3 1 5

$ 9 3 9,1 0 8
3 ,0 3 7,0 7 8

$ 99 9 , 1 12
3, 30 4 , 5 56

$ 1, 00 1 , 47 2
3, 60 6, 69 2

$ 9 ,5 86 ,8 02

$ 10 , 1 2 3, 1 8 4

$ 1 0,8 1 3,4 4 4

$1 1, 56 9 , 3 99

$ 1 4, 61 4, 73 6

B u sine ss a n d
P e rson a l S er vice s
A ll O the r O utlets
T o ta l A ll O u tlets

[1 ]
M o st re ce nt ann u a l d ata ava ilab le .
S o ur ce : C alifo r nia Sta te Bo ar d o f E q u aliz atio n - T ax a ble Sa les in C a lif ornia (S ale s & U se T a x)
A n n ua l R epo rts.

Building Activity
Table B-7 provides a summary of building activity in the City for fiscal years 2002-03 through 2006-07.
According to the City’s Department of Building Inspection, the total value of building permits was $861.0
million in fiscal year 2006-07.
TABLE B-7
CITY AND COUNTY OF SAN FRANCISCO
Building Activity 2003-2007 ($000s)
Fiscal Year Authorized
Ended
New
June 30 Dwelling Units
2003
1,279
2004
1,726
2005
1,961
2006
1,756
2007
2,085

Value of Building Permits
Residential
Non-Residential
$214,244
$57,455
307,603
122,377
362,760
71,251
1,218,804
115,603
471,206
389,774

To tal
$271,699
42 9,9 80
43 4,0 11
1,33 4,4 07
86 0,9 80

Source: San Fran cisco Department of Bu ilding Inspection, Central Permit Bureau.

Banking and Finance
The City is a leading center for financial activity in California. The headquarters of the Twelfth Federal
Reserve District are located in the City, as are 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, are headquartered in the City. Investment banks located in the City
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include Banc of America Securities LLC, Deutsche Banc Alex Brown, Thomas Weisel Partners LLC, and
Pacific Growth Equities.
Commercial Real Estate
According to the 4th Quarter 2008 Report from CB Richard Ellis (“CBRE”), the Citywide vacancy rate
for commercial real estate increased 220 basis points from the 3rd Quarter 2008 to 12.6%. According to
the report, the City posted approximately 1.4 Million square feet of negative absorption in the 4th Quarter
of 2008. Asking Rent for the Class A commercial property Citywide averages $43.03 per square foot
according to the 4th Quarter 2008 Report, which is a decrease from $46.62 per square foot described in
the 3rd quarter 2008 Report. Average Asking Rent for the Class A commercial property in the Civic
Center also fell to $34.00 per square foot according to CBRE.
Major Real Estate Development Projects
Major privately financed and owned projects currently under development include:
The Octavia Boulevard Project - A ground-level six-lane boulevard between Market and Hayes Streets
opened in the Fall of 2005. The redevelopment of this roadway system has opened up approximately
7.2 acres of property to be used for the construction of 750 to 900 housing units. In early 2007, three of
the parcels were sold to housing developers after an extensive Request for Proposals and public design
review competition.
Transbay - In May 2008, the Transbay Joint Powers Authority selected the team of Pelli Clarke Pelli
Architects and Hines to enter into exclusive negotiations. Hines offered $350 million for the right to build
a tower and transit hub at Mission and First Streets. Under the current proposal the tower will have
approximately 1.6 million square feet.
Hunters Point Shipyard Phase 1 - Lennar/BVHP completed mass grading and has started infrastructure
construction for the first phase of development on Parcel A, which will include 1,500 units (about 30%
set aside as affordable), approximately 1.5 acres of improved land dedicated to community facilities,
approximately 34 acres of improved open space, and numerous community benefits, including an
estimated $18 million Legacy Fund. Lennar is investing $90 million in infrastructure; environmental
remediation and grading for phase one. The first finished lots were delivered to homebuilders in 2008,
with finished units on the first blocks available by late 2009.
Hunters Point Shipyard/Candlestick Point Phase 2 - There has been progress on efforts to redevelop
Phase 2 of the Hunters Point Shipyard, expanding the development project area to include Candlestick
Point. In mid-2007, the City’s Redevelopment Agency Commission and the Board of Supervisors
endorsed the conceptual framework to guide the City, the Redevelopment Agency, and Lennar
Communities in planning an integrated, mixed-use project at the Candlestick Point Area of the Bayview
Hunters Point (“BVHP”) and the Hunters Point Shipyard Redevelopment Project Areas. The combined
project includes 8,500 housing units, approximately 2.0 million square feet of Research & Development
uses geared toward digital arts, green technology and biotechnology, 500,000-700,000 square feet of
retail, approximately 350 acres of open space, and the rehabilitation and rebuild of public housing
projects. $82 million has been federally appropriated for Navy cleanup at Hunters Point Shipyard - a
$20 million increase over what the government has committed annually over the past several years. In
addition, on June 3, 2008, City voters approved Proposition G which allows the replacing and updating of
the 1997 bond authorization that approved $100 million in public financing and land use rule changes to
allow a new stadium for the 49ers, a professional football team, and shopping mall at Candlestick Park.
Treasure Island - Progress has been made at Treasure Island, including Board of Supervisors
endorsement of the Term Sheet for the overall project in 2007. At the present stage of design and
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negotiation, the proposed conceptual development program consists of approximately 300 acres of parks
and open space slated for water-oriented, recreational, and natural and passive uses. Approximately 5,500
residential units are part of the proposed plan, 30 percent of which are below market rates and more than
400 of which are allotted for homeless San Franciscans – an effort coordinated in partnership with the
Treasure Island Homeless Development Initiative. The development is clustered around a new ferry
terminal, and is designed to prioritize walking, biking and transit. The proposed development includes a
system of storm-water treatment wetlands, rigorous “green” building standards and maximization of
renewable energy. The development plan for Treasure Island includes a mixed-use commercial district,
including hotel accommodations, retail stores, entertainment venues and cultural exhibitions.
Mint Plaza - Adjacent to the Old Mint, opened in late 2007. The approximately 18,000 square foot
portion of Jessie Street extending between 5th Street and Mint Street, now closed to automobile traffic,
was redesigned to accommodate a wide range of uses, including art, theatre, live music, cafés, and street
fairs. The museum is expected to reopen in late 2011.
Transportation Facilities
San Francisco International Airport
San Francisco International Airport (“SFO”), which is owned and operated by the City, is the principal
commercial service airport for the Bay Area. A five member Commission is responsible for the operation
and management of SFO. SFO is located 14 miles south of downtown San Francisco in an
unincorporated area of San Mateo County between the Bayshore Freeway (U.S. Highway 101) and San
Francisco Bay. According to final data for calendar year 2007 from the Airports Council International
(the “ACI”), SFO is one of the largest airports in the United States in terms of passengers. SFO is also a
major origin and destination point and one of the nation’s principal gateways for Pacific traffic. In fiscal
year 2007-08, SFO served approximately 36.7 million passengers and handled 550,547 metric tons of
cargo.
During fiscal year 2007-08, 59 airlines reported air traffic at SFO. Domestic air carriers provided
scheduled non-stop and one-stop passenger service to over 100 destinations in the United States. Twentynine airlines provided nonstop and one-stop scheduled passenger service to over 50 international
destinations.
United Airlines operates one of its three major U.S. hubs at SFO. During fiscal year 2007-08, United
Airlines (including Ted, their low cost carrier operation (which has discontinued operations), and Skywest
that operates as United Express) handled approximately 43.7% of the total enplaned passengers at SFO
and accounted for approximately 21% of SFO’s total revenues.
The Bay Area Rapid Transit (“BART”) extension to SFO provides a convenient connection between SFO
and the Bay Area 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 Area as well as
the City. Access from the BART station throughout SFO is enhanced by the AirTrain system, a shuttle
train that connects airport terminals.
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 are located at the north and south sides of the International
Terminal, Terminals 1, 2 and 3, at the two short-term International Terminal Complex parking garages,
on Lot “D” to serve the rental car facility, and on McDonnell Road to serve the West Field area of SFO.
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Table B-8 presents SFO passenger, cargo and mail data for the last five fiscal years.
TABLE B-8
SAN FRANCISCO INTERNATIONAL AIRPORT
Passenger, Cargo and Mail Data for
Fiscal Years ending June 30, 2004 through 2008

Passengers
Fiscal
An nual
year
Enplanements
and
Ended
Percent
Change
30-Jun
Deplanements
2004
30,77 1,464
5.50%
2005
32,64 8,635
6.00%
2006
32,98 7,672
1.00%
2007
33,85 5,382
2.60%
2008
36,70 9,405
8.40%
Source: San Fran cisco Airport Co mmission.

Cargo Traffic
Freight and
Express Air
(Metric Tons)
472,9 64
512,8 00
524,8 56
513,7 26
488,4 75

U.S. and
Foreign Mail
(Metric Tons)
79,154
74,717
68,715
58,599
62,072

Port of San Francisco
The Port of San Francisco (the “Port”) consists of 7.5 miles of San Francisco Bay waterfront which are
held in “public trust” by the Port 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 are to be used
for Port purposes only. The Port has no taxing power.
The Port posted an operating loss of ($2.3) million for fiscal year 2007-08, as a direct result of a $2.8
million charge for retiree medical benefits in accordance with an accounting requirement that became
effective June 30, 2008. Net assets increased $0.4 million for the year.
Port properties generated $64.5 million in operating revenue for the fiscal year ended June 30, 2008, as
shown in the table below.
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TABLE B-9
PORT OF SAN FRANCISCO
FISCAL YEARS 2007 AND 2008 OPERATING REVENUES
( $000s)
Years Ended June 30,

2007

Percentage of

200 8

Percentage o f

Business Line

Revenue

2007 Revenue

Rev enue

2008 Revenue

Commercial & Industrial Rent

$36,496

59.6%

$40,149

62.2%

10,514

17.2%

1 0,891

16.9%

Cargo

4,152

6.7%

4,383

6.8%

Fishing

1,760

3.0%

1,854

2.9%

Ship Repair

1,332

2.2%

884

1.4%

887

1.4%

901

1.4%

Parking

Harbor Services
Cru ise

1,763

2.9%

1,296

2.0%

Oth er Maritime

1,391

2.3%

1,717

2.7%

Oth er

2,898

4.7%

2,423

3.7%

TOTALS

$61,193

100.0%

$64,498

100.0%

Source: Po rt o f San Francisco Audited Financial Statements.

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 City’s Planning Commission, the Board of
Supervisors, and the San Francisco Bay Conservation and Development Commission to align waterfront
policies. 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, a professional baseball team; a maritime office development on
Pier 1; a renovation of the Port’s Ferry Building; the Downtown Ferry Terminal project; a historic
rehabilitation of Piers 1½, 3, and 5; Rincon Park, a two-acre park and public open space located along the
Embarcadero Promenade; and a restaurant development located at the south end of Rincon Park.
Major development projects currently in negotiation and/or construction include a mixed use recreation
and historic preservation project at Piers 27-31, and the development of an interactive science museum at
Piers 15/17.
The Port is also in the final stages of constructing a $27 million inter-modal bridge to provide direct rail
and truck connections between Piers 80 and 94-96 along the Illinois 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.
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The following development projects are in various stages of planning; i) a new cruise terminal
development, ii) a new waterfront park known as Brannan Street Wharf, and iii) a 14 acre mixed-use
development area located at Pier 70 in the Southern Waterfront.
Education
Elementary and secondary public education is provided in the City by the San Francisco Unified School
District (the “SFUSD”). The SFUSD has a board of seven members who are elected Citywide. Schools
within the SFUSD are 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
education program and 28 State-funded preschool sites. The SFUSD currently sponsors 10 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 University
are 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 Area 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 curricula leading to bachelors, masters and doctoral degrees, and are known
worldwide for their contributions to higher education.
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APPENDIX C
COMPREHENSIVE ANNUAL FINANCIAL REPORT
OF THE CITY AND COUNTY OF SAN FRANCISCO
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

The Comprehensive Annual Financial Report may be viewed online or downloaded from the City Controller’s website at
http://www.sfgov.org/controller
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309,095
751,034
516,321
290,547
194,653
67,948
94,060
3,085,347
527,564
(451,171)
76,393
1,794,618
$ 1,871,011

342,411

848,195
567,410
347,433
250,295
80,887

97,694
3,554,782

191,386

(477,341)
(285,955)
1,871,011

Special items..........................................
Transfers................................................
Change in net assets.............................
Net assets at beginning of year..........................

Net assets at end of year.................................... $ 1,585,056

$ 4,848,349

(41,026)
477,341
137,085
4,711,264

(299,230)

651,581
830,411
67,495
252,802
109,436
812,399
182,712
1,052
2,907,888

-

-

-

$ 4,711,264

17,386
451,171
298,831
4,412,433

(169,726)

624,832
726,053
61,937
236,824
95,020
714,349
168,954
1,061
2,629,030

-

-

-

2,459,304

85,692
218,184

$ 1,822,047
183,301
150,080

$ 6,433,405

(41,026)
(148,870)
6,582,275

(107,844)

97,694
651,581
830,411
67,495
252,802
109,436
812,399
182,712
1,052
6,462,670

848,195
567,410
347,433
250,295
80,887

342,411

1,020,457

6,354,826

1,189,511
396,025
652,971
125,146
259,183

2007

$ 6,582,275

17,386
375,224
6,207,051

357,838

94,060
624,832
726,053
61,937
236,824
95,020
714,349
168,954
1,061
5,714,377

751,034
516,321
290,547
194,653
67,948

309,095

861,689

6,072,215

1,126,992
337,592
668,824
171,925
251,230

$ 2,204,536
1,110,557
200,559

Total

$ 2,435,586
1,107,814
188,590

2008
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The City’s governmental-type activities realized overall a 3.69 percent growth in total revenues with
the more significant growth in revenues from property taxes, business taxes and charges for services
offsetting declines from other sources. The City’s governmental-type expenses also increased 15.2
percent this fiscal year. As noted above, an important component of this increase is the City’s
recognition this year of other postemployment benefit expense. In addition, growth in demand for the
governmental services, personnel, labor and administrative costs was seen across functions. A

The City’s total net assets decreased by a total of $148.9 million during fiscal year 2007-2008. The
business-type activities realized net asset growth of $137.1 million while the City’s governmentalactivities reported a decrease of $286.0 million. Six of the City’s enterprises, including Laguna Honda
Hospital, Water, Wastewater and MTA reported a combined total increase of $173.1 million which
was offset by decreases totaling $36.0 million at the other business-type activities.

Analysis of Changes in Net Assets

861,689

2,608,658

67,217
233,244

1,126,992
337,592
668,824
86,233
33,046
3,612,911

$ 1,973,961
181,725
152,511

Business-type
activities
2007

2008

382,489
927,256
50,479

1,020,457

3,746,168

$

Expenses
Public protection............................................
Public works, transportation
and commerce.......................................
Human welfare and
neighborhood development...................
Community health..........................................
Culture and recreation...................................
General administration and finance...............
General City responsibilities..........................
Unallocated Interest on long-term
debt........................................................
Airport............................................................
Transportation................................................
Port.................................................................
Water..............................................................
Power.............................................................
Hospitals........................................................
Sewer............................................................…
Market............................................................
Total expenses.......................................
Increase/(decrease) in net assets
before special items and transfers........

Total revenues.......................................

Revenues
Program revenues:
Charges for services...................................... $ 461,625
926,089
Operating grants and contributions...............
36,079
Capital grants and contributions....................
General revenues:
1,189,511
Property taxes................................................
396,025
Business taxes...............................................
652,971
Other local taxes............................................
Interest and investment income.....................
57,929
25,939
Other..............................................................

2008

Governmental
activities
2007

Changes in Net Assets
Year Ended June 30, 2008 (in thousands)

H uman welfare C omm unity health
Public work s,
transportation and and neighborhood
development
commerc e

C ulture and
recreation

General
adm inis tration and
finance

General C ity
res ponsibilities

B u s in es s ta x es
1 0. 6 %

Pr op e rty ta x e s
31 .8 %

O the r lo c a l tax e s
17 .4%

Interest on longterm debt

O p er at i ng gr an t s
a n d c o nt r ib utio ns
24 . 7%

C h a rg es f o r
s e rv ic e s
1 2. 3 %

C a p ital g ra n ts a n d
c on t rib u ti on s
1. 0 %

I n ter es t a nd
in v e s tm e nt in c om e
O th er
1. 4 %
0 .7%

R e v e nu e s B y S o u rc e - G o v e rn m e n ta l A c t iv i ti e s

Public protection

Program Revenues

Expenses

Expenses and Program Revenues - Governmental Activities
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Revenues from property taxes grew $62.5 million or 5.6 percent this year. This was primarily due to a
8.5 percent growth in assessed valuation in fiscal year 2007-2008 compared to fiscal year 2006-2007.

Overall, total revenues from governmental activities were $3.75 billion, a $133.3 million or 3.7 percent
increase over the prior year. For the same period, expenses totaled $3.55 billion before transfers of
$477.3 million, resulting in a total net asset decrease of $286.0 million by June 30, 2008.

Governmental activities.
Governmental activities decreased the City’s total net assets by
approximately $286 million. Key factors contributing to this year’s change are discussed below.
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discussion of these and other changes is presented in the governmental activities and business-type
activities sections that follow.

(In Millions)
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The increase in total governmental expenses of $469.4 million included an estimated $164.8 million
related to other postemployment benefit expenses. The City recorded this liability for the first time in
fiscal year 2007-2008 to be in compliance with GASB Statement Number 45 which requires
recognition of these liabilities. The remaining increase of $304.6 million represents continued growth
in demand for the government’s services and the cost of living increase in the San Francisco Bay
Area. Major components include $74.0 million increases in police, fire and sheriff staffing levels and
labor costs; an additional $44.9 million in the human welfare and neighborhood services functions
due to growth in medical and professional service contracts and a rise in labor and other
administrative expenses; an $11.0 million increase in cultural and recreational program expenses; an

Net transfers to business-type activities were $477.3 million, a 5.8 percent or $26.2 million increase
over the prior fiscal year. This includes an additional $25.4 million to Laguna Honda Hospital, and
$4.8 million to San Francisco General Hospital associated with increased General Fund support; and
a net decrease of $11.2 million to MTA largely due to reduced capital and operation transfers from the
San Francisco County Transportation Authority. In addition, the Airport’s net transfers increased by
$2.5 and in the prior fiscal year (2006-2007) there was a one-time $9.8 million net transfer from Water
to governmental activities for a land sale. There was no such transfer in the current year.

Revenues from capital grants and contributions totaled $36.1 million this year compared to $50.5
million last year. This $14.4 million, 28.5 percent decrease was due largely to a $21.1 million decline
in state grants for streets, roads and park projects offset in part by $2.6 million increase in earthquake
safety grants and $3.9 million for library capital program.

Interest and investment income revenue was down by $28.3 million, 32.8 percent, due to decline in
interest rates on the City’s pooled investments from an average of 5.2 to 4.3 percent and lower daily
cash balances during the fiscal year. In general, these returns reflect the City’s concentration of
investments in Treasury Bills and Notes and other short-term investments combined with the interest
rate cuts made by the Federal Reserve. The Federal Funds rate was cut seven times during fiscal
year 2007-2008, from 5.25 to 2.00 percent. At the end of the fiscal year, deposits and investments for
governmental activities with the City Treasury were $1.16 billion, a 13.9 percent decrease over the
prior year.

Total charges for services revenues reported significant increases this year, rising $79.1 million, or
20.7 percent. The City’s development impact fees contributed $43.5 million or 55.0 percent to this
growth due to an increase in construction of residential and commercial properties. Another $6.7
million was due to improved estimates of uncollectible ambulance billings. The remaining $28.9
million reflects growth in a range of governmental fee-based services including building permits,
safety charges, inspection fees and others.

Total revenues from hotel, sales, parking and utility users taxes totaled approximately $566.8 million,
a $41.9 million increase over the prior year. Of this, hotel tax revenue rose $24.8 million or 12.8
percent due primarily to an increase in hotel occupancy rates and a robust 8.7 percent average daily
room rate increase. Sales taxes rose 3.3 percent or $6.2 million and parking taxes improved by $2.5
million, or 3.9 percent. In addition, an $8.2 million increase in utility users tax stemmed from increases
in natural gas prices and electricity rates, and growth in cellular phone use. During this same period,
property transfer tax totaled $86.2 million, a decline of $57.8 million or 40.1 percent in real property
transfer tax, a historically volatile revenue stream. This decrease was due to fewer large dollar
commercial property sales as compared to the prior year when the City saw an unusual spike in those
sales.

Business tax revenues also grew this year, realizing a $58.4 million or 17.3 percent increase. Of this,
$11.7 million was due to increased collections of previously unidentified payroll taxes stemming from
operational improvements in that function. The remaining increase, $46.7 million was related to
moderate employment and wage growth in the sectors paying this tax. Notably, job growth in the
professional and business services sectors was 4.5 percent in calendar 2007 compared to 2.3
percent overall.
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The charts on the previous page illustrate expenses and program revenues by functional area, and all
revenues by source. As seen, public protection is the largest function (28.7 percent), followed by
human welfare and neighborhood development (23.9 percent), community health (16.0 percent),
General revenues are not shown by program or function because they are used to support activities
citywide. The distribution of these revenues shows property tax (31.8 percent) as the single largest
funding source, followed by operating grants and contributions (24.7 percent), other local taxes (17.4
percent), charges for services (12.3 percent), and business taxes (10.6 percent). This relative
ranking is equivalent to the prior fiscal year and the actual percentage distributions showed only small
differences. The largest change, for example, was in charges for services which accounted for 10.6
percent of funds last year compared to 12.3 percent this year.

$11.6 million increase is related to an increased number of elections this year and new voting system
expenses. In addition, $26.4 million represents an increase of the City’ Public Education Enrichment
Fund expenses. This fund was established after San Francisco voters approved Proposition H in
2004, a local measure which increased the City’s funding for certain public school programs for
eleven years.
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CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF THE TREASURER & TAX COLLECTOR
INVESTMENT POLICY
As of October 2008
1.0 Policy:
It is the policy of the Office of the Treasurer & Tax Collector of the City and County of
San Francisco (Treasurer’s Office) to invest public funds in a manner which will preserve
capital, meet the daily cash flow demands of the City, and provide investment return
while conforming to all state and local statutes governing the investment of public funds.
2.0 Scope:
This investment policy applies to all investments that the Treasurer’s Office manages.
3.0 Prudence:
Investments shall be made with judgment and care—under circumstances then
prevailing— which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income to be derived.
The standard of prudence to be used by investment officials shall be the “prudent person”
and/or “prudent investor” standard and shall be applied in the context of managing an
overall portfolio. Investment officers acting in accordance with state and local law and
the investment policy and exercising due diligence shall be relieved of personal
responsibility for an individual security’s credit risk or market price changes, provided
deviations from expectations are reported in a timely fashion and appropriate action is
taken to control adverse developments.
4.0 Objective:
The primary objectives, in priority order, of the Treasurer’s Office’s investment activities
shall be:
4.1 Safety: Safety of principal is the foremost objective of the investment program.
Investments of the Treasurer’s Office shall be undertaken in a manner that seeks to
ensure the preservation of capital in the overall portfolio. To attain this objective, the
Treasurer’s Office will diversify its investments by investing funds among a variety of
securities offering independent returns and financial institutions.
4.2 Liquidity: The Treasurer’s Office investment portfolio will remain sufficiently liquid
to enable the Treasurer’s Office to meet all operating requirements which might be
reasonably anticipated.
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4.3 Return on Investments: The Treasurer’s Office investment portfolio shall be designed
with the objective of generating a favorable rate of return in investments without undue
compromise of the first two objectives.
5.0 Delegation of Authority:
The Treasurer of the City and County of San Francisco (Treasurer) is authorized by
Charter Section 6.106 to invest funds available under California Government Code Title
5, Division 2, Part 1, Chapter 4, Article 1.
Any modification made by the Treasurer to this Investment Policy shall be ratified by the
County Treasury Oversight Committee within five working days to stay in effect.
6.0 Authorized Broker/Dealer Firms:
All broker/dealer firms must be (a) Primary Government Securities Dealers or top-ten
largest in U.S. dollars banking underwriters of U.S. agencies (according to Bloomberg
Underwriter Rankings, or a similar ratings service), or (b) operating at least one office in
San Francisco and approved by the Treasurer based on the capitalization, tenure,
profitability, reputation, and expertise of the company involved. All broker/dealer firms
must review and abide by this Investment Policy.
The Treasurer’s Office will not do business with a firm which has, within any
consecutive 48-month period following January 1, 1996, made a political contribution in
an amount exceeding the limitations contained in Rule G-37 of the Municipal Securities
Rulemaking Board, to the Treasurer, any member of the Board of Supervisors, or any
candidate for those offices.
Annually, each firm will be sent a copy of this Policy and a list of those persons
authorized to execute investment transactions. Each firm must acknowledge receipt of
such materials and compliance with this Policy to qualify as an Authorized Dealer.
Each firm authorized to do business with the Treasurer’s Office shall, at least annually,
supply the Treasurer with financial statements.
7.0 Authorized & Suitable Investments:
Investments will be made pursuant to the California Government Code (including Section
53601 et seq.) and this investment policy to ensure sufficient liquidity to meet all
anticipated disbursements.
Unless otherwise noted, the maximum maturity from the trade settlement date can be no
longer than five years.
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Types of investment vehicles not authorized by this investment policy are prohibited.
The following policy shall govern unless a variance is specifically authorized by the
Treasurer and ratified by the Treasury Oversight Committee pursuant to Section 5.0.
7.1 Public Time Deposits (Term Certificates Of Deposit):
Deposits will be made only in approved financial institutions having at least one full
service branch office within the geographical boundaries of the City and County of San
Francisco.
All said deposits shall be negotiated to yield a minimum of .125% higher than equal
maturity Treasuries, except in special circumstances specifically authorized by the
Treasurer.
Deposits will be insured by the Federal Deposit Insurance Corporation (FDIC) up to the
current deposit insurance limit. (See glossary definition for terms of insurance).
Deposits in excess of the FDIC limit will be fully collateralized with 110% of the type of
collateral authorized in California Government Code, Section 53651 (a) through (i). All
Public Time Deposits will have a maximum maturity of one year with interest disbursed
quarterly.
The Treasurer’s Office will not use money broker deposits.
Commercial bank deposits will also be made on a competitive basis with risk exposure
based on financial statements and related information gathered on each individual bank.
7.2 Public Demand Accounts:
The Treasurer’s Office will accept the following collateralization:
Collateral of Eligible Securities, per California Government Code Section 53651(a)
through (i), with a market value that is equal to or exceeds 110% of the daily ledger
balance.
7.3 Negotiable Certificates Of Deposit:
Negotiable Certificates of Deposit shall be limited to the five largest domestic
commercial banks that have demonstrated profitability in their most recent audited
financial statements at the time of purchase. The portfolio may hold up to but not more
than 30% in these instruments.
7.4 Securities and Money Market Instruments:
All securities shall be purchased and sold in a competitive environment.
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7.5 U.S. Treasury Instruments:
Debt obligations of the U.S. Government sold by the Treasury Department in the forms
of bills, notes and bonds. Bills are short-term obligations that mature in one year or less
and are sold at a discount. Notes are fixed-interest instruments that may or may not pay a
coupon and mature between 1 and 10 years. Bonds are fixed-interest instruments that
may or may not pay a coupon and at time of issuance mature in more than 10 years.
Maximum Maturity
Maximum Par Value
Maximum % of Portfolio

5 Years
N/A
100%

7.6.0 Federal Agencies
Investments in U.S. Federal Agencies are appropriate in the following entities listed in
Section 7.6. Up to 60% of the portfolio in market value may be held U.S. Agencies
instruments subject to the following constraints, regardless of receivership status.
7.6.1 U.S. Agencies under U.S. Government Receivership
Constraints at time of purchase (par value)
Acronym
FANNIE MAE
FREDDIE MAC

Name
Max % of Portfolio
Federal National Mortgage Association
30
Federal Home Loan Mortgage Corporation
30

7.6.2 U.S. Agencies not under U.S. Government Receivership
Investments in these Agency Securities shall not have a weighted average maturity in
excess of 270 days. If the weighted average maturity exceeds 270 days then the total
investments of these securities shall be restricted to 30% of the total par amount of the
portfolio.
Constraints at time of purchase (par value)
Acronym
F.H.L.B.
F.F.C.B.
Farmer Mac
RTC
TVA

Name
Max % of Portfolio
Federal Home Loan Bank
30
Federal Farm Credit Bank
30
Federal Agricultural Mortgage Association
10
Resolution Trust Funding Corporation
5
Tennessee Valley Authority
10
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7.7 Commercial Paper:
The Treasurer’s Office shall purchase only domestic Commercial Paper with maturities
not to exceed 270 days. Issuer must be rated A-1 or P-1, without regard to plusses or
minuses, or the equivalent rating then in place, by at least one of the national rating
agencies (Moody’s Investors Service, Standard & Poor’s Ratings Services or Fitch
Ratings). The maximum allowable investment in Commercial Paper is 25% at time of
purchase.
7.8 Bankers Acceptances:
Purchases of Bankers Acceptances shall be limited to 40% of the portfolio (at the time of
purchase).
7.9 Repurchase Agreements:
The Treasurer’s Office shall selectively utilize this investment vehicle with terms not to
exceed 30 days, secured solely by government securities and said collateral will be
delivered to a third party, so that recognition of ownership of the City and County of San
Francisco is perfected.
7.10 Reverse Repurchase Agreements:
This procedure shall be limited to occasions when the cost effectiveness dictates
execution, specifically to satisfy cash flow needs or when the collateral will secure a
special rate. A reverse repurchase agreement shall not exceed 45 days; the amount of the
agreement shall not exceed $75MM; and the offsetting purchase shall have a maturity not
to exceed the term of the repo.
7.11 Financial Futures or Options Contracts:
These investment vehicles shall not be used unless specifically authorized in writing by
amendment of these policies.
7.12 Medium Term Notes:
Not considered a prudent investment vehicle for this portfolio at this time.
7.13 Notes, Bonds or Other Obligations Secured by Valid First Priority Security Interest:
Not considered prudent investment vehicles for this portfolio at this time.
7.14 Investments In State and Local Government Agencies:
The Treasurer’s Office may selectively purchase bonds, notes, warrants, or other
evidences of indebtedness of any local agency within California, including bonds payable
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solely out of the revenues from a revenue-producing property owned, controlled, or
operated by the local agency, or by a department, board, agency, or authority of the local
agency.
Appropriate investments also include bonds of any of the 50 United States, including
bonds payable solely out of the revenues from a revenue-producing property owned,
controlled, or operated by a state or by a state department, board, agency, or local
authority.
These instruments may comprise 20% or less of the portfolio at the time of purchase.
7.15 Local Agency Investment Fund (LAIF)
Investments in LAIF, a California state investment fund available to California
municipalities, are authorized.
8.0 Interest and Expense Allocations:
The costs of managing the investment portfolio, including but not limited to: investment
management; accounting for the investment activity; custody of the assets, managing and
accounting for the banking; receiving and remitting deposits; oversight controls; and
indirect and overhead expenses are charged to the investment earnings based upon actual
labor hours worked in respective areas. Costs of these respective areas are accumulated
and charged to the Pooled Investment Fund on a quarterly basis, with the exception of
San Francisco International Airport costs which are charged directly through a work
order.
The San Francisco Controller allocates the net interest earnings of the Pooled Investment
Fund. The earnings are allocated monthly based on average balances.
9.0 Safekeeping and Custody:
All security transactions, including collateral for repurchase agreements, entered into by
the Treasurer’s Office shall be conducted on a delivery-versus-payment (DVP) basis
pursuant to approved custodial safekeeping agreements. Securities will be held by a third
party custodian designated by the Treasurer and evidenced by safekeeping receipts.
10.0 Deposit and Withdrawal of Funds:
California Government Code Section 53684 et seq. provides criteria for outside local
agencies, where the Treasurer does not serve as the agency’s treasurer, to invest in the
County’s Pooled Investment Fund, subject to the consent of the Treasurer. Currently, no
government agency outside the geographical boundaries of the City and County of San
Francisco shall have money invested in City pooled funds.
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The Treasurer will honor all requests to withdraw funds for normal cash flow purposes
that are approved by the San Francisco Controller. Any requests to withdraw funds for
purposes other than cash flow, such as for external investing, shall be subject to the
consent of the Treasurer. In accordance with California Government Code Sections
27136 et seq. and 27133(h) et seq., such requests for withdrawals must first be made in
writing to the Treasurer. These requests are subject to the Treasurer’s consideration of
the stability and predictability of the Pooled Investment Fund, or the adverse effect on the
interests of the other depositors in the Pooled Investment Fund. Any withdrawal for such
purposes shall be at the value shown on the Controller’s books as of the date of
withdrawal.
11.0 Limits on Receipt of Honoraria, Gifts and Gratuities:
In accordance with California Government Code Section 27133(d) et seq., this
Investment Policy hereby establishes limits for the Treasurer, individuals responsible for
management of the portfolios, and members of the Treasury Oversight Committee on the
receipt of honoraria, gifts and gratuities from advisors, brokers, dealers, bankers or others
persons with whom the Treasurer conducts business. Any individual who receives an
aggregate total of gifts, honoraria and gratuities in excess of those limits must report the
gifts, dates and firms to the Treasurer and complete the appropriate State disclosure.
These limits may be in addition to the limits set by a committee member’s own agency,
by state law, or by the California Fair Political Practices Commission.
Members of the Treasury Oversight Committee also must abide by the Treasurer’s Office
Statement of Incompatible Activities.
12.0 Reporting:
In accordance with the provisions of California Government Code Section 53646, which
requires quarterly reports, a monthly report on the status of the investment portfolio will
be submitted to the Board of Supervisors, Controller and Mayor. The report will include
investment types, issuer, maturity, par value, and dollar amount invested; market value as
of the date of the report and the source of the valuation; a citation of compliance with the
investment policy or an explanation for non-compliance; and a statement of the ability or
inability to meet expenditure requirements for six months, as well as an explanation of
why moneys will not be available if that is the case.
13.0 Social Responsibility:
In addition to and subordinate to the objectives set forth in Section 4.0 herein, investment
of funds should be guided by the following socially responsible investment goals when
investing in corporate securities and depository institutions. Investments shall be made in
compliance with the forgoing socially responsible investment goals to the extent that such
investments achieve substantially equivalent safety, liquidity and yield compared to
investments permitted by state law.
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13.1 Social and Environmental Concerns:
Investments are encouraged in entities that support community well-being through safe
and environmentally sound practices and fair labor practices. Investments are
encouraged in entities that support equality of rights regardless of sex, race, age,
disability or sexual orientation. Investments are discouraged in entities that manufacture
tobacco products, firearms, or nuclear weapons. In addition, investments are encouraged
in entities that offer banking products to serve all members of the local community, and
investments are discouraged in entities that finance high-cost check-cashing and deferred
deposit (payday-lending) businesses.
Prior to making investments, the Treasurer’s Office will verify an entity’s support of the
socially responsible goals listed above through direct contact or through the use of a third
party such as the Investors Responsibility Research Center, or a similar ratings service.
The entity will be evaluated at the time of purchase of the securities.
13.2 Community Investments:
Investments are encouraged in entities that promote community economic development.
Investments are encouraged in entities that have a demonstrated involvement in the
development or rehabilitation of low-income affordable housing.
Securities investments are encouraged in financial institutions that have a Community
Reinvestment Act (CRA) rating of either Satisfactory or Outstanding, as well as financial
institutions that are designated as a Community Development Financial Institution
(CDFI) by the United States Treasury Department, or otherwise demonstrate commitment
to community economic development.
13.3 City Ordinances:
All depository institutions are to be advised of applicable city contracting ordinances, and
shall certify their compliance therewith, if required.
14.0 Treasury Oversight Committee:
A Treasury Oversight Committee was established by the San Francisco Board of
Supervisors in Ordinance No. 316-00.
The duties of the Committee shall be the following:
(a)
Review and monitor the investment policy described in California
Government Code Section 27133 and prepared annually by the Treasurer.
(b)
Cause an annual audit to be conducted to determine the Treasurer’s
compliance with California Government Code Article 6 including Sections 27130
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through 27137 and City Administrative Code Section 10.80-1. The audit may examine
the structure of the investment portfolio and risk. This audit may be a part of the County
Controller’s usual audit of the Treasurer’s Office by internal audit staff or the outside
audit firm reviewing the Controller’s Annual Report.
(c)
Nothing herein shall be construed to allow the Committee to direct individual
decisions, select individual investment advisors, brokers, or dealers, or impinge on the
day-to-day operations of the Treasurer. (See California Government Code Section
27137.)
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APPENDIX I
Glossary
AGENCIES: Federal agency securities and/or Government-sponsored enterprises.
ASKED: The price at which securities are offered.
BANKERS’ ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or
trust company. The accepting institution guarantees payment of the bill, as well as the
issuer.
BENCHMARK: A comparative base for measuring the performance or risk tolerance of
the investment portfolio. A benchmark should represent a close correlation to the level of
risk and the average duration of the portfolio’s investments.
BID: The price offered by a buyer of securities. (When you are selling securities, you ask
for a bid.) See Offer.
BROKER: A broker brings buyers and sellers together for a commission.
CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced
by a Certificate. Large-denomination CD’s are typically negotiable.
COLLATERAL: Securities, evidence of deposit or other property, which a borrower
pledges to secure repayment of a loan. Also refers to securities pledged by a bank to
secure deposits of public monies.
COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR): The CAFR is the
City’s official annual financial report. It consists of three major sections: introductory,
financial, and statistical. The introductory section furnishes general information on the
City’s structure, services, and environment. The financial section contains all basic
financial statements and required supplementary information, as well as information on
all individual funds and discretely presented component units not reported separately in
the basic financial statements. The financial section may also include supplementary
information not required by GAAP. The statistical section provides trend data and
nonfinancial data useful in interpreting the basic financial statements and is especially
important for evaluating economic condition.
COUPON: (a) The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond’s face value. (b) A certificate attached to a bond evidencing
interest due on a payment date.
DEALER: A dealer, as opposed to a broker, acts as a principal in all transactions, buying
and selling for his own account.
DEBENTURE: A bond secured only by the general credit of the issuer.
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DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities:
delivery versus payment and delivery versus receipt. Delivery versus payment is delivery
of securities with an exchange of money for the securities. Delivery versus receipt is
delivery of securities with an exchange of a signed receipt for the securities.
DEPOSITORY INSTITUTIONS: These institutions hold city moneys in the forms of
certificates of deposit (negotiable or term), public time deposits and public demand
accounts.
DERIVATIVES: (1) Financial instruments whose return profile is linked to, or derived
from, the movement of one or more underlying index or security, and may include a
leveraging factor, or (2) financial contracts based upon notional amounts whose value is
derived from an underlying index or security (interest rates, foreign exchange rates,
equities or commodities).
DISCOUNT: The difference between the cost price of a security and its maturity when
quoted at lower than face value. A security selling below original offering price shortly
after sale also is considered to be at a discount.
DISCOUNT SECURITIES: Non-interest bearing money market instruments that are
issued a discount and redeemed at maturity for full face value, e.g., U.S. Treasury Bills.
DIVERSIFICATION: Dividing investment funds among a variety of securities offering
independent returns.
FDIC DEPOSIT INSURANCE COVERAGE (10/08/2008): The FDIC is an
independent agency of the United States government that protects against the loss of
insured deposits if an FDIC-insured bank or savings association fails. Deposit insurance
is backed by the full faith and credit of the United States government. Since the FDIC
was established, no depositor has ever lost a single penny of FDIC-insured funds.
FDIC insurance covers funds in deposit accounts, including checking and savings
accounts, money market deposit accounts and certificates of deposit (CDs). FDIC
insurance does not, however, cover other financial products and services that insured
banks may offer, such as stocks, bonds, mutual fund shares, life insurance policies,
annuities or municipal securities.
There is no need for depositors to apply for FDIC insurance or even to request it.
Coverage is automatic.
To ensure funds are fully protected, depositors should understand their deposit insurance
coverage limits. The FDIC provides separate insurance coverage for deposits held in
different ownership categories such as single accounts, joint accounts, Individual
Retirement Accounts (IRAs) and trust accounts.
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Basic FDIC Deposit Insurance Coverage Limits*
Single Accounts (owned by one person) $250,000 per owner**
Joint Accounts (two or more persons) $250,000 per co-owner**
IRAs and certain other retirement accounts $250,000 per owner
Trust Accounts $250,000 per owner per beneficiary subject to specific limitations and
requirements**
* These deposit insurance coverage limits refer to the total of all deposits that an
accountholder (or accountholders) has at each FDIC-insured bank. The listing above
shows only the most common ownership categories that apply to individual and family
deposits, and assumes that all FDIC requirements are met.
** The legislation authorizing the increase in deposit insurance coverage limits makes the
change effective October 3, 2008, through December 31, 2009.
FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply
credit to various classes of institutions and individuals, e.g., S&L’s, small business firms,
students, farmers, farm cooperatives, and exporters.
FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that
insures bank deposits, currently up to $250,000 per deposit.
FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate
is currently pegged by the Federal Reserve through open-market operations.
FEDERAL HOME LOAN BANKS (FHLB): Government sponsored wholesale banks
(currently 12 regional banks), which lend funds and provide correspondent banking
services to member commercial banks, thrift institutions, credit unions and insurance
companies. The mission of the FHLBs is to liquefy the housing related assets of its
members who must purchase stock in their district Bank.
FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA
was chartered under the Federal National Mortgage Association Act in 1938. FNMA is a
federal corporation working under the auspices of the Department of Housing and Urban
Development (HUD). It is the largest single provider of residential mortgage funds in the
United States. Fannie Mae, as the corporation is called, is a private stockholder-owned
corporation. The corporation’s purchases include a variety of adjustable mortgages and
second loans, in addition to fixed-rate mortgages. FNMA’s securities are also highly
liquid and are widely accepted. FNMA assumes and guarantees that all security holders
will receive timely payment of principal and interest.
FEDERAL HOME LOAN MORTGAGE CORPORATION (FHLMC): Freddie Mac's
mission is to provide liquidity, stability and affordability to the housing market.
Congress defined this mission in (their) 1970 charter. Freddie Mac buys mortgage loans
from banks, thrifts and other financial intermediaries, and re-sells these loans to
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investors, or keeps them for their own portfolio, profiting from the difference between
their funding costs and the yield generated by the mortgages.
FEDERAL OPEN MARKET COMMITTEE (FOMC): Consists of seven members of the
Federal Reserve Board and five of the twelve Federal Reserve Bank Presidents. The
President of the New York Federal Reserve Bank is a permanent member, while the other
Presidents serve on a rotating basis. The Committee periodically meets to set Federal
Reserve guidelines regarding purchases and sales of Government Securities in the open
market as a means of influencing the volume of bank credit and money.
FEDERAL RESERVE SYSTEM: The central bank of the United States created by
Congress and consisting of a seven member Board of Governors in Washington, D.C., 12
regional banks and about 5,700 commercial banks that are members of the system.
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae):
Securities influencing the volume of bank credit guaranteed by GNMA and issued by
mortgage bankers, commercial banks, savings and loan associations, and other
institutions. Security holder is protected by full faith and credit of the U.S. Government.
Ginnie Mae securities are backed by the FHA, VA or FmHA mortgages. The term “passthroughs” is often used to describe Ginnie Maes.
LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash
without a substantial loss of value. In the money market, a security is said to be liquid if
the spread between bid and asked prices is narrow and reasonable size can be done at
those quotes.
LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds
from political subdivisions that are placed in the custody of the State Treasurer for
investment and reinvestment.
MARKET VALUE: The price at which a security is trading and could presumably be
purchased or sold.
MASTER REPURCHASE AGREEMENT: A written contract covering all future
transactions between the parties to repurchase—reverse repurchase agreements that
establishes each party’s rights in the transactions. A master agreement will often specify,
among other things, the right of the buyer-lender to liquidate the underlying securities in
the event of default by the seller borrower.
MATURITY: The date upon which the principal or stated value of an investment
becomes due and payable.
MONEY MARKET: The market in which short-term debt instruments (bills, commercial
paper, bankers’ acceptances, etc.) are issued and traded.
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OFFER: The price asked by a seller of securities. (When you are buying securities, you
ask for an offer.) See Asked and Bid.
OPEN MARKET OPERATIONS: Purchases and sales of government and certain other
securities in the open market by the New York Federal Reserve Bank as directed by the
FOMC in order to influence the volume of money and credit in the economy. Purchases
inject reserves into the bank system and stimulate growth of money and credit; sales have
the opposite effect. Open market operations are the Federal Reserve’s most important and
most flexible monetary policy tool.
PAR VALUE: The principal amount of a bond returned by the maturity date.
PORTFOLIO: Collection of securities held by an investor.
PRIMARY DEALER: A group of government securities dealers who submit daily
reports of market activity and positions and monthly financial statements to the Federal
Reserve Bank of New York and are subject to its informal oversight. Primary dealers
include Securities and Exchange Commission (SEC)-registered securities broker-dealers,
banks, and a few unregulated firms.
PRUDENT PERSON RULE: An investment standard. In some states the law requires
that a fiduciary, such as a trustee, may invest money only in a list of securities selected by
the custody state—the so-called legal list. In other states the trustee may invest in a
security if it is one which would be bought by a prudent person of discretion and
intelligence who is seeking a reasonable income and preservation of capital.
PUBLIC TIME DEPOSITS (Term Certificates Of Deposit): Time deposits are issued by
depository institutions against funds deposited for a specified length of time. Time
deposits include instruments such as deposit notes. They are distinct from certificates of
deposit (CDs) in that interest payments on time deposits are calculated in a manner
similar to that of corporate bonds whereas interest payments on CDs are calculated
similar to that of money market instruments.
QUALIFIED PUBLIC DEPOSITORIES: A financial institution which does not claim
exemption from the payment of any sales or compensating use or ad valorem taxes under
the laws of this state, which has segregated for the benefit of the commission eligible
collateral having a value of not less than its maximum liability and which has been
approved by the Public Deposit Protection Commission to hold public deposits.
RATE OF RETURN: The yield obtainable on a security based on its purchase price or its
current market price. This may be the amortized yield to maturity on a bond the current
income return.
REPURCHASE AGREEMENT (RP OR REPO): A holder of securities sells these
securities to an investor with an agreement to repurchase them at a fixed price on a fixed
date. The security “buyer” in effect lends the “seller” money for the period of the

Page 14

agreement, and the terms of the agreement are structured to compensate him for this.
Dealers use RP extensively to finance their positions. Exception: When the Fed is said to
be doing RP, it is lending money that is, increasing bank reserves.
SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities
and valuables of all types and descriptions are held in the bank’s vaults for protection.
SECONDARY MARKET: A market made for the purchase and sale of outstanding
issues following the initial distribution.
SECURITIES & EXCHANGE COMMISSION: Agency created by Congress to protect
investors in securities transactions by administering securities legislation.
SEC RULE 15C3-1: See Uniform Net Capital Rule.
STRUCTURED NOTES: Notes issued by Government Sponsored Enterprises (FHLB,
FNMA, SLMA, etc.) and Corporations, which have imbedded options (e.g., call features,
step-up coupons, floating rate coupons, derivative-based returns) into their debt structure.
Their market performance is impacted by the fluctuation of interest rates, the volatility of
the imbedded options and shifts in the shape of the yield curve.
TREASURY BILLS: A non-interest bearing discount security issued by the U.S.
Treasury to finance the national debt. Most bills are issued to mature in three months, six
months, or one year.
TREASURY BONDS: Long-term coupon-bearing U.S. Treasury securities issued as
direct obligations of the U.S. Government and having initial maturities of more than 10
years.
TREASURY NOTES: Medium-term coupon-bearing U.S. Treasury securities issued as
direct obligations of the U.S. Government and having initial maturities from two to 10
years.
UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement
that member firms as well as nonmember broker-dealers in securities maintain a
maximum ratio of indebtedness to liquid capital of 15 to 1; also called net capital rule and
net capital ratio. Indebtedness covers all money owed to a firm, including margin loans
and commitments to purchase securities, one reason new public issues are spread among
members of underwriting syndicates. Liquid capital includes cash and assets easily
converted into cash.
YIELD: The rate of annual income return on an investment, expressed as a percentage.
(a) INCOME YIELD is obtained by dividing the current dollar income by the current
market price for the security. (b) NET YIELD or YIELD TO MATURITY is the current
income yield minus any premium above par or plus any discount from par in purchase
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price, with the adjustment spread over the period from the date of purchase to the date of
maturity of the bond.

Page 16

APPENDIX II
Table of Authorized Investments
The following table is for reference purposes only, and where any provision herein
conflicts with any provision of the Investment Policy, the Investment Policy controls.

#

Investment Set

1

Bank & Thrift

2

Bank & Thrift

3

Bank & Thrift

4
5
6
7
8
9
10
11
12
13

Securities and MM Instruments
Treasury
U.S Agencies
U.S Agencies
U.S Agencies
U.S Agencies
U.S Agencies
U.S Agencies
U.S Agencies
U.S Agencies

14

Commercial Paper

15
16
17

Commercial Paper
Bankers' Acceptances
Repo

18
19

Repo
Corporate

20

Valid First Priority Security Interest

21

State and localities in California,
and U.S. state agencies
State of California

22

Investment
Policy
Location Investment Type
Public Time Deposits (Term
Certificates Of Deposit) /
7.1 FDIC, Collateralized
Public Demand Deposits/
7.2 FDIC, Collateralized
Negotiable Certificates of
Deposit / not
7.3 FDIC/Collateralized
Securities and MM
7.4 Instruments
7.5 US Treasury, Fixed Rates
7.60 All US Agencies*
7.61 FHLMC
7.61 FNMA
7.62 Farmer Mac
7.62 FFCB
7.62 FHLB
7.62 RTC
7.62 TVA
Commercial Paper - Select
7.7 Agencies
Commercial Paper - Other
7.7 Agencies
7.8 Bankers' Acceptances
7.9 Repurchase Agreements
Reverse Repo & Securities
7.10 Lending
7.12 Medium Term Notes
Valid First Priority Security
7.13 Interest
7.14 Government obligations
Local Agency Investment
7.15 Fund (LAIF)
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Maximum
Maturity in Max % of
Days Portfolio

1825
1825

Additional Quality
Requirements
S.F Office., Yield>T
+.125%,Collateralized at 110% per
100%
code 53651
Collateralized at 110% per code
100%
53651

1825

30%

1825
1825
1825
1825
1825
1825
1825
1825
1825
1825

100%
60%
30%
30%
10%
30%
30%
5%
10%

270
270
1825
30
45
1095

Maturity Constraint
Maturity Constraint
Maturity Constraint
Maturity Constraint
Maturity Constraint
Highest Grade by at least 1 rating
agency
Highest Grade by at least 1 rating
agency

40%

0%

0

0%

1825

10%

1825

Top 5 largest banks

<= $75mm
All "AAA" Rating
Not considered prudent now

APPENDIX III
California Government Code Section 53601 as of October 14, 2008
This section shall apply to a local agency that is a city, a district, or other local agency that does not pool money in deposits or
investments with other local agencies, other than local agencies that have the same governing body. However, Section 53635 shall
apply to all local agencies that pool money in deposits or investments with other local agencies that have separate governing bodies.
The legislative body of a local agency having money in a sinking fund or money in its treasury not required for the immediate needs of
the local agency may invest any portion of the money that it deems wise or expedient in those investments set forth below. A local
agency purchasing or obtaining any securities prescribed in this section, in a negotiable, bearer, registered, or nonregistered format,
shall require delivery of the securities to the local agency, including those purchased for the agency by financial advisers, consultants,
or managers using the agency's funds, by book entry, physical delivery, or by third-party custodial agreement. The transfer of
securities to the counterparty bank's customer book entry account may be used for book entry delivery.
For purposes of this section, "counterparty" means the other party to the transaction. A counterparty bank's trust department or
separate safekeeping department may be used for the physical delivery of the security if the security is held in the name of the local
agency. Where this section specifies a percentage limitation for a particular category of investment, that percentage is applicable only
at the date of purchase. Where this section does not specify a limitation on the term or remaining maturity at the time of the
investment, no investment shall be made in any security, other than a security underlying a repurchase or reverse repurchase
agreement or securities lending agreement authorized by this section, that at the time of the investment has a term remaining to
maturity in excess of five years, unless the legislative body has granted express authority to make that investment either specifically or
as a part of an investment program approved by the legislative body no less than three months prior to the investment:
(a) Bonds issued by the local agency, including bonds payable solely out of the revenues from a revenue-producing property owned,
controlled, or operated by the local agency or by a department, board, agency, or authority of the local agency.
(b) United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for which the faith and credit of the United
States are pledged for the payment of principal and interest.
(c) Registered state warrants or treasury notes or bonds of this state, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled, or operated by the state or by a department, board, agency, or authority of the state.
(d) Registered treasury notes or bonds of any of the other 49 United States in addition to California,, including bonds payable solely
out of the revenues from a revenue-producing property owned, controlled, or operated by a state or by a department, board, agency, or
authority of any of the other 49 United States, in addition to California.
(e) Bonds, notes, warrants, or other evidences of indebtedness of any local agency within this state, including bonds payable solely out
of the revenues from a revenue-producing property owned, controlled, or operated by the local agency, or by a department, board,
agency, or authority of the local agency.
(f) Federal agency or United States government-sponsored enterprise obligations, participations, or other instruments, including those
issued by or fully guaranteed as to principal and interest by federal agencies or United States government-sponsored enterprises.
(g) Bankers' acceptances otherwise known as bills of exchange or time drafts that are drawn on and accepted by a commercial bank.
Purchases of bankers' acceptances may not exceed 180 days' maturity or 40 percent of the agency's money that may be invested
pursuant to this section. However, no more than 30 percent of the agency's money may be invested in the bankers' acceptances of any
one commercial bank pursuant to this section.
This subdivision does not preclude a municipal utility district from investing any money in its treasury in any manner authorized by
the Municipal Utility District Act (Division 6 (commencing with Section 11501) of the Public Utilities Code).
(h) Commercial paper of "prime" quality of the highest ranking or of the highest letter and number rating as provided for by a
nationally recognized statistical-rating organization (NRSRO). The entity that issues the commercial paper shall meet all of the
following conditions in either paragraph (1) or paragraph (2):
(1) The entity meets the following criteria: (A) Is organized and operating in the United States as a general corporation. (B) Has
total assets in excess of five hundred million dollars ($500,000,000). (C) Has debt other than commercial paper, if any, that is rated
"A" or higher by a nationally recognized statistical-rating organization (NRSRO).
(2) The entity meets the following criteria: (A) Is organized within the United States as a special purpose corporation, trust, or
limited liability company. (B) Has programwide credit enhancements including, but not limited to, overcollateralization, letters of
credit, or surety bond. (C) Has commercial paper that is rated "A-1" or higher, or the equivalent, by a nationally recognized
statistical-rating organization (NRSRO).
Eligible commercial paper shall have a maximum maturity of 270 days or less. Local agencies, other than counties or a city and
county, may invest no more than 25 percent of their money in eligible commercial paper. Local agencies, other than counties or a city
and county, may purchase no more than 10 percent of the outstanding commercial paper of any single issuer. Counties or a city and
county may invest in commercial paper pursuant to the concentration limits in subdivision (a) of Section 53635.
(i) Negotiable certificates of deposit issued by a nationally or state-chartered bank, a savings association or a federal association (as
defined by Section 5102 of the Financial Code), a state or federal credit union, or by a state-licensed branch of a foreign bank.
Purchases of negotiable certificates of deposit may not exceed 30 percent of the agency's money which may be invested pursuant to
this section. For purposes of this section, negotiable certificates of deposit do not come within Article 2 (commencing with Section
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53630), except that the amount so invested shall be subject to the limitations of Section 53638. The legislative body of a local agency
and the treasurer or other official of the local agency having legal custody of the money are prohibited from investing local agency
funds, or funds in the custody of the local agency, in negotiable certificates of deposit issued by a state or federal credit union if a
member of the legislative body of the local agency, or any person with investment decisionmaking authority in the administrative
office manager's office, budget office, auditor-controller's office, or treasurer's office of the local agency also serves on the board of
directors, or any committee appointed by the board of directors, or the credit committee or the supervisory committee of the state or
federal credit union issuing the negotiable certificates of deposit.
(j) (1) Investments in repurchase agreements or reverse repurchase agreements or securities lending agreements of any securities
authorized by this section, as long as the agreements are subject to this subdivision, including the delivery requirements specified in
this section.
(2) Investments in repurchase agreements may be made, on any investment authorized in this section, when the term of the agreement
does not exceed one year. The market value of securities that underlay a repurchase agreement shall be valued at 102 percent or
greater of the funds borrowed against those securities and the value shall be adjusted no less than quarterly. Since the market value of
the underlying securities is subject to daily market fluctuations, the investments in repurchase agreements shall be in compliance if the
value of the underlying securities is brought back up to 102 percent no later than the next business day.
(3) Reverse repurchase agreements or securities lending agreements may be utilized only when all of the following conditions are met:
(A) The security to be sold on reverse repurchase agreement or securities lending agreement has been owned and fully paid for by the
local agency for a minimum of 30 days prior to sale. (B) The total of all reverse repurchase agreements and securities lending
agreements on investments owned by the local agency does not exceed 20 percent of the base value of the portfolio. (C) The
agreement does not exceed a term of 92 days, unless the agreement includes a written codicil guaranteeing a minimum earning or
spread for the entire period between the sale of a security using a reverse repurchase agreement or securities lending agreement and
the final maturity date of the same security. (D) Funds obtained or funds within the pool of an equivalent amount to that obtained
from selling a security to a counterparty by way of a reverse repurchase agreement or securities lending agreement shall not be used to
purchase another security with a maturity longer than 92 days from the initial settlement date of the reverse repurchase agreement or
securities lending agreement, unless the reverse repurchase agreement or securities lending agreement includes a written codicil
guaranteeing a minimum earning or spread for the entire period between the sale of a security using a reverse repurchase agreement or
securities lending agreement and the final maturity date of the same security.
(4) (A) Investments in reverse repurchase agreements, securities lending agreements, or similar investments in which the local agency
sells securities prior to purchase with a simultaneous agreement to repurchase the security may only be made upon prior approval of
the governing body of the local agency and shall only be made with primary dealers of the Federal Reserve Bank of New York or with
a nationally or state-chartered bank that has or has had a significant banking relationship with a local agency. (B) For purposes of
this chapter, "significant banking relationship" means any of the following activities of a bank: (i) Involvement in the creation, sale,
purchase, or retirement of a local agency's bonds, warrants, notes, or other evidence of indebtedness. (ii) Financing of a local
agency's activities. (iii) Acceptance of a local agency's securities or funds as deposits.
(5) (A) "Repurchase agreement" means a purchase of securities by the local agency pursuant to an agreement by which the
counterparty seller will repurchase the securities on or before a specified date and for a specified amount and the counterparty will
deliver the underlying securities to the local agency by book entry, physical delivery, or by third-party custodial agreement. The
transfer of underlying securities to the counterparty bank's customer book-entry account may be used for book-entry delivery. (B)
"Securities," for purpose of repurchase under this subdivision, means securities of the same issuer, description, issue date, and
maturity. (C) "Reverse repurchase agreement" means a sale of securities by the local agency pursuant to an agreement by which the
local agency will repurchase the securities on or before a specified date and includes other comparable agreements. (D) "Securities
lending agreement" means an agreement under which a local agency agrees to transfer securities to a borrower who, in turn, agrees to
provide collateral to the local agency. During the term of the agreement, both the securities and the collateral are held by a third party.
At the conclusion of the agreement, the securities are transferred back to the local agency in return for the collateral. (E) For
purposes of this section, the base value of the local agency's pool portfolio shall be that dollar amount obtained by totaling all cash
balances placed in the pool by all pool participants, excluding any amounts obtained through selling securities by way of reverse
repurchase agreements, securities lending agreements, or other similar borrowing methods. (F) For purposes of this section, the
spread is the difference between the cost of funds obtained using the reverse repurchase agreement and the earnings obtained on the
reinvestment of the funds.
(k) Medium-term notes, defined as all corporate and depository institution debt securities with a maximum remaining maturity of five
years or less, issued by corporations organized and operating within the United States or by depository institutions licensed by the
United States or any state and operating within the United States. Notes eligible for investment under this subdivision shall be rated
"A" or better by a nationally recognized rating service. Purchases of medium-term notes shall not include other instruments authorized
by this section and may not exceed 30 percent of the agency's money that may be invested pursuant to this section.
(l) (1) Shares of beneficial interest issued by diversified management companies that invest in the securities and obligations as
authorized by subdivisions (a) to (j), inclusive, or subdivisions (m) or (n) and that comply with the investment restrictions of this
article and Article 2 (commencing with Section 53630). However, notwithstanding these restrictions, a counterparty to a reverse
repurchase agreement or securities lending agreement is not required to be a primary dealer of the Federal Reserve Bank of New York
if the company's board of directors finds that the counterparty presents a minimal risk of default, and the value of the securities
underlying a repurchase agreement or securities lending agreement may be 100 percent of the sales price if the securities are marked
to market daily.
(2) Shares of beneficial interest issued by diversified management companies that are money market funds registered with the
Securities and Exchange Commission under the Investment Company Act of 1940 (15 U.S.C. Sec. 80a-1 et seq.).
(3) If investment is in shares issued pursuant to paragraph (1), the company shall have met either of the following criteria: (A)
Attained the highest ranking or the highest letter and numerical rating provided by not less than two nationally recognized statistical
rating organizations. (B) Retained an investment adviser registered or exempt from registration with the Securities and Exchange

Page 19

Commission with not less than five years' experience investing in the securities and obligations authorized by subdivisions (a) to (j),
inclusive, or subdivisions (m) or (n) and with assets under management in excess of five hundred million dollars ($500,000,000).
(4) If investment is in shares issued pursuant to paragraph (2), the company shall have met either of the following criteria: (A)
Attained the highest ranking or the highest letter and numerical rating provided by not less than two nationally recognized statistical
rating organizations. (B) Retained an investment adviser registered or exempt from registration with the Securities and Exchange
Commission with not less than five years' experience managing money market mutual funds with assets under management in excess
of five hundred million dollars ($500,000,000).
(5) The purchase price of shares of beneficial interest purchased pursuant to this subdivision shall not include any commission that the
companies may charge and shall not exceed 20 percent of the agency's money that may be invested pursuant to this section. However,
no more than 10 percent of the agency's funds may be invested in shares of beneficial interest of any one mutual fund pursuant to
paragraph (1).
(m) Moneys held by a trustee or fiscal agent and pledged to the payment or security of bonds or other indebtedness, or obligations
under a lease, installment sale, or other agreement of a local agency, or certificates of participation in those bonds, indebtedness, or
lease installment sale, or other agreements, may be invested in accordance with the statutory provisions governing the issuance of
those bonds, indebtedness, or lease installment sale, or other agreement, or to the extent not inconsistent therewith or if there are no
specific statutory provisions, in accordance with the ordinance, resolution, indenture, or agreement of the local agency providing for
the issuance.
(n) Notes, bonds, or other obligations that are at all times secured by a valid first priority security interest in securities of the types
listed by Section 53651 as eligible securities for the purpose of securing local agency deposits having a market value at least equal to
that required by Section 53652 for the purpose of securing local agency deposits. The securities serving as collateral shall be placed by
delivery or book entry into the custody of a trust company or the trust department of a bank that is not affiliated with the issuer of the
secured obligation, and the security interest shall be perfected in accordance with the requirements of the Uniform Commercial Code
or federal regulations applicable to the types of securities in which the security interest is granted.
(o) Any mortgage passthrough security, collateralized mortgage obligation, mortgage-backed or other pay-through bond, equipment
lease-backed certificate, consumer receivable passthrough certificate, or consumer receivable-backed bond of a maximum of five
years' maturity. Securities eligible for investment under this subdivision shall be issued by an issuer having an "A" or higher rating for
the issuer's debt as provided by a nationally recognized rating service and rated in a rating category of "AA" or its equivalent or better
by a nationally recognized rating service. Purchase of securities authorized by this subdivision may not exceed 20 percent of the
agency's surplus money that may be invested pursuant to this section.
(p) Shares of beneficial interest issued by a joint powers authority organized pursuant to Section 6509.7 that invests in the securities
and obligations authorized in subdivisions (a) to (n), inclusive. Each share shall represent an equal proportional interest in the
underlying pool of securities owned by the joint powers authority. To be eligible under this section, the joint powers authority issuing
the shares shall have retained an investment adviser that meets all of the following criteria:
(1) The adviser is registered or exempt from registration with the Securities and Exchange Commission.
(2) The adviser has not less than five years of experience investing in the securities and obligations authorized in subdivisions (a) to
(n), inclusive.
(3) The adviser has assets under management in excess of five hundred million dollars ($500,000,000).
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APPENDIX E
FORM OF CONTINUING DISCLOSURE CERTIFICATE
City and County of San Francisco General Obligation Bonds
(San Francisco General Hospital Improvement Bonds, 2008) Series 2009A
This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered by the City
and County of San Francisco (the “City”) in connection with the issuance of the bonds captioned above (the
“Bonds”). The Bonds are issued pursuant to Resolution No. 527-08 and Resolution No. 528-08, adopted by the
Board of Supervisors of the City on December 16, 2008 and duly approved by the Mayor of the City on
December 19, 2008. The City covenants and agrees as follows:
SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and
delivered by the City for the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the
Participating Underwriters in complying with Securities and Exchange Commission (the “S.E.C.”) Rule 15c212(b)(5).
SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to any
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section 2, the following
capitalized terms shall have the following meanings:
“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as described in,
Sections 3 and 4 of this Disclosure Certificate.
“Beneficial Owner” shall mean any person which: (a) has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Bonds (including persons holding Bonds through
nominees, depositories or other intermediaries) including, but not limited to, the power to vote or consent with
respect to any Bonds or to dispose of ownership of any Bonds; or (b) is treated as the owner of any Bonds for federal
income tax purposes.
“CPO” means the Internet-based filing system currently located at www.DisclosureUSA.org, or such other
similar filing system approved by the Securities and Exchange Commission.
“Dissemination Agent” shall mean the City, acting in its capacity as Dissemination Agent under this
Disclosure Certificate, or any successor Dissemination Agent designated in writing by the City and which has filed
with the City a written acceptance of such designation.
“Holder” shall mean either the registered owners of the Bonds, or, if the Bonds are registered in the name
of The Depository Trust Company or another recognized depository, any applicable participant in such depository
system.
“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure Certificate.
“National Repository” shall mean any Nationally Recognized Municipal Securities Information Repository
for purposes of the Rule. A list of the current National Repositories approved by the S.E.C. may be found at the
S.E.C. website: http://www.sec.gov/info/municipal/nrmsir.htm.
“Participating Underwriter” shall mean any of the original underwriters or purchasers of the Bonds required
to comply with the Rule in connection with offering of the Bonds.
“Repository” shall mean each National Repository and each State Repository.
“Rule” shall mean Rule 15c2-12(b)(5) adopted by the S.E.C. under the Securities Exchange Act of 1934, as
the same may be amended from time to time.
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“State” shall mean the State of California.
“State Repository” shall mean any public or private repository or entity designated by the State as a state
repository for the purpose of the Rule and recognized as such by the S.E.C. As of the date of this Disclosure
Certificate, there is no State Repository. The current status should be checked on the S.E.C. website,
http://www.sec.gov/info/municipal./nrmsir.htm.
SECTION 3. Provision of Annual Reports.
(a)
The City shall, or shall cause the Dissemination Agent to, not later than 270 days after the
end of the City’s fiscal year (which is June 30), commencing with the report for the 2008-09 Fiscal Year
(which is due not later than March 27, 2010), provide to each Repository (or, in lieu of providing to each
Repository, provide to the CPO) an Annual Report which is consistent with the requirements of Section 4
of this Disclosure Certificate. If the Dissemination Agent is not the City, the City shall provide the Annual
Report to the Dissemination Agent not later than 15 days prior to said date. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may cross-reference
other information as provided in Section 4 of this Disclosure Certificate; provided, that if the audited
financial statements of the City are not available by the date required above for the filing of the Annual
Report, the City shall submit unaudited financial statements and submit the audited financial statements as
soon as they are available. If the City’s Fiscal Year changes, it shall give notice of such change in the same
manner as for a Listed Event under Section 5(c).
(b)
If the City is unable to provide to the Repositories an Annual Report by the date required
in subsection (a), the City shall send a notice to (i) each National Repository or the Municipal Securities
Rulemaking Board and (ii) each appropriate State Repository (with a copy to the Paying Agent) a notice, in
substantially the form attached as Exhibit A. In lieu of filing the notice with each Repository, the City or
the Dissemination Agent, if not the City, may file such notice with the CPO.
(c)

With respect to the Annual Report, the Dissemination Agent shall:

1.
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 Annual 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.
SECTION 4. Content of Annual Reports. The City’s Annual Report shall contain or incorporate by
reference the following information, as required by the S.E.C.:
(a)
the audited general purpose financial statements of the City prepared in accordance with
generally accepted accounting principles applicable to governmental entities;
(b)

a summary of budgeted general fund revenues and appropriations;

(c)

a summary of the assessed valuation of taxable property in the City;

(d)

a summary of the ad valorem property tax levy and delinquency rate;

(e)

a schedule of aggregate annual debt service on tax-supported indebtedness of the City;

(f)

summary of outstanding and authorized but unissued tax-supported indebtedness of the

and

City.
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Any or all of the items listed above may be included by specific reference to other documents, including
official statements of debt issues of the City or related public entities, which have been submitted to each of the
Repositories or the S.E.C. If the document included by reference is a final official statement, it must be available
from the Municipal Securities Rulemaking Board. The City shall clearly identify each such other document so
included by reference.
SECTION 5. Reporting of Significant Events.
(a)
To the extent applicable and pursuant to the provisions of this Section 5, the City shall
give, or cause to be given, notice of the occurrence of any of the following events with respect to the
Bonds, if material:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Principal and interest payment delinquencies.
Non-payment related defaults.
Modifications to rights of Bondholders.
Optional, contingent or unscheduled bond calls.
Defeasances.
Rating changes.
Adverse tax opinions or events affecting the tax-exempt status of the Bonds.
Unscheduled draws on debt service reserves reflecting financial difficulties.
Unscheduled draws on credit enhancements reflecting financial difficulties.
Substitution of credit or liquidity providers or their failure to perform.
Release, substitution or sale of property securing repayment of the Bonds.

(b)
Whenever the City obtains knowledge of the occurrence of a Listed Event, the City shall
as soon as possible determine 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 would be
material under applicable federal securities laws, the City shall promptly file a notice of such occurrence
with (i) each National Repository or with the Municipal Securities Rulemaking Board and (ii) each
appropriate State Repository, if any. Notwithstanding the foregoing, notice of Listed Events described in
Sections 5(a)(4) and 5(a)(5) need not be given under this subsection any earlier than the notice (if any) of
the underlying event is given to Holders and Beneficial Owners of affected Bonds pursuant to the
Resolution.
In lieu of filing the notice of Listed Event with each Repository in accordance with the preceding
paragraph, the City or the Dissemination Agent, if not the City, may file such notice of a Listed Event with the CPO.
SECTION 6. Termination of Reporting Obligation. The City’s obligations under this Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds. If
such termination occurs prior to the final maturity of the Bonds, the City shall give notice of such termination in the
same manner as that for giving notice of the occurrence of a Listed Event under Section 5(c).
SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a Dissemination
Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge any such Agent,
with or without appointing a successor Dissemination Agent. The Dissemination Agent shall have only such duties
as are specifically set forth in this Disclosure Certificate.
SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate,
the City may amend or waive this Disclosure Certificate or any provision of this Disclosure Certificate, provided
that the following conditions are satisfied:
(a)
If the amendment or waiver relates to the provisions of Sections 3(a), 3(b), 4 or 5(a), it
may only be made in connection with a change in circumstances that arises from a change in legal
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requirements, change in law, or change in the identity, nature or status of an obligated person with respect
to the Bonds or the type of business conducted;
(b)
The undertaking, as amended or taking into account such waiver, would, in the opinion of
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the Rule
at the time of the original issuance of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and
(c)
The amendment or waiver either (i) is approved by the owners of a majority in aggregate
principal amount the Bonds or (ii) does not, in the opinion of the City Attorney or nationally recognized
bond counsel, materially impair the interests of the Holders.
In 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 amendment or waiver and its impact on the type (or in the case of a change of accounting principles,
on the presentation) of financial information or operating data being presented by the City. In addition, if the
amendment relates to the accounting principles to be followed in preparing financial statements: (i) notice of such
change shall be given in the same manner as for a Listed Event under Section 5; and (ii) the Annual Report for the
year in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative
form) between the financial statements as prepared on the basis of the new accounting principles and those prepared
on the basis of the former accounting principles.
SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent
the City from disseminating any other information, using the means of dissemination set forth in this Disclosure
Certificate or any other means of communication, or including any other information in any Annual Report or notice
of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the City
chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to
that which is specifically required by this Disclosure Certificate, the City shall have no obligation under this
Disclosure Certificate to update such information or include it in any future Annual Report or notice of occurrence
of a Listed Event.
SECTION 10. Default. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the Bonds may take such
actions as may be necessary and appropriate, including seeking mandate or specific performance by court order, to
cause the City to comply with its obligations under this Disclosure Certificate; provided that any such action may be
instituted only in a federal or state court located in the City and County of San Francisco, State of California. The
sole remedy under this Disclosure Certificate in the event of any failure of the City to comply with this Disclosure
Certificate shall be an action to compel performance.
SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the City, the
Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the
Bonds, and shall create no rights in any other person or entity.
Date: ________, 2009.
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CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A
NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of City:

CITY AND COUNTY OF SAN FRANCISCO

Name of Bond Issue:

CITY AND COUNTY OF SAN FRANCISCO GENERAL OBLIGATION
BONDS (SAN FRANCISCO GENERAL HOSPITAL IMPROVEMENT
BONDS, 2008) SERIES 2009A

Date of Issuance:

_____, 2009

NOTICE IS HEREBY GIVEN to [(i) each National Repository or the Municipal Securities Rulemaking Board and
(ii) each appropriate State Repository] [the CPO and the Municipal Securities Rulemaking Board] that the City has
not provided an Annual Report with respect to the above-named Bonds as required by Section 3 of the Continuing
Disclosure Certificate of the City and County of San Francisco, dated _______, 2009. The City anticipates that the
Annual Report will be filed by _____________.
Dated:_______________
CITY AND COUNTY OF SAN FRANCISCO

By:
Title
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[to be signed only if filed]
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APPENDIX F
DTC AND THE BOOK-ENTRY ONLY SYSTEM
The information in numbered paragraphs 1-10 of this Appendix F, concerning The Depository Trust Company, New
York, New York (“DTC”) and DTC’s book-entry system, has been furnished by DTC for use in official statements
and the City takes no responsibility for the completeness or accuracy thereof. The City cannot and does not give
any assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners
(a) payments of interest or principal with respect to the Bonds, (b) certificates representing ownership interest in or
other confirmation or ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede &
Co., its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis, or that DTC, DTC
Participants or DTC Indirect Participants will act in the manner described in this Appendix. The current “Rules”
applicable to DTC are on file with the Securities and Exchange Commission and the current “Procedures” of DTC
to be followed in dealing with DTC Participants are on file with DTC. As used in this appendix, “Securities” means
the Bonds, “Issuer” means the City, and “Agent” means the Paying Agent.
Information Furnished by DTC Regarding its Book-Entry Only System
1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the securities (the
“Securities”). The Securities will be issued as fully-registered 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 Security certificate will be issued for the Securities, in the aggregate principal amount of such issue,
and will be deposited with DTC.
2. DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized bookentry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are
on file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com
and www.dtc.org.
3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of each
Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial
Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however,
expected to receive written confirmations providing details of the transaction, as well as periodic statements of their
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in the Securities are to be accomplished by entries made on the books of Direct and
Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interests in Securities, except in the event that use of the book-entry system for the
Securities is discontinued.
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4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized
representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.
5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be
redeemed.
7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Securities unless
authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC
mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede &
Co.’s consenting or voting rights to those Direct Participants to whose accounts Securities are credited on the record
date (identified in a listing attached to the Omnibus Proxy).
8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to 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 DTC’s receipt of funds and corresponding detail information from Issuer or Agent, 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 the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of
such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory requirements as may be in
effect from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of Issuer or
Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of
such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.
9. DTC may discontinue providing its services as depository with respect to the Securities at any time by giving
reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor depository is not
obtained, Security certificates are required to be printed and delivered.
10. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor
securities depository). In that event, Security certificates will be printed and delivered to DTC.
Discontinuation of Book-Entry Only System; Payment to Beneficial Owners
In the event that the book-entry system described above is no longer used with respect to the Bonds, the following
provisions will govern the registration, transfer and exchange of the Bonds.
Payment of the interest on any Bond shall be made by check mailed on the interest payment date to the owner at the
owner’s address at it appears on the registration books described below as of the Record Date (as defined herein).
The City Treasurer will keep or cause to be kept, at the office of the City Treasurer, or at the designated office of
any registrar appointed by the City Treasurer, sufficient books for the registration and transfer of the Bonds, which
shall at all times be open to inspection, and, upon presentation for such purpose, the City Treasurer shall, under such
reasonable regulations as he or she may prescribe, register or transfer or cause to be registered or transferred, on said
books, Bonds as hereinbefore provided.
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Any Bond may, in accordance with its terms, be transferred, upon the registration books described above, by the
person in whose name it is registered, in person or by the duly authorized attorney of such person, upon surrender of
such Bond for cancellation, accompanied by delivery of a duly executed written instrument of transfer in a form
approved by the City Treasurer.
Whenever any Bond or Bonds shall be surrendered for transfer, the designated City officials shall execute and the
City Treasurer shall authenticate and deliver a new Bond or Bonds of the same series and maturity, for a like
aggregate principal amount. The City Treasurer shall require the payment by any Bond owner requesting any such
transfer of any tax or other governmental charge required to be paid with respect to such transfer.
Any Bonds may be exchanged at the office of the City Treasurer for a like aggregate principal amount of other
authorized denominations of the same interest rate and maturity.
No transfer or exchange of Bonds shall be required to be made by the City Treasurer during the period from the
Record Date (as defined herein) next preceding each interest payment date to such interest payment date or after a
notice of redemption shall have been mailed with respect to such Bond.
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APPENDIX G
PROPOSED FORM OF OPINION OF CO-BOND COUNSEL
March __, 2009
Board of Supervisors
City and County of San Francisco
San Francisco, California
$131,650,000
CITY AND COUNTY OF SAN FRANCISCO
General Obligation Bonds
(San Francisco General Hospital Improvement Bonds, 2008)
Series 2009A
Members of the Board of Supervisors:
We have acted as co-bond counsel to the City and County of San Francisco (the “City”)
in connection with the issuance of $131,650,000 aggregate principal amount of the City’s
General Obligation Bonds (San Francisco General Hospital Improvement Bonds, 2008) Series
2009A (the “Bonds”).
In our capacity as bond counsel, we have reviewed originals or copies certified or
otherwise identified to our satisfaction of such documents, certificates, opinions and other
matters to the extent we deemed necessary or appropriate to render the opinions set forth herein.
As to questions of fact material to our opinion, we have relied upon the certified proceedings and
other certifications of public officials furnished to us without undertaking to verify the same by
independent investigation, and we have assumed, but have not independently verified, that the
signatures on all documents and certificates that we reviewed are genuine.
Based on the foregoing, and subject to the limitations and qualifications herein specified,
as of the date hereof, and under existing law, we are of the opinion that:
1.
Such proceedings and proofs show lawful authority for the issuance and sale of
the Bonds pursuant to the Constitution, the laws of the State of California, and the City Charter,
including ballot measures approved by not less than a two-thirds vote of the qualified electors of
the City voting at a general election, Title 5, Division 2, Part 1, Chapter 3, Article 4.5 of the
California Government Code and resolutions adopted by the Board of Supervisors of the City on
December 16, 2008 (collectively, the “Resolution”).
2.
The Bonds constitute valid and binding general obligation bonds of the City,
payable as to both principal and interest solely from the proceeds of a levy of ad valorem taxes
on all property subject to such taxes in the City, which taxes are unlimited as to rate or amount
(except for certain personal property which is taxable at limited rates).
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Board of Supervisors
City and County of San Francisco
March __, 2009
Page 2
3.
Assuming continuing compliance by the City with certain covenants in the
Resolution, the Tax Certificate and other documents pertaining to the Bonds and the
requirements of the Internal Revenue Code of 1986, as amended, regarding the use, expenditure
and investment of the proceeds of the Bonds and the timely payment of certain investment
earnings to the United States, interest on the Bonds is not includable in gross income of the
owners of the Bonds for federal income tax purposes. Failure by the City to comply with such
covenants and requirements may cause interest on the Bonds to be included in federal gross
income retroactive to the date of issuance of the Bonds.
4.
Interest on the Bonds is not treated as an item of tax preference in calculating the
federal alternative minimum taxable income of individuals and corporations. In addition, under
the American Recovery and Reinvestment Act, which was signed into law on February 17, 2009,
interest on the Bonds is not included as an adjustment in calculating federal corporate alternative
minimum taxable income for purposes of determining a corporation’s alternative minimum tax
liability.
5.
Interest on the Bonds is exempt from personal income taxes imposed by the State
of California.
With respect to matters expressed in paragraph 1 above, we have relied in part upon an
opinion from the City Attorney.
Other than as described herein, we have not addressed, and we are not opining on, the tax
consequences to any person of the investment in, or receipt of interest on, the Bonds. We
express no opinion as to the effect of any change to any document pertaining to the Bonds or of
any action taken or not taken where such change is made or action is taken or not taken without
our approval or in reliance upon the advice of counsel other than ourselves with respect to the
exclusion from gross income of the interest on the Bonds for federal income tax purposes.
With respect to the opinions expressed herein, the rights of the owners of the Bonds and
the enforceability thereof are subject to bankruptcy, insolvency, reorganization, arrangement,
moratorium and other laws affecting the enforcement of creditors’ rights generally, to the
application of equitable principles (regardless of whether such enforceability is considered in
equity or at law), to the exercise of judicial discretion in appropriate cases, and to the limitations
on legal remedies against governmental entities in the State of California.
The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions. Such opinions may be adversely affected by actions taken or events
occurring, including a change in law, regulation or ruling (or in the application or official
interpretation of any law, regulation or ruling) after the date hereof. We have not undertaken to
determine, or to inform any person, whether such actions are taken or such events occur, and we
have no obligation to update this opinion in light of any such actions or events.
Respectfully submitted,

Respectfully submitted,
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