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328,320,000
' UNTY OF BAN FRAJ 0
CERTIFICATES OF PARTICIPATION (IOPE 87),

SERIES 2017A (FEDERALLY TAXABLE)

evitenclapproperiionate nteresty of the Uivhied Gierdnl faa BPrideit Litien,
including the right to'receive Base Rental pavimients 16 be niads by ihe
CHTY AND COUNTY G BAN FRANCIZCO

Bated: Date of Delivery Due: April 1, as shewn on'the inside cover

Thix cover page conlains certain information Jor general reference only. It is mot irended to be a summary of the security for or the terms
of the Certiffcates {as defined hevein). Irvestors ave audvised Io renid the sntive Official Statement 1o obtain information essentialto the making of an
informed investment decision,

The $28,320,000 City and County of San Frangisco Cortificates of Partivipation (HOPE SF), Series 2017A (Federally Taxable) (the
“Certificates™), will be sold to provide finds to: ) finance of sefisance 3 portion of the cogls of the acquisition, construction, installation or
improvement to, or rchabilitation of, mixed-use housing development in the City and County of San Francisco’s {the “City™) HOPE SF - Hunters
Viow project and refated improvements and equipmient (the “Prefect™): (H) fund the 2617 Reserve Account of the Reserve Fund (as-defined berein)
for the Cettificates established under the Trist Agreement (as defined herein); and (1D pay costs of exocution end delivery 60y Cortificaits, Sée
EETIMATED SOURCES AND USES OF FUNDS” snd i HEPROIBOTY

The Cortiffeatos are pxecuted and deliversd pubisany 1 Trist Aprdeniont, aled 4§ oF Jire 1, 2017 {the “"Trust Apreement™), Botwean
the City aad ULS. Bank National Assodiation; as trugtee (the “Trastee™), ard in accordance with the Clurtes o8 the City (e "Chiitir ™). Sed " THE
CERTIFICATES—Authority for Execution and Delivery® The Certificates evidente the principal and interest componenty of the Base Rental fas
definéd hereln) payeble by the ity pursuast to a Project Lesse, dated as of fuse 1, 2017 (ke “Projoct Eeave™ by and betwsen the Teiize, s
iessor, and tie Uity, os lessey, The City hag covenaimsd-in the Projecs Lvase 1o take such uction as muy be necessary to-inclade and rmgintain all
Base Renmial and Additional Rental (a5 defined hersin) payments in fis annual budget, and to make necessiry ang fittons thetefor, Hee
"SECURITY AND 8OURCES OF PAYMENT FOR THE CERTIFICATES —Covenant to Budget™ The obligation of the City to'pay Bazs Rentg) iy
in consideration for the yse and cccupancy of the land and faciliticy subject to the Project Lease (the “Leagod Property™, and such o may
beabated in whole orin part 1ftlere s sub al interfefence with the 'City's use and occupancy of the Lessed Property: Bee “CERTAIN RISK
FACTORS—Abstermtant”

Compary (“DEC™), Individual purchases of the Certifisates will be male ia book-eiitry frm only, inthe principal aroutof
multipies thercof. Principai and inferest evidenced and represented by the Certificates will be paid by the Trustes to DTC, which will in tom remit
such payments o the participants in DTC for subsequent dishursement to the beneficial owners of the Certificates. See “THE CERTIFICATES—
Form and Registration.”  Inferest evidenced and represented by the Certificates ig payable on April 1 and October 1 of each yeer, commencing
October 1, 2017, Principsl will be paid 2z shown on the inside cover hereol. See “THE CERT] FRCATES—Payment of Principal and Interest ™

The Certificates are subject to prepavinent prior fo their respective payment dates as described herein, Sco “THE CERTIFICATES
Prepayment of the Certificates.”

THE OBLIGATION OF THE CITY T0 MAKE BASE RENTAL PAYMENTE UNDER THE. PROJEE HASE. DOES
XNOT COMSTITUTE ANOBLIGATION TOLEVY OR PLEDGE, DR [T% HAS LEVIEDB QR PLEDGED, aAxyY
FORM GFTAXATION. NEITHER THE IFICATES NOR THE GRLIGATION OF THE CIFY 70 MAKE BA ENTAY

AEID NAL RENTAL PAYMENTS CONSTITUTES AN INDERTEDNESS OF THE C1TY, THE STATE OR ANV D s POLITICAL
SERNIEVISTONS WITIHN NAL OR STATUTORY DERT LIMITATION O WERICTION,
THECITY SHALL BRORBL FRENTS SUBIKCT TOTHE TERMR QR FEE.

AND NEITHER THE O URARNY LIABILITY OR ARY OTHER OBLIGATION with
BESPECTTO THEEXECE ATER, SEE“CERTAIN RISK FaCTORS>
AYMENT SCHED
{Ree inside cover)
The Coertificores ore offy el received by the initial purchasers, gubjoct Yo the approval of the velbdity of

the Project Lease by Howking Delafieid & Wood LLF Sun Franvisco, Colifornia,. Spesial Cowisel td carinin othed comdi
patiers will be passed upon for thy City By the Clty A0mipy s by, Ovvick; Hervington & Sedcliffe LLE: Divclosure Coungel B
Cervficates in book-entry form-vwitl be available for delivery through DTC owe aboa Jane 14, 2007,

Dated: Jone 1, 2017,



(Base CUSIP” Number; 79765D)

Cerlificate
Payment Date ‘Principal
(April ) Amount Interest Rate Y‘eld’ CUSIP* Suffix
2018 § 745,000 3.50% 1.36% T26
2019 555,000 3.50 1.61 T34
2020 575,000 3.50 1.86 T42
2021 595,000 3.50 2.08 T59
2022 615,000 3,50 2.28 T67
2023 640,000 3.50 2.50 T75
2024 660,000 3.50 2.70 T83
2025 685,000 3.50 2.84 T91
2086 705,600 3.50 3.00 U24
2027 730,000 3.50 3.10 U3z
2028 760,000 3.20 3.20 U40
2029 780,000 3.35 3.35 Us7
2030 810,000 3.55 3.50% U65
2031 835,000 3.65 3.60¢ 73
2032 865,000 3.70 3.65% Ust
2033 900,000 3.70 3.68¢ 99
2034 935,000 370 3.70 V23
2035 965,000 3.75 3,73 V3l
2036 1,005,000 3.75 3.75 V49
2037 1,040,000 3.80 3.80 V56

$7,085,000 4.00% Term Certificates due April 1, 2047 -Yieldt 4.00% CUSIP* 79765D V72

SIPnumbers sre pmﬂded



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 conteined 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 net
constitute an offer 1o sell or the solicitation of an offer to buy, nor shall there be any sale of the Certificates; By any
person in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.

The information set forth herein other than that provided by the Clty, althoush sbtuined fom sour
are believed to be reliable, i not guaranteed ay to accuracy or completeness. The infurmation ang BUPTEESIS
opindon herein are subject to change withoutnotice and neither delivery of this Oificial Statement nor any sale made
hereunder shall, wnder any circunistances, ereate any implication that there has been no change i the affairs ofthe
City since the date hereof.

The City maintains a website. The information presented on such website fs nof incorporated by reférence
as part of this Official Statement and shiould not be relied upon in.making investment decisions with fespect to the
Certificates.

This . Official Statement is nol to be construed as a contract with the purchasers of the Cerlificates.
Statements contained in this Official Statement which involve estimates, forecasts or matters of opimion, whether or
not expressly so described herein, are intended solely as such and are not to be construed as representations of facts.

The exccution and sale of the Certificates have not been registered under the Securities Act of 1933 in
reliance upon the exemption provided theretinder by Section 3(a)(2) for the issuance and sale of municipal securities.

IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES, THE INITIAL PURE
MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE :
PRICE -OF THE CERTIICATES AT ELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IV
THE OPEN MARKET. SUCH STABILIZING, P COMMENCED, MAY BE DISCONTINUED AT ANY TRR,
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OFFICIAL STATEMENT

528,320,000
CITY ANB COUNTY OF SAN FRANCISCO

CERTIFICATES OF PARTICIPATION (HOPE 5F),
SERIES 2017A (FEDERALLY TAXABLE)

evidencing proportionate interests of the Owners thereef in'a Project Lease,
including the right te recelve Base Rentsl payments te be made by the
CITY AND COUNTY OF SAN FRANCISCO

INTRODUCTION

This Official Statement; mcluding the cover page and the appendices herete, is peovided O firnish
information in connection with the offering by the City and County of San Francisco (the “City™) of its $28.320,000
City and County of San Francisco Certificates of Participation (HOPE SF), Series 2017A {Fedetally Taxable) (the
“Certificates”). Any capitalized term not defined herein will have the meaning given to such term in APPENDIX C
- “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — Definitions.” The references to
any legal documents, instruments and the Cértificates in this Official Statement do not purport to-be comprehensive
ar definitive, and reference is made to each such document for complete details of all terms and conditions.

The City, exercising its powers under the City’s Charter (the “Charter”) to convey and lease property for
City purposes, conveys certain real property to the Trustee (as defined herein) under the Property Lease {as defined
hersin} in exchange for the procesds of thessale of the Certificates and other consideration. The Tristee 184% #s.the

Leased Praperty (as defined herein} back to the City forthe City’s use wnder the Project Lease (as defined HEGY.
The City will be obiigated under the Project Lease to make Base Rental pavments and Additional Renitil pivivississ

Project Licase, evidencing and repreésesti
Rental it receives from the City. Thie

yrment of the Certificates.  The ‘mibhey’ Pecdived Bom Gle oF he
Certificates will be apylied by the Trustee at the direction of the City 4o finance or refinance the Project.

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 nio obligation to
update the information in this Official Statement. See “CONTINUING DISCLOSURE” herein.

Quotations from and summaries and explanations of the Certificates, the Trust Agreement, the Project
Lease, the Property Lease, the Ordinances (as defined herein) providing for the execution and delivery of the
Certificates, provisions of the Constitution and statutes of the Stade of California (the Ry, the Charter and other
City ordiianves, and other doouments described herein, do not purport to be ¢omplate, and refefence 1S made o said
laws and doguments for the complete provisions thereof. Copies of those docurments and information concetiing the
Certificates are available from the City through the Office of Public Finance, City Hall Room 336, 1 Dy, Calien B,
Goodiett Place, Sah Frincisco, ©& 94102-4682. Reference is made hersin to various other documents, reports,
websites, etc., which were either prepared by parties other than the City, or were ot 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 decined 4 art of this Official Statement.

The City snticipates that it will also execute and deliver 1 June 2017 fhe CHY and County of San
Francisco Certificates of Participation, Series 20178 (Moscons Convention Cenitér Expansion Project)-(the
“Moscone Center Certificates™), in an aggregate priscipal gmount of approximately $450 milliva, Frincipal

dad nterest evidenced and represented hy the Moscone Center Certificates will be payable from thé geiieral
fund of the City. The Moscone Center Certificates are not being offered pursuant to this Officis] Statenient,



The City is the economic and cultural center of the San Franciscs Bay Area and northern California. The
limits of the City encompass over 93 square miles, of whigh 49 square miles are land, with the balance consisting of
tidelands and a portion of the San Franmsco Bay (the “Bay”) The C:ty is lacated at the non:hcm tip of the San
Franeisco Peninsuk imun : Tﬁ

The Clt)f § popuiazac'n in 2016 was appmmmately 877, 000

The San Francisco Bay Area consists of the nine counties contiguous to the Bay: Alameda, Contra Costa,

...................

1ntematmnal and wholesale t:radc mulnmedla and advemmng, bletechnology and hlgher educatioh. Major
corperations headquartered in the City include; Salesforce, Uber Technologies Inc., Twittér, Wells Fargo, Gap Tnc.,
and Pacific Gas & Electric. The City is also a leading center for financial agtivity in the State and is the
headquarters of the Twcifth F etierai R%crve listriﬁ:t ﬁzc Elﬁventh District Faderal Hm’.ﬁe Loan Bank, and the: San

............................

a nonprofit membership orgamz;atlon d!mng the caiendar year 2(316 appmxamawky 252 ml]lmn pcople VlS]tﬂd the
City and spent an estimiated $9.0 billion during their visit, of which approximately $750 million was.generated to the
Lty in direct spending from convention visitors.

18 senior high schools (mcludmg two continuation schabpls atid an mdapﬁndfmt smdy school}; and 46 Statc-funded
pmschnol sites and sponsors 13 independem charter scl:emﬁs Higher edacation institutions lecatc&d in the City

Caizfarma Cuhnary Academy, and the Academy of Art Umversrsy

Saﬁ Francisoo Imemaﬁuna! Airport (“SFO”) located 14 miles sou’sh ﬂf dawntown San Francisco in an

Francisco Peninsyla, mchdmg SFO), Caltrain (a conventional commuter r&ﬂ ine linking the Clty with the Sa.n
Franoisco Peninsula), and bus and ferry services between the City and resideniial areas to the north, east and somh

The City is gdverned by a Board of Supervisors elected from cleven districts to serve four-year terms, and a
Mayor who setves as chief executive officer, elected citywide to a four-year term. Edwin M. Lee is the 43rd and
eurrent Maym' of tiilﬁ City, havzng been clected by the voters of the City to his current term on November 3, 2015

a8 SFO the San Franc;sm Mummpal Transpﬂrtatmn Agmcy, the Port Coimmsswn and the San Franmsco Puialw



Utilities Commission. The City employed 31,342 full-time-equivalent employees at the end of fiscal year:2015-16,
According to the Controller of the City (the “Controller”™), the fiscal year 2016-17 total net assessed valuation of
taxable property in the City is approximately $211.5 billion.

APPENDIX B ~ "COMPREBENSIVE
SANFRANCISCO FOR THE YEAR ENDED JUNE 38, 20187

publicly offered securities of the City dnid npdated as of May 22, 2617, The following information suppleimisits and
amends the information set forth in Appendix A 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, inorder to make an informed investrnent decision,

City’s Proposed Budget. On Juve 1, 2017, the Mayor jssued his Proposed Budget and Annual
Appropriation Ordinance as of June 1, 2017 for Fiscal Year Ending June 30, 2018 and Fiscal Year Ending Jane 30,
2019 (the “Prepesed Budget”). For fiscal year 2017-18, the Proposed Budget appropriates annual reventes, fund
balance, transfers, and reserves of approximately $10.11 billion, of which the City's General Pond accoutts for
approximately $5.14 billion, For fiscal year 2018-19, the Proposed Budget appropriates revenues, fund balance,

transfers and reserves of approxdmately $10:80 billion, of which the General Fund accounts for approximatel $5.31
billion. The Mayor’s Five-Year Fingncial Pliit projected General Fund shortfalls of $87 million and $206 million in

Authority for Execution and Delivery

The Certificates are being exiculed and delivered pursuant to s Trust Agreement, dated as of Turet, 2017
(e “Trust Agreement™), by and between the City and 1.5, Bank National Association, &y trastes {thee “Trustes);
Each Certificate represents a proportionate interest in the right of the Trustee to receive Base Rental payments
(comprising principal and interest components) payable by the City pursuant to a Project Lease, dated as of June 1,
2017 (the “Project Lease™), by and between the Trustee, as lessor, and the City, as lessee. The City is-obligated
under the Project Lease to pay the Base Rental in consideration for its use and occupancy of the land and facilides
subject to the Project Lease (the “Leased Property™). The Leased Property will be originally conveyed ioc the
Trustee pursuant to a Property Lease, dated as of June 1, 2017 (the “Property Lease”), by and between the Cify, as
{esgor, and thie Trastés, as lesste. '

The Trust Agreemient; the Propérty Lesse, and the Project Lease were approved by the
Supervisors of the City by its Ordisance N6. 266-10; adopted on October 26, 2010 (“Ordingnce No. 266 :
signed by then Mavor Gavin Newsom sn/Novermber 5, 20100 Orilfinte No/ 06610 authorized the exec 1 gad
delivery of up to $38.000,000 aggregate prinicipal amount evidenced and represenied by the Certificates under the
Trust Agreement and the payment of & muximurs aonual Base Rental paymient under the Pebject Lease. Clertain
amendments {o-the execution-and delivery date of the Certificates i Ordinance No. 26610 wera dgprovéldiby the
Board of Bupervisors of the City by its Ordipance Ne, 09617, adopted on May 2, 2017 (“Ordinatice Ne. 09617,
and sigred by Mayor Edwin M. Lee on May'12, 2017.




Cﬂ:y 8 HOPE SF .ZE T

2017 Reserve Account of the Reserve Fund for the Cemﬁcams established under the Trust Agmament and (m} pg};f
costs of execution and delivery of the Certificates. See “THE PROJECT” and “ESTIMATED SOURCES AND
USES ‘OF FUNDS” hérein, for a further description of the expected application of proceeds of sale of the

The Certificates aré being executed and delivered in the aggregate principal amount shown on the cover
hereof.

evidenced and represcmed by the Cemﬁcatcs will he pmd by the Tmst;ce to D'FC whieh wﬁl in tum remit such
amounts to the DTC participants for subsequent disbursement to the beneficial owners of the Certificates.
Beneﬁcmi OWNErs of the Cert]ﬁcates wﬂl not reccwe physxcal cemﬁcatﬁ‘, representmg th i

: BOQK-ENTRY INLY SYS’T“EEM »
Payment of Priveipi] 4nd Interest

The pn'ncipal evidenced and reprcsented by the Certificates wi]l be payabiﬁ on April 1 of each year shown

jt’! premium, if fewdenccd and
Pratés oriprepayment prior thereto, will be
made upon presentation and surrender of such Certificates at thg Prmmga'al Office of the Trustee: Principal and
prenvium, if any, will be payable in Tawful money of the United States of America.

Interest &videnced and rcpresemed by the Certificates is payable on Apri] l :a.m;% Octobsr] of cach year

calcuiated on the %ams of a 360-day ye:ar cemposed nf rwwlw 3ﬁ-éay monf:hs. I‘:i‘s‘téi‘est ewdznaed ami representcd b‘y
sach Certificate will agorue from the Interest Payment Date next preceding the date of execution and delivery
thermf unless (i} m Certificate is: execuited aﬁer a R@gular Rcccrd Daw and before the close of business on the

mferest w!ﬂ be payab e fmm the Interest Payment Date to wtuail interest hag pre;wous]y been pmd o made avaﬂable
for pavment or, if no interest has been paid or made available for payment, froim the date of delivery.

Interest evidenced anci repregemzé i}y the Ceﬂﬁﬁasﬁ@% will be payablﬂ it lawﬁxl mona@* of the United States




written request delivered to the Trustee on or prior to the Regular Record Date for such Interest Payment Date, tothe
Owmer thereof on the Regular Record Date.

Prepavment of the Certificates
Optiopad Prepayieit

The Certificates with & Certificate Payment Date o5 6r bisforé April 1, 2027, dre not subject -optonal
prepayment priorto their respective stated Certifioste Paymisnt Dated. Thie Centificates With g Codtifidas p yrent
Date onorafier April 1, 2028 wre subject epayment prior 1o their respective stated Certificate Paviient
# wholeor in-part onvany date on orafter April 1, 2027, inthe event the Clty exercises its option tnder t
Lease to.prepay the principal component:of Base Rental payments, at a prepayiment price gaual g’ 10
principal amount evidenced and representédiby the Certificates tobe prepaid plus acerued interest to the

foirprepayment,

Special Mandatory Prepayment

The Certificates are subject to mandatory prepayment prior to their respective Certificate Payment Dates, as
a whole or in part on any date, at a Prepayment Price equal to the ptincipal amount thereof phus accrued bui-unpaid
interest to the prepayment date, without premium, from amounts deposited in the Base Rental Fund following an
event of damage, destruction or condemnation of the Leased Property or any portion thereof or upon loss of fhie Use
or possession of the Leased Property or any portion thereof due to a title defect.

Mandatory Sinking Account Installment Prepayment

Payrsgnt Date Sinking Accodnit
{April 1) Enstalbviont Amiount
2038 $1,086,000
2039 1,120,000
2046 £, 165,000
2041 1,210,000
2o4at 1,260,000

¥ Finul Certificate Pavment Date.

The $7,085,000 Term Certificates with a Certificate Payment Dale of April |, 2047, are subject to:sinking
account installment prepayment prior to their stated final Cettificate Payiient Date, in part, by 16, from seBegated
payments of the principal component of Baye Rental payments, at the principal amount thereof, plus acerusdiinterest

to the prepayment date, without premium, oprAprii 1 ineach of the yeurs and in the amounts set forth Belows




."Payment Date

{April 1y lnstallment Amount
2043 $1,310,000
2044 1,360,000
2045 1,415,000
3046 ) 1,470,000
20471 k 1,530,000

¥ Final Certificate Payment Date.

amount ev;denmd and reprascmcd by the Outstzmdmg Camﬁcates are to be prepm(i tilc City W‘!ﬁ dmwt the
principal amount evidenced and represented by the Certificates scheduled to be paid on each Certificate: Payment
Date. to bc pmpaid Among thc Certiﬁcates scheduled to be paid on a particula.r Certificate Payment Eiatc, the

in Authonmed Dcnommatlons

Notice of Prepayment

BETC, as nominee of the registered Owner, in accordance wﬂ:h its operational requirements. Notice will alse be
given as required by the Continuing Disclosure Certificate. See “CONTINUING DISCLOSURE® higrgin.

:pEasc or places where the prepaymem Will be made, jicluding the name and ‘address of the Tmstee, (W} the
prepayment price; (v) the CUSIP numbers (if any) assigned to the Certificates to be prepaid, (vi) the Certificate
numbers of the Certificates to be prepaid in whole or in part and, in the case of any Certificate to be prepaid in part
only, the amouint of such Certificate to be prepaid, and (vii) the original-delivery date and:stated Certificate Payment

fC‘é‘}'ﬁﬁcate to be prepaid in whole or in part. Each neﬁice will ﬁ;rthcr state that on the spmiﬁed date

will cease to accrue and be payable Neither the faliure to receive any notice nor any defect ﬁhemm w:]] aifcct tiw
proceedings for such prepayment.

Efféct of Prepayent

.......................

together w1th acerued mterest o sueh prc'payment da’ee, is held by the ”I*rustw 80 a8 ta iié a’%ﬂabie for the
prepayment on the scheduled prepayment date, and if a prepayment notice has béen given as degeribed above, then
from and after such prepayment date; no additional inlerést evidenced and represented by the Certificate will
b&ceme due with respcct 1o the Cerﬁﬁca&es to bf: prepaid, and sach Certiﬁmte or pertion thereof will no longer be




If the City apguires any Certificate by purchase or otherwize, such Certificate will no longer be deemed
Outstanding and will be surrendered to the Trustee for cancellation.

Conditinnal Notice; Cancellasion of Optional Prepayment

If the Certificates ave subject to
sufficient to propay the pringipsl, plus e applicable prerium, if any, evidenced and represented by the Certificates

proposed to by prepaid on 'the date fixed for prepuvisient. and interest with repact thersto, the @mp&mﬂﬂte;ﬁiii be

istee and the Owners will be regtored to thelr former positions.and rights

unrder: the Trast Agreement; and the City will continue to pay the Base Rental payiments a5 10 no S0k 4586 were
given, Suchacancellation of an optional prepavment at the election of the City will not constitiste & de tinder
the Trust Agrecnent, and the Trustee and the City wiil have no liability from such concellation. Tnthe evantsf suck
cancellation, the Trustes will send notice of such cancellation to the Owners in the same manner as the related notice
of prepayment. Neither the failure to receive such cancellation notice nor any defect therein will affect the

sufficiency of such canceliation.

In the event the City gives notice to the Trustee of its intention to exercise its prepayment option, but fails
to deposit with the Trustee on or prior to the prepayment date an amount equal to the prepayment price, or-fails to
satisfy any condition to a conditional notice, the City will continue to pay the Base Rental payments-as ifno such
notice were given,

Purchave of Certifivates

Unless expressly provided otherwise it the Trust Agreement, money held in the Base Rental Fund under
the Trust Agreetnent in respect of principal-tay be used to reimburse the City for the purchase of Certificates that
wonld otherwise be subject to prepayment forn sich moneys ipon the delivery of such Certificates to th Tusize
for ‘cancellation at least ten days prior 16 the date én which the Trustee is reguired to- select Certi des for
prepeyment.  The purchase price of any Centificates puschiased by the City under the Trusi Agreement will not
exceed the applicable prepuyment price of the Certificates that would be prepaid but fof the operation - of provisi
of'the Trust Agreement, Any sueh purchase must be completed prior to the tine notive Would cthisrwise b

ESTEMATED SOURCES AND USES OF #UNDS

Following is a table of estimated sources and uses of funds with respect to the Certificates:

Bources of Funds:

Certificate Par Amount $28.320,000.00
Plyg Original Issuc Premium 28417345

Totdl Sovirces: £28,604,17345

gt Pupde:

Conraercial Paper Radéinjition $18905.580.40
Project Fund 6,094,319.60
Commergial Paper Fees & Tnterest® 1,296,418 50
2017 Reserve Agcount 1,593,955 .80
Purchaser’s Biscoint 220,935 79
Costs of Dilivery® 492 D436

Total Uses: FiRR0E 175 48




CERTIFICATE PAYMENT SCHEBULE

The Trust Agreement requires that Base Rental payments payable by the City pursuant 1o the Project Leuse
on each March 25 and September 25 be deposited in the Base Rental Fund maintained by the Trustee. Pursuant to
the Trust Agrecmmt, on Apnl 1 and chber 1 of each yt;:ar, mmmﬁmcmg Omher 1, 2017, the Tmstee will appiy

Payment Date Priticipal Interest Total Payments
10/142017 - § 31553631 $ 31553631
4/172618 § 745,000.00 530,808.75 1,275.808.75
10/1/2014 “ 517,771.25 517,771.25
4/ 2019 55500000 517,771.25 1,072,77.25
10/1/2019 - 508,658.75 S08,058.75
4/172020 575,000:00 508.058.75 1,083,058.75
10/1/2020 - 497 .996.25 497,996.25
4/1/2021 595,000.00 497,996.25 1,092,996.25
10/1/2021 - 487.583.75 487,583.75
4/1/2022 61500000 487,583.75 1,102,583.75
¥0/12022 . 476,821.25 76,821 2
4/1/202% 640,000:00 476,821.25 1,116,821 25
10/1/2023 - 465,621.25 465,621.25
4/1/20624 660,000.00 465,621.25 1,125,621.25
16/1/2024 - 454,071.25 454.071.25
4/1/2025 685,000.00 454,071,235 1,139,071.25
19/1712025 - 442 08375 442 083.75
4/1/2026 705,000.00 442,083.75 1,147,083.75
10/1726286 - 429,746 25 476 746:25
4{1/2027 730,000.00 429,746.25 1,159,746.25
10/1/2027 - 416,971.25 416,971.25
4/1/2028 760,000.00 416,971.25 1,176,971.25
10/1/2028 404,811.25 404,811,258
780 8{3{} ab 404.811.23 1,184,811.25
391,746.25 391,746.25
4 85150,93{).(38 391.746.25 1,201,746.25
15)!3/2{338 - 377,368.75 377,368.75
4/1/2031 835,000.00 377.368.75 1.212,368.75
10/1/2031 & 362,130.00 362,130.00
#4/1/2032 £65,000.00 362,130.,00 1,227,130.00
10/1/2032 - 346,127.50 346,127.50
4/172033 900,000.00 346,127.50 1,246,127.50
10/1/2033 - 329,477.50 329,477.50
4172034 915.000.00 329,477.50 1,264,477.50
104172034 - 312,180.00 312,186.00
4/1/2035 965,000.00 312,180.00 1,277,180.00
10/1/2035 - 204,086.25 294,086.25
4/1/2036 1,005,000.00 294,086.25 1,299,086.25
19/1/2036 - 275,242 50° 275,242 .50
4/1/2037 1,040,000.00 275,242.50 1,315,242.50
10/1/2037 - 255,482.50 255,482.50
4/1/2038 1,080,000.00 255,482.50 1,335,482.50
1G/1/2038 - 234,422.50 234,422.50
4/172059 1,120,000.00 234, 422 50 1,354,422 50
16/1/20%9 - 2132,5%2.50
4/1/2046 1,165,000.00 212 532 50 1,377,582.50
10/1/2040 - 189,865.00 189,865.00




Payment Date Principal Tnterest Total Payments

4/1/2041 £ LZ10,000.80 $ 189.865.00 §1,389,865.00
10/1/2041 - 166,270.00 166,274.80
4712042 1,260,000.00 166,270.00 1,426,270.80
07172042 = 141,780.060 141,700:00
4/1/2043 £,310,000.00 £41,700.00 1,451,700.80
F0/1/2043 - 1550000 115,500:00
4172044 1,360,000.00 E15.500.00 147550000
10/1/2044 - 88.300.00 28,300.00
4/ 12045 1488, 000:00 gga0000 1,803.300.08
H 172045 - 8000080 60,000,008
4/E204% [, 470,000:00 £0,006.00 1.8530,000.00
LG/142046 - 30,600:00 34,600.00
/172047 1,535,000.00 36,600,060 1,560,600.00

Total: $28,320,000.00 $£19,415,580.06 $47,735,580.06

SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES
Source of Pavment

The Certificates evidence and reprosent proportionate interests in the right to receive Base Rental payments
required to be made by the City to:the Trustee under the Project Lease so long as the City Bag vge and oy of

the Leased Property. The Project Lease terminates on April 1, 2047, or upon the carlisr termination EiOn. faViet

of all.ot the Certificates in accordance with the Trust Agreement, unless extended upon the event of abaterient. See

HrrAbdtemient of Base Rental Peymenis” below.

2017 Reserve Account of the Reserve Fund and the Base Rental Fund established under the Tigst Agiss
including amounts transferred to the Base Rental Fund from other fimds and accounts, as provided in the Trusi
Agreement (including proceeds of the Certificates no longer needed to complete the Project or to pay costs of
execution and delivery of the Certificates); and (v) any additional property subjected to the lien of the Trust
Agreement by the City or anyonc on its hehalf, all subject only to the provisions of the Trust Agreement, the
Property Lease and the Project Lease. The City will pay to the Trustee the Base Rental payments to the extent
required under the Project Lease, which Base Rental payments are designed to be sufficient; in both tine and
amount, to pay, when due, the annual principal and interest evidenced and regresented by the Certificates.

Covenant to Budger

The City has covenanted i the Project Liease o take such action as may be necessary o include
Payieits 10 #8 aeniial bldget end to

atal

imposed by law,

If the City defaukts on its covenantiin the Project Lease to inchide all Rental Payinents in the
angual budgetand such default continiies foi
use-of such property; either re-let the Leased Property for the sccount of the City 'or miay vetain the Project Tisase and
hold the City Hable for-all Rental Payments enan annual basis.




BN ; ] EREAING S_CITY B BGET and A

“COMPREHENSIVE ANNUAL FB\IANCTAL RLPQR'F Oi;” THE CITY ‘ANEY COUNTY OF SA‘N FRANCISCO
FOR THE YEAR ENDED JUNE 30, 2016.” For a discussion of the Cify’s inveéstinent policy regarding pooled cash,
soe APPENDIX G ~ “Cl TY AND COLNTY OF SAN FRANCISCC OFFICE OF THE TREASURER-

other ameunts recew&d and reqmred to be éa;asssiaé therem m_(;_lliﬁlmg 1uvestment carnings. ’I‘he total Rental

Payment due in any Fiscal Year will not be in exosss of the total fair rental value of the Leased Property for such
Fiscal Year.

material damage to, d&ﬁmetmn of or Q{)ﬂdéﬁmnatlon 01' thc Lmﬂed Propesty, or ﬁiefccts in the title o the Lcmwd
Property, Base Rental payments are subject #0 abatement. Sge “— Abatement of Base Rental Paymenis™ below and
“CﬁRTAIN RISK ?ﬁ(’"’“{“ ORS—Abammem * The (}bligatim (?f the Cxty 0 maée;e; Base Rentai ;aayms:ms is payab

0 Budpet™ above.

Additioral Rental

; J  and expmses:::ef the "i‘rustaa iB
connection with the Trist Agreement drid aﬁ other fees, souts and expensesiof the Trusiee incurred froin time to tinié
in admipistering the Project Lgige and the Trust Agreement. The City is alse responsible for repair and maintetiance
of the Léaged Pioperty duriisg the term of the Project Lease.

ag obligation ¢o levy or piedge, or oy whieh the City has levied ov pledgeé, any form of taxzation. Neither the
Certificates nor the-obligation of thé City o make Base Rental or Additional Rental payments constitutes an
-wﬁebtedness of the Qii*y, the State gr any of its political subdivisi § tke menmng of any constitutiona

Abatement of Base Rental Payments

The Trustee will collect and receive all of the Bese Rental payments, dad all payments of Base Rental
received by the Trastee under the ijwt Lease will be deposited into the Base Remai Fand The Cﬁ:y £ nbizga&mn
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regarding rental abatement. Any abatement of Base Rental pagments could affect the City’s ability to pay debt
service on'the Certificates,

which there is substantial interference with the saht 1o the vse aid opcupancy of the Leased Property or any portion
thereof by the City, by reason of muterial ‘damage, destuction or condeninativn of the Lessed Property: oz any
portion thereof, or due to defects in title fo the Leased Property, or due to noncomplatdon 6F gry podits thereof,
except to the extent of (i) available amounts held by the Trustee in the Base Rental Fund or in the 2017 RBserve
Account of the Reserve Fund, (if) amounts, if any, received in respect of rental Irgerrupiion TasurnGe and
(i) amounts, if any, otherwise legally availible to the City for Rental Payments or to the Frustee for gAYy in
respect of the Certificates. The sniount of atinual rental abatement will be such that the resulting Rental Paynsents in
any Project Lease Year during which such daterference continues do not exceed the annual fair reniaf value of the

portions of the Leased Property with respect (o which there has not bsgn substantial interference. Abatemesnt of

The City’s obligation under the Project Lease to make Rental Payments will be abated dwing any period in

otcupancy or possession is restored. In the event of abatement, the term of the Project Lease may be extended until
all amounts due under the Project Lease and the Trust Agreement are fully paid, but in no event later than April 1,
2057. See “CERTAIN RISK FACTORS—Abatement.”

In order to mitigate the risk that an abatement event will cause a disruption in payment of Base Rental, the
Project Lease requires the City to maintain rental interruption insurance throughout the term of the Project Lease in
an amount fiot fess than the aggregate Base Rental payable by the City pursuant to the Project Lease for a period of
at least 24 months. See "—Insurance with Respect to the Leased Property” below. During any period of abatement
with respect to all or any part of the Leased Property, the Trustee is required fo use the proceeds of the -rental
Imterruption insurance to make payments of principal and intersst evidenced and represenied 'by e Cerlificates.
The City is also vequired by the Project Liease to replace or repair Dsased Properiy dostoved or dimagés fo e
extent that there is substantial interference with the City’s use and oecupancy, of (o prépay Certificates slich that
resulting Rental Payments are sufficient to pay all amounts dae under the Project Lease and the Trost Agresmant
with respect to the Certificates remaiming Gutstanding, See “-Replacement, Maintenance and Repairs” below. In
lieu of abatement of Rental Payinents, the Gity in ifs sole discretion may elect, but is not obligated; to substiiute

property for the damaged, condemmed or déstroyed Leased Property, or portion théreof, pursuant fo the substitution

provisions of the Project Lease. Se¢ “—Addition, Release and Substitition of Leased Property” below. In adéfition,

the Trust Agreement establishes 4 2017 Resgrve Account of thie Reéserve Find and réqiires the Trustee to use.any

moneys en deposit in the Reserve Fund to make payments of principal and interest represesitod By fhe Cetfificates.
See “Reserve Fund] 2017 Reserve Account,” below.

Reserve Fund; 291 T Reserve Acbdumnt

The Trust Agreement establishes a Reserve Fund that will be held by the Trustee, and within the Réserve
Fund, there is created a 2017 Reserve Account to be held by the Trustee. The 2017 Reserve Account will only be
available to support payments of the principal and interest components of Base Rental evidenced and represented by
the Certificates. Simultaneously with the delivery of the Certificates, the City will cause 4o be deposited into the
2017 Reserve Account of the Reserve Fund e¢stablished under the Trust Agreement a portion of the proceeds of the
Certificates, which amount will be at least equal to the Reserve Ruguirament. The Reserve Regiiirement means;
with respect to the Certificates, as-of any date of calculation by the City, () 10% of the initial pringipdl amonst
evidenced by the Certificates {or, for any issue price having more than a de minimis zmount of original isgie
discount or premium, the issue price of such Certificates); (i 100% of the maximum snmueal Base Remtal; o (i)
125% of the averdge annual Base Rental evidenced by the Certificates payable in each Fiscal Year hetween the date
of caleulation and the last Certificate Payment Date of the Certificates. The Reserve Requirement for a seriey of
Additional Certificates shail be' determinediin 2 supplément to the Trust Agreement entered into in connection: with

such Additional Certificates. 'The Reserve Requitement shall'be applied separately % each series of Certificates or
on an-aggregate basis if the Reserve Fund of any account therein seoures miore than one series of Uertificates on &
patity basis. ‘As of the date of delivery of the Certificates, the Reserve Requirsmsnt is $1,593,955.

The Reserve Fund is required to besmaintained by the Trustee il the Base Rental is paid i full pustant

to'the Project Liease or until there are no longer any Certificates Outstanding; provided, however, that the il Base
Renlal pavinent may, at the City’s option, be:paid fom the Reserve Fund.

i1



: i e Fund, pr' :
resuit in the reduct;on or mthdrawal of any ratings by any Rating Agency with respect to the Certificates at the time
of such substitution (and the City will 5iotify each Rating Agency prior to makingany such substitution), and (i) the
Trustee will receive dn opmmn of 1ndepcndcnt Counsal statmg that such subsﬁtutlon will no«g by ifself, adversely

EEility will be for the term of the Cemﬁcatas Amounts omn: éﬁposat in t}ze Re i’
hias been substituted will be transferred as directed in writing by a City Representative,

Ifon any Interest Payment Biate the amounts on deposit in the Base Rental Fund are less than the principa]

will munﬁdlafﬁfy pmwde written notice to the Clty of the amount and the datc of such mmsfm‘

Any moneys in the Reserve Pund in exeess of the Reservie Réfuirement on each April 1 and ‘QOctober 1,
uommencing ber 1 291‘? and-at such other timg or ﬁmes as dirwt:d by the City, will'be transferred tothe Base
¢ '%’:;d aﬁd reprﬂse;}ted l:ty the ("lertiﬁcamﬁ

R{aserve Fund may be estahlfshed fm‘ g o more series of &ddluonal Certlﬁcm:s

Replacement, Maintenance snd Repairs

Fap
thereof is damaged or dﬁstmyeci, the City must elect to either prepay the Certificates or replace or repair the affecied
portion of the Leased Property in accordance with the Project Lease. Under the Project Lease, the City must replace
an pomon of tha

-thgt the City is nat mquired 1o repair or re;aia,ce any such par%;on of the Leasgd Pruperty tf there ate app]ied o fhe
preépavinent of Outstanding Certificates insurance or condemnation proceeds of other legally available funds that-are
sufficientto prepay: (i) all.of the Cértificates Qutstanding and to.pay all'other amounts due under the Project Lease
and underthe Tmst Agneeme:m or (n} any portlon of the Certificates such that the result:ng Rental Payments payable
in any Prgj
ngect

‘payable in such Pfegem Lease Year ch APPEND
LEGAL DOCUMENTS-THE PROJECT LEASE.”

and -Additional Certificates and may be provided by the contractor ‘under the construction: contract for such
Facilitiesy: (i) general Hability insurance against damages occasioned by constructiun of improvemems to. or
erparatlﬁn of the 1med Property with:mi

' propirty damage per-occurence,
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practicable, loss or damage by fire, lightning, explosion, windstorm, hail, riot, civil gommation, 'vandalism,
malicious mischief, aircraft, vehicle damage, smoke and such other hazards as are normally covered by such
insyrance; (iii) boiler and machinery insurance, comprchensive form, insuring against accidents to pressure vessels

proceeds of Additional Cextificates, builders® risk msurance (v an amount egual to the Tesser of the princip Hownt
evidenced dnd représenied by the Addstional Certificates, or the replacement cost of such Facilities, which insurance
will b outstanding until Fital Completion-of soch Facilities: Bxoept ag provided above; alb policies of insurance

required under the Project Lease may provide for a deductible dmount that i& commercially reasonable as
determined by the City Risk Manager,

The Project Lease further requires.the City to maintain earthquake insurance in an amount equal to the
principal amount evidenced and represented by the Outstanding Certificates (to the extent commercially availabile, in
the judgment of the City’s Risk Manager); provided that no such earthquake insurance is required if the Risk
Manager files a written recommendation -annually with the Trustee that such insurance is not obtainable in
reasonable amounts at reasonable costs on-the open market from reputable insurance companies, Based upon
current market conditions and the recommendations of the Risk Manager of the City, the City has determined not to
obtain earthquake insurance as of the date ofthis Official Statement.

INSURANCE AND TITLE INSUBRANCE.
Eminent Dotngin

If all of the Leased Property, or so much thereof as to render the remainder of the Leased Property unusable
for the City's purposes under the Project Lease, is taken under the power of eminent domain: (i) the City may, at its
option, replace the Leased Property ot (ii) the Project Lease will terminate and the proceeds of any condémnation
award will be paid to the Trustee for application to the prepayment of Certificates. If less than a substantial portion
of the Leased Property is taken under the power of eminent domain, and the remainder is useable for the City’s
putposes, the Project Lease will continue in full force and effect as to the remaining portions of the Leased Property,

sulbrject only to its rettal abatement provisions. Any condemmnation award will be paid to the Trustee for application
to the replacement of the portion of the Léased Property taken or to the partial prepayment of Certificat
APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMEN

AGREEMENT-Eminent Domain™ and “THE PROJECT LEASE--Baiinent Do,
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Additional Certificates

The City may, from time to time amend the Trust Agreement and the Project Lease to authorize one or
riiste series of Additional Certificates secured by Base Rental payments under the Project Lease on a parity with the
Outstanding Certificates, provided that, among other requirements, the Base Rental payable under the anignded
Project Lease is sufficient to pay all principal and interest evidenced and represented by the Oiitstanding Certdfisates
and such Additional Certificates, and that the amendéd Base Rental is not in exceéss of the fair rental value of the

Leased Premises.

THE LEASED PROFPERTY

Francisco Police Department: (1) the Mission Station; and (2) the Northern Station.
Mission Station

The Mission Station is housed in & 24,800 square foot, two-story building on a one-acre lot located at 630
Valencia Street in the Mission District of the City, just over a mile from City Hall. The Mission Station was
reconstructed in 1994 as a base of operations for police protection and emergency response services for the Mission;
Castro, and Nee Valley neighborhoods of the City.

The Mission Station currenily supports approximately 157 police officers and staff and up to 22 detainees.
The building also houses the Station Investigation Team, consisting of approximately 12 staff members, and the
Community Engagement Division, consisting of approximately 26 staff members. The construction type of the
building s momentsresisting structural steel frame with concrete masonry walls on .a concrete slab-cin-grade
foundation, supported by native sandy soils with engineered fill. The building contains office space, 3 tegeption
area, community meeling room, detention facilitics, and storage. The site also includes storage areas and parking,
The station was built in compliance with thén-applicabie State and City building codes for:essential faciliies. The

City’s Director of Real Estate has estimated thiat the value of the Leased Property is approximately $9.9 millien.

to T994. Two niew fuel storage tanks were installed in 1994, A 1998 environmental assessment concluded that no
further hazards remediation was necessary, that the two underground fuel storage tanks showed no indigation of
leakage, and no other recognized environmental conditions were identified.

Construction of the Mission Station was originally funded from general obligation bonds approved by the
voters of the City in November 1987. The leased property was then made subject to a project lease securing a series
of certificates of participation in 1999 which has since been repaid in full, resulting in termiination and release of the
lease. City title in this portion of the Leased Property is unencumbered as of the date of this Official Statement.

Northern Station

The Nerthern Station is housed in a 17,200 square foot, one-story building on a one and halfxacre lot
loeated at 1125 Fillimore Street in the Fillmore District of the City, approximately one mile from City Hall: The
Notthern Station was otiginally constructed in 1951 and renovated in 1987 as a base of operations for police
protection and emergency response services for the Western Addition, Pacific Heights, Japantown, Polk Gulch,
Russian Hill and the Marina neighborhoods of the!City.

The Northern Station currently sugiports approxitately 152 police officers and staff and up-to 10 detainees.
The construction type of the building is unteinforced brick masonry bearing and shear walls at the exterior perimeter
with a timber framed flexible roof diaphragm. The building contains office space, a reception area, detention
facilities, and storage. The site includes parking, maintenance and support areas. The station was built in
compliatice with then-applicable State and City building codes for essential facilities. The City’s Director of Real

Estate has estimated that the value of the Lieased Property is approximately $19.8 million.
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The leased property was made subject to a site lease securing a series of certificates of participation in 2010
The site lease was amended in 2016 and the leased property was released from the amended site lease. City title in
this portion of the Leased Property is unencumbered as of the date of this Official Statement.

THE PROJECT

consisis of demolishing and replacing veverely deteriorssed public housing 'sites fo oréate & sugtaiiab!

income comimunity with neighborhood retail, community facilities, parks and plavprounds, in sddition to 750 new
housing units consistitg of 267 public housing units (replaced on'a onesfor-one basis), ae well sy marketeate and
affordable remtal and ownership housing: The total estimated costoof all phases of the project:is $45 )
Congtruction of Phiase 1 commenced in eadly 2010 and wiis conipleted in stinmier 2013, Phase 1Y construction of
infrestructure and multifamily rental buildings began in fali 2014 and is expected to be completed in summer 2017,
Phase I1 is scheduled to begin construction in winter 2018 with expected completion in fall 2020. Phase I11, like all
phases, will nltimately include not only new housing, but also new streets, pedestrian walkways, open space, sewers,
lighting and other necessary infrastructure; Phase I and Phase TTA are managed by the Office of Community
Investment and Infrastructure, in partnership-with the Mayor’s Office of Housing and Community Development and
the San Francisco Housing Authority. Phase IIB and Phase Il are managed by the Mayor’s Office of Housing and
Community Development, in partnership with the San Francisco Housing Authority. Funding will be provided from
several sources, including the Mayor’s Office of Housing and Community Development, the San Francisco Housing
Authority, private developers and the sale of market rate homes, the federal government (including direct subsidies

ent, by

potentiol invesiors in.evaliating the risks inherent in the purchase of the Ceriificates, The Jollowing discussion i
#ol it 10 be & compreliensive or definitive list of the risks associated with.an iivestment in the Cerlificates: The
orderin which this' information is preseisd does ot nocsssarily reflant the velative importavioe of bhe Yeirious issues.
Ay one or more of the visk factors discussed below, among others, cowld lead 1o a decrease in the market value
and/or in the lguidity of the Certificates. There can be no assurance that other visk factors not discussed hevein will

not become material in the future.

Rental Payments Not a Dbt of the City
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Additional Obligations

Subject to certain Charter restrictions, the City may incur other obligations, which may constitute
additional charges against its revenues, without the consent of the Owmers of the Certificates. To the extent that the
City incurs additional obligations, the funds available to make payments of Base Rental may be decreased. The City
is currenily liable on other obligations payable from its general revenues. See APPENDIX A — “CITY AND
COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES—CAPITAL FINANCING AND
BONDS-—Lease Paviiénts and ‘Othier LongTerm Obligations™, “—~Board Authorized and Unissued Long-Term
Obligations,” aid ““—Overlapping Debt.” Seealso APPENDIX B — “COMPREHENSTVE ANNUAL FINANCGIAL
REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR THE YEAR ENDED TUNE 30, 2016.”

Abatement

‘The obligation of the City under the Project Lease to make Base Rental payments is in consideration forthe
use and right of cecupancy of the Leased Property.

The Project Lease provides that if an event occurs which subjects the City’s Base Rental payment
obligation to abatement, the amount of annual rental abatement will be such that the resulting Rental Payments in
any Project Lease Year during which substantial interference with the City’s use of the Leased Property continues
(excluding amounts held by the Trustee in the Base Rental Fund and the Reserve Fund, proceeds of rental
interruption insurance, and other lawfully available moneys of the City) do not exceed the annual fair rental value of
the portions of the Leased Property with respect to which there has not been substantial interference, as evidenced
by a certificate of a City Representative. Such abatement will continue for the period commencing with the date of
damage, destruction, condemnation or discovery of title defect, and ending with the restoration of the Leased
Property or portion thereof to tenantable condition or correction of the title defect; and the term:of the Project Liease
will be extended by the period during which the rental is abated under the Project Lease, but in no event beyond
April 1, 2057

Lease or at the time of the abatement or may be adjusted during an event of abatement. Upon abatement, it may be
that the value of the Leased Property is substantially higher or lower than its value at the time of execution and
delivery of the Certificates. Abatement, therefore, could have an uncertain and material adverse effect on the
security for and payment of the Certificates.

If damage, destruction, condemnation or title defoct with respect to the Leased Property or any portion
thereof results in abatement of Base Rental payments and the resulting Base Rental payments, together with-moneys
in the 2017 Reserve Account of the Reserve Fund and any available insurance proceeds and other moneys available
under the Trust Agreement, are insufficient to make all payments evidenced and represented by the Certificates
during the period that the Leased Property, or pertion thereof, is being restored, then all or a portion of such
payments may not be made and no remedy is available to the Trustee or the Owners under the Project Lease of TSt
Agreement for nonpayment under such circumstances. Failure to pay principal, premiiim, if any, or iiterest
evidenced and represented by the Certificates as a result of abatement of the City”s obligation to make Rental

Payments under the Project Lease is not an event of default under the Trust Agreement or the Project Lease.

Wotwithstanding the provisions of the Project Lease and ‘the Trust Agreement specifying the extent of
abatement of Base Renfal and the application of othier funds in the event of the City’s failure to have use and

possession of the Leased Prapetty, such provisions may be superseded by operation of law, and, in such:event; the
resulting Bise Rental payments of the City may not be sufficient to pay all of the remaining principal and interest
evidenced and vepresented by the Certificates:

&

16




2017 Reserve Account

At the time of delivery of the Certificates, proceeds of the Certificates in the amount of $1,593,955 will be
deposited in the 2017 Reserve Account of the Reserve Fund. In the event of abatemeant or default, the amounts on

abaterment or default,

Limited Recourse on Default; Redetting of the Leaved Property

The Project Lease and the Trust Agrectnent provide that, if there is a default' by the City, the Tris
subject to applicable laws regarding use of such property, take possession of and re-let the Leased Prope
account of the City. The Leased Property is unigne and re-letting might prove to be diffieult of imgo
addition, the Project Lease provides that thé Teased Property may only bereslet for purposes of 4 police stati
accordance with the original bond measure that financed the Eeased Property. The amounts received fromeany such
re-letting may be insufficient to pay the scheduled principal and interest represented by the Certificates when due,
and the City is not required by the Project Lease or the Trust Agreement, and cannot be compelied, to replenish the
2017 Reserve Account to the Reserve Fund Requirement. In addition, the Trust Agreement provides that no
remedies such as re-letting may be exercised so as to cause the interest evidenced and represented by the Certificates
to be includable in gross income for federal income tax purposes or subiect to State personal mcome taxes. The
enforcement of any remedies provided for in the Project Lease and in the Trust Agreement could prove to'be both
expensive and time consuming,

The Project Leasc provides that any remedies on default will be exercised by the Trustee.
opcirende ‘and continuance 6F the 'Cty'y Billure 16 depodil with the Trustee any Base Rental apdior

Enforcement of Remadies

The enforcement of any remedies provided in the Project Lease and the Trust Agreement could prove both
expensive and time consuming. The rights and remedies provided in the Project Lease and the Trust Agreement
may be limited by and are subject to the limitations on legal remedies against cities and counties in the State,
including State constitutional limits on expenditures, and limitations on the enforcement of judgments against funds

needed to serve the public welfare and intefest; by federal bankruptoy faws, as now or hereafler enscted; applicable

bankrugtey, insolvency, reorganization, métatoritim, o similar laws relating (o ot affécting the enforcement of

........

creditors” rights generally, now or heveafterin sffect; equity principles which widy Hit the specific enfércéinent
under State Iaw of certuin remedics; the exereise by the United States of America of the powers delegat

the Constitution; the reasonable and necessary exercise; in certaln exceptional ‘situations, of the police.povers

inhevent in the soversignty of the State and its governmental bodies in the interest of serving u significant and
legitimate public purpose, and the limitations on remedies against municipal corporations in the State. Bankraptey
proceedings, or the exercise of powers by the federal or Stale government, if initiated, conld subject the Owners of

the Certificates (b judicial discretion and intérpretation of their rights in bankyupicy or otherwise, and vonsequently
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or affecting creditors' rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cases, and to the limitations on legal remedies against charter citics and counties in the State. See
“CERTAIN RISK FACTORS—Bankruptey” herein.

Ne Acceleration en Defanlt

In the event of a default, thete is no remedy of acceleration of the Base Rental payments. Certificate

interest.
Release and Sabstitution of the Lieased Property

The Project Lease permits the release of portions of the Leased Property or the substitution of other real
property for all or a portion of the Leased Property. See APPENDIX C — “SUMMARY OF CERTAIN
PROVISIONS OF THE LEGAL DOCUMENTS—The Project Lease—Addition, Release and Substitution.”
Although the Project Lease requires that the substitute property have an annual fair rental value upon becoming part
of the Leased Property equal to the maximum annual amount of the Base Rental payments temaining due with
respect to the Leased Property being replaced, it does not require that such substitute property have an annual fair
rental value equal to the total annual fair rental value at the time of replacement of the Leasad Property or pertion
thereof being replaced. In addition, such replacement property could be located anywhere within the City’s
boundaries. Therefore, release or substitution of all or a portion of the Leased Property could have an adverse effect
onthe security for the Certificates.

{ity Long-Term Challenges

The following discussion highlights: certain long-term challenges facing the City and is not meant to be an
exhisustive discussion of challenges facing the City. Notwithstanding the City’s strong economic and financial
perfotmance during the recent recovery and despite significant City initiatives to improve public transpo ioh
systems, expand access to healthoare and modernize parks and libraries, the City faces several long-term cial
challenges and risks described below:

As a result, over $10 billioh in dapital néeds are deferred from the capital plan’s ten-year horizon, Over twosthirds of
these unfunded needs relate to the City’s transportation and waterfront infrastructure, where state of good repair
investment has lagged for decades. Mayor Edwin Lee has convened a taskforce to recommend funding mechanisms
and strategies to bridge a portion of the gaps in the City’s transportation needs, but it is likely that significant
funding gaps will remain even assuming the-identification of significant new funding resources.

In addition, the City faces long term chaflenges with respect to the management of pension and post-
employment refirement obligations. The City has taken significant steps to address long-term unfunded linbilities for
employee pension and other post-cmployment benefits, including retiree health obligations, yet significant liabilities
remain; In recent years, the City and voters have adopted significant changes that should mitigate these unfunded
liakiilities over time, including adoption of lower-cost benefit tiers, inoreases to employee-and employer contribution
requirements, and establishment of a trust fund to set-aside funding for future retiree: health costs. The financial
benefit from these changes will phase in over time, however, leaving ongoing financial challenges for the City in the
shorter term. Further, the size of these liabilities is based on a number of assumptions, including but riot lirkited to
assumed investment returns and actuarial assumptions. Tt is possible that actual results will differ materially ‘from
current assumptions, and such changes in investment retiris or other actuarial assumptions could increase budgetary

pressures on the City.

Lastly, while the City has adopted a number of measures to better position the City’s operating budget: for

future economic dewnturns, these measures may not be sufficient. Economic stabilization reserves hawe: grown
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significantly during the last four fiscal years and now exceed pre-recession peaks, but remain below adopted target
levels of 10% of discretionary General Fund revenues.

Risk of Sea Level Changes and Flooding

In'May 2009, the California Climate Change Centerreleased a final pager; for mformations] plrp
which was funded by the Califorsiia Energy Commission, the California Environmental Protection Ap
Metropolitan’ Transportation Commission, the California Department of Transporiation and the Califo E
Protection Comeil. The tite of the paperis “The Impacts of Sea-Level Rise on the California Coast” The paper
posits that increases in sea level will be a-significant consequence of climate change over the next century. The
paper evalvated the population, infrastructure, and property at risk from projected sea-level rise if no aciions are
taken to protect the coast. The paper concluded that significant property is at risk of flooding from 100-vear flood
cvents as a result of a 1.4 meter sca level rise. The paper further estimates that the replacement value of this property
totals nearly $100 billion (in 2000 dollars). ‘Two-thirds of this at-risk property is concentrated in San Francisco Bay,
indicating that this region is particularly vulperable to impacts associated with sea-level rise due to extensive
development on the margins of the Bay. A wide range of critical infrastructure, such as roads, hospitals, schools,
emergeney facilities, wastewater treatment plants, power plants, and wetlands is also vulnerable. Continued
development in vulnerable areas will put additional assets at risk and raise protection costs.

The City is unable to predict whother seaslevel rise ov. otlies iripadt ol dlisate ohange or Soodi

major stormy will oceur, when they may oceur, and if any such events occir, whather they will Kave a nisterial

adverse ¢fiect on the business operations or fnancial vondition of the City and the local sconomy,

Selsric Risks

f thie
City's border, and the Hayward Fault, which runs under Oakland, Berkeley and other cities on the eastsideof San

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. On August 24, 2014,
the San Francisco Bay Area experienced a 6.0 earthquake centered near Napa along the West Napa Fault. The City
did not suffer any material-damage as aresult of this carthquake.

In March 2015, the Working Group on California Earthquake Probabilities (2 collaborative effort of the
U5, ‘Geological Suivey (U.S.G:8)), the California Geological Swrvey, and the Southers Califsenia Earthiguake
Center) reported that there i5 2 72% chance that one or more quikes of about magnitude 6.7 or larger will osewr in
the San Francisco Bay Area before the year 2045, Such earthquakes may be very destructive. In addition to the

In early 2016, the Port Commission of the City and County of San Francisco {the “Port Commigsion™)

commissioned an earthquake vuinerability study of the Northern Waterfront Seawall (the “Seawall”), The Seawalt
wais constructed over 100 years ago and sifs on reclaimed land, rendering it vulnerable to seismic risk. The Seawall

provides flood and wave protection 1o doWhtown San Francisco, and stabilizes hundreds of acres of filled Jand.

Proliiinary findings of the stady thdicats t%mt a strong carthquake may cause most of the Seawallto setile and-move

outward toward the Bay, which would significantly incresse eastliquake damiage and disrustion along the waiterfront,
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The Port Commission estimates that seismic retrofitting of the Seawall could cost as much as $3 billion, with
another $2 billion or more needed to prépare the Seawall for rising sea levels. The study estimates that
approximately $1.6 billion in Port assets and $2.1 billion of rents, business income, and wages are at risk fom nrajor
damage to the Seawall,

The Leased Property is located in the City and therefore also within a seismically active region: The
obligation of the City to make payments of Base Rental may be abated if the Leased Property or any improvements
thereon are damaged or destroyed by natural hazard such as earthquake or flood. 'The City is not obligated under the
Project Legse to maintain carthquake insarance on the Leased Property so long as the City's Risk Manager

determines that such insurance is not obtaindble in reasonable amounts at reasongble costs on the open market from
reputable insurance companies, and the City does not expect to obtain earthquake insurance.

Climate Change Regulations

The U.S. Environmental Protection Agency (the “EPA”) has taken steps towards the regulation of
greenhouse gas (“GHG”) emissions under existing federal law. On December 14, 2009, the EPA made an
“endangerment and cause or contribute finding” under the Clean Air Act, codified at 40 C.F.R. 1. In the finding, the
EPA determined that the body of scientific evidence supported a finding that six identified GHGs — carbon dioxide,
methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride — cause global warming, and
that global warming endangers public health and welfare. The EPA also found that GHGs are a pollutant and that
GHG emissions from motor vehicles cause or contribute to air pollution. This finding requires that the EPA regulate
emissions of certain GHGs from motor vehicles.

Regulation by the EPA can be initiated by private patties or by governmental entities other than the EPA.,
On July 11, 2008, the EPA issued an Advanced Notice of Proposed Rulemaking {the "ANPR”) relating to GHG
einissions and cliniate change. The final rale, the Mandatory Reporting of Greenhouse Gases Rule (74 FR 56260),
requires reporting of GHG data and other relevant information from large stationary sources and electiicity.and fuel
suppliers.

Tn addition to these regulatory aciions, other laws and regulations limiting GHU emissions have been
adopted by a number of states, including the State, and have been proposed on the federal fevel, The State passed
Assembly Bill 32, the “California Global Warming Solutions Act of 2006,” which requires the Statewide level of
‘GHGs to be rediced fo 1990 levels by 2020. On October 20, 2011, the California Air Resources Board (“CARB”)
made the final adjustments to its implementition of Assembly Bill 32: the “California Cap-and-Trade Program™ (the
“Program™) which was implemented in Jamuary 2012. The Program covers regulated entities emitting 25,000
mettic tons of carbon dioxide ‘equivalent (MtCO2¢) per year or more and entities: in: certain listed industries,
including major industrial sources, electricity generating facilities, and fuel suppliers. Non-covered entities are
encouraged to opt-in and voluntarily participate in the Program. It is expected that the Program will result-inrising
electricity and fuel costs, which may adversely affect the City and the local economy.

The City is unable to predict what additional federal or State laws and regulations with respect to GHG
emissions ot other environmental issues (including but not limited to air, water, hazardous substances and waste
régilations) will be adopted, or what effects:such laws and regulations will-have -on the City -or the local economy.
Thie effects, however, could be material

Other Events

Seismic events, wildfires, tsunamis, and other natiral or man-made events such as cybersecurity breaches
may damage City infrastructure and adversely impact the City’s ability to provide municipal services. For @ firple,
in November 2016, the San Francisco Mitinicipal Transportation Agency (the “SFMTA™) was subjected to a
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As another example, in August 2013, 2 massive wildfire in Tuolumne County and the Stanislaus National

Fotest burned over 257,135 acres (the “Rim Fire”), which area included portions of the City’s Hetch Heichy Project.
The Hetch Hetchy Project is comprised of dams (including O°Shaughnessy Dam), reservoirs (including: Hetch
Hetchy Reservoir which supplies 85% of San Francisco’s deinking water), hydroslsctric. genéfator and transmission
facilities and water transmission fagilities. Hetch Hetchy facilitiey affscted by the Rim Fire included power
generating stations and the southeri edge of the Hetch Hetchy ' Reservoir, Thire was 66 indpact (o diinking waler
ACISC0

Public Utilities Commission o spend- approximately $1.5 million buying power on the open marke: sid using
of the

quality, The City’s hydrocisctric power generation system was tnissnuptsd by the firg, foreing tie San B

existing banked energy with PG&E. The Rim Fire milicted approximstely 340 million in demage to p
City’s water and power infastrictive locatéd in the reglon, In'Seplember 2010, a Pacific Gus and Elsetrie

Hisk Mansgement and Insurance

The Project Lease obligates the City to maintain and keep in force various forms of insurance, sibject to
deductibles, on the Leased Property for repair or replacement in the event of damage or destruction to the Leased
Property. The City is also required to maintain rental interruption insurance in an amount equal to but not less than
24 months Base Rental payments. The Project Lease allows the City to self-insure against any or all risks, except
rental interruption and ftitle defects, through-an alternative risk management program such as its risk management
retention program. The City expects to self-insure for all hazards for which the Project Lease permits self-nsurance.
The City makes no representation as to the ability of any insurer to fulfill its obligations under any insurance policy
provided for in the Project Lease and no sgsirance can be given 4510 the adequacy of any such indliran
necessary repair or replacement or to pay principal of and intetest evidenced and represented by the CEHIRGAES
when-due,

The:City employs: a full-time Rmk Manager, ‘a5 well ae safety and loss control professionals, for the
prevention and mitigation of property, liability and employee claims for injury or damage, For information
concerning the selfvinsurance and risk management programs of the City see APPENDIX A « ¢ AND

RISK

COUNTY OF SaN FRANCISCO OROGANIZATION AND FINANCES-LJITIGATION

Siate Law Limitations on Appropristions

Article K Boof the State Constitwtion limits the amount that local povernmetits can appropriate aifially.
The ability of the City to make Base Rental payments may be affected if the City should exceed its appropriations
limit. The City does not anticipate exceeding its appropriations limit in the foresceable future. See APPENDIX A —
*CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES—CONSTITUTIONAL AND
STATUTORY LIMITATIONS ON TAXES AND EXPENDITURES—Arlicle XIIB of the California
Constitution.”

Changes ip Law

sill mot
efthe

Tunds legally available to the City to- make Base Rental payments. See, for example, APP X A= PCOITY
COUNTY OF SAN FRANCIZCO OROGANIZATION AND FINANCFL-OONSTTUTIONA
STATUTORY LINITATIONS ONTANES AND EXPENDITURES - Arkicles X & and %I D ofithe

Canigtitution ™

rincipal and nterest evidenced and represented by the Certifisate

may beadversely alfecied by actions taken for notdaken) by voters. Under the State Constitution, the vote
Staie have the ability to initiate legislation-and require a public vote-on legislation passed by the State L
thirough the powers of initiative and referendum, respectively. Under the City’s Charter, the voters of the
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restrict ot revise the powers of the City through the approval of a Charter amendment. The City is pnable to predict
whether any such initiatives might bie submitted to or approved by the voters, the nature of such initiatives, or their
potential impact.on the City.

Bankvrapicy

rights and remedies in the Trust Agreement and the Project Lease may be limited and are subject to the provisions of
federal bankruptcy laws, as now or hereafier enacted, and to other laws or equitable pringiples that may affect the
enforcement of creditors' rights. The legal opinions to be delivered conciurently with the delivery of the Certificates
will be qualified, as to the enforceability of the Certificates, the Trust Agreement, the Project Lease and other related

documents, by bankruptcy, insclveney, reotganization, moratorium, atrangement, fraudulent conveyance and other
laws relating to or affecting creditors’ rights, to the application of equitable principles, to the exercise of judicial
discietion in dppropriate cases, and to the limitations on legal remedies against charter cities and countics and non-
profit public benefit corporations in the State. See “CERTAIN RISK FACTORS—Enforcement of Remedies™.

The City is authorized under California law to file for bankruptcy protection under Chapter 9 of the United
States Bankruptcy Code (Title 11, United States Code) (the “Bankruptcy Code”), which govems the bankruptcy
proceedings for public agencies such as the City. Third parties, however, cannot bring involuntary bankrupicy
proceedings against the City. If the City were to file a petition under Chapter 9 of the Bankruptcy Code, the rights
of the Owners of the Certificates may be materially and adversely affected as follows: (i) the application of the
automatic stay provisions of the Bankruptcy Code, which, until relief is granted, would prevent collection of
payments from the City or the commencement of any judicial or other action for the purpose of recovering or
collecting a ¢laim against the City and could prevent the Trustee from making payments fiom funds in its
possession; (i) the avoidance of preferential transfers occurring during the relovant period prior to the fitisg of'a
bankruptey petition; (iii) the existence of unsecured or secured debt which may have a priority of payment superior
to that of Owners of the Certificates; and (iv) the possibility of the adeption of a plan (an “Adjustment Plan™) for
the adjustment of the City’s various obligations over the objectionis of the Trustee or all of the Owners of the
Certificates and without their consent, which Adjustment Plan may restructure, delay, compromise or reduce the
amount of aiy ¢laim of the Owners of the Certificates if the Bankruptey Court finds that such Adjustment Blan is
“fair and equitable” and in the best interests of creditors. The adjustment of similar obligations.is currently being
litigated in federal court in connection with bankryptey applications by the cities of San Bernardino and Stockton.

The Adjustment Plans in these cities propose significant reductions in the amounis payable by the citics under lease

tevenue obligations substantially similar to the Certificates. The City can provide no assurances about the gitponie
of the bankruptcy cases of other California municipalities or the nature of any Adjustment Plan if it were to file for

In addition, if the Project Lease was determined to constitute a “true lease™ by the bankruptcy court (rather
than a financing lease providing for the extension of credit), the City could choose to reject the Project Lease despite
any provision therein that makes the bankruptcy or insolvency of the City an event of default thereunder. If the City
rejects the Project Lease, the Trustee, on behalf of the Owners of the Certificates, would have a pre-petition
unsecured claim that may be substantially limited in amount, and this claim would be treated in a manner under an
Adjustment Plan over the objections of the Trustee or Owners of the Certificates. Mareover, such rejection would
terminate the Project Liease and the City’s obligations to make payments thereunder. The City may also be

State of California Financial Condition

The City receives a significant portion of ifs funding from the State, The City’s fiscal year 2016-17 Adriil
Appropriation Ordinance projects that approximately $679.4 million or 14.5% of the City’s $4.7 billion Geneéral
Pund revenues will come from State sources. See APPENDIX A - “CITY AND COUNTY OF SAN FRANCISCO
GRGANIZATION AND FINANCES—CITY BUDGET—Impact of the State of California Budget on Local
Finances.”
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Changes in the revenues received by the State can affect the amount of funding, if any, to be received from
the State by the City. The Ciy cannot predict the extent of the budgetary problems the State may encounter in this
or in any future fiscal years, nor is it clear what measures could be taken by the Slate to balance its budget, as
required by law. In addition, the City cannot predict the outcome of any elections Impacting fiscal mifters, the
outcome of fisture State budget negotiations, the impuct thar suck budgets will bave on its fanices and operationg o
what actions: will be taken in the future by the State Legislature and Governor to deal with changing State FEvenges

and expenditures. Cutrent and fature State Budgets will be affected by national and State evsnemic conditions and
other fastors, including the cuirrent economic downturn, over which the City has no control;

Federal Funding

programs. A portion of the City’s assets are also invested in securities of the United States government. TheCitys
finances may be adversely impacied by fiscal matiers at the federal level, including bus niot Hrvited to cuts fo federat
spending. Changes to or termination or replacement of the Affordable Care Act, for example, could increase coste
to the City, and the City’s financial condition may also be impacted by the withholding of federal grants or other
funds flowing to “sanctuary jurisdictions” or suspension or termination of federal grants for transporiation.or other
projects.

On March 1, 2013, automatic spending cuts to federal defense and other discretionary spending {referred to
as “sequestration”) went into effect, and Congress was unable to enact a regular budget or a continuing resolution
for the 2014 fiscal year, which began on October 1, 2013, As a result, certain appropriations lapsed on October 1,
2013, and the United States federal government entered a partial shutdown with furloughs of certain federal workers
and suspension of certain services not exenypted by law until Qetober 16, 2013, Amoiig other ittipicts, the CiY's
receipt of federal subsidies for the interest payments on its obligations issued 25 “Build America Bends® was
defayed (the City’s payment of interest on such obligations s not dependent upos federal subsidies and wéis niot
sdversely affected by such delay). The City cannot predict the outcome of future federal budget deliberationg
APPENDIX A - “CITY AND COUNTY IOF SAN FRANCISCO ORGANIZATION AND FINANCES: i
BUDGET—Impict of Federal Government on Local Finances.” See dlso APPENDIX A - “C1TY AND cOUNTY
OF SAN FRANCISCO ORGANIZATION AND FINANCES—OTHER CITY TAX REVENUES” and “-—

EVESTMENT OF CITY FUNDS.

Other

this section.
TAXMATTERS

The following discussion is a summary of the principal United States Federal income tax consequeniccs of
the acquisition, ownership and disposition of Certificates by original purchasers of the Certificates who are U.S.
Holders {as defined below). This summary is based on the Internal Revenue Code of 1986, as amended {the
*Code”), Treasury regulations, revenue rulitgs and coury decisions, allias now i et

any tme, possibly with rewoactive effect: 'This summary assumes that the Certificatss will be held 4§ “capisal
assets” underthe Code; and it does not discuss ali of the United States Federal income fax consequences thit gy B

own tax adviser concerning the United States Federal incorne tax and other tax conseqienses (o it of the ol ition,

ownership and disposition of the Certificates'as well a3 any tax consequences that may arise under the laWs of any

state; local or foréigntax jurisdiction;
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As used herein, the term “U.S. Holder” means a beneficial owner of a Certificate that is for United States
Federal income tax purposes (i) a citizen or resident of the United States, (ii) a corporation, partnership or other
entity created or organized in or under the laws of the United States or of any political subdivision thereof, (iil) an
estate the income of which is subject to Unifed States Federal income taxation regardless of its source or (iv) a-trust

whose administration is subject to the primary jurisdiction of a United: States court and: which has one er more
United States fiduciaries who have the authority to control all substantial decisions of the trust.

0.5, folders = Interest Encome

Interest and original issue discount (as defined below) evidenced by the Certificates are not excludable
from gross income for United States Federal income tax purposes.

Original Issne Disconnt

For United States Federal income tax purposes, a Certificate will be treated as issued with original issue
discount (“O1D") if the excess of a Certificate’s “stated redemption price at maturity” over its “issue price” equals
or exceeds a statutorily determined de minimis amount. The “issue price” of each Certificate in a particular issue
equals the first price at which a substantial amount of such issuc is sold to the public {excluding bond houses,
brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents or wholgsalers).
The “stated redemption price at maturity” ef a Certificate is the sum of all payments provided by such Certificate
other than “qualified stated interest” payments. The term “qualified stated interest” generally means stated interest
that is unconditionally payable in cash or property (other than debt instruments of the issuer) at least annually at a
single fixed rate. In general, if the excess of a Certificate’s stated redemption price at maturity over its issue priee is
Tess than .25 percent of the Certificate’s stated tedemption price at maturity multiplied by the number of complete
years to its maturity (the “de minimis amount”), then such excess, if any, constitutes de minimis O1D, and the
Certificate is tot treated as being issued with OID and-all payments of stated interest (including stated interest that
would otherwise be characterized as OID) is treated as-qualified stated interest, as described below.

Payments of qualified stated interest evidenced by a Certificate are taxable to a U.S. Holder ds orditiary
interest income at the time such payments are accrued ot até received in dccordance with the U.S. Holder’s regular
method of tax accounting. A U.S. Holder of a Certificate having a payment date of more than one year from its:date

of delivery generally must include OID in iticome as ordinary interest as it accrues on a constant-yield meibod in
advance of receipt of the cash payments attributable to such income, regardless of such U.S. Holder’s regular
inethod of tax accounting. The amount of OTD included in income by the U.S. Holder of a Certificate is the sum of
the daily portions of OID with respect to such Certificate for each day during the taxable year (or portion of the
taxable year) on which such WS, Holder held such Certificate. The daily pottion of OID on any Certificate is
determined by allocating to each day in any “accrual period” 4 ratable portion of the OID allocable to the accrual
period. All accrual periods with respect to a Certificate may be of any length and the accrual periods may vary in
length over the term of the Certificate, provided that each accrual period is no longer than one year and each
scheduled payment of principal or interest ocours either on the first or final day of an accrual period. The amount of
OID allocable to an accrual period is generally equal to the difference between (i) the product of the Certificate’s
“adjusted issug price” at the beginning of such accrual period and such Certificate’s yield to maturity. (determined on
the basis of compounding at the close of each accrual period and appropriately adjusted fo take inte account the
length of the particular acerual period) and {ii) the amount of any qualified stated interest payments allocableto such
accrual period. The “adjusted issue price” of:a Certificate at the beginning of any accrual period is the issue price of
the Certificate plus the amount of accrued OFD includable in income for all prior acerual periods minus:the amount
of any prior payments on the Certificate othéf than qualified stated interest payments. The amount of OID allecable
to an initial sheit accrisal periodl may be compuited using any reasonable method if all other accrual periods ether
than.a finial short acorual period are of equal length, The amount of OID allocable to the final-accrual peried is the
difference between (i) the amount payable at the maturity of the Certificate (other than a payment of qualifisd stated
interest) and (ii) the Certificate’s adjusted-fssae price as of the beginning of the final acemal period. Under the OID
rules, U.S, Holders generally will have to include in income increasingly greater amounts of OID in siidégsgive

agcrual periods.
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described below. For purposes of this election, interest includes, among other things, stated interest, OID) and de
minimis OID, as adjusted by any amortizable bond premium described below under the heading “Bond Premium™.
In applying the constant-yield method to a Certificate with respect to which this election has been made; the issue
price of the Certificate will equal its costtothe electing U.S. Holder, the issue date of the Certificate will be-the date
of ity acquisition by the elesting U8 Holdes, and no . savinsnts sn.ithc Certifisate will be treated as payments: of
qualified stated interest. The clection willigenenally apply only to the Certificate with respact to which
and may not be revoked without the consentiof the Internal Reveug Service. IFthis elsotion s made with
& Certificate with amertizable bond preminm, then the electing U.S. Holder will be desmed to have elects
attortizable bond premium against interestowith respect o all debt instraments with amortizable bond
{other than debt instruments the interest on which is excludable from gross income) held by the electing 1
4s of the beginning of the taxable year is Whith the Certificate with respect to which the election is made s seg
or thereafter acquired, The deemed siection Wwith regpect to amortizable Bond premium may notbe revoked without
the congent of the Tnternal Revenue Service,

U.8. Holders of any Certificates issued with OID should consult their own tax advisors with respect to the
treatment of OID for Federal income tax purposes, including various special rules relating thereto, and state and
local tax consequences, in connection with the acquisition, ownership, and disposition of Certificates.

Bond Preminm

In general, if a 1.8, Holder acquires a Certificate for a purchase price (excluding accrued interest) or
otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the Certificate after the
acquisition date (excluding certain “qualified stated interest” that is unconditionally paysble at least ensually at

general, if a U8, Holder of a Taxable Premium Bond elécts to amortive the présium as “amortizab _%mﬂ

premium™ over the remaining term of the Taxable Premium Bond, determined based on soustant vield prinoiples {in
ceriain cases involving a Taxable Premivm Bond callable prior toiiis stated maturity dats, the. atiortizat jetiod

premivm dogs so by offsetting the quatified stated interest allocable (0 each interest accrual period under the U.S.
Holder's yepular method of Federal sax a g agdingt the bohd premiu wlldcabile {0 that periad. | :
premium-aliocable to an scorusl period exieeds the qualified stated intersst allocable to that acornal pér

d, the
excess is treated as a bond premium deduction under Section 171(a)(1) of the Code, subject to certain limitations. If
a Taxable Premium Bond is optionally callable before maturity at a price in excess of its stated redemption price at
maturity, special rules may apply with respect to the amortization of bond premium. Under certain circumstances,
the U.8. Holder of a Taxable Premium Bond may realize a taxable gain upon disposition of the Taxablc Premium
Bond even though it is sold or redeemed for an amount less than or cqual to the U8, Holder's original acquisition
cost,
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payments, other than qualified stated interest payments, received and bond premium amertized with respect to such
Certificate. Such gain or loss generally will be long-term capital gain or loss if the Certificate was held for more
than one year.

{15, Halilers - Defeasance

ouitetanding under the resolution of the Certificates (a “defeasance™), could result in a deemed exchange under
Section 1001 of the Code and a recognition by such owner of taxable income or loss, without any corresponding
réceipt of moneys. In‘addition, for Federal income tax purposes, the character and timing of receipt of payments on
the Certificates subsequent to any such defeasance eould also be affected. US. Holders of the Certificates are

advised to consult with their own tax advisors regarding the consequences of a defeasance for Federal income tax
purposes, and for state and loval tax purposes.

U.S. Holders — Backup Withholding and Information Reperting

In general, information reporting requirements will apply to non-corporate U.S. Holders with respect to
payments of principal, payments of interest, and the accrual of OID on a Certificate and the proceeds of the sale of a
Certificate before maturity within the United States. Backup withholding at a rate of 28% for the years 2003-2010
and at a rate of 31% for the year 2011 and thereafter, will apply to such payments and to payments of OID unless the
U.S. Holder (i) is a corporation or other exempt recipient and, when required, demonstrates that fact, or (ii) provides
a correct taxpayer identification number, cetfifies under penalties of perjury, when required, that such U.S. Holder is
not subject to backup withholding and has not been notified by the Internal Revenue Service that it has Eailed 1o
report all intevest and dividends required to bé shown on its United States Federal income tax returns.

Any amounts withhield under the backup withholding rules from a payment to a beneficial owner, and
which constitutes overwithholding, would be allowed as a refund or a credit against such beneficial owner’s United
States Pederal income tax provided the required information is furnished to the Internal Revenue Service.

Miscellaneous

Tax legislation, administrative actions taken by tax authorities, or cowrt decisions, whether at the Fed
state level, may adversely affect the tax-exempt status of inferest on'the Certificates under state law and coyld affect

Prospective purchasers of the Certificates should consult their own tax advisors regarding the foregoing
matters.

OTHER LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale of the Certificates and with regard to
the ‘tax status of the interest evidenced and represented: by the Certificates (see “TAX MATTERS” herein) are
subject to the legal opinion of Hawkins Delafield & Wood LLP, San Franciseo, California, Special Counsel. The
signed legal opinion of Special Counsel, dated and premised on facts existing and law in effect as of the date of
original delivety of the Certificates, will be delivered to the underwriters of the Certificates at the time of original

delivery of the Certificates,

The proposed form of the legal opinion of Special Counsel is set forth in Appendix F hereto. The legal
opinion to be delivered may vary that text if necessary to reflect facts and law on the date of delivery. The opinion
will speak only as of its date, and subsequent distributions -of it by recirculation. of this Official Statement or
otherwise will create no-implication that Special Counsel has reviewed or express any opihion concerning ny of the
matters referred to-in the opinion subsequent to its date. In rendeting its opinion, Special Counsel will rely upon
certificates and representations of facts to be contained in the transcript of proceedings for the Certificates, which

Special Counsel will not have independently verified
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Certain legal maiters will be passed upon for the City by the City Attorney and by Orrick, Herrington &
Suteliffe LLP, Disclosure Counsel.

Orick;, Herrington & Sutcliffe LLP has served as disclosure counsel to-the City and in such oapacity has
advised the City with respect toapplicable:securities laws and participated with responsible City officialyand staff
it doriferencts aid médtings Wherd infotmation contained in 'this- Ofticis] Sigtement was reviewed for aocirany and
completeness.  Dhisciosure’ Coungel is 6ot responsible. for the & ey -or completeness: of the siptements or
infurmation prosented i this OfRciE]l Ssfempat 08 Hay fot drds :
statemende of nformagion. Ratenthe i soigly redponiible o the dobiricy and dompliotensss of fhe stafé
and information contained in this Offigial Statersont. Upon the delivery of the Certiflcates, Disolosirs C4
deliver a letter to the City which advissy the City, subject 1o the sssumptions, exehisivng, ity o
ligsiitativitis set fortld therdin, hat no facts came to attention of the aitorneys'at such finm rendering legal
Compbdtion with duth fng’s réleas disclosure counsel wWihich canssd them to balieve 1hatthis Ofticial &
of its date and as of the date of delivery ol the Certificates contained or contains any untrue statemient of s
fact or omitted or omits o state any material fact necessary to make the statements thercin, in light of the
circumstances under which they were made, not misleading. No purchaser or holder of the Certificates, or other
person or party other than the City, will be entitled to or may rely on such letter or Orrick, Herringlon & Suteliffe
LLP’s having acted in the role of disclosure counsel to the City.

rrsls
| wili

The legal opinions and other letiers of counsel to be delivered concurrently with the delivery of the
Certificates express the professional judgment of the attorneys rendering the opinions or advice regarding the legal
issues and other matters expressly addressed therein, By rendering a legal opinion or advice, the giver of such
opinion or advige does not become an insurer or guarantor of the result indicated by that opinion, or the franzaction

on which the opirifon or gdvice is rendered; -or.of the fistire performance of parties to the transaction. Nor does the

CONTINUING DISCLOSURE

The City has covenanted for the benefit of the holders and beneficial owners of the Certificates 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 2016-17, which is «dui not later than March 27, 2018, and o provide notices of the occarence of EEiaid
emumerated events, The Aunual Report will'be filed by the City with the Municipal Securities Rulemaking B
("MSRE"). The notices of snumerated events will be filed by the City with the MSRB. The specific natureof the
iformation fo be contained in the Anntial Report or the notices of snumerated events is summarized in

on certain oblizations of the City were upgraded by Fitch Ray
March 28, 2013. Under certain continuing disclosure undertekings of fhe City, the City was required to fila & fioti
of such upgrade with the Electronic Municipal Market Avcess system of the MSRB by April 11, 2013, T
filed suchinotics oo May 17,2018
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ABSENCE OF LITIGATION

No litigation is pending or threatened coneerning the validity of the Certificates, the Trust Agreement, the
Property Lease, the Project Lease, the corporate existence of the City, or the entitlement to their reshective offices of

the officers of the City who will execute and deliver the Certificates and other documents and certificaies in

connection therewith. The City will Ffarnish fo the initial purchasers of the Certificates a certificate of the City'as to

RATINGS

Moody"s Tnvestors Service, Ine. (*Muoody's”), Standard & Poor’s Ratings Services {(“S&P™), and Fitch
Ratiitgs (“Fitch™), have dssigned municipal bond ratings of “Aal,” “AA” and “AA” respectively, to the Cerftificates.
Certain information ot ivcluded in this Official Statement was supplied by the City to the rating agencies to be
conisidered in evaluating the Certificates. The ratings reflect only the views of each rating: sgency, and aay
explanation of the significance of any rating may be obtained only from the respective cradit 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 fo 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 Certificates. The City undertakes no responsibility to oppose any such downward revigion,
suspension or withdrawal.

SALE OF THE CERTIFICATES

The Certificates were sold by competitive bid o Juné 1, 2017. The Certificates were awarded to Merrill
Lynch, Pierce, Fenner & Smith Incorporated (the “Purchaser™), who submitted the lowest true interest cost bid; ata
purchase price of $28,383,237.66. Under the terms of its bid, the Purchaser will be obligated to purchase all of the
Certificates if any aré purchased, the obligation to make such purchase being subject to the approval of certain legal

matters by Special Counsel, and certain otherconditions to be satisfied by the City.

prices may be changed from time to time by the Purchaser.
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MISCELLANEGUS

By; &/ Beniamin Rosenfield
Controller
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APPENDIX A

CITY AND COUNTY OF SAN FRANCISCO
ORGANIZATION AND FINANCES

This Appendix contains information thatds curvent as of May 22, 2617,
This Appendix A o the Official Statement.6f the City and County of San Francisco (the “City” or

covers general information about Gl City™e goverdatee dirdcture, budgst processes, propeity taxation systam and
other gy and revenue Sousces, Oty expe

litures, labor relations, emiploymient benefits and retivement costs, and
investments: bondsand other fong=term obligations,

The various reports, documents, websites and othier information referred to herain aré not incorsorated here
references. The City has referred to certain specified documents in this Appendix A which are hostad on this 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 information that is inconsistent with the information
set forth in this Official Statement should be disregarded and is not a part of or incorporated into this Appendix A.
The information contained in this Official Statement, including this Appendix A, speaks only as of its date, and the
information herein is subject to change. Prospective investors are advised to read the entire Official Statement to
obiain information essential to the making of an informed investment decision.
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CITY GOVERNMENT
City Charter
San Fratcisco i3 governed as a city and county chartered pussuant to Asticle X1, Sections 3, 4, § and 6 of the

Constitution of the State of California (the “State™); and is the ounly conselidated city and county in the State. In
eddition fo s powers under ts charter in fespect of municipal affairs granted under the State Constitution, San

mostrespects on Tuly 1, 1996 (the “Charter™):

The City is governed by aBoard 6f Supervisors consisting of eleven members elected from supervisorial distriets (the
“Board of Supervisors™), and a Mayor elected at large who serves as chief executive officer (the “Mayor™). Members
of the Board of Supervisors and the Mayor each serve a four-year term. 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 the second successive term in office. The Mayor may serve no more than two successive four-year terms, with
no limit on the number of non-successive terms of office. The City Attorney, Assessor-Recorder, District Attorney,
Treasurer and Tax Collector, Sheriff, and Public Defender are also elected directly by the citizens and may serve
unlimited four-year terms. The Charter provides a civil service system for most City employees. School functions are
carried out by the San Prancisco Unified School District (grades K-12) (“SFUSD’) and the San Francisco Comrmptnity
College District (post-secondary) (“SFCCD”). Each is a separate legal entity with a separately elected governing
board.

Under ite original charter, the City committéd itseif to a policy of municipul owherskip of utilities. The Migicipal
Railway, when acquired from a private operitor in 1912, was the fiist suich city-owaed public transit sysfem in the
nation. In 1914, the Uity obtained ity municipal water systet, ingluding the Hetoh Hetchy wateishid near Yosemite,
In 1927, the City dedicated Mill's Field Municipal Airport at & site in what is now San Mates County 14 milés south
of downtown San Francisco, which would grow to become today’s San Francisco International Airpore (the * Airpor™).
Tn 1968, the City scquired the Port of San Francisco (the “Port”™) in trust from the State. Substantial expansions and
improvements have heen made to these enterprises since their original soquisition. The Airport, the Port, the Public
Utilities' Commission (“Public Utilities Cormission™) (which now includes the Water Enterprise, the Wastewater

Enterprise and the Hetch Hetchy Water and Power Praject), the Municipal Transportation Agency (“MTA™ ¢which

operates the San Frencisco Municipal Railway or “Muni” and the Department of Pasking and Traffic FDPT),
including the Parking Authority and its five public patking garages), and the City-owned hospitals (San Francisco
General and Laguna Honda), are collectively referred to herein as the “enterprise fund departments,” as they are not
integrated into the City’s General Fund operating budget. However, certain of the enterprise fund departments,
including San Francisco General Hospital, Laguna Honda Hospital and the MTA reccive significant General Fund

transfers on an anpaal basis,

The Charer disiributes goveming authority among the Mayor, the Board of Supervisors; the various other elected
officers, the City Controller and other appabiited officers, and the bosrds and cosimisiions that oversee the various

power in the Mayor and Board of Supervisors. The Mayor appoints most commissionsns subject 1o a two-thiids vete

of the Board of Supervisors, unless otherwise provided in the Charter. The Mayor appoints each degartment il from
ameng persots nominated to-the pesition bythe appropriate commission, and may remove department heads.

Mayor and Board of Supervisors
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previously served in each of the following positions: the City’s Director of Public Works, the City’s Director of
Purchasing, the Director of the Human Rights Commission, the Deputy Director of the Employee Relations Division,
and coordinator for the Mayor’s Family Policy Task Force.

terms and are elected by district. Vacancies.are filled by appointmert by the Mayor.

TABLE A-1
ATV AND COINTY OF SAN FRANUCIBCO
Boandef Supervisors
First Elected or Current
i : Appointed Term Bupiies

Sandra Lee Fewer, District | 2017 2021
Mark Farrell, District 2 2010 2019
Aaron Peskin, District 3 2017 2021
Katy Tang, Districi 4 2013 2019
London Breed, Board President, Disirict 5 2017 2021
Jane Kim, District 6 2010 2019
Norman Yee, Disirict 7 2017 2021
Jeit Sheehy, District 8 2017 2021
Hillary Rohen, District 9 2017 2021
Mulia Cohen, District 10 2000 2019
Alshn Bafal, Diserics 11 2017 2021

Denriis J. Herrera was re-glectad to a four-yesr term as City Attorney inNovember 2015. The City Attorney represents
thie Clity in legal proceedings in which the City has an interest. Mr. Herrerawas first elected City Attorney in December
2001. Before becoming City Attorney, Mr. Herrera had been a partner in a private law firm and had served in the
Clinton Administration as Chief of Stafi'of the U.S. Maritime Administration. He also served as présidént of thie San

Franeisco Police Commission and was 2 meniber of the San Francisco Public Transporiation Comimission.

Carmen Chu was elected Assessor-Recorder of the City in November 2013. The Assessor-Recorder administers the
property tax assessment system of the City. Before becoming Assessor-Recorder, Ms. Chu was elected in November
2008 and November 2010 to the Board of Supervisors, representing the Sunset/Parkside District 4 after being
appointed by then-Mayor Newsom in September 2007.

Tosé Cisierss was re-elected to a four-year term as Treasurerof the City in November 2015. The Treasurer is
responsible for the deposit and investment ofall City moneys, and also acts:as Tax Collector for the City. Mr. Cisneros
his served as Treasurer since September 2004, following his appointment by then-Mayor Newsom. Prior t being
appointed Treasurer, Mr. Cisneros served as Deputy General: Manager, Capital Planning and External Affais far the
MTA.

Benjamin Rosenfield was appointed to a ten-year term as Controller of the City by then-Mayor Newsom in
March 2008, and was confirmed by the Boatd of Supervisors i accordance with the Charter. The City Controlleris
responsible for timely accounting, disbursément, and other disposition of City moneys, certifies the aceuracy of

budgets, éstimates the cost of Ballot measures, provides payroll services for the City’s employees, and, as the Auditor
for the City, directs performance and firiancial audits of City activities. Before becoming Controlier, Mr. Roserifield
served as the Deputy City Administrator under former City Administrator Edwin Lee from 2005 to 2008. He wis
respotsible for the preparation and monitoring of the City’s ten-year capital plan, oversight of a number af internal




service offices under the City Administrator, and implementing the City’s 311 non-emergency customst serviee
center. From 2001 to 2005, Mr. Rosenficld worked as the Budget Director for then-Mayor Willie L. Browa, Tr. and
then-Mayor Newsom. As Budget Dircotor, Mr. Rosenfield prepared the City’s proposed budget for each fiscal year

and worked on behall of the Mayor to manage Clty spending during the course of each year. From 1997 10 2001,

M. Rogenfield worked 4¢ an analyst in the Mayor’s Budget Office and & project manager inthe Controller’s Office.

strator has overall responsibility for the
management and implementation of policfes, rules and repuistions promulgated by the Mavor, the Boakd of
Supervisors and the voters, In Januapy 2002, Mrs. Kelly bocainie Acting Uity Adwiinisthitor, From Janlary 2014, she
served s Deputy City Adnsinistrator whier A

Mrs. Kelly has also served as Special Assistant in the Mayor’s Office of Neighborhood Services, in the Mayor’s Office
of Policy and Legislative Affairs and served as the City’s Executive Director of the Taxicab Commission.

CITY BIIBCET
Overview

This section discusses the City’s budget procedures, while following sections of this Appendix A describe the City’s
various sources of reventes and expenditire obligations,

for services: Asignificant:porlion of the s revenyes comein theform of Interpovermental trsnslery Boin the
State and federal governments, Thus, the City’s fiscal sttuation is affected by the health of the focal real estate mnrket,
the local business and tourist economy, and by budgetary decisions made by the State and federal governments which
depend, in turn, on the health of the larger State and nationa! economies. All ofthese faciors are almost wholly-outside
the cotitrol of the Mavor, the Board of Supsivisors and other City officials. In addition, the State Constitution strictly
Hmits the City's ability to raise taves and property-based fees withoul a two-thisds popular vote: See
“CONSTITUTIONAL ANDETATUTORY LIMITATIONS ON TAXES AND EXPENDITURES” herein. Also, the

“CITY GENERAL FUND PROGRAMS AND EXPENDITURER" herein,

Budgat Priscess

City board or comisgion. Departmeital budgets arg consolidited by i City Cositvolter, anid thin tanwmitted to the
Mayor no Inier than the first working day of March. By the first working day of May, the Mayor is seguived to-stibuiit

& proposed budget to the Board of Supervisors for certain specified departments, based on criteria st foith in the

Administrative Code. On or before the first working day of June, the Mayor is required to submit the complete budpet,
including alt depariments, to the Board of Supervisors.
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Under the Charter, following the submission of the Mayor’s proposed budget, the City Controller must provide an
opinion to the Board of Supervisors regarding the acouracy of economic assumptions underlying the revenue estimates
and the reasonableness of such estimates and revisions in the proposed budget (the City Controlier’s “Revenue
Letter™). The City Controller may also recommend reserves that.are considered prudent given the propased régonrces
and expenditures: contained in the Mayor’s proposed budget. The City Controller’s current Revenue Letter ean be
viewed online at www.sfoontrotler.org. The Revienue Letter and other informution from the said website are: not
incorporated herein by reférence. The City’s Capital Planning Committee also reviews the proposed budget and
provides recomimendations based on the budget’s 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
FINANCING AND BONDS — Capital Plan” herein.

The City is required by the Charter to adopt a budget which is balanced in each fund. Duting 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 in each fund is not greater than the total budgeted appropriation
amount for such fund submitted by the Mayor. The Board of Supervisors must approve the budget by adoption of the
Annual Appropriation Ordinance (also referred to herein as the “Original Budget”) by no later than August 1 of each
year.

The Annual Appropriation Ordinance becomes effective with or without the Mayor’s signature after ten days;
however, the Mayor has line-item veto authority over specific items in the budget. Additionally, in the event the Mayor
were to disapprove the entire ordinance, the Charter directs the Mayor to promptly return the ordinance to the Board
of Supervisors, accompanied by a statement indicating the reasons for disapproval mnd dny recommendations which
the Mayor may have. Any Annual Appropriation Ordinance so disapproved by the Mayor shail become effective only
if, subsequent to its return, it is passed by a two-thirds vote of the Board of Supervisors.

Followitg the adoption and approval of the Anmual Appropriation Ordinance, the City makes: various revisions
theoughout the fiscal vear (the Original Budget plusany changes made to date are collectively referred to hergin as
thie “Revised Budget™). A “Final Revised Budget” is prepared at the end of the fiscal year reflecting the: yeat-end
revenie ad expenditure appropriations for that fiscal year.

November 2009 Charter Amendment Insfituting Two-Year Budgetary Cycle

On November 3, 2009, voters approved Propasition A amending the Charter to make changes t the City’s bu
financial processes which are intended to stabilize spending by requiring multi-year budgeting and financialy

1. Specifies a two-year (biennial) budget, replacing the annual budget. Fixed two-year budgets are currently
approved by the Board of Supervisors for five departments: the Airport, Child Support Services, the Pott, the
Public Utitities Commission and MTA. All other departments prepared balanced, rolling two-year budgets.

2. Requires a five-year financial plan, which forecasts revenues and expenses and summatizes expected public
service levels and fanding requirements for that period. The most recent five-year financial plan, including a
forecast of expenditures and revenues and proposed actions to balance them in light of strategic goals, was
issued by the Mayor, Budget Analyst for the Board of Supervisots and Controller’s Office on December 16,
2016, for fiscal year 2017-18 through fiscal year 2021-22, to be considered by the Board of Supervisers. See

“Five Year Finanicia] Plan” below, This plan was most recent]ly updated on March 23, 2017.

3. Charges the Controller’s Office with proposing to the Mayor and Board of Supervisors financial pelicies
addressing reserves, use of volatile revenues, debt and financial measures in the case of disaster recovery and
requires the City to adopt budgets consistent-with these policies once approved. The Controllér’s Office niay
recommend additional financial policies or amendments fo existing policies no later than October 1 of any

subsequent year:
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4. Standardizes the processes and deadlines for the City to submit labor agreements for all public employee
wions by May 15,

adogred additionst finans
oblizations oy 3:25%of
01 NONECHEIENG expend

These policies are desiribed in fuither detail below under “Budgetary Reserves” The Controlier’s Office may THpose
additional financial policies by October 1 of any year.

Rule of Controller; Budgetary Analysiz and Projections

As Chief Fiscal Officer and City Services Auditor, the City Controller monitors spending for afl officers, departments
and employees charged with receipt, collection or disbursement of City funds. Under the Charter, no obligation to
expend City funds can be incurred without a prior certification by the Controller that sufficient revenues dre oF will
be available to meet such obligation as it becomes due in the thep-current fiscal year, ‘which ends Jung 30. The

ém of
iroiier

Report™), on May 10, 2017. The City Chartetalso directs the Controller to annually repott on the aceuracy of economic
assumptions underlying the revenue estimates in the Mayor’s proposed budget, On June 15, 2016 the Controller
released the Discussion of the Mayor’s fiscal year 2016-17 and fiscal year 2017-18 Proposed Budget (the “Revenue
Letter” as described in “Budget Process™ abiove). All of these reports are available from the Controller™s wibsite:
www.sfcontroller.org. The infermation from said webgite is not incorporated herain by refesonce.

CGeneral Fund Results: Audifed Finzacial Statements

Thie General Fond portions of the fiscal years 2016417 and 2017418 Original Budgets total $4.86 billion
billion, respectively. This does not include éxpenditures of other governmental funds and enterprise fund de
such as this Airport, the MTA, the Public Utilities Commission; the Port and the City<owned hospitals (San
General and Laguna Honda), Tabie A-Z shows Final Revised Budget révenies and appropriations for ¢
General Fund for fiscal years 2012:43 through 2015-16 and the Original Budgets for fiscal vears 2016-17 and 2617
tection,” “OTHER CITY TAX BEVENUESY anl “CITY
S hergin

sned on November 13,2016, The fiveal vear 207154
reporied that as of June 30, 2016, the General Fund available for appropriation in subsequent years was $435 million
(see Table A-4), of which $172.1 million was-assumed in the fiscal year 2016-17 Original Budget and $191
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balarice over the $391 million available as of June 30, 2015 and tesulted primarily from greater-than-budgeted
additional tax revenue, particularly property and business tax revenues, partially offset by weakness in sales and
parking tax revenues in fiscal year 2015-16, as well as Jower required fransfers to support the Department of Public
Health. The fiscal vear 2016-17 CAFR is scheduled to be compieted inlate November 2017,

TABLE 4-2
CHEYAND COTNTY OF BAN TRANCISCO
Budgeted Geters) Posd Revenaes and Appropristions for
Fiwadal Yoars 2612403 theough 2 L7128

{05y
P ETL-1E FY2013-14 FY206E-15  BY20158-1% FY 201657 FY201718
Final Bovised Finsl Boviged  Binalfevised Pinal Mevissd  Omiginal Eiggiint
Budge Bt Bugdget Fdget Budget ? Hudger?
PripeYenr Budgetary Fund Balzncs & Reseaves $357.007 BEILEET $o4LT02 FLEIG0N0 F17BI08 BLoS AN
v
Property Taxs 21:078,083 $1,153.417 $1,232,927 £1,291.000 F1,412,000 $1.468,000
Busiaess Taxes 452,853 L3z 588 foitinke -3 H34,460 GH5450 69T 857
Enher Loval Taxes 733208 sqe924 £10.430 1,062,535 11172245 1IAERTS
Licenses, Penmits and Franchizes 25378 25533 27:12% 27463 2BRTE 28,187
Fines, Forfeiures and Penaltics 7194 4594 4,242 4,550 4,580 4,578
Iisterest and Iovestrent Bamings 6,817 10945 6,853 10,680 13570 14,353
Rants and Concessions ¥ 21,424 23,060 22602 15432 16,140 15,828
{¥ants and Subventions F2L.837 799,148 856,538 TeD.e97 050 59 S78.866
Charges for Services 168,058 177,081 210020 219,628 236,102 F36.786
Onher 13,384 14,321 21,532 31084 &1 334 =2 ]
Totel Budgeted Bevenucs % Bl s $3,588,.452 33,854,545 $4,3157, 528 $4,518,796 54,736,181
Bond Proceeds & Hepayinent of Lodng fivarg 1,185 1006 938 481 £
Pubhs Protaction 1058324 51, W66 S3ES8TTE b B o 51,298,185
Pubibic Works, Trenspontation & Commmmee AN POHAS {9,270 138248 176,768
Eidn Wellike' & PR bois ol Didvalopmealt HIO058 W27 BRBBES 292060 FHE0
Clommmanity Health S35 HE0 T OSZ Wi, 559 FE1 A6 FLT 3T
Culeure and Recrestion 105,580 132,624 119051 125,253 158854
Genermt Administation & Findtide LR 182,709 214,058 285,647 349808
Gl City Responsiviities 85,527 #5,516 116,352 LiEn 154,34
Total Brpenditure Afpropratibns §g1si82 9000 800 $3.330496 $3.467352 $3,894,456
Budgetary reserves and designations; net £4,161 g $35.956 3Bt g $58. 4650
Fransfeds I 3195388 S22, 058 FIONATS $235.418 $158 0945
Transfos Out Lie Gk warkaroy R (BT (PO6356) 1
MNet Transfers I/Cat {8450,530) (3477,848) (SET4417) (727,005 (5 74%,861) (SERE.247)
Budgeted Baess (Deficiency) of Boumwes
Over (Under) ses 516,375 Fr56,825 $862,304 $1,230,182 $0 i
Variance of Actual vs. Budget 146,901 184,184 373,695 $206:673
Total Actual Budgetary Fund Balancs® BEERITE $641,008 $1.236,000 31,526 855 50 51

©rvorthe past five years, the CRy has cons olidated vadious dopanments 1o achieve opemtional efficiencies. This hes resulted in changes
its haw depastments were sumeraxized in the service 4ida groupings above forihe it pRFGE shiwal
Fisosl yoar 2015-17 Bingl Hevised Budget will be svalable upon feliase olthe FY 201507 CATR.

Fiscalyoay 2017-18 Original Budget Prios-Year Budgeiaty Tund Balance & Reseives Wi e seeoniled with the previous years Final Revised
Budget.

W

The City prepares its budgét on a modifiéd accrual basis. Accruais for incurred liabilities, such ag cleims and
judgments, workers’ compensation, acerued vacation and sick leave pay are funded only as payments are required to
be made. The sudited Gerigral Fund baliscs a3 of Junie 30, 2016 was 314 billion (as shown in Table:A-3 and Fable:A-
4} ising Generally Accepted Accounting Principles (“"GAAP™), derived from sudited revenues of $4.4 Billion
Andited Gerieral Fund balances are shown i Table A+3 on both s budget basis and o GAAP basis with cofipaative
finioia] mformation for the Becal years ended Juns 30, 2012 through Jene 30, 2616.




FABLE A-3

CITY AND COLINTY OF SAN FRANCISCO

(B00s)
4012 pid Nt 2814 FREE iR
Restricted furvalily day (Blononis Stalliniin adteint) $21,096 23320 S60,280 57004 -§T4986
Hestricted forminy day (Onodbne ?:pcnzim@_,g-mmum} 2010 3010 2008 43083 483G
Comeittod-for budeet stabilation (eirrwide) TG 121,580 132004 32264 1R A4
Corssitted for Recreation & Parks eipeaditiise suvitgs ressw 4946 5,907 12862 W858 ;8;?3%%
As sxgned farcncunﬂ}ranecs 62,699 74,815 G2,260 137,641 186,955
Assigned for appropriation camyforward 85283 112,327 159,345 201192 293,921
Assigned for hudget savings ieentive program {(citywide A1 24819 32,088 33,939 58,907
Assigned for salaties and benefils (MOUR T80 6,338 13040 241,155 18,263
Total Fund Balance Not Available for Appropriation 5290377 3382125 3522062 feS07iT 8860272
Hgsi and unassi e (or aporo
Agsigned for Wigation & contingencies $23.637 $30.254 Wi vas 131,870 %i45443
Assipned for General reseve $22,306 $21 818 - - -
Assigned for subseguent year's budget 104,284 122.68% 135938 1286,17% 172,128
Yhassigned B GeneralReserve i i - 45748 #2578 TRALE
Unassigmd ﬁudgem& faruse secord buﬁget vear 103478 115604 137,075 9402
12,418 &, 147 24,686 §6, 369
S6220  $RRLST2 IS8 8585570
SEST007  BEIAEET SB4LTGL SL2a5000 1536880
TotalFund Bakaice - Budget Hasis 8557007 $64637 8041700 $1.236,090 §1,526.83C
Enrealized gain orfoss on vestmenes &838 {1, 1405 935 1141 343
Nonspendable fund baluines 19,568 25,854 24,002 247786 522
Cunmlative Bxcess Property TaxBevenues Recognized e
s Eidiget Basis (46,140 {38,2103 (37,305 57,308y 4340083
Cunmilative Exess Health, Hunan Service, Frdnohise Tax
snd other Revenues on Budget Basis (62,241) 93910y (66415 (30406 (56,909
Deferred Amounts on Loan Receivables (16,381) {20,067) (21.670) 2321 -
Pre-paid lease revenue {2.876) {4293 {5,709} {5.900) (3.816)
Total Fund Balance, GAAT Basis $455.725 $540,871 $835.562 $1, 145106 $1.479.162

extracied from information in the City’s CA Rfor the five most recent Hsesl years. Audite
the fiscal year ended Jume 30, 2016 are included herein as Agpendix B = “COMP
FENAN CIAL REPOR.T OFTHE C?FY AND-COUNTY OF SAN FRANCISCG FOR TH%?

the Csty o

Rygvenuss snd Exp rdl‘tures tn Table A4 i ﬁdm‘:mry funds, m’tmai seryice ﬁmda specmi revenue ﬁm which

relate to proceeds oflspecific revenus souse
all of the enterprise fund departments of tha:l




TABLE A4
CITY AND COUNTY OF SAN FRANCISCO

Andited S of Re 5 Exp res andChanges in Generil Fund Balances
Fiscal Vears 201122 ¢hrough 2015-16"
{088s)
plai 2813 Thid it iyia
Réwinies
Property Faxes $L,056: 43 3122008 $3,178277  $1.272.623 $1,3935%
Puginess Taxes® 435316 479627 562896 £59.086
Oifier Local Taes THE361 756,346 932505 1,084,105
Licenses, Pepmits and Franchises 285023 26,273 25975 27,909
Fiies, Forfeftures apd Penultes B 444 6,226 5,281 8085
Intersst and vestment Income 1,262 2125 7866 9.613
Rents and Concesyions 24,832 REB A0 46,553
TgovermeHtal i H7R80E 70625 B2E750 S0, 829
Charges for Services WETST | 164391 186850 353, 975
Crhier 17,080 14 142 9,760 e
Total Revenues B2053,115 $3.3270%6 83 747,31625 34 358, éaw
Espend@iures:
Public Protection FOOL2T5  SLO5T451  $LD96E39  $1148405 91204666
Public Woiks, Transportation & Coirierce 52,815 68:014 78,249 87.452 136,762
Howan Welfare and Neighborhood Devel P G637 F20, 78T 786,362 853,924
Eonmminity Healil 634,701 68,761 650,743 666,138
Cuittire and Recreation 105,870 114,019 119,278 124515
Cenergl Administration & Fivance 186,342 190,338 208,695 223,844
General City Respons ibitities 81,657 BG.968 98,520 114,663
Total Bxpendipares $2,595. 522 2794692 7 82954898  $3,080553 43324512
Bawess of Revenues over Hipenditures $857.59% $532,344 $792463  $1,013.091 51032404
OtherFinancing Sowrnes (Wses):
Tranites n Fio0440 $193.2712 B2 16440 $F64, TEY REO 4%
Transfers Ont {853,190 (646,912 {TRB05) (873,741 (962 343)
Uhet Fingneing Sonrees 3082 4.442 6,585 357 4411
Uther Fmancing Uees = - - = -
Total Other Finanding Sources. (Tised) - (RA0L0S0Y BT 198 4Rd40TTY (BTEEASTY (3R
(815) : -
Excess (Defivivscy)y of Revenuey snd Other Sources
Over Bvpenditores and Other Tlses $127,719 585 346 204,651 $300.634 $IRL060
Total Fund Balanoe at Bepinying of Year S32R.006 B4sE s 408 BE35562  SLM4L1ES
Total Pund Balange at End of Year — GAAP Bagis ® 8455798 Ssa0871 SRISEET  €1.145.156  $1.439.182

Assigned for Subseguent Year's Appropofations and Unassigned Fund Balence, Your Bid
- (G APBasis SR T $135.705 $178.066 $234.273 $249,23%
~Budpget Basis Rpanary $240,410 BI04 669 300830 $435,202

Tiees not nclude busiiees tasess allocatsd 1o specialrovenue ﬁmd for the Community Challenge Grant progrg.
Total Bseal year 201213 dtount is c&mpn"se:d SFE122. 7 oillion: in m&ig,nad bulance sxthq&amﬂy appropyiates: for vse in fiscal

wooRr
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Five-Year Financial Plan

The Five-Year Financial Plan (“Plan”) is required under Proposition A, a Charter amendment approved by volers in
November 2009. The Charter requires the Plan to forecast expenditures and revenues for the next five fiscal VEars,
propose actions to balance revenues and expenditures during each vear of the Plan, and discuss strategic goals and

On December 16, 2016, the Mayor, Budget Analyst for the Board of Supervisors and the Contraller’s OfSoe issued 2
proposed Plan for fiscal year 2017-18 through fiscal year 2021-22, to be considered by the Board of Supervisors: The
proposed Plan projects shortfalls of $119 million, $283 million, $585 million, $713 million, and $84% million
cumulatively for fiscal years 2017-18 through fiscal year 2023422, respectively, On March 23, 2017, the proposed
Pan was updated with the most recent information on the City’s fiscal condition. For General Pund Supposted
operations, the updated Plan projects budgetary shortfalls of $87 miilion, $201 millien, $612 million, $774 siillion,
and 8907 million cumulatively over the next five fiscal years. This represents a cumulative increase in shortfall of $59
million from the prior projection,

The updated Plan projects continued growth in General Fund revenues of 11%, primarily composed of growth in local
lax sources, offset by projected expenditure increases of 30%, primiarly composed of growth in employee salaries and
benefits, citywide operating expenses, and Charter mandated baselines and reserves, The Plan presents an array of
fiscal strategies to constrain this increase in expenditures and bring revenues and expenditures info balance.. To the
extent budgets are balanced with ongoing savings or revenues, future shortfalls are would decrease.

The City currently projects growth in General Fund sources of $541 million over the Plan period, and expenditire
growth of $1.4 billion. Growth in salaries and benefits account for 51% or $732 million of the cumulstive five vear
shortfall. Growth in citywide operating costs account for 31% or 5451 millionof the cunmlative five vear shiortfall
Growth in Charter mandated baselines and reserves account for 15% or $214 million of the cumulative Hive vear
shortfall. Growthin individual department costs socount for 4% or $52.4 millios ofthe conilitive Fyve year shortfall,
These figures incorporate the key assumptions from the December 2615 plan, inciuding:

« Continued Increases in Employer-Contribution Rates to City Retirement System: Consistent With the
December 2016 proposed Plan, the March 2017 update anticipates ingreased retis costs. This is in
contrast o the pension relief anticipated at the time of the proposed Plan from Decomber 2014, when
decreased pension contributions were sxpected afier the amortization. of invesmment losses during the

financial crisis. The increase in employer contributionrates is due to three main factors: lower than expacted

avtual fiscal year 2015-16 investin®iit earnings; updated demographic assumptions, which show that retirees
are living longer and collecting pénsivns longer than previously expected, and an appéllate court rufing
against the City which found that voter-adopted changes to'the condlfions under Which retireds could receive
a supplemental COLA violated retirees’ vested rights. Current projections are marginally improved sitce the
December 2016 Plan, as they incorporate the SFERS Retirement Roard approved results of their Ioly 1, 2616
actuarial funding valuation, resulting in slightly lower than previously assumcd SFERS contribution rates
paid by the City for miscellancous omployees. In addition, on December 21, 2016, the CalPERS Roird of
Administration approved lowering their discount ratc assumption, the long-term rate of return , from'7.5% to
7% over three years. The March 2017 Plan update incorporates increased contribution tates by the City for
CalPERS employees, s a regult ofi diseoint rate changes beginning in FY 2618-19.

the Mareh 2017 ypdate continues to assinte several new revenie atd xpendiiare requirermerts that have

been adopted by voters in 2016 2 Revreation and Parks baseling (Juas 2016 Proposition By, a Dipniy Fund
baseline (November 2016 Proposition 1), and 2 Street Tree Mainterance Fund basellne (Novembied ;
Propesition E). In addition to these spending requiremients, the voters reiected the proposed Gen
Tax (November 2016 Proposition: K} and adopted 'an increase to the Renl Property Transfer
{November 2016 Proposition W); as well as & tax on the distribution of spgs-eweeten

Movember 2016 Prapodition V)
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agreed to & wage increase schedule of 3% on Fuly 1, 2017 and 3% on July 1, 2018, with a pmwswn to éelay
the fiscal year 201819 adjustment by six monthsg if the City's deficit, as pmjected in the March, 2017 update
to the Five Year Financial Plan, exceeds $200-million,

& Updates to the-City’s Ten-Vear Capital Plan: OhFebiuary 28, 2017, the City’s Proposed Ten-Year Capital
Plan for fiscal years 2018-2027 was introduced to the Bourd of Supervisers, The assumptions in the Capital
Plan are reflected in the March update to the Five Year Financial Plan.

Imponantly, the updated Plan does not assume any iosses of federal or state revenues, exwept for formula—drivm

the next five years if current service levels and mkmes centmue San Franclsco ] Charter requires that each year’s
budget be balanged. Balancing the budgets wilE mquire some combination of expendimre reductions and/or additienai

of predioting recessiosns; however, ﬁxe Clty has mstomcally not expmenced fore than six consecutive years of
expansion and the current economic expansion began overséven years ago. For this reason, the December 16 proposed
Plan includes a recesséon scenario, which reﬂects arevenue shortfall of §960 'million during the forecast period, based

On August 1, 2016, Mayor Lee signed the Consolidated Budget and Annual Appropriation Ordinanée (the *Original
Budget™) for the fiscal years ending June 30, 2017 and June 30, 2018. This is the fifth two-year budget for the entire
City The adopted budget cioscd the $10{3 miliian and $24l‘:’) million General Find shortfalls for ﬁscai year 2016-17

represénting year oveér Véar increases of 5360 million and $50 million. The General Fund portion of each year’s budget
is $4.86 billion in fiscal year 2016-17 and $5.09 billion in fiscal year 2017-18 representing increases of $272 million
and 3232 rmllmn There are 30,626 funded fuli time pos;tmns in the ﬁscal year 2016—17 Ongmal Budgei and 30,903

respecﬁve]y

The Original Budget for fiscal years 2016-17 and 2017-18 adheres to the City's policy limiting the use of certain
nonrecurring revendes to nonrecatring:expenses proposed by the Controller’s Office and approved unanimously by
the Board of Supervisors on Nnvamber 22, 2911 The ;miic}f Wwas approved by the Mayer a I)t:ccmber 1, 20E 1 and

of revénues from pmpaments prevuft:d lméer Ecmg-—term leasas concessions; or contracis ﬁthﬁmse unrestrlctw
revetities from legal judpments and settlements, and other westricted revennes from the sale of'land or other fixed
assets Under the polmy, these nonmmmng revenues may (mly be used for nome:cumng expenmmas that do not




Based on the revenue and expenditure projections contained in the December 2016 propoesed plan, on Deteriber 8,
2016, the Mayor’s Office issued budget instructions to departments requiring expenditure reductions of 3.0%in fiscal
year 2017-18 and an additional reduction of 3.0% in fiscal year 2013-19.

Other Budget Updates

On May 16,2017, the Controller’s Office Hsued a Nine-Month Budget Status report (Nine-Month Reporf)-which
projected the General Fund would end fiscal'year 2016-17 with a'balance of $396.5 miflion. This represen 3

million improvement from the projections contained in the Six-Month Repost. The filsd balasics projection-includes
$203.1 million in starting fund balance, & projected $141.8 million fevenue suplis, SISL.1 million Sav gs- from

ransfer tax revenues; offset in shortfails in hotel, parking, and sales tax. The improvement in departmental ojievitions

is driven primarily by revenue surplus in the Zuckerberg San Franviseo General Hospital (ZSFG).

Revenues from the State represent approximately 14% of the General Fund revenues appropriated in the budget for
fiscal years 2016-17 and 2017-18, and thus changes it State revenues could have a significant impact on the: City’s
finances. In a typical year, the Governor relcases two primary proposed budgst 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 estimate
the impact of both the Governor’s Proposed and May Revise Budgets prior to the City adopting its own budget,

On May 11, 2017, the Governor released the-fiscal year 2017-18 Revised State Budger, which re-bases the i
Supportive Services Maintenance-of-Effort (THSS MOE) agreement negotiated in 2012, If implemented as proposed,
this would shift $592 million in State General Fund costs to counties in fiscal year 2017-18, which would increase by
five percent in fiscal year 2018-19 and seven percent in fiseal year 201920 and bevond. The increases are partially
offsct by $1.1 billion in state General Fund subsidies 1o counties over the next four years, as well as repayment
forgiveness for any sales tax amounts counties may owe the state due to Board of Equalization misallocation of
revenucs. The estimated cost 1o San Francisco in fiscal year 2017-18 is $11.1 million, and is expected to ingrease in

associated with chainges to-or termination or replacement of the Affordable Care ict, potential withhioldisp i
grants ot other federal funds flowing to “sanctuary jurisdictions” and suspension or terminstion oFother federal grants

for capital projects. The sdope and timiig 51 uch chaiiges will not be known until the administration

el
ding
from "sanctuary jurisdietions, " and the federsbcoust hag entered a preliminary Bjunction erjbining the eXetutive order,

Litigation is proceeding and finat disposition:of the case may come by end of 2018, The fiscal veas 201 6-17 Ofginal
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include a reserve-agpinst antlclpated loss:of federal ﬁmdmg

Budgetary Reserves

mvestmant fund The @;mmtmg cash regerve is avaiiabm tocover cash ﬂow éeﬁcm in variolts Clt}f ﬁmds mcludmg
the City’s General Fuind. From time fo time, the Treasurer has transferred unencumbered moneys in the potlad
inveshnent ﬁmd o the operating cash reserve to cover mmpm'ary cash ﬂow dseﬁcits in the Genem! Fund and othar

cITY }?L}Niﬁs Investment Pohcy herein.

The financial policies passed on April 13, 2010 codiﬁed the current practice of maintainéng an ammal General Reserve

2(}17»18 inchides start i . et

17:and 2017-18, respectively, On Deoembe:r 16 2{)14 the ".fiioaz.rd of Supemsrﬁris adﬁptcd ﬁnam:mi pohmes to ﬁn’thar
increase the City’s:General Reserve from 2% to 3% of General Fund revenues between fiscal year 2017-18 and fiscal
yﬁar 2020—21 whila wducing the requirad deposit tol 5% of Gmerai Fund revenues during economie downturns. The

................

mcludﬁ the Saiaﬂm :md Bmeﬂt Reserve (On gmal Budget for ﬁscal years 201 6~ 7 and 2017-18 1m1udes $16.6 nul!xon
in fiscal year 2016-17 and $19.3 million in fiscal year 2017-18); and the Litigaticn Reserve (Ofiginal Budget for fiseal
vears 2016-17 and 2017-18 includes $11 million in each yeaf). Balances in both reflect new appropriations to the
sreserves-and do not includc carzy—ferward egf"prisr yeat halames The Ch;m:er a]se raquires set asides ofa perticn Gf

The City also maintains Rainy Day and Budget Stabilization reserves whose: Balances carry-forward annually and
whose use is allowed under select ¢ircumstances deseribed below.,

m&ndated cash r&mm was mcnrpommd Chmtar Section 9 1”23 3 requires fhat if *ﬁté Controllea' p i
Fund:revenues for the upcoming budgét year will exceel el General Funid feveniues for the current year by more
than ﬁVc percenf then the City 8 budget slmll allocate he amiaipated Geirenal Fund revenues insexcess of that f” ive

sabseqttent to Yamyary: T, 201 5 will be ajlocatcd as fnl]ows

37, 5 pemmt of the excess revenues to the Cz‘ty Reserve;
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Fiscal year 2015-16 revenue exceeded the deposit threshold By $8.2 miltion generating a deposit of $3.Lmillion to
the City Reserve, £1.0 million to the Schoo! Reserve, and $2.1 million to the One-Time or Capital Expenditares
account. Doposits to the Rainy Day Reserve’s Economic Stabilization account are subject to a cap of 10% of actual
total General Fund revenucs 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.

Budget Stabilization Reserve

On April 13, 2010, the Board of Supervisors unanimously approved the Controller's proposed fmancial polisie: on
reserves and the use of certain volatile revenues. The policies were approved by the Mayor on April 30, 2010; and can
only be suspended for a given fiscal vear by a two-thirds vote of the Board. With these policies the City created two
additional types of reserves: the General Resérve, described above, and the Budget Stabilization Reserve,

The Budget Stabilization Reserve augments the existing Rainy Day Resetve and is funded through the dedication of
75% of certain volatilc revenues, including Real Property Transfer Tax (“RPTT™) receipts in excess of the five-vear
annual average (controlling for the cffect of any rate increases approved by voters), funds from the sale of assels, and
year-end unassigned General Fund balances beyond the amount assumed as 2 source in the subsequent year’s budget.

Fiscal year 2015-16 RPTT receipts exceedet the five-year annual average by $22.3 million and eidirg goneial fund
unassigned fund balance was'$47.8million, triggering a $582.3 million deposit. However; 56,2 million of i disiosit
requirersent was offset by the Rainy Day Reserve deposit, resulting in-x $46.2 million deposit 1o the Budget
Stabilization Reserve and leaving an ending Balance (6 $178 4 million. The fiscal years 201617 and 2617:1
assue no reserve deposits given projecied RPTT receipts. The Cosntroller’s Office determines deposits in Cetoberof
each vear based on actusl recelpts during the prior fiscal vear.

apieral

The maximum combised valug of the Rainy Day Reserveund the Budpst Stabilizatdon Reserve is 10% of T

for allocations tothe SFUSE. Withdrawals are-stractured to ocour over o peried of three vears: inthe ﬁr&fﬁg@gﬁ of 4
downturn, a maximum of 30% of the combitied value of the Rainy Day Reserve and Budget Stabilization Reserve
could be drawn; in the second year, the maximum withdrawal is 50%; and, in the third year, the entire remaining

balance may be drawn.
THE SUCCESSOR AGENCY

As described below, the Successor Agency was established by the Board of Supervisors of the City follewing
dissolalion of the former San Francisco Redevelopment Agency (the “Former Ageucy™) purétiant o e Disislision

Act, Within City govermment, the Successor Ageney istitled “The Offlce of Community Investrent snd Infrasteasture

incorporated heveln by reference.

Aathoriey nud Personne

The powers of the Successor Agency are vested inits govenning board (e “Successor A
towithin the Cityas the *Commission on wiipnity Tnvestment and Infeasirastoee™
dré-agpainted by the Mavor of the City'w




Tiffary Bohee, was appointed in February 2012. The other principal full-time $taff positions aré the Députy Executive
Director, Community and Economic Development; the Deputy Executive Divector, Finance and Administration; the

wind down the affairs of the foiiér redevelopriiéat agencies and also tosatisfy “enforceable obligations™ of the former
redevelopment agency all tinder the supervision of a view oversight board, the State Department of Finance and the
State Controllsr.

#ct, the Board of Supervisors of the City confirmed the City’s 1ole as successor to the Former Agency. On June 37,
2012, the Redevelopment Law was amended by AB 1484, which clarified that successor agencies are separate political
entities and that the sucegssor agency succeeds to the organizational status of the former redevelopment agency but
without any legal authority to participate in redevelopment activities except to complete the work related to an

% on October 2, 2012 and signied by
the Mayor on October 4; 2012, the Board of Supervisors (i) officially gave the following rnamie to the Successor
Agency: the “Successor Agency to the Redevelopment Agency of the City and County of San Francisce,” (i) created
the Successor Agency Commission as the policy body of the Successor Agency, (iif) delegated to the Successor
Agency Commisgion the authority to act in place of the Former Agency Commission fo implement the surviving

As discussed below, many actions of the Successor Agency are subjectto approval by an “oversight beard” and the
review orapproval by the California Department of Finance, including the issuance of bonds 'such as the Bonds:

The Oversight Board was formed purstiant to Establishing Resolution adopted by the City’s Board 'of Supervisors:and
signed by the Mayor on January 26, 2012, The Oversight Board is governed by @ seven-member governing board,
with four membets dppointed by the Mayor, and one member appointed by each of the Bay Area Rapid Transit Districe

The Dissolution Act established a process for determining the liguid assets that redevelopment agencies should have
shifted to their successor-agencies when they were dissolved, dnd the amount that should be available for remittance
by the successor agendies to their respedtive county auditor-controllers for distribution to affected taxing entities
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controller the amount of unobligated balances determined by the State Department of Finance, or it may request a
meet and confer with the State Department of Finance to resolve any disputes.

On May 23, 2013 the Sumssor Agcncy promptly remitted to the City Cﬁnﬁ‘ﬁii&r the amounts of unobligated balances

State Controller Asset Fransfer Review

The Dissolution Act requires that any assstsof a former redevelopment agency transferred o a eity, coun
focal agency afior Jamzary 1, 2011, besent back to the successor-agency. The Dissolution Act further re
the State Controller review any such transfer. The State Controiler’s Office issued their Asset Transfer Revit
October 2014. The review found $746,060,330 in asséts transferred to the City after January 1, 2011, including
unallowable transfers to the City totaling $666,830, or less than 1% of transferred assets. The City returned $666,830

to OCII to comply with the State Controller’s Office review.

Continning Activities

The Former Agency was organized in 1948 by the Board of Supervisors of the City pursuant to the Redevelopment
Law, The Former Agency’s mission was to ¢liminate physical and economic blight within specific geographic areas
of the City demgrsated by the Board of ‘Supervisors. The Former Agency had tedevslopment plans foF nine
redeveloproent project areas.

Because of the existence of enforceable obiligations; the Successor Agency isanthorized to continue to Implerment,
through the issuance of tax allocation bonds, four major redevelopment priiects that were previously administered by
the Fopmer Asency: 4} e M;ssama Bay ?Nmi; and Soith Ka&ﬁm]ﬁg&mem Pm;wt Argas; {il} i%m ﬁumers i’amt

YR i place of the Former Agendy.
PROPERTY TAXATION
Property Taxstion System — Genergl

The City receives approximately one-third of its total General Fund operating revenues from local property taxes.
Property tax revenues result from the application of the appropriate tux rate to the total assessed value of taxable
property in the City. The City levies property taxes for general operating putposes as weil as for the payment of voter-
approved bonds. As a county under State law, the City also levies property taxes on behalf of all local agencies with

overlapping jurisdiction within the boundaries of the City.

Local property taxation is the responsibility of various City officers. The Assessor computes the value i:iif Tocally
assessed faable property. After tifze assessed roll-is closed on June 20%, the City Controller issues s Ce ;
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Assessed Valuations, Tax Rates and Tax Delinquencies

Table A5 provides & recent 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, and 2) all voter-approved overrides which fund debt
servive 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 SFUSD, SFCCD, the Bay Arca Air Quality Management District (“BAAQMD™), and
BART, all of which ate legal entities separate from the City. See also, Table A-26: “Statement of Direct and
Overlapping Debt and Long-Term Obligations™ below. In addition to ad valorem taxes, voter-approved special

assessmient taxes or direct charges may also appear on a property tax bill.

the Successor Agency (also known as the Office of Community Investment and Infrastructure or QCTH). Property tax
revenues attributable to the growth in assessed value of taxable property (known as “tax increment”) within thg
adopted redevelopment project areas may be utilized by OCIH to pay for outstanding and enforceable obligations,
causing & loss of tax revenues from those parcels located within project areas to the City and other local taxing
agencies, including SFUSD and SFCCD. Taxes collected for payment of debt service on general obligation bonds are
not affected or diverted. The Successor Agency received $122 million of property tax increment in fiscal year 2015~
16, diverting about $69 million that would have otherwise been apportioned to the City’s discretionary general fund.

The percent collected of property tax (current year levies excluding supplemental) was 99.07% for fiscal year 2015-
16. This table has been modified from the corresponding table in previous disclosures in order to make the levy and
collection figures consistent with statistical reports provided to the State. Foreclosures, defined as the number of
trustee deeds recorded by the Assessor-Recorder’s Office, numbered 212 for fiscal year 2015-16 compared to 102 for
fiseal year 2014-15. The trustee deeds recorded in fiscal year 2011-12, fiscal year 201213 and fiscal year 2613-14

were 804, 363 and 187, respectively. In'the first half of fiscal year 2016-17 there were 126 Notice of Trustee’s Sales
deésds recorded.

TABLE A-5
CITY AND COUNTY OF SAN FRANCISCO
Ay sessed Valuation of Taxable Property
Pisdnl Yours 201203 through 2016-17
005y
Total Tax
Pigtal Nt Agsesied % Chiatige fiow Bate Total Tax Total Tux 4 Chlledted
Yonr  Valuation (REANS Epigsy Yepr sar$ron’ Lewy” ol Jugrve 30
201285 $165,043,120 4.0% 1.16% $1.997.645 £1,970,662 98.65%
2013-14 172,489,208 459 1.188 2,138,245 2,113,284 98.83%
204-15 181,809,981 54% 1.174 2,199,050 2,113,968 98.83%
2015-16 194,392,572 6.9% 1.183 2,290 280G 2,268,876 59.07%
21617 211,532,524 1 B.&% 1.179 2404392 Not avadable Wit available

| Bagesd on il ssvessed valuations for fiscalvear2036-1T, Net: Assessed Vahation(NA V) is Total Assessed Value for

7 Amruabtaxratefor unsecured property is thesams rate &s the previous years seoured taxrate,

3 This 'Poral Tex Levy and Total TaxCollested trpugh fiscal year 201516 is based on yeamend current yeardecued and
unsecured levies as adjusied through roll corestions, exhiditig Suppleitestil assessments, as roported to the Slate of
Californie (available oo the webs ite of the CalifaniaStave Controfler’s Office}. Total TaxLevy for fiscal year 200617
i Baged on DAV GRES THE 117909 tix rale.

Source: Office afihe: Conroller, City and Comniy of San Pranoised.

At the staet of fiscal year 2016-17, the total bet assessed valuation of taxable property within the City was $211.5
Billios. OF this tofal, $197:8 billion (93.5%) represents secured valuations and $13.8 billion (6:5%) represents
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unsecured valuations. See “Tax Levy and Collection” below, for a further discussion of secured and unsécured
property valuations.

Proposition 13 limits to 2% per year any increase in the assessed value of properly, unless it is sold or the structure is
improved. The total net assessed valuation of taxable property therefore does not generally reflect the current market
value of taxable propesty within the City and is in the aggregate substantiaily less than current market value, Faor thig
same reason, the total net assessed valuation of tawable property lags bebind changes in market value and may continue

1o increase even without an incrdase in aggfegate niatket values of property.

Under Article XIILA of the State Constitution added by Proposition 13 in 1978, propeity s6ld gfter Mardk 1, 1975
must be reassessed to full cash value at the fme of sale. Bvery yesr, some faxpayers appeal the Assessor’s
determination of their property’s assessed value, and some of the appeals may be retroactive and for multiple years,
The State prescribes the assessment valuation methodologies and the adjudication process that counties nugst gmploy

il cobndction with couniles’ property assessments.

appeals as the economy rebounds. Historically, during severe economic downturns, partial reductions of up to
approximately 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. Other taxing agencies such as SFUSD, SFCCD, BAAQMD, and BART share preportionately in the rest of 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 vear. In addition, appeals
activity is reviewed each year and incorporated into the current and subsequent vears’ budget projections of property
tax revenues. Refunds of prior years’ property taxes from the discretionary General Fund appeals reserve fund for
fiscal years 2011-12 through 2015-16 are listed in Table A6 below.

LTABLE 4-8
LITY ANDNCOUNTY OF AN FRANCISOD
Hefunds of Prior Years® Property Taxes
Genoral Fund Assessment Appeals Resere
Fiscal Years 2611<12 through 201316

{366«

Fiscal Year Arount Refunded
2611-12 858,288
2012-13 36,744
2013-14 25,756
2014-15 16,304
2015-16 16,199

As of July 1, 2016, the Assessor pranted 7,085 temiporary reductons i property sssessed valies worth ;
$128.7 miltion (equating to'a reduction of spproximately $1.52 willion jn generdl find texes), compared 104,598
temporary reductions worth $423.1 miilion (equating to 8 redustion of approximately $5.03 million is gét
taxes) ascof July 1, 2015, and 18,726 temporary redvctions ‘worth $640.3 million (equativg 1 a red
approvimately 87.52 miltion in general fundtaxesyasof Tuly 1, 2014, The July 2016 temporary reductions
million represent [06% of the fiscal yeur 2016-17 Net Assessed Valuationof §211 5 billion shows 1o Table
of the temporary reductions granted are subjest to review it the foliowing year. Property owners whi are net
with: the valuation shown ‘on a Notice of Assessed Value may have a right to file an-appeal with the Assess:
Appeals Board ("AAB") within & certain period of time. For regular, unnual setred propsty tax assess ents;

time period for property owners to file an appeal typically falls beswesn Tuly 2nd and Septeiber 15,
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..............

represents a negative potential property tax-impact of about $157.29 million {based upon the figgal year 2015- 16 tax
rate:) with an impact-on tha General Fund.of about $67 9 millinn The volume of appcajs is not necessarily an indication

appeais

Tax Levy and Collection

As the locaJ tax- levymg agency under Szate law, the C1ty lw;es pmperty taxes on a}l taxable property wnthm the City’s

revenue funds ciesignatcd for children’s programs, Iibrarics and open spacc SFUSD and SFCCD are cstlmatcd to
receive about $163 1 millicm and $30 6 millinn, réspéctively, and the local ERAF is estimated to rece.ive: $536.6

General Fund property tax revenues in fiscal year 2015-16 were $1.39 billion; representing an increase of $102.6
million (7 9%} over ﬁscal yoar | 2015-16 Originai Budget ﬂfid $121.0 million (9 5%) over ﬁscal year 2014-15 actual

zZo16- 17 and ﬁscal year2017 -18.

Thc City s Gencral Fund is allocated ai:aout 48% of total pmperty tax revenug bﬁfare ad,]usting forthe VLF backfill

tax levied on pﬁrsonal pioperty dogs not automatacaliy become a lien against rea] propcrty w1thout an aﬁirmml\'@ act
of the City taxing authority. Real property tax liens have priority over all other liens: against the saine property
regardless of the time of their creation by virtue of express provision of law.

g’ g3 ané propm‘ty
(ma] or pmonal} on Whlch liens are sufﬂcwnt inthe oplmon of the AsscsseruRsecorder to secure payment of the taxes
owed. Other property is placed on the “unseéired roll.”

:’L{‘he m&thoé of zeiiﬁﬁ*;ﬂﬁg éeiinqgmt faxes is suhstantiaﬁy different for the two classiﬁcaﬁons of property Thc Clty

recordmg in the Aascs&owRacorder s Qﬁ”m in order to obtam alien on cmam pmperty of the taxpayer and 4) semng
ahd selling personal property, improvements or possessory interests belomging or assessed to the taxpayer. The
e}m]usiva means of enfoming the payment of deiinquent taxas with pcspect to pmperty on the sacumd m]l is thc sale

oi the secured rol] with respect to which taxes are delinguent is declared “tax defaulted” and subject to eventual sa]
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by the Treasurer and Tax Collector of the City. Such property may therealter be redeemed by payment:of the
delinquont taxes and the delinquency penalty, plus a redemption penalty of 1.5% per month, which beging to- acerue
of 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 reselution changed the method by which the City apportions property taxes

amoag itself and other tuxing agencies. THis apportionment method autherizes the City Controller to allocate 1o the
City’s taxing agencies 100% of the secured property taxes billed biit not yet collected. In return, as the delinquent
property taxes and associsted penalties and iterest ate collected, the Clty’s General Fund retaing such amounts. Prior
to adaption of the Teeter Plan, the City could only allocate secured propetty taxes actually collected {(property: taxes
billed minus delinquent taxes). Delinquenttaxes, penalties and intorest were allocated to the ity ang other faxing
agencies-only when they were collected. The City has funded payment of acorued and currant détingiiéncies through
authorized internal borrowing, The City also:maintains a Tax Loss Reserve for the Teeter Plag a5 stiows on Tilile A
1

TABLE 47

CITY AND COUNTY OF SAN FRANCISCO
Teeter Plan
Tax Loss Reserve Fund Balance
Fiscal Years 2011-12 thwough 2015-16

0003)

Year Ended Armount Funded
204112 $17.980
2012-13 18,341
i34 7 19,654
2014-15 20,569
01516 Pt sl

Sbiurcg: [{Office oF the Controller, Clty mid County of San
Francizeo,

Assessed vahuations of the aggregate ten largest assessment pivcels i the Cily for the fiscal year beginningJely 1,
2016 are shown in Table A-8. The City cannot determine from its assessment records whether individual persons,
corporations or other organizations are liable for tax payments with respect to multiple properties held in various
names thel in aggregate may be larger than is suggested by the Office of the Assessor-Recorder.
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TABLE 4-8
CITY ARD COUNTY OF BAN FRANCISC(
Feop 14 Parcels Totsl Assessed Value

Fuly i 2616
{0005}
Total Assessed
Sasedsee Lacation Farock Number  Tygm o of Basis of Lowy’
Fim P!’fk;z&rlv Venturiy LLT 181 Oatifisriin St iRt Conmestial Ciifion G50
¢ 0TIH0E Commescial Office

I Comweind Office

372 B0 Comerzzeial Office
Empﬂrm.m Mall LLC 45 M 8¢ IREDEE Copneraial Retait
SPF China Basin Heldings ELC 185 Beaty St ARO3005 Cotmisercial Offie
SHC: Pmbarcaders LEC 4 The Embarcaders 0233 (434 Cotmnoredal Giftce
Wells: Reit 11333 Market 5S¢ LLC 333 Market St ATIG {20 Commerciat Gifice
Post Montgomesy Assoviates 185 Sutter 8t 0292 018 Conmmertiil Bathdl
PPE OFF Qe Maritinte Piaza LB 300 Clay St w204 021 Cormercial Office

Saurce: Offce of the Assessor-Recorder,; Tty and County of Sam Frantisca.

Taxation of State-Assessed Utility Property

propetty, Unitary anid cértain other Statesassessed property values are allocated 1o the counties by thig State Board of
Equalizatiora, taxed at spacial county-wide ratcs, and the tax revenues distributed o taxing jurisdioﬁons (inciuding the

OTHER CITY TAX REVENUES

In addition to the pmperby tax the City has severa] othcr major taX revenue sOUrces, as described beiow For a

The following section contains a brief description-of other major City-imposed taxes as well as taxes that are ¢ollected
by the State and shared with-the City.

Pmposmon E apprev&d by the voters in the November 6 2(] 2 election c;tmng,ed business regasmtxen tax rates ami
introduced a grossreceipts tax which phiases inover a five-year period beginning Jannary 1, 2014, replacing the current
1 5% fax on busimss payrolis over the same period Overall the ordinmwe iuarcases the number and types of

1.3% payroll tax rate:in 2013 was adjustad 10 1.35% intax year 2014, 1.16% in 16X vear 2015 amd azmaal!y thereaﬁer
acwrding to gross mwipts tax collections to ensure that the phasc-in of the gros receipts tax neither results ina

businesses with over 8200 million in gross receipis. Priorto Proposition E, business registration taxes varied from $25
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to $500 per year per subject business based on the prior year computed payroll tax liability. Proposition E'increased
the business registration tax rates o between $75 and $35,000 annually.

Business tax revenue in fiscal year 2015-16 was $660.9 million (all funds), representing an increase of $49:0 million
(8.0%) from fiscal year 2014-15. Business tax revenue is budgeted at $671.4 million in fiscal vear 2016-17
vepresentig an increase of $10.5 millioi (1.6%) over fiscal year 2615-16 revenue,

TABLE A-9

M R DT RAYN
Business Tax Rewnues

Fisesl Yeare JU11-12 through 201718

OIS0

Al Funds
{B00s)

Fiscal Yemr Revemuye Change

201112 $437.677 45,898 11.7%
201213 480,131 42,4354 9.7%
2013-14 563,406 83276 17.3%
2014-15 611,932 48,525 8.6%
2015-16 660,926 48,994 B.0%
2016-17 budgeted 671,450 10,524 1.6%
2017-18 budgeted 699,987 28,537 4.3%

Includes Pavrodl Ta portion of Payvroll Taxallosated 1o sprecial pevesis

Sowrce: (Hfice of the Controller, City and County of San Eraneises,

Transient Gecupaticy Tak (Hotel Tax)

Pursuant to the San Francisco Business and Tex 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 alse
imposed. Hotel tax revenue growth is a function of changes in occupancy, average daily room rates {("ABR"}and
room supply. Revenue per available room (RevPAR), the combined effect of occupancy and ADR, increased by more
than 7% annually for each of the last six years, driving an 87% increase in hotel tax revenne between fiscal years
2010-11 and 20115-16. Increases in RevPAR are budgeted to continue at a slower pace through fiscal year 2017-18,
Fiscal year 2015-16 transient occupancy tax was $392 million, representing & $6.6 miltion decrease from fiscal year
2014-16 fevenue. Fiscal year 2016-17 is budgeted to be §414 million, an increase of $21.5 million (5.5%) from fseal
year 2015-16. Fiscal year 2017-18 is budgeted to be $440 million, an increase of $26 million (6%) from fiscal year
201316 budget.

San Francisco and a number of other jurisdictions in California and the Usiled States are currently invoived in
litigation with online travel companies regatding the companies’ duty to remit hotel tixes on the difference betiween
the wholesale and retail prices paid for hotel rooms, On February 6, 2013, the Loz Angslés Stupétior Coud fssued a
summary judgment concluding that the online travel companies had no ebligation to remit hotel tax to Sin FEalElseo,
The City has received approximately $88 million in disputed hotel taxes paid by the companies. Under State law, the
City is required to acorue interest on zuch amounts. The portion of these remittances that will be retained of retiirned
{including legal fees and iterast) will dependion the ultimate outcome of these lawsuits. San Francisco has appealed

the judgment against it. That appeal has bedh stayed pending the California Supreme Courts decision in & similar
case betwean the online travel compaties and the City of San Diego. That ruling was issued on December 13, 2016
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TABLE A -10
CITy AND COUNTY OF SAN FRANCISCO
Teapsient {)ccu‘gmmy Fax Reveanes
Fiseal Years 201102
(mms)
Fiaeal Year Tax Rate Rivenie Change

2011-12 14.0% $239,568 $24,056

2012-13* 14.0% 241,961 2,393

2013-14 14.0% 313,138 AT

2014-15% 14.0% 399,364 $6,226 5
2015-16 14:0% 392,686 (6,678) -1.7%
2016-17 budgeted 14,0%% 414,200 21,514 5.5%
2017-18 budpeted 14.0% 440,205 26,004 6.3%

ﬁsca‘i year 2{*1 6-17 and 2097-18 are Orxgnm"Biﬁdget amouts:
Amountsin fiscal vear 2012-13 and FY 2014-15 are.substantially adjusted due to multisyedr
audit and litgation reschaions.

Sirge: Office of the Conteolier, €ity and County of San-Franeisco.

Rea! Property Transfer Tax

Atax is impnsed G all real estate transfers recordecﬁ in ‘i:he Ciiy ’I‘ransfer tax revenue is more susoeplihle to economic

mﬂhm to $5.0 mll ion; m 00 per $1 000 fmr pmpames valtmci mere than SS 0 mllhcm and less thian $]0 0 mlllmn
and $25 per $1,000 for properties valued at more than $10.0 million. After the passage of Proposition V onNovember
8, 2016, tmnsfer tax rates were ﬂmended raising the rate to $22, 50 pm‘ $1,000 for pmperties valued more than $5.0

................................

Real property transfer tax: (“RPTT”) reveniié in fiscal year 201 5-16 was $269 million, a 546 milltion (-14.5%) decrease
from fiscal year 2014- 15 revenue. Figcal year 2.016 17 RLE’TT revenue is budgeted to be $235 miﬂi{m approximately
$34 million {-13%)) Ié

-ﬁi

m‘i]li'dﬁ (-4%).
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TABLE 4-11

CITY AND COUNTY OF SAN FRANCISCO

Real Property Transfer Tax Receipis
Hiseal Yerrs 2011-12 throuph 261 7-18

©08s)

Fisoal Year Beienue Chanps

012 £233,591 LHRany 2:8%
2012-13 233,730 {851} DA%
201314 261,925 M5 12.5%%
206144145 F4605 BLO7R 20.1%
2013-16 269,050 (45,518 mhé 5%
2016-17 budgeted 235,000 (34.050) ni2.7%
2017-18 budgeted 225,000 (10,004) ~4.3%

1Figures for fiscalyear 2011-12 through 20135-16are audited actuals:
Figures for fiscal year 2016-17 and 2017-18 are Original Rudget

amounis.

Source: Office of the Controller, City and County of 8an Francisco.

Sales qnd The Tax

significantly to sales tax receipts. The budget assumes no changes from State laws affecting sales tax reporting for
these online retailers. Sustained growth in sales tax revenue will depend on changes to state andl federal lawand order
fulfillment strategies for online retailers.
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TABLE 4-12

CETY AND COUNTY OF SANFRANCISCO
Rales andUse Tax Rewnues
Figeal Vears 201317 through 201718

ODds)

Feeal Yemr™ Tax Hate iy Share Riéhime Chatige

2011-12 8.50% 0.75% £117.071 $10,769 T0.1%
2011-12 3 %.50% 1.00% 155,466 14,541 0,39
2012-13 8.50% 0.75% 122,271 5,200 4:4%
2012-13 add. %.50% 1.00% 162,825 7,359 4:7%
201334 8.75% 0.75% 133,705 11,434 9.4%
201314 adi.) R.75% 1.60% 177,299 1447 8.9%
2014-15% 8.75% 0.75% 140,146 6441 4.8%
2014-15 adi.! 8.75% 1.00% 186,891 9,592 5.4%
2015-16° 8.75% 0.75% 167,915 27,769 19:8%
2015-16 adi.” R.75% 1.00% 204,11% 17.227 9.2%
2016-17 budgeted’ 8.75% 1.00% 200,060 (4,058) -2.4%
2017-18 budeeted’ 8.50% 1.00% 207,060 7,000 3.5%

*Figures for fiseat year 2011-12 through fiscal year 2015-16 are audited actuals. Figures for fiscal

! Adjusted figures represent the value of the entire 1.00% local sales tax, which was reduced by
0.25% beginning in fiscal year 2004-65 through December 31, 2015 in order to repay the State's
Economic Recovery Bonds as authorized under Proposition 57in March 2004. This 0.25% reduction
is backfilled by the State.

Source: Office of the Controller, City and County of 8an Francisco.

Ttility Users Tax

The City imposes a 7.5% tax on non-residential users of gas, electricity, water, steam and telephone services: The
Telephonie Users Tax (“TUT”) applies to chiarges for all telephone communications services in the City to the extent
perimitied by Federal and State law; including intrastate, interstate, and international telephone services, celbular
telephone services, and voice over internet protocel {(“VOIP”). Telephone communications séivices do not iiglude
Internet access, whichiis exempt from taxation under the Internet Tax Freedom Act.

Fiscal year 2015-16 Utility User Tax reventes were $99 million, representing no change from fiscal year 2014-15
revenue. Fiscal year 2016-17 revenue is budgeted to be $94.3 million, representing expected decline of $4.4 million
(4.4%) froin fiscal yesar 2015-16. Fiscal year 2017-18 Utility User Tax revenues are budgeted at $95.5 million; 2 §1.2

fiillion ingredse from fiscal vear 2016-17 budget:

Fanergenoy Bospanse Pes: Access Line Tax
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City and is collected from telephone communications service subscribers by the telephone service supplier, Access
Line Tax revenue for fiscal year 2015-16 was $44 million, a $5 million (~11%) decrease over the previous fiscal year
due to a large one-time payment in fiscal year 2014-15 related to a prior year audit finding, In fiscal year 2016-17,
the Access Line Tax revenue is budgeted at $47 million, 2 $3 million (-8%) decrease from fiscal year 2015-16 revenue.

ling tox rate as required under Business andTax Regulation Code Section 784,

Farigng Tax

A 25% 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. Parking Tax revenue is positively correlated with business activity and
employiment, both of which arc projected to'increase over the next two years as reflected in ingreases in business and
sales tax revenue projections,

Fiscal year 201516 Parking Tax revenue was $86.0 million, $1.2 million (-19) below fiscal vear 2014-15 révenue.
Parking tax revenue is budgeted at $92.8 million in fiscal year 2016-17, an increase of $6.8 million (7%) over the
fiscal year 2015-16. In fiscal year 2017-18, Parking Tax revenue is budgeted at $95.2 million, $2.4 million (3%) over
the fiscal year 2016417 budgeted amount. Patking tax growth estimates are commensurate with expected obanges to
the CBI over the same period.

Parking tax revenues are depuosited fnto the General Find, from which ah amouit equivalent to 80% s tanéforred to

INTERGOVERNMENTAL REVENUES

State - Realignment

revenue was $176 million. In fiscal year 2016-17, it is budgeted at $180 million, or $3 million (2%) more
than the fiscal year 2015-16 actual. This growth is attributed o a $6 million (5%) increass in #ales tax
distribution and a $3 million (8%) decrease in the VLF distribution due to the base allocation changes and
projected fiscal year 2015-16 growth payments. The fiscal vear 2017-18 General Fungd share of réveniue is
budgeted at $176 million, a net annual decrease of $3 million (-2%)in sales tax and VLF distributions Based
onthe projected growth payments.

responsibility: for supervising certain kinds of feloiiy offenders and stale piison pirolees from state:

and parole agents to county jails anid probation officers. T fiscal yeur 2015-16, this fevinne souroe totaled
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$40 million. Based on the State’s budget, this revenue is budgeted at $41 million in fiscal year 201617, a §1
million (2%) inicrease over the fiscal year 2015-16 actual. This increase reflects increased State funding to
support implementation of AB109. The fiscal year 2017-18 budget assumes a $2 million (6%} increase from
fiscal year 2016-17 budget.

Piiblic 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. This revenue is a function of the City’s proportionate &hafe of
Statewide sales activity. Revenue from this source for fiscal year 2015-16 was 897 million, an increase of $3 miillion
(3%) from fiscal year 2014-15 revenues. This revenuc is budgeted at $102 million in fiscal year 2016-17 and $106
million in fiscal year 2017-18, representing anfiual growth of $5 millivn (5%) and $4 million (4%) respectively. These
revenues are dllocated fo courties by the State separately from the local one-percent sales tax discussed abeve, and
are used fo fiind police and fire services. Disbursements are made to counties based on the county ratio, which is-the
county’s percent share of total statewide sales taxes in the most recent calendar year. The county ratio for San
Francisco in fiscal year 2015-16 is 3% and is expected to remain at that level in Tiscal year 2016-17 and fiscal year

2017-18,
Other Intergovernmental Grants and Subventions

Tn addition to those categories listed above, the City received $588 million of funds in fiscal year 2015-16 from grants
and subventions from State and federal governments to fund public health, social services and other programs in the
General Fund. This represents a $17 million {3%5) increase from fiscal year 2014-15. The fiscal year 2016-17 budget
is $637 million, an increase of $49 million (8%).

Charges Tor Services

Reveniie fromchatges for services in the General Fund infiscal year 2015-16-was 8234 million and is projectéd to be
largely unichanged in the fiscal year 2016+17:and 2017-18 budget.

CHY GENERAL FUND PROGRAMS AND EXPENIITURES

.......

addition, the Charter imposes certain baselines, mandates, and property tax set-asides, which dictate expenditure or
service levels for certain programs, and allocate specific revenues or specific proportions thereof to other programs,
including MTA, children’s services and public education, and libraries. Budgeted baseline and mandated funding is
$968 million in fiscal vear 2016-17 and $1 billion in fiscal year 2017-18. As noted above, voters approved additional
spending requirements on the November 2016 ballot, which are incorporated into five-year projections and will be
included inthe fiscal year 2017-18 budget.

Gemeral Pend Expenditures by Major Service Aven
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T4BILE 4-33

CErY AND COUNTY OF SAMN FRANCISCO
Expen@tires by Major Ssrvcs Aven
Fiscal Years 281342 thraugh 201 7-68

{680}
; FY 281203 TVeLsEs FYROE4AE ' LT ; FYZ2R17-18
Major Service Avess Oeiginel Birduee Oripined BudpetOriginal Budees Oufpinal Budpst Oriptngl Buded: Oy gt Orlginal Budeet
i Blas P i) Siosgasy s1.38532 £1173577 S128.081 S1si e
F 1 & Neghborhood Reveloprmont 70,878 4 195,358 857,085 175,768 165,458
Comrmin thely £39.852 1LETR PGB8 Y554 STYETR 1,008,965
General Adnsnistration & Pinance 182454 244,561 293,147 286,871 FEE2IE 24,300
Cuitnre & Recowation 111,066 19570 176,952 £37, 062 5B ass pict:tns
Gersersl Oty Redpons illities 145,568 FEbe (0] 158 480 ERELDAR F4BA0R el
Public Works, Teagspertation & Commere £788% Bogy 27673 161,545 E34.3d44 164805
Totalt 2841 104 55,115,188 15416440 $1.640:137 e T S3DAGEREG

*Tatad vy aot wdd s 1o sauiding
Source: Office of the Conroller; Chty sy Conndy of San Francisso.

Public Protection primarily includes the Police Depattment, the Fire Department and the Sheriff’s Office. These
departments are budgeted to receive $450 million, $241 million and $170 million of General Fund support respectively
in fiscal year 2016-17 and 3460 million, $245 million, and $178 million respectively in fiscal year 2017-18. Within
Human Welfare & Neighborhood Development, the Department of Human Services, which includes aid assistance
and aid payments and City grant programs, is budgeted to receive $219 million of General Fund support in the fiscal
year 2016-17 and $233 millionin fiscal year 2017-18.

The Public Health Department is budgeted to receive $608 million in General Fund support for public health programs
and the operation of San Francisco Cleneral Hospital and Laguna Honda Hospital in fiscal year 2016-17 gnd $712
wiillion in fiscil voar 2017-18.

For budgetary purposes, enterprise flinds afeicharacterized as eithir selfgupporied Rinds br Génbral Fundid
turds. General Fund-supported fundy include the Convention Pacility Fund, the Cultural. atd Resrsalion

the {ips Tax Fund, the Golf Fund, the Grants Fund, the General Hospital Fund, and the Laguna Honda Hospi :
TheMTA s clagsified as a selfisupported fond, although it receives an annunl general fund wansfer squal o 8% of

general fund parking tax receipis pursuant er. This transfer iv budgeted (o be £74.3 million in fisesl year

2016+17 and $76.2 million in the fiscal year 201 7-18.

Basglines

required and budgeted levels of appropriation funding for key baselines and mandated funding requirements. Revenue-
driven baselines are based on the projected aggrepate City discretionary revenues, whereas expenditure-driven
basclines are typically a function of total spending. This table reflects spending requirements at the time the fiscal vear
2016-17 and fiscal year 2017-18 budget was finally adopted. It does not include spending requirements subsequently
adopted by voters in November 2016, which require the City to maintain street trees (Proposition E), estimated at $19

figcal yéar 200617,
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TABLE A-14
CITY AND COUNTY OF SAN FRANCISCO

Baselines & Sct-Asides
Fiscal Year 2016-17

Gn Millions}

FY 281617 FYI61e-17

Regutred Orrigingl

Bazelines & Set-Asides Buaseling Budpet
Municipal Transportation Agency (MTA) $212.0 $212.0
MTA Baseling - Population Adjustment $38.0 $38.0
Parking and Traffic Conmssion £m0.5 $79.5
Children's Services $153.1 $157.5
Transitional Aged Youih $18.4 $23.2
Library Preservation $725 $72.5
Public Education Baseline Services $9.2 $92
Recreation and Park Maintenance of Efforl $657.4 5674

Public Education Entichment Funding

Unified School District $64.6 $64.6
Office of Barly Care and Educéation $32.3 $323
City Services Auditor $l6.3 $16.3
Huniin Serviges Homglsgs Care Fund $16.7 5167
Broge i Related Seb-Anides
Miunicipal Symphony $2.6 £2.6
Children's Fund Set-Aside $72.6 $72.6
Library Preservation Set-Aside $51.8 $51.8
Open Space Set-Aside $51.8 $51:8
Staffing and Service-Diriven
Police Minimum Staffing Requirement likely met
Fite Neighborthood Firechouse Funding Requirement met
Treatment on Demand Requirement met
Total Baseline Spending $058.90 BO68.08

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

With tespest to Police Department staffing, the Charter mandates a police staffing baseline of not less than 1971 full-
duty officers. The Chartersmandated baseline staffing level may be reduced in cases where civilian hires result:in ihe
return of 4 full-duty officer to active police work, The Charter also provides that the Mayor and Board of Supeivisors
may convert a position from a swom officer to a civilian through the budget process. With respect to the Fire

Department, the Charter mandates baseline 24-hour staffing of 42 firchouses, the Arson and Fire Investigation Unit,
no fewer than four ambulances and four Rescue Captains (migdical supervigors).
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EMFPLOYMENT COETS; POST-RETIREMENT OBLIGATIONS

The cost of salaries and benefits for City employees represents approximately 50% of the City’s expenditures, totaling
$4.7 billion in the fiscal year 2016-17 Original Budget (all-funds), and $4.9 billion in the fiscal year 2017-18 Original
Budget. Looking only at the General Fund, the combined salary and benefits budget was $2.2 billion in the fiscal vear
201617 Original Budget aud $2.3 billion -in the fiscal year 2017-18 Origitad Budget, This seotion discusses the

Siperior Court are not City employees.
Esqbor Relations

The City's budget for fiscal years 201617 and 2017-18 includes 30,626 and 30,903 budgeted City Pisitions,
respectively. Cityworkers wre represented by 37 differcit labor tinions. Thie largest tniois in the Cliy ave tHe Sésvive
Empioyees International Union, Local 1021 (“SEIU™); the Intemational Federation of Professional and Technical

Engineers, Local 21 (“IFFTE”); and the 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 (the Meyers-Milias-Brown Act, California Government Code Sections 3500-3511) and the City Charter. San
Francisco is unusual among California’s cities and counties in that nearly all of its employees, even managers, are
represented by labor organizations. Further, the City Charter provides a unique impasse resolution procedure. Inmost
cities and counties, when labor organizations cannot reach agreement on a new contract, there is no mandatory
procedure to settle the impasse. However,"in San Francisco, nearly all of the City's contraets advance 16 interest

impartal

Disciplinary actions are generally subject o grievance arbitrstion, with the exception of police, fre and sheriffs

cmployess.

In May 2014, the City negotiated three-year agreements (for fiscal years 2014-15 through 2016+17) with most of its
labor unions. In general, the parties agreed to: (1) annual wage increase schedules of 3% (October 11, 2014), 3.25%
{October 10, 2015), and 3.25% (July 1, 2016); and (2) some structural reforms of the City’s healthcare benefit and
cost-sharing structures to rebalance required premioms between the two main health plans offered by the City. These
changes to health contributions build reforms agreed to by most unions during earlier negotiations.

In June 2013, the City negotiated 2 contract extension with the Police Officers’ Association {POA™), through June
30, 2018, that includes wage increases of 1% on July', 2015; 2% on July 1, 2016; and 2% on July 1, 2017. Inadgition,
the union agreed fo lower entry rates of pay for new hires in entry Police Officer classifications. Tn May 2014, the
City negotited 4 contract extension with the Firefighters Association throuwslyFune 30, 2018, which tirrored theters
of POA apreement,

Pursuant to Charter Section 84104, the MTA is responsible for negotiating contracts for the transit operators and
employees n servioe-critical bargaining uniis. These contracts are subject to approval by the MTA Board. :In: May
2014, the MTA and the union réprosenting the fransit operators (T'WU, Local 250-A) agreed to a three-year contract
that rune through June 30, 2017. Provisiont in e contract include 14.25% in wage increases in exchange for

ehiminaglonof the 7.5% ewplover tetiveiisent pick-up.
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Tn February 2017, the City negotiated two-yéar contract extensions (for fiscal years 2017-18 and 2018-19) with most
of its labor unions. The parties agreed to a wage increase schedule of 3% on July 1, 2017 and 3% on July I, 2018,
with a provision to delay the fiscal year 201819 adjustment by six months if the City’s deficit for fiscal year 2018~
2019, as projected in the March, 2018 update to the Five Year Financial Plan, exceeds $200 million. Existing
agreements with police officers, firefighters, and physicians expire in June 2018; the agreement with supervising
nurses expires in June, 2019,
Table A-15 shows the membership of each operating employee bargaining unit and the date the current labor Goritract

expires.

TABLE 4-15

CIIY AN COTUNTY OF S AN FRANCISCO: (AH Funids)

Eraghoves Orpaniretions ssof Suly 1, 2016

Autometive Machinists, Local 1414
Bricklavers, Local 3/Had Carriers, Looal 36
Building Inspectors Association
Carpenters, Local: 22

Carpet, Linaleutn & Soft Tile

CIR (Interns & Residents)

Cement Masons, Local 580

Deputy Sheriffs Association

[Hstrict Attorney Investigators Association
Fleetrical Workers, Local 6

Glaziers, Losal 718

Tnteenational Alliance of Theatrical Stage Enployees, Local 16
Tronworkers, Local 377

Laborers Intomational Union, Local 261
Munipipal Atpomeys' Association
Minisepal Bacutives Assoaiation

MEA, - Police Management

WARA - Bl Blanageimisig

Opecating Engincers, Logal 3

City Workers United

Pite v, Local 34

Plaenbers, Eoout 38

Probution Offivers Assookation

Professional & Techndeal Pugineers, Luonl 21
Rovafers, Local 40

SiF. nstiutional Police: Officers Assoafation
SF, Firefighters, Locul 798

5.F. Police: Officers Association

SECE, Favend 1021

SEIY, Loucal 1021 H-1 Bescue Paramedics

Sheet Metal Waorkers, Tocal 164

Sheril¥s Managers and Supervisors Asseciation
Stationary Engineers, Local 39

Supervising Probation Officers, Operatiig Engineers, Local 3
Teamsters, Local 853

Teams ters, Local 856 (Mult-Unit)

TWILJ, Local 200 (SEAM multi-unit & claimg)
TR, Local 25048 Aute Service Waorkers
TWIH250-A Miscellaneous

TWU-250-A Fransit Opetators

Union of American Physicians & Deniiits
Uniepresented Employees

Budgeted

18
26
115

38
BO1
45
914

15
1ik14

453
1,287

3
fice)
87
W47
154
6,131
13

1,837
2,506
12,47
1,723
4
45
99
692
31
171
115
126
364
180
54
17
2,658
205
134
35,817 11

304NH-19
30-Jun-19
T2
30-Tun-1%
30-Jun-19
30=Fun~19
30-Fun-19
30Jun«19
I0-Jun-19
30-Tun-19
30-Jun-19
30Jun19
30-Tun-1%9
30-Jun~1%
3OeTin- kY
30uTunsd9
A0-TUHRTR
WTun-18
A0Foan-19
30-Fun-19
30-Fun-19
B0-an~19
30-J0ns19
30Jun-19
30-Fun-19
FiJun-19
LT )
30~Jin -8
AWJun-19
I-Jun-19
30-Jun-18
30-Tun-19
30-Jun-19
30-Jun-19
30-Jun-19
30-fun-19
30uJun-19
30-Jun-15%
30-Jun-1%
30-Jun-19
30-Jun-19
3eJun-19
30-hun-19
30-Fun-18
30-Jun-18

1 Budgeted positipns do hot inclide SEUSH, SECCD, or Superivr Colrt Persornel,

Sourge: Depertroent of Fhamen Resourges :Mjwm Felatdons Division, City and Coutity F San Franciise,
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San Francisce City and County Employees” Retirement System (*SFERS” or “Retirement System”)

History and Administration

The Refirement System is administéred by the Retirement Board consisting of seven members, three appotated-by the
Mayor, three elected from among the membiers of the Retirement System, at feast two of whom must be actively

smployed, and a member of the Board of Supervisors appointed by the President of the Board of Supervisors:

The Retirement Board appoints an Executive Director and an Actuary to.aid in the adisinistrition of the Retirenient
Systemn. The Executive Director serves as chief executive officer, with responsibility extending to all divisions of the
Retirement System. The Actuary’s responsibilities include advising the Retirement Board on sctuarial matters and
monitoting of actuarial service providers. The Retirement Board retains an independent consulting actugrial firm to
prepare the annual valuation reports and other analyscs. The independent consulting actuarial firm is currently
Cheiron, Inc., a nationalty recognized firm selccted by the Retirement Board pursuant to a competitive Process.

In 2014, the Retirement System filed an application with the Internal Revenue Service (“IRS”) for a Determination
Letrer. In July 2014, the IRS issued a fivorable Determination Letter for SFERS. Issuance of & Determination Letter
constitutes a finding by the IRS that operation of the defined benefit plan in accordance with the plan provisions and
documents disclosed in the application qualifies the olan for federal tix exeript stitis. A fax gialified plan alse
provides tax advantages torthe City and o merabers of {he Retirement Sydtem. The favorable Determination Letter
included IRS review of all SFERS provisions, including the provisions of Progosition C approved by the City ¥
inMovember 2811

Adenibership

Retirement Sysiem members include eligible employees of the City and Colsty of San Francisco, the SF 1, the

SPCCD; and the San Prasciscs Trial Oourts,

The Retirement System estimates that the total active nembership as of Fuly 1, 2016 is 40,051, compared 1o:37,821
at the most recent valuation date of uly 1, 2015, Active menibership at Faly 1, 2016 iickides 6,617 terminatéd vestod
members and 1,028 reciprocal members, Tenminated vested members are former emplovess who hive vested rights
in future benefits from SFERS, Reciprocal members are individuals 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 inthe
future. Monthly retirement allowances are paid to approximately 28,286 retired members and beneficiaries. Bencfit
recipients include retired members, vested members receiving a vesting allowance, and gualified survivors.

Beginning July 1, 2008, the Retirement System had a Deferred Retirement Option Program (“DROP™) program for
Police Plan members who were eligible and elected participation. The program “sunset” on June 30, 2611, A total

of 354 eligible Police Plan members elected s paticipate in DROP during the thiree-year enrollmerit window: -As of
July 2016, there are no members sotive in DROP

Table A-16 displays total Retirement System participation (City and County of San Francisco, SFUSD, SFEED, and
Sen Francisco Trial Courts) as of the five most recent actuatiel valuation dates, July 1, 2012 through Fuly &, 2016,
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TABLE A-16
SAN FRANCISCO CITY AND COUNTY
Employees' Retirement System
Fiscal Years 2011 <12 through 2015 -16

As of Aethve Vested Reciprecal Total Retivess/ Agtive to
Imdnd Mpwmbers Memlers  Members  Nowevetived | Continuants Retives Hatio
2012 28,097 4,543 1,015 33,655 25,190 1.115
2013 28,717 4,933 1,040 34,690 26,034 1.103
2014 29,516 5,409 1032 35,957 26,852 1.099
2015 30837 5,960 1,024 37821 27485 1.122
2016 32406 6,617 1.028 40.051 28,286 1.146

Spurces  SVEEY annusl Ty 1 sciuvarial valustion reports
See Hitp:/finysfers, grgfresources/publicationg/efers-actuarial-valuations/
Notes: Member counts exclude DROP patticipants.
Member counts are for the entire Retirement System and inchide non-City employces.

Funding Practices

Employer and employee (member) contributions are mandated by the Charter. Sponsoring employers are required to
contribute 100% of the actuarially determined contribution approved by the Retirement Board. The Charter specifies
that employer contributions consist of the normal cost (the present value of the benefits that SFERS expects to become

payable in the future attributable to'a curtent year’s employment) plus an amertization.of the unfiinded liability over

a period not toexceed 20 yoars. The Retirement Board sets the funding policy subject to the Chatter requirdiients.

actuarial firm.

At the November 2016 Retirement Board meeting, the Board voted to make no changes in-economic assumptions for
the July 1, 2016 actugrial valustion following the recommendation of the consulting actuarial: firm. Key esonomic
agsumiptions are the long-term investment earnings assumption of 7.50%, the long-term wage inflaticn agsumption of
3.75%, and the long-term consumer price index assumption of 3.25%. In November 20135 thie Board voted 1o update

demographic assumptions, including mortality, after review of a new demographic assumpiions study by the
consulting actuarial firm.

While employee contribution rates are mandated by the Charter, sources of payment of employee contributions (i.e.
City or employee) may be the subject of collective bargaining agreements with each union or bargaining unit. Since
Tuly 1, 2011, substantially all employee groups have agreed through collective bargaining for employees to contribute
all emplovee contributions through pre-tax payroll deductions.

Prospective purchasers of the City's bonds should carefully review and assess the assumptions regarding, the
performance of the Retirement System: Audited financials and actuarial reports may be found on the Retirement
System’s website, mysfers.org, under Publications. The information on such website is not incorporated herein by
reference. There is a risk that actual resutts will differ significantly from assumptions. In addition, prespective
purchasers of the City’s bonds are cautiongd that the information and assumptions speak only as of the respective

dates contained in the underlying source documents; and are therefore subject to change.

Esiplayer Contribution History and Annual Valuations

Fiscal year 2014-15 total City employer contributions were $556.5 million which included $243.6 million fidin the
General Fund. Fiscal year 2015-16 total City employer contributions were $496.3 million which included $215.2
million from the General Fund. For fiscal year 2016-17, total City employer contributions to the Retirement System
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are budgeted at $515.0 million which includes $240.4 million from the General Fund. These budgetsd amounts are
based upon the fiscal year 2016-17 employer contribution rate of 21.40% (estimated to be 18.8% after taking into
account the 2011 Proposition C cost-sharing provisions). The fiscal year 2017-18 employer contribution: rate is
23.46% per the July 1, 2016 actuarial vajuation report (estimated to be 20.1% after taking into account co¥t-sharing
provisions). The increase in employer contribution rate from 21.40% to 23.46% results primarily fom. two
reasons: 1) theretroactive grantof 2013 and 2014 Supplemental-COLAs after the Ootwber 2015 California Court of
Appeal determination in Profect Our Benefits v. ¥ty and County-of San Franciseo that the “full funding” requirement
for Supplemental COLAs adopted under Proposition € does not apply to members whe retired on or afier Ngvember
6, 1996 and were hired prior to Jaouary 7, 2012, and 2) the continued phase in of the 2015 assumption-changes
approved by the Retirement Bosrd, As discussed under “City Budget — Five Year Financial Blan”™ increases in
retirement costs argprojected in the Citv's December 2016 Five Year Financial Plan.

Table A-17 shows total Retirement System labilities, assets, and peroent funded for the last five actiatial valisitions
as well as contributions for the fiscal years 2011-12 throngh 2015-16. Information is shows for all employers inthe
Retirement System (City and County.of San Francisco, SFUSD, $FCCD, and San Francisco Trial Cousts). “Actisarial
Liability” reflects the actuarial accrued lability of the Retirement System measured for purposes of determining the
funding contribution. “Market Value of Assets” reflects the fair market value of assets held in trust for payment of
pension benefits. “Actuarial Value of Asseis” are the plan assets with investment returns different than expected
smoothed over five years to provide a more stable contribution rate. The “Market Percent Funded” column is
determined by dividing the market value of assets by the actuarial accrued liability. The “Actuarial Percent Funded”
column is determined by dividing the actuarial value of assets by the actuarial accrued liability. “Employee and
Employer Contributions” reflects the total of mandated employce contributions and employer contributions received

by the Retirement Systcm in the fiscal year ended June 30" prior to the July 1* valuation date.

TABLE 4-17
SANM FRANCISCO CITY AND COUNTY
Employees' Retirement System
Fiscal Years 201 112 dhrough 201886
{B8bay
Braplowen 8
Market  Actusdal Employer
Ags of Actuarial Market Value  Actuaris! Vilue  Percert  Percent Contributions est!)
I-hal Liahilbey ol Akues GE Agnets et Fusded & prior FY
082 19,303,854 18,293,704 16,027 683 TESY% 82.8% 608 957
2013 20224, 7F7 17,611,545 16,303,397 £4.1% {69 HIE 596
2084 w1 122,567 £9.920.607 18612088 .39 #3.3% g2r.900
2015 22OTRREE 20,428,069 I9653,349 B9 B5.6% BD4.3258 P
2016 24 403,882 20,154,503 20,654,703 BR.6% 84.6% 849,569 20.80%
1 Employer cantribution rates for fiscal years 2016-17 and 2017-18 are 21 40% and 23 46%, respectively,
Sowrees: SFERS audited year-end financial statements and required sipplemental fsformation
SFERS annual July: 1 actuacial valustion reports
Note: Information abovereflects entire Retirement System, not just the City and Cotmty 6F Sin Francisce.

Please note i the table above, that the Market Percent Funded ratio is lower than the Actusrial Percent Funded ratio
for'the first tite in four vears. The Actuariaf Percent Funded ratio does not-yet fully reflect alf asset losses from the
Fastdive Rsoal years,

(GASB Disclosures

The Retirement System discloses accounting and fimancial reporting Information under GASE Statement No. 67,
Einancial Reporting for Pension Plans. This statement was first implemented by the Retirement Svstem in fiscak vear
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funding of its pension obligations are not affected by the GASB 63 changes io the repmtmg of the C;t}r s pension
liability. Funding reguirements are gpecified in the City Charter and are deseribed in “Funding Practives” above,

year census aéjusieé fm' mgmﬁcant £Veits that oceurred zinml,g the year, Sec{md Total Penswn i;aabliny is basea%
upon-& discount rate detétinined by & bilend of the assumed investment returmto the extent the fiduciary net posifion
is avai%able to maks payments and ata mumcipal bond rate 1o the extent thwt the ﬁéuciary net pmitifm is unavaiiab%e

statements disclose oaﬂy its own ;}mpomamte share nf the MNet Penswm Laab;htv and eihar requ;{ed GASB 68
disclogires.

TABLE A-174
SAN FRANCISCO CITY AND COUNTY
Employees’ Retire ment System (in $500s5)
GASE 67/68 Diselosures
Collective Plan Net  Collective Net City and County’s
Ak of Total Pension Discoant Plan Fiduciary Position Pension Py-Gportionate
B0.Fan  Liability (IPL) Rate Net Position: a5 % of TPL Liability (NPL)}  Share of NPL
2013 $20, 785417 7.52% $17,011.545 81.8% $3,773,872 $3,552,075
2014 21691042 7586 19.920.607 91.8% L7 1438 1,660,365
2015 227241802 7AW 20,428,069 89.9%% 2,296 033 2,156,049
2006 25,967,281 7.50% 20,154,503 7765 5812778 5,476,653

Bouites: SFERS Hséil vear-end GASE 67/68 Reporis as of June 30, 2014; 2015, and 26146,

Notes:  Collcetive amounts inelude #ll employess (City and County, 8FUSD, SFCCD, Superior Courts)

30, 2016, see Appendix B: “COMPREHENSIVE ANNUAL FB\IANCIAL REPORT OF THE CITY AND COUNTY
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OF SAN FRANCISCO FOR THE FISCAL YEAR ENDED JUNE 30, 2016,” Page 72.  Although, the Fund did not
hold hedge funds as of June 30, 2016, the Board approved a 5% allocation to absolute return/hedge funds-at its
February 2015 meeting. Implementation of this new allocation began during fiscal year 2016-17.

Recent Voter Approved Changes lo the Retirement Plan

The levels of SFERS plan benefits are established under the Charter and approved directly by the voters, rather than
through the collective bargaining process. Changes to retirement benefits require a voter-approved Churter
amendment. As detailed below, the most recent changes to SFERS plan benefits have been intended to reduce pension
costs associated with future City employees.

Voters passed Proposition D in June 2010 which enacted new SFERS retirement plans for Miscellaneous and Safety
employees commencing on or after July ¥, 2010, Under these new plans, averase final compensation used i
benefit formula changed from highest onesyisar aversge compensation to highsst two-year average compenatioh and
the employee contribution rate increased for City safety and CalPERS members hived on or after July 1
7.5% of covered pay to 9.0%. Proposition I also provides that, in years when the City’s required contiibiition to
SFERS is less than the employernormal cost, the amount saved would be deposited into the Retiree Health Care Trost
Fund.

1

fimit covered compensation to 85% of the IRC $401(a)(17) limits for Miscellaneons members and 75%:
IRC §401{a)(17) limits for Safety members; calculate final compensation using highest threesyear average
compengation; and decrease vesting allowances for Miscellaneous members by lowering the City’s funding
for a portion of the vesting allowance fom 100% 1o 50%;

2. Employees commencing employment on or after January 7, 2012 otherwise eligible for membership in
CalPERS miay become members of SFERS;

3 Cost-sharing provisions which increase or decrease employes contributions to SFERS on and afer Tuby 1,
2012 for certain SFERS members based on the smployer contribution rate set by thie Rétireniicut BEard for
that year. For example, Miscellancous smplovees who earn Setween $30,000 and $100,000 per yéir.pay 4
fluctuating contribution ratein the range of +4% to -4% of the Charter-mundated employee contribution rate,
while Miscellaneous employees whoe earn $100,000 or more per year pay a fluctuating contribution ratein the
range of +5% to -5% of the Charter-mandated employee contribution rate: Similar fiuctuating employee

confributions are also requirad from Safety employeesjand .

permanent adjustents to retiremetit benefits - in any year When 4 Suppletiental COLA is not paid, oll
previousty paid Supplemental OOLAS will expire:

Aretires organization has brought a legal action against the requirement in Proposition C that SFERS be filly funded
itt order to pay the Bupplemontal COLA. In that case, Protect our Benefits (POB) v. City of Sun Framvisco (Ut DCA
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Case No. A140095), the Court of Appeals held that changes to the Supplemental COLA adopted by the voters in
November 2011 under Proposition C could not be applied to current City and County employees and those who retired
after November 1996 when the Supplemental COLA provisions were originally adopted, but could be applied to
SFERS members who retired before November 1996. This decision is now final and its implementation increased the
July 1, 2016 unfunded actuarial liability by $429.3 million for Supplemental COLAs granted retroactive to July 1,
2013 and July 1, 2014.

On July 13, 2016, the SFERS Board adopted-a Resolution to exempt members who rétived before November 8, 1996,
from the “fully funded” provision related to payment of Supplemental COLAs under Proposition C. The Resolation
directed that retroactive payments for Supplemental COLAs be made to'these retivees. After the Board adepted the
Resolution, the Retirement System published an actuarial study on'the cost'to the Fund of payments to the pre-1996
retitees. The study reports that thi two retroactive supplemental payments will trigger immediate payments: of 534
tnillion, create additional liability for continuing payments of $114 million, and cause a new unfunded liability of
$148 million. This liability does not include:the Supplemental COLA payments that may be triggered in the fiture.
Under the cost sharing formulas in Proposition C, the City and its.employees will pay for these costs in the form of
higher yearly contribution rates. The Controlfer has projected the future cost to the City and its employees to'be $260
million, with over $200 million to be paid in the next five fiscal years. The City obtained a permanent injunction to
prevent SFERS from making Supplemental COLA payments to these members who retired before November 6, 1996.
The Retirement Board has appealed the Superior Court’s injunction, and the schedule for that appeal is not yet known.

In August 2012, Governor Brown signed the Public Employes Pension Reform Actof 2012 ("PEPRA”). Current plan
provisions of SFERS are not subject to PEPRA although future amendments may be subject to these reforms.

Recent Changes in the Economic Enviromment and the Impact on the Retirement System

As of June 30, 2016, the audited market value of Retirement System assets was $20.2 billion. As of February 28,
2017, the unaudited market value of SFERS’ portfolio was $21.5 billion. These values represent, ‘as of the date
specified, the estimated value of the Ritirement System’s portfolio if it were liquidated-onthat date. The Retirement
System carinot be gertain of the value of certain of its portfolio assets and, accordingly, the market vatue of the portfolio
could ke miore or 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. Representations.of maiket valuations are

audlited at each fiscal vear end as part of the annual audit of the Retirement Bystem’s financial statements.

The Retirement System invesiment portfilio is structured for lohg-term performance. The Retirement System
continually reviews investment and asseét allocation policies as part of its regular operations and continues to rely on
an investment policy which is conisistent with the principles of diversification and the search for long-term: value.
Market fluctuations are an expected investesnt risk for any long-term strategy. Significant:market fluctuations are
expected tohave significant irpact on the value of the Retirement System investment portfolio.

A decline in the value of SFERS Trust assets-over time, without a commensurate decline in the pension liabilities, will
result in an increase in the contribution rate for the City. No assurance can be provided by the City that contribution
rates will not increase in the future, and that the impact of such increases will not have a material impact on City
finances.

Other Emplovee Refirément Benefits
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Adedical Bensfits
Administration through San Francisco Health Service Systew; Audited System Financial Statements

Medical benefits for eligible active City employees and eligible dependents, for retired City employees and eligible
dependents, and for surviving spouses and domestic partners of covered City employess {the “City Beneficiaries”) are
administered by the San Francisco Health Service System {the “San Frangisco Health Service Systens” or “SEHSS™)
pursuant to City Charter Sections 12.200 ef seg. and A$.420 ef seg, Pursuant to such Charter Sections, the San
Francisco Health Service System also administers medical benefits to active and retired employees of SFUSD,
SFCCD, and the San Francisco Superior Court (collectively the “System’s Other Beneficiaries™). However, the City
is not reguired to fund medical benefits for fie System®s Other Beneéficiarics and therefore this section focuses on the

funding by the City of medical and dental bénefits for City Beneficiaries. The San Francisoo Heslth Service System
is overseen by the City’s Health Service Board (the “Health Service Bosrd™). The seven member Healih Service Board
is composed of members including a seated member of the City’s Board of Supervisors, appointed by the Board
Fresident; an individual who regularly consults i the health care field, appofnted by the Mauyor; a docio of redicine,
appointed by the Mayor; a member nominated by the Controller and approved by the Health Service Board, and three
members of the San Francisco Health Service System, sctive or retired, elected from emong their members, The
plans (the “SFHSS 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 San Francisco 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 benefils for the HSS Beneficiaries are fimded. The San

As presently struiiured under the City Charter, the Health Service Trust Fund is not a fund through wiich assets are
accumuiated to finance post-eraployment hédltheate benefits (an “OPEB trust find™), Thus; the Health Service Trust
Fund is not currently affocted by Governmiental Accounting Standards Board (“GASE™) Staterment Number 45,
Financial Reporting for Postemployment Benefit Plans Ofther Than Pensions (“GASH 457), which applies fo OPEB
trust funds,

Datermination of Emplayer and Employee Contributions for Medical Bernefits

employees and retirees is determined by the results of a survey annually of the amount of premium contributions
provided by the 10 most populous counties in California (other than the City). The survey is commonly called the 10-
County Average Survey and used fo 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 AB.428, the City is required to contribute to the Health Service Trust Fund an amount equal to-such
“average contribution” for each City Beneficiary.

..... Erage
was eliminated inthe caloulation of premiums for active employees represented by most wnions, and sxchangéd for 4
percentage based employee premiwm contribution. The long ferm impuact of the premivm contribution model is
anticipated to be .a reduction in the relative proportion of the projected increases in the City’s contributions for
healthcate, stabilization of the medical plan membership and maintenance of competition among plans. The
contribution amounts ar¢ paid by the City into the Health Service Trust Fund. The 10-County Average is stillused as
a bagis for calculating alf retives premiilims, To the extont annual medical premiums exceed the contributions-made by

the City as required by the Charter and union Kgreements, such excess must be paid by HS8 Beneficiaries or, if elected
by the Health Service Board, from ngt assetd also beld in the Health Service Trust Pund. Medical benefits for City
Beneficiaries who are retired or stherwise ot employed by the City (e.a., Srviving spouses and surviving domestic
partoers of City retirees) (*Nonemployee City Beneficiaries”y ure funded through contiibutions £of such

Konemployee City Beneficiaries and the City as determingd pursaant to Chartsr Section A8 428, The San Feiicises
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Health Service System medical benefit eligibility requirements for Nonemployee City Beneficiaries are described
below under “ Post-Emplovment Health Care Benefits and GASB 437

Contributions relating to Nonemployee City Beneficiaries are also based on the negotiated methodologies found in
most of the union agreements and, when applicable, the City contribution of the “10-County average contribution”
comr¢sponding to such Nonemployee City Beneficiaries as described in Charter Section A%.423 along with the
following:

Monthly contributions from Nonemployee City Beneficiaries in amounts equal to the monthly contriblitions réguired
from active employees excluding health coverage or subsidies for health coverage paid for active employecs as g regult
of collective bargaining. However, such monthly contributions from Nonemployee City Beneficiaries coveredunder
Medicare are reduced by an-amount equal to the amaoiint contiibuted monthly by such persons to Medicare.

In addition to the average contribution the City contributes additional amounts in respect of the Nonemployee City
Beneficiarics sufficient to defray the difference in cost to the San Francisco 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 monthly contributions required for
the first dependent.

Health Care Rejform

At (“ACA™) combined with both Houses of Congress with Republican majorities who are equally. set on fepedling
thie ACA piits miany of thie fees and taxes in limbo until legislation is passed to “repeal and replace Obamacare™ by the
curent Congress and signied by President Tramp (“HealthReform 2.07).

On March 23, 2010, President Obama signed into law the Patient Pratection and Affordable Care Act (Public Law
111114, and on March 30, 2010 signed the Health Care and Education Reconciliation of 2010 (collectively, the
“Health Care Reform Law” or the ACA or “Obarmacare™. The ACA wag intended to extend health insurance to over
32 million uninsured Americans by 2019, and includes other significant changes with respect to the obligation to carry
health insurance by individuals and the provision of health care by private and public employers, such-as the City.

The Health Care Reform Law was designed to be implemented-in phases from 2010 to 2018, The provisions of the
Health Care Reform Law include the expansion of Medicaid, subsidies for health insurance for certain individuals,
mandates that require most Americans obtain health insurance, and incentives for employers with over 50 ermployees
to provide health insurance for their employees or pay a fine. On June 28, 2012 the 1.5, Supreme Court ruled to

uphold the employer mandate, the individual mandate and the state Medicaid expansion requirements.

Provisions of Health Care Reform already implemented by HSS include discontinued eligibility for non-prescription
drugs reimbursement through flexible spending accounts (“FSAs™)in 2011, eliminated copayments for wellness visits,
eliminiated lifs-tite caps on coverage, exparided eligibility to cover member dependent children up to age 26 in2011,
elintinated copaynients for women’s preventative health including contraception in 2012, W-2 reporting on total
healthcare premium costs, implementation of a medicalloss ratio rebate on self-insured plans, issuance of 4 separate
summary of benefits to cvery member and provided to every new member and providing information on State
Exchanges to both employees currently on COBRA and future COBRA recipients and as of 2015 and 2016, and

beyond, healthcare FSAsare limited to $2,550 annually.

The change to the definition of 4 full time employee was implemented in 2015. The City modified health benefit
eligibility to emplovees who are employed, on average, ‘at least 20 hours of service per week. The: Asitomatic
Enrollment requirement in the Health Care Reform was deferred indefinitely. This requires that employers
automatically enroll new full-time employees in one of the employet’s health benefit plans (subject to ary daiting
period authorized by law). Further it is-required employees be given adequate notice and the opportunity o opt out
of any coverage in which they were automatically enrolled. It is uncertain when or if final guidance will be issved by

the Department of Liabor:
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The federal Health Care Reform Law created two direct fees: Transitional Reinsurance Fee and Patient Centered
Outcomes Research Institute (“PCORI™) fee and one tax, the Federal Health Insurer Tax (“HIT™). The Transitional
Reinsurance Fee was eliminated beginning in' 2017 and the HIT tax was waived in 2017, PCORI was factored into the
calculation of medical premium rates and premium equivalents for the 2017 plan year and the impact on the City is
$0.22 million.

Beginning in 2013, the PCORI Fee was accessed ai the rate of $2.00 per enrollee per year to all participants in the
Self-Insured medical-only plan (approximdtely 8,600). The fee is charged directly to' SFHES. In 2015 the rate was

$2.17, $2.25 in 2016 and $2.25 in 2017. SFHSS pays this fee divectly to the Tnternal Revenue Service {IRS) and the
fee will increase with health care inflation wrtil it sunsets in 2019,

The Federal HIT tax is a fixed-dollar amount applied o “full finded” HMOs and was chiarged in the 2016 plan year.

The 2015 plan year premiums for Kaiser Permasente, Blue Shield of Califdrnia, and the dental and vision plang

agreed that the HIT tax was not applicable to Biue Shield because SFHSS “flex funds” Blue Shield meaning that
SFHSS is at risk directly for non-physician costs and thus it is not fully~insured. This resulted in a refund for 2016 of
$9.93 miltion which is being applicd to the 2018 rate stabilizetion reserve, The estimated impact of the HIT tax on the
City was $12.73 million, When the refund from Blue Shield of California is taken into account, the total impact on
the City was $2.8 million for Kaiser Permanente, and the dental and vision plans.

Beginning in 2016, employers are required to report coverage for employess to the IRS each January on complex
electronic interface systems using 1095 forms. The San Francisco Health Service System spent over 2080 hours on

Az part of overall “HealthCare Reform 2.0 under President Trump, itis Hkely that the age for eligibility wili be
Increased. 10 this ocours, there will be an-éstimated 1,500 additional “early retiress™ not subsidized by Medicare
requiring coverage by HSS. The Republicans have also propeséd a “Vousher” System for Medicare: Hithi SOEEULS it
will require major changes to retivee health soverage. Atthis tite it is too early to predict Wht changes willbe'm

and it-is very possible that changes will be passed but not implemented until January 2019, after the

Congressional elections,

wharm

Locd Elections:

Proposition B Q008) Chonging Qualificatien for Retiree Health and Pension Bencfite vnd Extablishing @ Rutiree
Héalth Coaré Trust Fand

On June 3, 2008, the San Francisco voters approved Proposition B, a charter amendment that changed the way the
City and current and future employees share in funding SFERS pension and health benefits. With regard to health
benefits, elected officials and employees ‘hired on or before January 9, 2009, contribute up to 2% of pre-tax
compensation toward their retiree health care and the City contributes up to 1%. The impact of Proposition B on
standard retiremenis coonrred in 2014,
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dependents and approximately $410.6 millioti was for benefits for approximately 31,085 active City employees and
their eligible dependents.

The 2016 aggregate plan costs for the City increased by 3.80%. This is due to a number of factors mcluding aggressive
contracting by HSS that maintains competition among the City’s vendors, implementing Accountable Care
Organizations that reduced utilization and inereased use of generic prescription rates and changing the: City’s Blue
Shield plan from a fully-funded to a flex-funded product. Flex-funding allows lower premiums to be setby the City’s

actuarial consultant, AON-Hewitt, without the typical margins added by Blue Shield; howéver, more risk is ggtmed
by the City and reserves are required to protect against this risk. The flatten trend is anticipated to continue.

Post-Employment Health Care Benefils and GASB 43

June 3, 2008, tightened post-retirement health benefit eligibility rules for employees hired on or afier January 10,
2009, and generally requires payments by the City and these employees equal to 3% of salary into a new retirec health
trust fund.

Proposition A, passed by San Francisco voters on November 5, 2013 restricted the City’s ahility to withdraw funds
from the retiree health trust fund. The restrictions allow payments from the fund only when two of the three following
conditions are met;

1. ‘The City’s account balance in any fiscal year is fully funded. The account is fully fanded when it iz large
enough to pay thensprojected retivee-health care costs as they come due; and,

3. The Controller, Mayor, Trust Board, and two-thirds of the Board of Supervisors approve changes to/these
limits.

GASB 45 Reporting Requirements. o

The City was required to begin reporting thie liability and related information for unfunded OPEBs in the: City’s
financial statements for the fiscal year endifig June 30, 2008. This reporting requirement is defined under GASB 45.
GASB 45 dees not regitire that the affected government agencies, including the City, actually fund any portion:of this
post-retirement health benefit liability ~ rather, GASB 45 requires government agencies to determine on an actuarial
basis the amount ofits total OPEB liability and the annual contributions estimated to fund such Iiability over 30 years.

Any underfunding in a year is recognized as a liability on the government agency’s balance sheet.

City's Estimated Liability.
The City is required by GASB 45 to prepare.a new actuarial study of its post-retirement benefits obligation every two
years, As of July 1, 2014, the most recent acivarial valuation date, the fiinded status of retiree health care benefits was

1.1%. The actuarial accrued liability for benefits was $4.26 billion, and the actuarial value of assets was $49:0:million,
resultifig in an unfurided actuarial accried liability (UAALY of $4.21 billion. Asof July 1, 2014, the estimated covered
payroll (anrival payroll of active employees covered by the plan) was $2.62 billion and the ratio of the UAAL to the

covered payioll was 160.8%. The City’s actuary is currently updating this valuation for release in January, 2017.

The difference between the estimated ARC:and the amoutit expended on post-setiremiont medical benefits in any year
is the amount by which the City’s overall Hability for such benefits increases in that year. The City’s most recent
CAFR estimated that the 2015-16 atnual OPEB cost was $326.1 million, of which the City funded $168.9 million
which caused, among other factors, the City’s long-tetm liability to increase by $157.3 million (as shown on the Eity’s
Balance shieet and below), The atnual OPEB cost consists of the ARC, one year of interest on the net OPEB obligation,
and recognition of one year of amortization of the net OPEB obligation. While GASB 45 does not requiire funding of

the annual OPEB cost, any differences between the amount funded in a year and the annual OPEB cost are récorded
as increases or decreases in the net OPEB obligation. See Note 9{(b) to the City’s'CAFR, ai of Jiine 30, 20186, intluded
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as Appendix B to this Official Statement. Five-year trend information is displayed in Table A-18 (dollars in
thousands):

TABLE A-18
CITY AND COUNTY OF SANTRANCISCO
Fivesvear Trend
Figead Yeurs 201112 10 2085-15
{@0as)
Arinual Percentage of Annugt Net OPER
Figal Veai Ended TPER GPER Cost Punded {bligation
63072012 £405 850 K 51,348,883
G001 % 418,539 38.3% 1,607,336
6302014 847,251 47.2% 1,798,783
673072015 363,643 45.0% 1,994,155
6/30/2016 326,133 51.8% 2,147,434

Actuarial projections of the City's OPEB Hability will be affected by Proposition B as well as by changes in the other
factors affecting that calculation. For example, the City’s actuarial analysis shows that by 2031, Proposition B s three-
percent of salary funding requirement will be sufficient to cover the cost of retiree health benefits for emaployees hired
after January 10, 2009, See “Retirement Systém < Recend Voter Approved Chimiges to.the Rétiremsnt Plaw® dbove. As
of June 30, 2016, the fund balance in the Retiree Health Care Trust Fund established by Proposition B was $114.3
miilion, an inerease of 57% versus the priopyear. Future projections ofthe City’s GASE 45 liability will be lowered
by the HSS implementation of the Employer-Group Waiver Plan prescription benefit program for Clty Plansetirees.

See “~ Local Elections: Propesition C. (211"

Total City Emploves Benefits Cogld

growas the workforce retires and this require
Francises voters on November 5, 201 3restriy
Friest Futid.

The balance in the Retiree Health Care Trust Fund as of June 30, 2016 is approximately $114.8 million. The City will
continue to monitor and update its actuarial valuations of liability as required under GASB 45. Table A-19 provides a
five-year history for all health benefits costs paid including pension, health, dental and other misccllaneous benefits.
For all fizcal years shown, 2 “pay-as-you-go™ approach was used by the City for health care benefits.

Table A-19 below provides a summary of the City’s employee benefit actual and budgeted costs from fiseal vears
201213 10 fiseal vear 201617,
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TABLE A-19
CITY AND COUNTY OF S AN FRANCISCO
Employee Benefit Costs, All Funds
Fiseal Years 2012-13 through 2016-17*
(000s)

FY 2012-13 FY 2013-14 FY 201415 FY 201516 FY2016-17

Astual Antaal Astual Acbasl Budeed
SFERSR sdnd PERS Retirernent Contribistions $452,325 $535,309 $593,619 $531,821 550,7
Social Seeurity & Medicare 156,322 160288 175,877 184.530
Health: - Medical + Dental, active.employees ; 370,346 369428 383,218 431,564
Health - Retiree Medical | 155885 161,859 146,164 158,939
Other Benefits * 16,885 5,106 18,434 20827
Total Benefit Costs $1,051,543 51,242,598  $1L313,318  $1,317.981 51395279

*TFiscal year 2011-12 through fiscal year 2015-16 figures are audited actuals, Fiscal year 2016-17 figures are original biidget.
! Does not inchde Health Service System administrative casts. Does include flexible benefits that may be used for health msnranc
2 u0ther Benefits" includes unemployment insurance premiums, kife insurance, and other miscellaneous employee benefits.

Source: Oifice ofthe Controller, City and County of San Francisco,
INVESTMENT OF CITY FUNDS

drvestment Pool

The Treasurer of the City and County of San Francisco (the “Treasurer”) is anthorized by Charter Section 6,106 to
invest funds availabie under Ciliforiia Govérnment Code Title 5, Division 2, Part 1, Chapter 4. In addition to-the
funds-of the City, the fuids of viirious City departments and local agencies located within the boundaries of the City,

including the schiool and community college districts, airport and public hospitals, are deposited into the City and
County's Pooled Investment Fund (the “Pool”), The fundy are commingled for investment purposes.

nvestment Policy

The management of the Pool is governed by the Investment Policy administered by the Office of the Tredsisier and
Tax Collector in accordance with California Government Code Sections 27000, 53601, 53635, et. dl. Tn arder of
priority, the objectives of this Investment Policy are safety, liquidity, and return on investments. Safety of prineipal is
the foremost objective of the investment program. The investment portfolio maintains sufficient liquidity to meet all
expected expenditures for at least the next six months. The Office of the Treasurer and Tax Collector also attempts to

generate a market rate of return, without undue compromise of the first two objectives.

The Investment Pelicy is reviewed and monitored annuatly by a Treasury Oversight Committee established by the
Bodrd of Supervisors. The Treasury Oversight Committee meets quarterly and is.comprised of members drawn from
(a) the Treasurer; (b) the Controller; (¢} a representative appointed by the Board of Supervisors; {d) ‘the County
Superintendent of Schools or histher designee; (e} the Chancellor of the Community College District ot higfher
designee; and () Members of the general public. See “APPENDIX C - City anid County of San Francisco Office of
iplete copy of the Treéagurers Investmicut Policy, dated May 2016: The

incotporated hergin by reference.

Investinenit Porffolio

A of January 31, 2017, the City's surplus investment fund consisted of the investrenits classified in Table &
Liad thie investment maturity distribution presented in Table A-21.




IABLE 4-20

Clity and County of San Francices
Investment Portielio
Pogled Funds
As of Fanuary 33, 28017

LS. Treagupiss

Federal Apendies

Brate and Loos Obligationy
Pubiic Time Deposits

Megotiable Certificates of Deposit
Bariker's Accgplancss
Commercial Paper

Medium Toun Notes

Money Market Funds
Supranationals

Totsal

$1,725,000,000
3.552.698.000
258,554,000
1,200,000
$15,000,000

695,000,000
101,604,000
461,139,949

£0,000,000

Bouok Vahue

$1719,369,588
3,953, 600,551
295,006,161
1,200,000
£15,000,000

690,793,243
101,780,875
451,339,949

79,925,100

$L7122, 116,000
3,948,032,323
2O 0,483
1,200,060
B15,392,583

693,578,118
O, 145678
451,135,948

TR0, 750

38122575040 ¢ E117506948 $81158698%%

Janusry 2017 Eamed lnconwe Yield:0:809%

Sources: Office of the Treasurer and Tox Collectar, Uity and Couniy of San Francisco
From Citibank-Custodial Safekeeping, SunGard Systems-Frventory Control Program,

TABLE 4-21

ity and Counnty of Han Francises

Investmen

Poolied Ponds
Ay of January 31, 20T

sty Dis tri bution

Maturity m Months Par Value  Percentage
0 to 1 R1LO28,148,949  12462%
1 1o 2 1,298425000 1399%
2 i) 3 §71,298,000 B.26%
3 10 4 165,685,060 204%
4 to 5 520,240,000  640%
3 to 6 143,520,000 1.77%
& o 12 1,027010000 12.64%
iz 1o 24 1425830060 17.55%
24 1o 36 1,138,950.000  14.02%
36 to A8 432,506,000 5.32%
48 10 60 273,562 600 3378

R 87

A48 00

A-43



Further Information

A report detailing the investment portfolio and investment activity, including the market value of the portfolio, is
submitted to the Mayor and the Board of Supervisors monthly. The monthly reports and annual reports are available
on the Treasurer’s web page: www.sfireasurer.org. The monthly reports and annual reports are not incorporated by
reference hergin.

Additional information on the City’s investments, investment policies, and risk exposure as of June 30, 2016 are
described in Appendix B: “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COGUNTY
OF SAN FRANCISCO FOR: THE FISCAL YEAR ENDED JUNE 34, 2016,” Notes 2(d) and 3.

CAPITAL FINANCING AND BONDS
Capital Plan

In October 2005, the Board of Superviscrs adopted, and the Mayor approved, Ordinance No. 216-05, which
established a new capital planning process for the City. The legislation requires that the City develop and adopt a ten-
year capital expenditure plan for City-owned facilities and infrastructure. It also created the Capital Planning
Committee (“CPC™) and the Capital Planning Program (“CPP”). The CPC, composed of other City finance and capital
project officials, makes recommendations to the Mayor and Board of Supervisors on all of the City’s capital
expenditures. To help inform CPC recommendations, the CPP staff, under the direction of the City Administrator,
review and prioritize funding needs; projectand coordinate funding sources and uses; and provide policy analysis and
reports on interagency capital planning,

The City Administrator, in conjunction with the CPC, is directed to develop and submit a ten-year capital plan every
other fiscal year for approvil by the Board of Supervisors. The Capital Plan is a fiscally cotistrained long-term finance
stategy ‘that prioritizes projects based ona set of funding principles. It provides an assessment of the City's
infrastructire needs over ten years, highlights investments required to meet these needs and recommends a:plan of
finiance to fiind these investments, Although the Capital Plan provides cost estimates and proposes methods to finance
sirch costs, the document does not reflect any commitment by the Board of Supervisors to expend such amonifits or to
adopt any specific financing method. The Capital Plan-is required to be updated and adopted biennially, along with
the City’s Five Year Financial Plan and the Five-Year Information & Communication Technology Plan. The CPCis
alsocharged with reviewing the annual capital budget submission and all long-term financing proposals, and providing
recommendations to the Board of Supervisois relating to the compliance of any such proposal or submission with the
adopted Capital Plan.

The Capital Plan is required to be submitted to the Mayor and the Board of Supervisors by each March 1 in odd-
numbered years and adopted by the Board of Supervisors and the Mayor on or before May 1 of the same year. The
fiscal year 2016-2025 Capital Plan was approved by the CPC on March 2, 2015 and was adopted by the Board of
Supervisors in April 2015. The Capital Plan contains $32 billion in capital investments over the coming decade for all
City departments, including $5.1 billion in projects for General Fund-supported departments. The Capital Plan
proposes $1.66 billion for General Fund pay-as-you-go capital projects over the next ten years. The amount for General
Fund pay-as-you-go capital projects is assumed to grow to over $200 million per year by fiscal year 2025-26. Major
capital projects for General Fund-supported departments included in the Capital Plan consist of upgrades to. public
health, police, fire and park facilities; street and right-of-way improvements; the removal of barriers to accessibility;
park iniprovements; the replacement of the Hall of Justice; and seismic upgrades to the Veteran’s Memorial Building,
among other capital projects. Approximately $1.8 billion of the capital projects of General Fund supported
departments are expected to be financed with general obligation bonds and other long-term obligations. Thie balance
is expected to be funded by federal and State funds, the General Fund, and other sources.

of enterprise fund department capital projects is financed with voter-approved revenue bonds and other long-term
obligations. The balance is expected to be funded by federal and State funds, userfoperator fees, General Fund and
other souress.
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http://www.sftreasurer.org

While significant investments are proposed in the City’s adopted Capital Plan, identified resources remain below those
necessary to maintain and enhance the City’s physical infrastructure. As a result, over $8.5 billion in capital needs
are deferred from the plan’s horizon. Over two-thirds of these unfunded needs are for the City’s transportation and
waterfront infrastructure, where core maintenance investments have lagged for decades. Mayor Edwin Lee has
convened a taskforce to recommend funding mechanisms to bridge 2 pertion of the gaps in the City’s transportation
nieeds, but it is likely that significant funding gaps will remain even assuming the identification of significant new
finding soliedds for Hese needs,

Failure to make the capitsl improvements and repairs recommended in the Capital Plan may have the following
impacts: () failing to mset federal, State orfocal legal mandates; (if) filing to provide for the imminent 1if2; health,
safety and security of oceupants and the public; (i) failing to prevest the loss of use of the asset; {iv) impairing the

Tax-Supported Debt Service

Under the State Constitution and the Charter, City bonds secured by ad valorem property taxes {*“general gbligation
bonds™) can only be authorized with a two-thirds approval of the voters. As of May 22, 2017, the City had
approximately $2.25 billion aggregate principal amount of general obligation Sonds outstanding.

Table A-22 shows the annual amount of debt service payable on the City’s outstanding general obligation bhonds,
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TABLE 4-22

CITY AND COUNTY OF SAN FRANCISCO
General Obligation Bonds Dol Service

As of May 22,2017 '

Fiscal Annual
Vet Peinginal Fatorest Dhelst Sorvien
2017 $189:434,110 548,373,909 $237,808,019
2018 123,873,225 88,868,612 212,741,837
2019 174,230,545 84,676,748 208:907,293
2020 78,649,111 202,190,343
2021 172,085,457 72,700,986 194,786,443
2022 128,083,401 67,121,223 195,204,624
2023 131,760,251 61,192,905 192,953,156
2024 134,366,206 54,907,030 189,273,236
2025 135,221,476 48,463,484 183,684,960
2026 130,491,279 42,140,369 172,631,648
2027 135,690,840 36,402,040 172,092,880
2028 140,604,035 30,447,874 171,051,909
2029 141,041,751 24,668,943 165,710,694
2030 137,285,095 18,856,513 156,141,608
2031 99,261,950 18,238,784 112,500,734
2082 162,620,000 9,573,281 112,193,281
2033 68,103,000 5,548,349 73,953,349
2054 43,770,000 3,291,929 47,061,929
2035 36,160,000 1,711,991 36:871,971
2056 12, 650080 I8 ET4 13,1558 476
TOTAL® §2.259 505,853 L7 a0n 317 $3.0%0,815.390

This table does not refleét any debt othiér than City difect taxssippoited debt, such

asany assessment district indebtedness orany redevelopment agency indebtedncgs.
Totals refloct rounding to nearest dotar.
Spction 9,106 of the City Charter limits issoanee of general obligation bonds of

indebtedness or any redévélopment agency indebtedness,

Source: Office of Public Finanee, City and County of San Trancisco,

General Obligation Bonds

Certain genieral obligation bonds authorized by the City"s voters as discussed below have not yet been issued: Such
bonds may beissued at anytime by action ofithe Board of Supervisors, without fiittherapproval by the voters:
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lime to time as evidenced by the City’s issuance to the Credit Bank of the Taxable General Obligation Bond (Scismic
Safety Loan Program), Scrics 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. Tn 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 Janvary 2008, the City borrowed approximately $3.9 million and in Movembyr 2008, the Cily
borrowed $1.3 million from the Credit Badk. Further borrowings under the Credit Agreement with the Credit Bank
{up to he $35.0 miltion not-to-exceed amunt) are expected as additional loans to Seismic Safety Loan Program
borrowers are approved. On November 8, 28186, voters approved Proposition €, authorizing the use of Seismic Safety

Bond Program to fund the purchase and improvement of buiidings in need of saféty upgrades in order to convert thern
into affordeble houging,

located n the City and under the jurisdiction of the Recreation and Parks Commission orynder the jurisdisticn of ths
Port Commission. The City issued the first series of bonds under Proposition A in the amount of approximately
$42.5 million in August 2008. The City issued the second series in the amount of approximately $60.4 million in
March 2010 and the third series in the amount of approximately $73.4 million in March 2612. The City issued the
fouith series in the amount of approximately $8.7 million in January 2016,

In June 2010, voters approved Proposition B, which authorized the issuance of up to $412.3 million in general
obligation bonds to provide funds to finance the construction, acquisition, improvement and retrofitting of
neighborhood fire and police stations, the auxiliary water supply system, a public safety building, and other critical
infrastructure and facilities for earthquake safety and related costs. The City issued the first series of bonds under

$183.3 million in March 2042, The City issued the third series in the amount of approximately $38.3 million in. August
2082 and the foudth series of bonds inthe amount of §31.0:million in June 2013, and the fifthiseries inthe stoint of
854.9 million was issued in October 2014, The final series was issuedin June 2016 in the amount of approximately
$25 million. In Noversber 2011, voters appirdved Progosition B, which authorized the issuance of up to §248:0million
in general obligation bonds 1o provide funds to tepalr and repave City stigets and remove potholes; strengihen dnd
seismically upgrade street structures; redeslgn street corridors by adding or improving pedestian signals, lighting,
sidewalk extensions, bicycle lanes, trees and landscaping; congtruct and renovate curb ramps and sidewalks b increase
accessibility and safety for everyone, including persons with dissbilities; and add and upgrade traffic signals ©
improve MUNI service and eaffic flow. The-City issued the first serizs of bonds under Proposition Brin the amount

of approximately $74.3 millionin March 2012 and the second series-of bonds in the amount of $129.6 million in Fuse
2013, The City issued the final series in June 2016 inthe amouns of approximately $109 million:

1n November 2012, voters approved Proposiiion B, which authorized the issuance of up to $195.0 miiiion in general
obligation bonds to provide funds for the construction, reconstruction, renovatiop, demolition, environmental
remedistion and/or improvement of park, 6pen space, 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 B in the amount of approximately $71.9 million in June 2013. The City
issued the second series of bonds in the amount of $43 million in January 2016.

In June 2014, voters approved Proposition A, which authorized the issuance of up to $400.0 million i general
obligation bonds to provide funds to finance the comstruction, acquisition, improvement and retrofitting of
neighborhood fire and police stations, emergency fircfighting water system, medical examiner facility, traffic
company & forensic services division and other critical infrastructure and facilities for earthguake safety andrelated
costs. The City isgued the first series of bohds in the amount of $100.6 million in October 2014 and the second series

Acdn the gmount of approximately $67 millionin June 2015,

I November 2815, voters approved Proposition: A which authorized the issuance of up to $310 million i general
obligation bonds to provide finds fo finance the construction, dévelopment, acquisition, and preservation of housing
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affordable to low- and middie-income househiolds and to assist in the acquisition, rehabilitation, and preservation of
affordable rental apartment buildings to prevent the eviction of long-term residents; to repair and reconsiruct
dilapidated public housing; to fund a middle-income rental program; and to provide for homeownership down payment
assistance opportunities for educators and middle-income households. The City issued the first series of bonds under
Proposition A in the amount of approximately $75 million in October 2016.

T Jurse 2016, voters approved Propesition A, which authorized the issuance of up to $350 million in general obligation
bonds to provide funds to protect public health and safety, improve community medical and mental health care
services, earthguake safety, and emergency medical response; 10 seismically improve, and modernize sigighibigiicod

Francisco Fire Department amibulance deployiment facility; and to pay related vosts.

Retunding Generd] 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 o exceed
$800.0 million aggregate principal amount of its General Obligation Refinding Bonds from time to time in onc or
more series for the purpose of refunding all ora portion of the City’s then outstanding General Obligation Bonds. On
November 1, 2011, the Board of Supervisors adopted, and the Mayor approved, Resolution No. 448-11 (the “2011
Resolution,” and together with the 2004 Resolution, the “Refunding Resolutions™). The 2011 Resolution authorized
the issnance of not to exceed $1.356 billion aggregate principal amount of the City’s General Obligation Refunding
Ronds from time (o time in one or more series for the purpose of refunding certain outstanding General Obligation
Bonds of the City. The City has issued five series of refunding bonds under the Refunding Resolutions, as shown on
Table A-23.

TABLE 4-23
CETY AND COUNTY OF SAN FRANCISCO
Gengial Opligation Refunding Bonds

A% of May 22, 2817

Principal Amgant Isswed
Seviey Name Date Jssued {8008) Aot Outstanding
2008-R 1 May 20608 $232,075,000 £3,170,004
2008-R2 Taly 2008 39,320,000 11,105,000
2008-R3 July 2008 118,130,000 -
2011.R1 November 2011 338,473,000 226,920,000 ¢
2015-R1 February 2015 293,910,000 277,165,000 *

! Series 2004-R1 Bonds were refunded by the 2011-R1 Bonds in November 2011
2 garics Z006-R1, 2006-K2, and 2008-R3 Bonds were refunded by the 2015-R1 Bonds in February 2015,
Serics 2008-K3 Bonds were partially refunded

Tablé A-24 below lisis for each ofthe Tity’s volerssuthorized general obligation bond programs: the amount:issued
atid outstaniding, and the amount of remaining anthorization for which bonds have not yet been issued. Series are
grotiped by progran authorization in chronological order. The authorized and unissued column reiess to tolakprogram
authorization that can still be issued, and does not refer to any particular series. As of May 22, 2017, the City had
authorized and unissued general obligation bend authority of approximately $1.37 billion.
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TABLE 4-24
CITY ANR COUNTY OF SAN FRANCISCO
Geperal Oldigation Bonds
As of May 22, 2017

Authorezed
) { e 4551 ) Beriss Fasued Outstanding * % Linigoue:
Seismic Safoty Loan Progears (1173923 HTA $36,315,450 T8 853
20154, ik I OO0 AL DT0.000
Clesn & Safe Nelghborhood Perke (2/5/08) 20108 24, TRE, 050 TE000
O 35,645,000 55,645,000
pYER S 3,355,000 58,215,600
i IHLEA H.605,000 g20000
San Francisco Gieietal Hospltal and Triuma Center (1168 20034 131,630,060 18,800,000 T
24104, FHLBHE 000 HE,845,0600
2T FIBI808,000 173,805,000
20120 251,100,000 170,800,000
2014A 209,955,000 176,035,000
Harthquake Safely end Emergency Response Bond (8/8/10) 2000 79520000 45 425 000
2012A 183,330,000 133.965.000
20128 38,265,000 32,805,000
26138 31,020,000 19,063,000
2014C 54.:950.000 46,910,000
20160 28,215,000 24,810,000
Road Repaving & Strest Safety (118/11) 20126 74,295,000 £4,4%0.000
1RE 129,560,000 78,570,060
) 2OESE 8 145 000 4% 200 000
{lean:&: Safe Melghbothood Barks (116402 PINERY TLIFH008 44,215,800
_______ 20165 A3 25000 2eSAR008 . TRRIGO00
Birdhaindes Salety dnd Emergency ResponseBend (64304} 014D 100,470,000 83,920,000
FLED RO, B8, 000 bR, onl 140 135000
Tremsportation and Road Trneovensen 20158 H7.005.0 Fa05.000 432998 000
Aderdabin Fovsing Bowd (11467 JOIEE 7E13 (130, PELRTR000
Tblie Tieakib and Safery Bond (6777163 174 1 ian, Fragzon08 BP6 888 00
BUB TOTALS i $2,388 2654 $1.735 B4SALY ﬁz,,s’fw?»mséé
Séiiey PHCR-RLL Susued SHI08 3. 595,000 8,170,000
Seriss TOOSRT WRIEL SN HEA50,000 B1,105.000
SErieE J0T1-R] fssued 1 1/9712 SHBI4TE 000 236,520,000
Sorfes 2013-R1 issued 22515 283,910,000 277,165,000
SUB TOTALE 904,780,060 523,360,000
TOTALS $3,289,985 450 §2 359 305,853 £1.274.974 550

Sectinn 9.106 ofthe City Charter Himils issuanve of general obiipation bonds of the Cify (0 3% ol ihe assessed value of all $8%able real and
personal propedy, located within the City and Caunty.
Souresy (ificy ofiPublic Finmnee, Cltyiand Coutity o0 % Disndins.

e Charter requires that any }easanﬁnancmgeagreemm’ss with:a nonprofit corporation oranother public ageney must
be appmwd bya magom} voteof éhe ity s:electorate, except {z} leases apgémwé priorto Apnﬁ. 1 i il (11}

respect ty outstanding lease revenus honds d certificates of participation as o May 22, 2087 Wate tha
payment obligations reflected in Table A-25reflectthe fully acereted value of any capital appreciation oblig:
of the payment-dates: "
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TABLE A-25
CITY AND COUNTY OF SAN FRANCISCO
Lease Revenue Bonds and Certificates of Participation
As of May 22,2017

Fiscal Annual Payment
Year _ Pincipat Iriterest e loation
2017 $7,675,000 $3,436,398 $11,111,39%
2018 66,915,000 46,486,454 107,401,454
2019 52,940,000 44,001,712 96,941,712
2020 38,245,000 41,873,368 80,118,368
2021 46,395,000 39,930,935 86,325,935
2022 46,240,000 37,923,874 84,163,874
2023 48,235,000 35,889,820 84,124,820
2024 49,820,000 33,763,816 83,583,816
2025 49,500,000 31,543,009 81,043,009
2026 49,305,000 29,364,494 78,669,494
2027 51,600,000 27,061,556 78,661,556
2028 52,205,000 24,657,600 76,862,600
2029 54,605,000 22,187,126 76,792,126
2030 54,285,000 19,619,771 73,904,771
2031 45,740,000 17,081,965 62,821,965
2032 34,950,000 14,784,720 49,734,720
2033 35,350,000 13,064,724 48,414,724
2034 36,950,000 11,309,843 48,259,843
2035 24,780,000 9,702,313 34,482,313
2036 28,195,000 8,481,869 31,676,869
2037 21,380,000 7,336,145 28,716,145
2038 32,270,000 6,258,900 28,528,900
2039 35,190,000 5,136,511 28,326,511
2040 24,160,000 3,963,507 28,123,507
2041 25,160,000 2,741,138 27,901,138
2042 18,140,000 1,629,071 19,769,071
2043 8,815,000 958,600 9,773,600
2044 7,195,000 587,000 7,782,000
2045 7,480,000 299,200 7,779,200

TOTAL ! $1,020,720,000 __ $541,075439 ° $1,561,795,439

! Totals reflect rounding to nearest doliar.

2 For purposes of this table, the interest rate on the Lease Revenue Bonds Serics
2008-1, and 2008-2 (Moscone Center:Expansion Project) is assumed to be

i
it of the
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the North Beach Parking Garage, which was opened in February 2002, There is no current plan to issue ahy more
bonds under Proposition B,

In 1990, voters approved Proposition C, which amended the Charter to authorize the City to lease-purchase squipment
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 € provides
that the outstanding aggregate principal ampunt of obligations with respect to lease financings may not exceed
$26.0 million, with such amount inereasing by five percent each fiseal vear. As of May 22, 2017 the total authorized
amount for such financitgs was 867.7 millien. The total principal amount outstanding as of May 22, 2017 was
52.00 million.

In 1954, voters approved Propogsition B, which duthorized the issuance of up t0.860.0 milliéh ia lease revenue bonds
for the acquisition and construction of a combined dispatch cenier for the CHy’s emeérgency 911 communication
systeny and for the emergency information and communications equipment for the center. In 1997 and 1998, tie
Corporation issued $22.6 million and $23.3 million of Proposition B lease revenue bonds, respectively, leaving
$14.0 million in remaining avthorization. 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 previous home of the San Francisco
49¢rs football team. If issued, the $100.0 million of lease revenue bonds would be the City’s contribution foward the
total cost of the stadium project and the 49ers would be responsible for paying the remaining cost of the stadium
construction project. Thers is no'current plan:to issue the Proposition D bonds.

Commersisl Paper Program

The Board authorized on March 17, 2009 and the Mayor approved on March 24, 2009 the establishment of a not-to-
exceed $150.0 million Lease Revenue Commiercial Paper Certificates of Participation Program, Series 1 and 1-T and
Series 2 and 2-T (the “CP Program™). Commercial Paper Notes (the “CP Notes™) are issued from time to time to pay
approved project costs in connection with the acquisition, improvement, renovation and construction of real property
and the acquisition of capital equipment and vehicles in anticipation of long-term or other take-out financing to be
issned when market conditions are favorable. Projects are eligible to access the CP Program once the Board and the
Mayor have approved the project mod the longsterm; permanent Snancing forthie projest The formiey Séres 1and -
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Boeard Authorized and Unissued Long-Term Obligations

The Board of Supervisors authorized on October 26, 2010 and the Mayor approved on November 5, 2010 the issuance
of not to exceed $38 million in City and County of San Franeisco certificates of participation to partially finance the
rebuilding of severcly distressed public housing sites, while increasing affordable housing and ownership
opportunities and improving the quality of life for existing residents and the surrounding communities {the HOPE'SF
Project). The City anticipates issuing the certificates in the Summer of 2017.

The Board of Supervisors authorized on Fébraary 12, 2013 and the Mayor approved on February 15, 2013 the issuance
of not to exceed $507.9 million of City and County of San Francisco Cettificates of Participation (Moscone Expansion

Project) payable from Moscone Expansion Digtrict assessments to finance the costs of additions and improvements to
the George R. Moscone Convention Center. The City anticipates issuing the certificates in the summer.of 2047,

The Boatd of Supervisors authorized October 8, 2013 and the Mayoer approved October 11, 2013 the issuance of not
to exceed $13.5 million of City and County of Sam Francisco Certificates of Participation (Treasufc Itland

Improvement Project) to finance the cost of additions and improvements to the utility infrastructure at Treasure igland,

Overlapping Debt

Table A-26 shows bonded debt and long-term obligations as of May 22, 2017 sold in the public capital markets by the
City and those 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 table, lease obligations of the City which support indebtedness incutred by others are included. As noted below,
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,

[Remdinder of Page Intentionilly Left Blankf
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TABLE 4-28

COYAND COUNTY OF SAN FRARNUISCO
Staterment of Birect and Dherlapping Bebt sndTong-Term Olfigations

2016-2017 Assessed Valnation (net of non-reimbursable & homeowner exempiions); $211,522,524,20%
Erutstanding
EBIRECE CENERALOBLICATION BONE 1 SEEr201T
{Foneral City Purposes Carrisd on the TaxReil i $2.259.305.855
GROSS BIRECT BERT $72.359,305,855

Sen Franeigeo Finande Udrporation, Bauipmernt 1. Berigg 214, Z0T2A, and 20184 $2.005 00GICO
San Praneiges Pingnes Corporation Py Compmurication Refimding Serfes 2020:R1 2975000
San Frangisen Finanes Corporation Moseane Bsp 0 Genter, Series, 2008-1, 20082 9.620000
Run Francigoo Finande Corporation LRBs Open Space Fund (Vanous Park Projoctey Series 2606, 2007 ET.000.000
Bary Francigen ¥ ingrnee Conporation RSBy Library Preservation Tund Series, 26004 28,045 008G
Ran Francdgan COPE, Series 20094 Mulkin e Capital Tmpiovemcnt Projocts (Lagns Houda Flosgial IRE50000
Sary Francisco COPs, Series 20098 Multiple Capital Irprovemnset Projedts (Street Baproversent Profeet) 31,180,008
San Franecigeo COPy, Series 2009C Offfee Project (323 Golden Gate Avenue) TexExaopt 23,240,000
San Franciseo COPs, Series 20000 Office Project (525 Golden Gste Avenue} Tombie BABs 129,356,000
San Frangisco Refunding Certificates of Particip aticn, Seiies 2010A 105,045,000
San Francisco COPs, Refunding Series 201 LAB (Moscong) 40,350,000
San Franciseo COPs, Series 2012A Multiple Capital Inprovemen! Projects (Street Improvement: Project} 36 815,008
Ran Francigeo COPs, Series 2013A Moscone Conter Tmprovement 7,750,000
San Prancisco COPs, Series 2013BC Port Pacilities 32275008
San Francigco (0P8, Serieg 2014-R1 {Courthonse Proweet), 2014-R2 (hrvenile Hall Project) 38,350,000
8an Francisco COPs, Series 2015AB War Memorial Veterans Building Seismic Upgrade ad bnprovements 127,810,000
Sars Prancigen Refunding COPg, Series 2015-R1 {City Office Buildings-Multiple Propertics Project 120,928,008
Ban Francisco COPs, Series 2016A War M omorial Veterans Building Seismic Upgrade and Improvements 5270000
LONG-TERM OBLIGATIONS B1,008 720,000
GROSS DIRECT BERT & LONG-TIRM OBLIGATIONS $3,280.025253

OVERLAPFING DERT & EQNGUTEIRM OBLIGATIONS

Beyishore Hesler Aisessment Districl . &330.000

Sary Pranvises Bay Area Rapid Transst Diserict {3594) Sates Tax Reveaue Bonds TTAFOE00

San Francisco Bay Asva Rapid Transit District (2 Goneral QObHgition Bonds, Series 20054, 20078 142,494,600

Baty Francises Comanisniny Qolleps Districy General Obligation Bondy - Blectionof 20012088 FERGEEH00

San Fransisee Kedevelbpraent Alpaney Eiolel Tk riie Bitids - 20F] 34,260,800

San Frangiges Redevel apecnt dgsney Oblistions{Profenty Tat Incrainent) 66 357,853

St Pranciseg Redevel opment Speney Obligatinis (Spiecial Tax Bands) 1513911158

Associstion of Bay Area Governments Obligations:{Specisl Tax Bonds) 18,140,000

Spmeial s et Mo, 20051 Brproverent Arda B 2S5 Sustainabie Sinanclhg 2,596,397

San: Prancizes Unified School Districy General Obligtion Bonds Blection of 2003, 2006, 2031, 20188, 2038, and 3017 Lbea. a8 000
TOGTALOVERLAPPING DEBRT & LONG-TERM ORIICATIONE £2.474. 522360

CROSS COMBINED TOTAL OBLIGATIONS £5,754.548.213 i

Ratlos so Assnased Yaluation: Astual Bulin Churier Heg.

Giross Direet Debe {Genceal Obligation Bonds) LOT% < 3.00% :

Gross Direct Brebr & LongeToemn Oblipstions 1:33% nig

Ciross Combiined Total Oblizations 7% tHfa

T ENIGRE ren AT I TV TIONUE N TR iy ity BHAREN s dplipatans, Allo Suiiny iy SO Do S Y AL, POOR
¥ gesson B06 of the Sty Diarer lmits Besoancs of gunerd B Ipaiior duswis of S Tty 1o 395 U0 U d o of 6 Sexabie roud mowd persuned property, domted svithiz: e Oty st Sourty.

A-53



On November 4, 2003, voters approved Proposition A. Proposition A of 2003 authorized the SFUSD to issueup to
$295.0 miflion of general obligation bonds to-repair and rehabilitate school facilities, and various other improvements.
The SFUSD issued $58.0 million ‘of such authorization in October 2004, $130.0 million in October 2003, and
592, (}mﬂlian in October 2006 leaving $15 0 million authorized but unissued In March 2012, the SFUSD issued

aufhcnzed under Proposition A of 2003.

On November 2, 2004, voters approved Proposition AA. Proposition AA authorized the San Francisco BART to issue
general obligation bonds in one or more series over time inanaggregate principal amount not to exceed $980.0 million
to strengthen tlmneEs bridges, evcrhead tracks and thc underwater Transbay Tube for BART facilities inAlameda and

$29, O million and $116.0 million, respectwe}y

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 repairapto 64
additional school facilities and various other improvements. The SFUSD idssued the first series in the aggregate
principal amount of $10¢ million under the Proposition A -authorization in February 2007. The SFUSD issued the
second series in the aggregate principal amount of $150.0 million under the Proposition A authorization i January
2009, The SFUSD issued the third series in the aggregate prineipal amount of $185.0 million under the Propesition A
authorization in May 2010,

On November 8, 2011, voters approved Proposition A, Proposition A of 2011 authotized the SFUSD 1o igsue ab
agoregate pringipal amount not to excesd $531.0 million of general obligation bonds to repair and rehabilitate school
facilities 1o current accessibility, health, safety, and instructional standards, and where applicable, replace womsout
plumbing, electrical and other major building systems, replace aging heating, ventilation :and air handling systems;
renpvate outdated classrooms and training facilities, -construet faeilities to replace aging modular classrooms. The
SFUSD issued the: first series in the aggregate principal:amount of $115:0 million under the Propesition A of 2011
authorization in March: 2012:

........

dggregate pnumpal ameam not to excesd 3?44 25 mﬂhv:m of geneml obligation bonds to repair anﬁ r@iwﬁ)ﬁ- 8

Francisoo Unified School District facilitles to current accessibility, health, safety, seismic and instructional standards,
replace worn=out plumbing, electrical, HVAC, and major building systems, renovate outdated classrooms and training
facilities, construct schm}i Tagilities-and rep]as;e aging modular classrooms, improve infarmation t&chmlogy &*yswms

million under the Proposition A of 2916 autherlzamon inMarch 2017.

MAJOR ECONOMIC DEVELOPMENT PROJECTS

Numerous development and construction projects are in progress throughout the City at any given time. This section
describes several of the most significant privately owned and managed real estate developments currently under way
in the City in which there is City participation, generally inthe form of a public/private partnership. The information
in 'this section has been prepared by the :[City based on City-approved plans as well as unofficial plans: and
representations of the dewleper in each case, and includes forward-looking siatements. Thess forward-looking
statements consist of &xpwssmn;s of opmmn estimates; predictions, pmjmtmm plam and the like; such fommﬁ-n

ase may depend onthe local economy, the r@ai estate market, the financial health of the developer and others mvcivefi
in the project, specific features of each development and its attractiveness t buyers, tenants and others, as well as the
financial healtl of such buyers; tenants, and others. Completion and success of each development will also fkely
depend on other factors unknown to the City::
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Hunters Point Shipyard (Phase I and 2} and Candlestick Point

The Hunters Point Shipyard Phase 1 and 2 and Candlestick Point preject area will deliver approximately 12,100 new
homies,; approximately 32 percent of which will be below market rate and will include the rebuilding of the Alice
Chiffith public housing development consistent with the. City’s HOPE SF program,.up to 3 million square: feez of
msearch singd dwsimpment space, aud Frattizo tlzan 350 acores ofsnew parks tha: waaﬁleasz gwmm of Ban Franéisco ths

and provide appro
vears. Inthenext
the Shipyard.

new, affordable units. In 2016, horizontal infrastructure construction commenced, whieh will support up to 1,710
wnits of housing, including 290 stand-alone affordable units and up to 145 inclusionary urite, a 635,000 square foot
mixed-use retail center, 220<room hotel, and a community facilities parcel. Two hillside open space sreas atthe base
of Bayview Hill will be improved and a newwedge park and plaze will also be construcied, adding 2 tofal of 8:6:2cres
of open space adjacent 1o the new retall and:residential development.

Treasure Isfaud

Former Naval Station Treasure Island {3 located in the San Francisco Bay and connected io the City by the San

Francisoo-Oakland Bay Bridge, The fammb&m whigh ceased @ﬁmﬁms in 1997, consists ot a;zmx%m&tély £85
acres on Treasure Island and 90 acres on a ic gl

pursying the permits vequired to be:gm cogs;rmmn beforg the end of 2815, The first phaseof dew:ic}g}menz with
include extcnsivc horizontal mfrastnicture impmvsments (utilities, roadway improvements, site preparation, ete.} 2

twenty yeaes.
Mission Bay Blocks 29-32-- Warriors Multipurpose Recreation and Entertainment Venue

Fhe Golden State Warriors, a8 "hatinml Bask&tball Association team, i3 ;ievaiaping 8 mulﬁpmpnsa recreation and

Lispan congtriction in Janusry 2017 and thgj: gverzt @enter it gehieduled to spa in'tisee for the 2{)39&?2@
season,

Transhay
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Commission and by the Board of Supervisors: The Transit Center District Plan includes additional funding sources
for the Transbay Transit Center. The Transbay Transit Center Project will replace the outdated Transbay Terminal at
First and Mission Streets with a modern transit hub and extend the Caltrain commuter rail line underground 1.3 miles
into the Financial District. The Transbay Transit Center broke ground on August 11, 2010, and is scheduled 1o open
by the end of 2017. Demolition of existing structures on the site was completed in August 2011,

The 10 acres of property formerly owned by-the State surrounding the Transbay Transit Centers being redeveloped
with plans for 3,300 new homes, 1,400 to be affordable below-market rate homes, over 2 million square feetof new
office space, over 9 acres of new parks and open space, and a new retail boulevard on Folsom Street. Recently
completed in the neighborhood is Rene Cazenave Apartments which is 120 units of permanent affordable housing for
formerly homeless individuals, and Solaire, which consists of 479 residential units of which 70 units are affordable.

ground in early 2017,

The Pelli Clarke Pelli Architects-designed Transit Center will serve more than 100,000 people per day through nine
transportation systems, including future California High Speed Rail, which will be designed to connect San Pranciseo
to Los Angeles in less than 2-1/2 hours. The Center is designed to embrace the goals of green architecture and
sustainability. The heart of the Transbay Transit Center, “City Park.” a 5.4-acre public park that will sit atop the
facility, and there will be a Tiving green roof Tor the transit facility. The Center will have a LEED rating of Silver.
The project is estimated to create more than 48,000 jobs in its first phase of construction, which will last seven years.
The $4.5 billion Transbay Transit Center Project is funded by various public and private funding partners, including
the federal government, the State, the Metropolitan Transportation Commission, the San Franciseo County:and San
Mateo County Transportation Authorities, and AC Transit;, among others:

Mission Bay

The development plans for Mission Bay include s new University of California-S8an Francisco (“UCSF”) research
caipus cotitaining 3.15 million square feet of building space on 46 acres of land, of which 43 acres were donated by
the Mission Bay Master Developer and the City; UCSF’s 550-bed hospital; 3.4 million square feet of biotech,
‘cleantech’ ‘and health care office space; 6,400 housing units, with 1,850 (29%) affordable to moderate-, low-; and
very low-income households; 425,000 square feet of retail space; a 250-room hotel with up to 25,000 square feet of
retail entertainment uses; 49 acres of public open space, including parks along Mission Creek and San Francisca Bay
and eight acres of open space within the UCSF campus; a new'500-student public schodl; and a new fire and police
station and police headguatters. Mission Bay iz approXimately 50% complete.

Another 550 housing units, a 250-room hotel and several new commercial buildings will break ground in 2013, As
discussed above, the design development process has also begun for that Golden State Warriors project.

Seawall Lot (SWL) 337 and Pier 48 (Mission Rock)

Mission Rock is a proposed mixed-use development at Seawall Lot 337 and Pier 48, Port-owned property comprising
approximately 25 acres. The Port, OEWD in its capacity as lead negotiator, and Mission Rock’s competitively-
selécted master developer, Seawall Lot 387 Associates, LLC, have agreed on a development concept and
cisrresponding financial terms for Mission Rowk, which are reflected in a non-binding Term Sheet that the: Port
Comtinigsion and Board of Supervisors have endorsed and which will be finalized in a Development Agreement

following environmental review.
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and visitors; and the rehabilitation and reuse of historic Pier 48 as a new brewery/distiliery for Anchor Steam Brewing
Company,

negotiaior, have initiated preliminary negotiations with Porest Clity; the developer selected to buiid a new ;
neighborhood on a 28-acre portion of Pier 70 known as the Waterfront Site, The parties have agreed on a development
concept and corresponding financial terms for the Waterfront Site, which are reflected in a non-binding Term Sheet
that the Port Commission and Board of Supervisors have endorsed and which will be finalized in 2 Development
Agreement following commumity and environmental review. In November 2014, Proposition F was approved by the
voters, suthorizing an increase of height limits on Pier 70 from 40 feet to 90 foet.

Current development plans for the Pier 70 Waterfront Site call for 7 acres of parks and up to 3.25 million square foct
of above-grade construction (not including parking) which may include up to 1.7 million squere feet of office space;
up to 400,000 square Teet of retail, small-scale production, arts space intended to establish the new district 2s
destination with unique character; and approximately 1660 housing units, with 30% percent of them madeuvailable
to Tow- and middle- income households. This built dfea includes three Historic industrial buildings that will be

Maescans Convention Center

The Moscone Center Expansion Project will add approximately 300,000 square fest and repurpose an additional
120,000 equare feet to the portion of the existing Moscone Center located on Howard Street betweoon 3rd and 4th

In zddition to adding new rentable square footage, the praject architects propose an iconic sense of arrival that
enhances Moscone’s civic presence on Howard Street and reconmects it to the surrounding neighborhood through the
creation of reintroduced lost mid-block passageways. As such, the project proposes 2 new mid-block pedestrian
entrance from Third Sireet and a replacement pedestrian bridge connecting Yerba Buena Gardens with the:cultaral
facilities and children’s playground to the south. An additional enclosed pedestrian bridge would provide enhanced
circulation for Moscone convention attendees and reduce on-sireet congestion.

revenue overthe pext decade if Moscone was not expanded. The project allows the Tty €6 rebbver appré
754 millon-of this future revenue and o

The proposed praject is a joitt partnership/between the City and the hotel industry, acting through the Thurist
Tmproversent District Managesment Corporation, with the City paying approximately one-third of ail expansion costs
and the hotel community paying spproxinigtely twosthisds, The Board of Supervisors utanimously apgroved the
creation of the Moscone Expansion Distrior and the issuance of $507 milfion in Ceriifivates of Pasticipatisn on

February §; 2013 and the Planming Commission unanimously approved the project on Augnst 15, 2014, Pisjsct

development began in December 2012, with major construgtion starting in November 2014, The project is epiected
o reach completion by the end of 2018, i
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CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND EXPENBITURES

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
électorite: These constitutional and statutory limitations, and future Iimitations, 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. Fowever, ad valorem property taxes required to be Jevied to pay debt service on general obligation bonds

was authorized and approved in accordance with all applicable constitutional limitations. A summary of the girrently
effective limitations is set forth below.

Article XUHA of the California Constitution

Article XIIIA of the California Constituticn, krniown as ¥Proposition 13,” was approved by the Califarnia voters in
Tiine 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 XIITA defines “foll 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 XITIA) after
the 1975 assessment. Furthermore, all real property valuation may be increased or decreased to reflect the inflation
tate, as shown by the CPI 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 XIIIA provides that the 1%
limitation does not apply to ad valorem taxes to pay interest or redemption charges on 1) indebiedness 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 Fuly 1, 1978, by two-thirds of the votes cast by the voters voting on the proposition, or 3) bonded
indebtedness inourred by & school district or community college district for the construction; reconstruction,
rehabilitation or replacerent of schoo! facilities or the acquisition or lease of real property for school fasilities,
approved by 55% of the voters of the district voting on the proposition, but only if certain accountability mess
included in the proposition.

The California 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 or lower than 2%, depending on the assessor’s
measure of the restoration of value of the damaged property. The California courts have upheld the constitutionality
af this progedure.

Since its adoption, Article XTIA has been amended a number of times. These amendments have created a nufiticr of
exceptions to the requirement that property be assessed when purchased, newly constructed or a change in owrership
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 propetty tax revenues of the City.-Both the

California State Supreme Court and the United States Supreme Court have upheld the validity of Article XTH

Article XIIB of the California Constitution

Atticle XTITB 'was enacted by ‘California voters as an initiative constitutional amendment in November 1979.
Article XTTB limits the annual appropriations from the proceeds of taxes of the State and any ¢ity, county, sthool
district, authority or other political subdivision of the State to the level of appfopriations for the prior fiscal year, as

or fee schedules over the next two years.
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Articles XFIIC and XD of the California Constitution

Proposition 218, an initiative constitutional-amendment, approved by the voters of the State in 1996, added Articles
X Cand X1 to the State Constitution, which affect the ability of local govermnments, including charter cities such
as the City, to levy and collect both existing and future {axes, assessments, fees and charges. Proposition 218 doesnot
affect the levy and collection of taves for voter-approved debt. However, Proposition 218 affects the City’s finances
in-other ways. Article XIIC requires that all new local taxey be submitted fo the electotate for approval bgforé such
taxes become effective. Taxes for general governmensal purposes of the Cliy reguire a misiority vote and taxes for
specific purposes require a two-thirds vote. Under Proposition 218, the City can only continue to eollscr taves that
wete imposed afier January 1, 1995 if voters:subsequently approved such taxes by November 6, 1998, All of the City’s
locat taxes subject to.such approval have been sither reauthorized in accordance with Proposition 218 or discontinued.
The voter approval requirements of Arlicle™RIH € reduce the City’s flexibility to manage fHscal prebiems through
new, extended or increased taxes. No assurasice can be.given that the City will be able o raise taxes in the ftwre to
mieet ingreased cxpenditure réquirenienis,

Inn addition, Article XITIC addresses the initiative power in matters of local taxes, assessments, fees and charges.
Pursuant to Article XIIC, 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 Jimitations imposed by the courts and additional Hiraitations with
respect fo 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 XI1C. No
assurailcs can be given that the voters of the City will disapprove initiatives that repeal, reduce or prohibit the
imposition or increase of local taxes, assessments, fees or charges. See “OTHER CITY TAX REVENUES” herein,
for a discussion of oiher City taxes that could be affected by Proposition 218,

otherwise interfore with perfammae af the dz.:ty of the Criy withirespect 1o such taxes which are pledged
for payment of tho e bonids:

benefitpurposes, and hey caused Brajted {}bhgmmn bonds (o ibe issued in 1996 tb finanice vonsirusioniof a ﬁ@ﬁi;}&biw

right of way, The City cannot predict the future inspact of Proposition 218 onthe finances of the Uity, and o6 disuanie
cah be given that Proposition 218 will not have amaterial adverse impact on the Gty s revenues,

Statutery Limitations

OnNovember 4, 1986, California voters adopted Proposition 62, an initiative statute that, among other things, requires
(i) that any new or increased general purpose tax be approved by a two-thirds vote of the local governmental entity’s
legisiative body and by a majority vote of the voters, and (i) that any new or increased special purpose tax be approved
by a twe-thirds vote of the voters.

TniiSamta Clara County Local Transportation Authority ¥, 'Gugrding, 10 Cal. 4th 220 (1095) dhe “S9ild Tlgra
decision™), the California Supreme Court upheld & Court of Appeal décision invalidating a one-half cent tywide
sales taw for transportation plposes Ewmd by a Eaeaﬁ ta‘anspor&mon authosty: Ths Cahfomm S&pmme i iﬁas@fi
its dcmslon on the faih '

Ins M::Brem'{y v, City o
the S’anm Clire detisi:

The Saatd Clare' decision alie did not decide, anid the California Supienie Cotrt has not ofiierwise déecide
Propisition 62 aprplies to charter gities. T ty is a charter city. Cases deended by the Cahf@m Courls
have held
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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 inftiative 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; i is subordinate to the authority of charter citigs to impose taxes derived from the State

Even if a court wereto conclude that Proposition 62 applies to charter cities, the City’s exposure under Proposition
2 may not be significant. The effective date of Proposition 62 was November 1986. Proposition 62 coitains
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, propetty transfer, stadium admiissions and vehicle rexls. See
SOTHER CITY TAX REVENUES” herein. Gnly the hotel and stadiven adinissions taxes hiave been increased since
that date. The increases in these taxes were ratifisd by the votérs on November 3, 1998 pursuant to the requirenyents
of 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 priorto August 1, 1985, and have not been increased, these taxes
would not be subject to Proposition 62 even if Propaosition 62 applied to a charter city.

Proposition 1A

Proposition 1A, a constitutional amendment proposed by the State Legislature and approved by the voters in
November 2004, provides that the State may not reduce any local sales tax rate, limit existing local government

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

within a county.

Proposition 1A also provides that if the State teduces the annual vehicle license fee rate below 0.65% of vehiclevalue,
thie State myst provide local governments with equal replacement revenues. Further, Proposition 1A requires the State
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 deereased
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 aid to cities and spending on-other
Stite programs, or other actions, some of witich could be adverseto the City.

Proposition 22

Proposition 22 (“Proposition 22”) which was approved by California voters in November 2010, prohibits the State,
even during a period of severe fiscal hardship, from delaying the distribution of tax revenues for transp i,
redevelopment, or local government projects and services and prohibits fuel tax revenugs from being loaned for cash-
ian 22

payments thereof, and prohibits the State from reallocating vehicle license fee revenues to pay for State-imposed
mandates. Th addition, Proposition 22 requires a twosthirds vote of each house of the State Legislature and & public
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hearing process to be conducted in order to change the amount of fuel excise tax revenues shared with cities and
counties. Propogition 22 prohibits the State from enacting new laws that require redevelopment agencies fo shift finds
to schools or other agencies (but ses “San Francisco Redevelopment Agendy Dissolution™ above). While
Proposition 22 will not change overall State and local government costs or revenues by the express termythgrcof, it
will cause the State 10 adopt alternative actions to address its fiscal and policy objectives.

[ue to the prohibition with respect to th:: E:Sr:a.te & abibity 1o take mﬁimﬁe sl bz}tmw money ralsed bylacal

Propasition 26

On November 2, 2010, the voters approved Proposition 26 (“Proposition 26"), revising certain provisions of Articles
XM and XTI of the California Constitution. Proposition 26 re-categorizes many State and local feee ag taxes, raguires
local governments to obtain two-thirds voter approval for taxes levied by local governments, sand requires th State o
obiain the approval of two-thirds of botl houses of the State Lesislature o approve State Taws that increags taxes.
Furthermore, pursuant to Proposition 26, any increase in a fee bevond the amount needed fo provide the specific
service or benefit is-deemed to be a tax and-the approval thereof will require & twosthirds vote; Tn-addition, for State-
imposed charges, any tax or fee adopted afler-January 1, 2010 with 2 majerity vote which would have required a two-
thirds vote if Proposition 26 were effective at the time of such adoption is repealed as of November 2011 absent the
re-adoption by the requisite two-thirds vote.

Proposition 26 amends Article XHI of the Siale Constitution to state that's “fax™ nieans.a levy, charge or exﬁitﬁti?{m of
uny kind imposed by a local government, écept (1) a charge imposed fr & gpecific benehit confared o
granted dirsetivito the payorthet i not provided 10 those vot chiareed, and which does Hot axcosd e veass

ey the focal government of conferring the benelit or granting e privilege; (2)a chaege imposed for
government service prproduct provided d;mcﬂy torthe payor ‘iﬁi&i s Emvﬁé&d feyibinse et charaed, amé

oitation ordinances, parking violations, eteiy {6Fa charge fmposed 2 a emzémm of propey  developmsnt of
(7) assessments and property related fees imposed in accordance with the provisions of Proposition 218. Fees, charges
and payments that are made pursuant to a voluntary contract that are not “imposed by a lecal government” are not
considered taxes and are not covered by Proposition 26.

Proposition 26 applies to any levy, charge or exaction imposed, increased, or extended by local government on or after
November 3, 2010. Accordingly, fees adopted prior to that date are not subiect to the measure uniil they are increased
or extended orif it is determined that an exeinption applies.

property charges wiil be subject to a ma;]enty vots of approval by the goveming body a?%hwgh cmam gpmpos&i
property charges will also require approval’by a:majority of property owners,

Future Initiatives and Changes in Law

plifsiant 1o the Stale’s Inidative praceds, 'i?‘ om time 10 time other inftiative measures could be adopted; Turther
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affecting revenues of the City orthe City’s ability to expend revenues. The nature and impact of these measures cannot
be anticipated by the City.

On April 25, 2013, the California Supreme Court in McWilliams v. City of Long Beach (April 25, 2013, No. 8202037},
held that the claims provisions of the Goverament Claims Act {Government Code Section 900 ez seg.) govern local

tax-and fee refurid actions (absent another State statue governing the issue), and that local ordinances were'y

thout

on the City.

LATHGATION AND RESK MANAGEMENT
Pending Litigation

There arc a number of lawsuits and claims routinely pending against the City, including those summarized in Note 16
to the City’s CAFR as of June 30, 2016, attached as Appendix B to this Official Statement. Included among these are
a number of actions which if successful would be payable from the City"s Genieral Fund. In the opinion of the City
Attorney, such suits and claims presently pending will not materially impair the ability of the City to pay debt service
onthe Certificates, its General Fund lease or other debt obligations, nor materiatly impair the City’s ability to fund
current operations.

Millennium Tower is a 58-story Juxury residential building completed in 2009 and located at 301 Mission Street in
downtown San Francisco. On August 17, 2016, some owners of condominiums in Millennium Tower filed a lawsuit
{the “Lichman Lawsuit) against the Trangbay: Joint Powers Authority (“TTPA”) and the individual members:
TIPA, including the City. The TIPA is ajoint exercise of powers authority.created by the City, the Alameda-Contra

Closta Transit District; the Peninsula: Corridor Foint Powers Board, and Caltrans (¢x officio). The TIPA is respoisible

owners claim unspecified monetary damages:for inverse condemnation:and nuisance. The TTPA hasasserted thit the
Millennium Tower was already sinking more:than planned anditilting béfore the TIPA bégan construction:of the
Transbay Transit Center and that the TIPA tock precautionary efforts to avoid exacerbating the situation. Inaddition
to the Lehman Lawsuit, several other lawsuits havi been filed against the TIPA related to the subsidence andtilting
of the Millennium Tower. Since the Lehman Lawsuit, the City bas been named as a defendant in two other lawsuits
related to the Millenniium Tower the Buttery Lawsuit. The Buttery Lawsuit alleged that the City failed to inform
buyers of various conditions of the Millennium Tower property, but all claims against the City in that action have
been voluntary dismissed. On May 4, 2017,:a new lawsuit was filed by additional owners, the Montana family and
their trust (the “Montana Lawsuit”), against a number of parties, including the TTPA and the City. The City expects
that other lawsuits may be filed against the TIPA and the City relating to the Millennium Tower. The City continues
to evaluate the lawsuits, and the subject matter of the lawsuits, but cannot now make any prediction as to the oitcome
ofthe lawsuits, or whether the lawsuits, if determined adversely tothe TIPA orthe City, would have 2 matetial adverse

impact.on City finances.
Risk Retention Program

Citywide risk management i3 coordinated by the Office of Rigk Management Diviston within the City’s General
Services Agency, which is under the supervision of the City Administrator. With certain exceptions, it is:the general
policy of the City not to purchase commercial insurance for the risks of losses to which it is exposed but rather to first
evaluate selfinsurance for suchrisks. The City’s policy inthis regard is based on its analysis that it is more econemical
to manage its risks internally and administer, adjust, settle, defend, and pay claims from budgeted resources (0., “self-
insurance™). The Clity obtains commercial insurance in ceriain circumstances, including when required by boi
lease financing covenants and for other limited purposés. The City actuarially determines liability and workers®
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compensation risk eXposures as permitted under State law. The City does not maintain commergial earthguake
coverage, with certain minor exceptions.

The City’s praperty risk management approach varies depending on various factors including whether the facility is
currently under construction or if the property is owned by a self-supporting enterprise fund department. For new
wnsu'us&ion projects, the City has wilized Eradiﬁonaﬂ insukatce, emerwmﬁmﬁed insurande programs ot mnfmmm

By contradt or other agiddment.

Through coordination with the City Controller and the City Attorney’s Office, the City’s general linbility risk exposure
is acmarially determined and is addressed through appropriations in the City’s budget and also reflected inthe CAFR.
The appropriations are sized based on actuarially determined anticipated claim payments and the projected timing of
disbursement.

The: City actuarially estimates future workers” compensation costs to the City sccording to a formula based on the
following: (i} the dollar emount of claims; (it) 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 Dividion of the City's' Depdfimsat of Huthan Rescurces, The Workers’ Compensaﬁm
Dwmm detami:ms ang aiiocate:s workers' cempﬁmatwn costs 10 éepaﬁxmm based upon actug! payments a

The City*s estimated labilily and workers’ compensation risk exposures pre summarized inNote 16 w %he City's
CATR, sttached to this- Official Statement as Appendiy B
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) mcthvtias I d the Ciy's total 16l pokiilon by appraximately
$731.8 2ufllior. Kay factore. this change - low,

Svernll. fobe? revenues from governmantal n:ﬁmn wate s&uu h‘man. 34801 wiiflisn or B.8 percent
Incrans s oves the prior yeer: Forthe d 34,410l Aransfere of $574.2
miEkin, resultting in o total net pestion trezenen of $721.8 mbion by June 30, 2048,

Propery tex reveniies Incresses y $168.5 million: or 10:3 parcant. This growtt:wex dus: i lorge:part fo
regitlar anmiiel Lo and espepe tax cobsclions aespciptad Wih highor sxsauand valies of sectipad fnal
propoity snd gnseeured proparty In San Francisee and also dua o Increass: Ia ouppiememl propady tax
woEactndg 1ar Hoth cment yeak and piriet yust resd property
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‘yaar Ended duns 30, 2018

miflion In: pateontsl sarvices: mainly dus to cost.of Reing adjustmants, heafih and pension.casts, $2.1
million In paliution remedietion obligatiors, §1.2 milian in higher building snd eguiprant maitenshcs
semices, S0.5 In. dapreciation sxpenke. ane 0.4 miion in matstials ahd supsies, which wiere oftsaet
by datrasses of §4.5 milionin general and adminisirative-axpenses mainly dus 1o-lower jidgmant and
claima liabiliy bused on actuarisl astimpte. Transfars outincreasad by $16.9 mikion. sue to-atransfer
to tha Ganaral Fund in ordarta securejusisdiction &t the City owned proparty adjaesnt 1o the Southeast
Water Polltticr Contral Plank. This was:offest by @ transfern of 0,5 milion: and & netsivaoparasing
axponse of $0.3 millon,

Tha Port snded: fiscel ysar 2D15-16:with A net: postion Increnss of $35.1 milen, comparsd 1o &
$171:8 milie inoronsa in the previeus yaar, 8 §23.3 miliondiference: The Por is responsiols for seven
and one-nalf nln of wailetfront propmity ehd s reVeniis is derived primerily from property restals to
&nd g.diverss mbr of merititne opsrstiong. In fiscad year 2095-18,
BpeTeing revanuss increasad $4.4 milon and nclided 5 net horeess in Hfch
and an incremse. in srufys tevenues of $2.7 mikion. Uparating expanses mnsamu sa 1 mdllsnn overtha
prier yoar, This was: due i partis 8 $Z.0:mBllan This guet ol spRiinenls
and 2 netirgiease of B1.5 millon in percannsliand difisr sxp Tha abova chang ‘offsat by
a#incranse of $8.4 ridllion i inberast axpense.

The BFMTA hadan orense in of§478;3 millon for flecal year 201 536 baters curmulmive
effoct of ing, changs, 4o sn icrsase o 8284.7 milon, in the prior year o §16836
rridlan.chi SFEMTAS total #4953 millen, wh
reaghad: 81, 10 kikon. Cparaiing g b 4.3 mil
miginly dite 1o fower. Fafe revonue of §B:0 Millon, aslight decrensa In reslal income of 50,8
rillkan, and §3.6 mijon in othee phieh b primarily of fax) lion revenua; These
e offsel by an Increace of §.8 milian in purking permit; fires, an
[acremes in clidrges Tor servioes 47$0.3 milion. Operating skpentes Innnmdbys
Hisel e parsenial enstsl et nor Tavenls by $36 8 million
vt feiw. A incrmadi. of feplisl cordriBitions of 3914 milfoa b
capital mmmdﬂm@s ingused wivd: BB (o graviors moxtly rebrted 10 Qentral Babw
Weliioles B i offaer Jurye’ projmte p i oy B 1A%E itk
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e BERERT dlion v mandfere from s afid & re

o B o, Trantens fi 4 T Rided BIEA 8 rilion e
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LHH, tha OBy skllad pursing: oons haxpital, bead an inerenss in net peslin of $2.4.4mifon aﬂha and
o8 Hoal Yalr dO15 16, dbigared wrEB.8nillion ot iha snd olthe previolis veer, e $150
milioh difference, T LHH's Hms 6 Gl contribitiong dnd tiielins Tor the ylar
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WHARE ek Trcieaie m wd R o ¥ mllion InctRass i ‘peralng Sipel d: i
%1, Hilllion in i This was offuet by # $23.8 mdllon ddtrsase in
et tranafors Torthe Cm mi& fiscal yaar,

BFIZH, the Tily's atite cars hospksl srdsd feoa| yesr 201516 wilh & net posilion fekaasa of
8775 milllion, compared te 4 $123.4 milion ingreasa ths prior yesr, 2 $45.8 milian chenge, This wae
dus ko d-«:n-ud rapifal conttibations of 85,0 milin compared $o prior year's capital costiibutions: of
$57.4 rriffion, Howmonr, SFGH incirvad an apkreting lass of $89.5 mifllan, which wat a 5650 miflon
incroass from Hie prior year, This was due to & $21.2 milion denresse in operaiing ravanues, Targaly
relnted 10 nat palient sendves revenues, end Inereases In oparaling expenses mosty dusi i $26.2
mifficr i perscral xervicas, $7.2 milion in coittaciunt serdves, and §10:8 milion in dapraplation and
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CITY AND COUNTY OF SAN FRANCISCO

Manngertiont’s Diacussion and Analysls {Unavdited) {Continued)
Year Endad Jure 30, 2048

FINANCIAL ANALYSIS.OF THE GITY'S FUNDS

As noted earler, the Gy ysesfund accounbhg to shatrs and damenstrats sotphased with finance-reiatad
lapal reguirements.

Boysmmentat Eungs

The focus of tha Dity's: governmental funds statements 15 %0 provide Informstion on:near-term inflows,
otows, and bafansen of rasources availakie for fature munmm Bixch Information s ueelil in.asenssing
the ‘Cefw's financing recuiraments, |n particular, tind balahes @ Usshil magsura
of & governimest's Nt Tosaiirees avaltable for spending ok he snd af tha fiscat year. Tyies of gavienmintal
funds eeporleti by \hie Giy includa the Genersl Fund, Sperial Revenus Funds, abt Sarvice Funds, Gapital
Projact Funds; ‘and the Perminent Find.

At the and of fispet year 2016-16, he Ciy | fynds
$2:84 bilioy, an lsrasse of $548.9 milion or 229 percentiover the
D457 millon e d and $138.0 milian is
tha fi onsdiutes:tile furnd balanoes
thess: ind balance cleseifications, the Géneral Fuhd had
i cl the g fund ballances inchides
10:nash auchias and |
ué\mnuus Tevels and $1B7.2 nlifion commited for off

Th tha:chisfap fund: o the City. A & SUMm of aseigned
ad fund balan d total fund balsnce can be hdi As of
the ané of the: flscal vear, dssl i nd balan ' wihile {otal furd
balences teached 43 lion, Combined $6ME3R7 percant
aftital expendituras, whils total fund balance raf 43.0 parcant af ras. Forthe yaar,
e ¢ spand By $5.0% 4l : il s
L FAGIA mifisn, ren in fotal fiind balance: nerensiy by 82640 rilllon: Ch i

in n property taxes, 1avEs, salas and Usaes fa: % for gervices
wmwwayna‘“ 4f il of wcpanditurg s trigr I} FEOVIG0% BN ]
ety AsreRy Gl A diid fagiteis in g Fiived Lintah e thi T

Propuistaey Fande.

The Ciy'e peopristary Tund stataimants provids the sarme fyps of dn the bugl o

‘wethdfia weEion 4F Hhal govemmentwide firannlal stalemants But ddih e A Al detdik

51 thie il fiaed yoan 2015:16, the unrestrched ek position: for the: praprutury fands woy o foflaws
Aot $300 roilion, Waler Entnrpase: $26:5 millio, Hebi Hety W

prise. $50.0 i, and tho Port £571 millon. In addidin, SRMTA San Frontisto
sptel, etk Hirdy Hmml Fag ﬂal‘mib&munmsmmd et Brsitlon:f $9.4 million; $344 4
willion, and $1BE.§ miion, respoctively.
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#anugument's Dlsoc selon end Anslyels Rinsudied] iContiniiad] Hlanag B wod 4
Vesr Ended Jure 30, 2018 Yorr Endad Juns 33, 648
The fafawing tabie showe solusl reveruss, supensas and the rotulis of sperations for the cument frogl » EU18 millon savirgs 1n notirate and seley aed oy misizdy le Gunal Surdoas Adesleatien
Yaar In fra Chiy's propristary funds {in thousands]. This chows the tha fotaf net poxitisn Tor thans fussds e Cafector, Cly Fanning, Loy of Sup
insresxar by speravimately STIE2 millon dus 'ty the cuttenl yese financlal activiies | Ressons for this Eletioni, lﬂf e d-;xm-um“"gwml N BGNGE.
chiatige wre dikcdeyed I ihe grevious sseiion on s GRS Dushest-Hpe soliviies. - 31(! 1. dion I sainry Bnd beratt savings iy it Juvmrils F’?ﬁnfwn. Adik Brobsin, Shesd
S &8 sihat = pabiis pr
T ikt ;'..uu, o WiteFinet n-;.m.-n = The ovser than budgat é oy wavings Rnrn . 5 el
it iy ; TG Smmawom e mn cummarcs; s oltirs and retaatian, |
i e [ Rlime S < The net effact revere  eavingain - e
o nk L e < o P am WG B R Balanes avatlable for sub mlur!!fnsm of
I ARG ke WS dieRe Gt Ywrel yoar 201448 The Chy's fecel yaer AT -umsms mmﬁ Grignak it BAAUTReE AH
o Ay BERE pd B T val[abls Betanon o7 3523 mion LRy sppropistad & Esani vear SRLET an Mecal yasr 20 Z 48 Raving
ki i hiand I i b $71.6 mlilon sveiihis for Sore saposrialiona. (Bae eo Notbe 4t the Bulc Fintucid Shrisnnss e
sim s Wﬁ i arditionsl budgebery fund blance te ;).
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Yuar Ende Jure 30, 2016

The: Water interprises et caplal sesels imcraased by 5246.2 milion or 6.3 percont, refiscting an
Incréase i’ carstruction and capial improvemant sctivities. Majsr eddifions o denstrugtion work in
progreas ingluded G Dem Reglongl Storage and R ¥, e
Harry: Tracy Welsr Tradtment Plan Long-Tarm Improvements, Auxiian Water Suspsy Syetem, San
Francisco Groundweter Supply, Paninsulz Pigeline Beismic Upgrads, Indnpton Tunzel Afamatives,
ard alhar upgrade and mMprovement proprams. Az of June 30, 2048, the Water Enterprise kb 80%
thitigh edistructian of s mukbilon doTiar, muki-yesr program 15 upgrads ihe Heteh Hetehy Reglioniel
and Local Water Systarnu. The program consists of 35 focal prsjedts withn $an Francisco and 52
reglonal projacis spraad cver seven diftarant countiss fror the Biema foothllls 1o:San Francitee: As of
Jure 38, 2016, 34 loce! prejecis are ane the targst sas At s Desember 2016, For
ragionit pmjaeh 36 mre and tha cted 1t dals is £ 344, The Watar
System |mprovement: Pragram (WEIP) delivers capital in;:rwemunts hat eshsnce ke Water
Entorpirise's abilky to privide rellabla, atfarddbla, high quality drinking water to s custemers.

SEMTA's not capilal aaesls nereased by $400.7 mikon or 14:6% mEkky fro

oF$212,7 milllon Tor tha new Canttal Bubwey Project, Gentrel Grndrol; relis

girgat | it projects; Equipmentcosts: of $2R3.9; mifion: Was i

e pr of Hewight rell vahioiss, oty and, moter butes fo ¢

eystamt, iraffic algnals, sadic mplagamant, SR W
Bulldig 2 il ir Fecatjes
fanst operatir convanience stafions, efevalor and esei
P { gurage facilities In var

guna Hunda Hospital's net caplta assets deorcased by $15.G mitlon or 2.8 peroert due grimariy to
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CITY AND.COUNTY OF SAN ERANCISCO

Notes to Bacl: Flnancial Statemants
June 30, 2096
(Dcllmrs In Thousends)

(1) THEFIRANGIAL REPORTING ENTITY.

San Frangisco in & oty and county shertersd by $he Slsts of Calforms and s such can exardise the
powers a5 both ' £ity ang: s county Under site’ [aw. As requlred by gensrally accaplad ssteanting
principles, the g firancial present B Gty ang County of San Francises fhe
City o7 primary and s L units. The P F units dis d bélow are
Irisluded in the: Cily's rapording  sntity’ becsuse of the  slgnificance of tex: sparatione or firiansiel
ralationships with the Cily,

A% 3 govemmsnt Bgancy; ‘the Gy is exempl from . both: fedarel inceme fexes . end Galifornis State
Tranchics taxes,

Biersded Companiernt Uhls
Foliowing is & deserption of hose lapally saparats component units: for which the Clty Is.financialy

ancounizhls that s blanded with the: pilimaiy povernmBnt Senime of el ihdhidusl governante or
trgncial relationships to the GRY.
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Propusition £, which:wes poseed by the vobers in 8overshar 1909, Soperate fnonai! siatermanis ars
viot prapsred farthe Parking Althority. Funher infsrmation sbaut the Peridng Atherity can be oblained
frgim the SERETA Chisf Financial Gificer of 1 Boulh Van Ness Avesus, B% Flodr, San Franticea, OA
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CITY AND COUNTY OF SAN FRANCISCO

HNotes to Baslc Finascisl {G
June 30,2978
(Dickare in Thilsands)

Dlceroialy Prasented Sompenant Unit

TreELre Jelar Develspinent Autkosly fThe THDA) = The TIDA ke 3 nonpeefipakiz benedi carporation,
Thm TEDA wap euthorized: in' sacordencs with the Treesura lshand Convelsion Adt of 16587, Seven
sommissionare who are sppebited By the Mayar, sibject 1o sonfrmaaon: By the Cily's Bosrd of
Suparisons, govam the TIDA The specifio pursnse: of the TIDA Isito: pramate tha planning,

) fon, reues, and convarsian of fhe:property knowr as Naval
Siation: Treastre: Eland for the public. intarest conveniance, wallars, ani:camman bensft of the
mhabitants of tha Gity. Tha TIOA has adepted 8% &% miselenihe craston of sffordakla: housing arid

s on Treesins (Sland,

Tha THIA'S g Body is not e sEme g5 1hat of the: Tty ‘and doas not provide

services entiraly or afmast artirely to tha City. The TIDA Te repoited |h a: separats: collmn e amphasize

that £ 15 Ingally separate i the Sty The Gily e financielly axcountehle for ha TIDA through the
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heeve Besn paid in fifl and 4 aeseis have baes liquidated. Based upen e niture of the Successor
Apentye custidisl raki, tha Gucpesser Agenay I reportes In o fiduciary fuzal (privete-pupose tist
Hung). Comp 3 can ba abtafied thom the: Ansincs it
ot 1 Bauth Ven Hess Avenue, 5% Fioor, San Fraacisen, GA 84108,




=

CITY AND SOUNTY OF SAN FHANGIECD

Hotee to Brgle Finen i
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CITY AND COUNTY OF BAN FRANCGISCO

Hates o Basls F | {Gontinued;
Juns 30,2018
{Dellarg In Thessnds)

% The:Port of San Francimsto Fund-aconunts for the aparafion, devalopment, and malatenance of
saveh ahd shi-hall miley af waterfron proparty of the Port o1 San Francisco {Poi) This was
ssiablishsc in 1860 afterthe San Francisca Volars appraved & propouition 1 secept the trawstar af
tha Harber or-San Franolseo from:the Siate efCatfornin,

#* Thi: Lagurd Hunds Hesplial Fund sccaunis Jor the sciivities of Legune Honda Hospital: (LHHS,
tha CHy-cwned skiled riursing fecility, whish epteinlzus in sering oliady und disublsd reslgants,

Addiionally; e City reports the followifig fund types!
». Tha frebt Service Funds scocount for the acsumulbstion of praparty taves wnd other revenoes for

periodio payment of irterast and principal on gensral abligatian and caraln lsase sevanus bonds
el relited autborzed custs.

%  Ths W ijﬂ:ﬁ Funds ar used fo avaunt for finencial respufves that sty tewiicted,
v furihe 7 of land or. i conetruttion of
mejor rwl?tie& her lmm thoss finsrcedin the proprislory fird typos,

% Thie Spuile) Reveniie Finds sro usid 1o prcount for the protiesils of spediic revanue’somrces

it e roatricted o Somtiied 1 mepend o wp platg bt thian dobd ner
inmil projets

# Fiitif or ik ane Dedgalty st iotet 10 Bie edanitat oily
aumingfx Hist priigipal, tray be used for purpowes thit suppor speris programs,

% The Mitem Service Fands acoiunt for the c\' fois oF dorvices provital By Bhig Gity
depeaithent to snetesr City LR ] 1t basks Intemel Service Funds
SetBUnt fi s dotiitial of ini v, denthalied ghtitng e el
sandnes, cenlt tevom antt sptvices, und lpuse fistly (hivugh
the Flnanes s N

*  The Py Citrar nel Qthter F w7 Triist W&h raftect tha
wfrats Enp Syetem | i, the Health: Serice
arid 1 Hi Caore Trugt Fund. The Rt t e 8

4 i | ! o i
e fe 10 i en
benofRe as The G oS i
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care Tor the hedical e [istirme Husith C;
girant for oiher g b 0 e G
Franciica G GCollaga Digkict, fagatier With the earings and p
ahsrthe i deftey of welerdr
undll suticlent finde 'are’ sef slde o payitor alf futirs ratirae heakh care cosls, &
Tirhitad aif
. The YrafFund rris for the external poilion. of the Trassurel’s Cifice. nvegimest

pissl Tha furds of thi San Fransisee Community Collage: Distriet, San Fronpiecn tinifad Sohaol
Plifrict; tha Trial Courts of ihn Siate 'of Califomia and the Trnmbny Jeint: Powérs Adiffrolily sfa
accolnted for within the Invastmant Trust Fund,

% The Private-Purpoze Trst Fuhd acoolnts for the custodial respansitilities thet ore assigned fo
the SucEesser Agency wilh e passage of the Redevelopment Dissolution Act

b ThaAmemdk acoount forthe resaLross | ha\d bythaGitylna cu&nn‘id cupaci!y on bahulf na"

the State of Calfornia and other el agehivles, emp for peyrod

human'welam, warrgnunity heakh, and trangporialion programs.
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CITY AND COUNTY OF SAN FRANCISCO

Netox te Baxle Finabotsl Stitements {Conthiuedy
Juns 38, 2018
(Dellars: in Theusandsy

In gansral, the efiact of infarfund aetivity has baen slirinated from the vide fingneial
statements. Exseptions 1o this rule are charges 1o sthar Chy depariments fom tha Gereral Fund, Walsr
Enterprice and Héteh Hetchy. These chargss have not been eliffinated bacavse elimingtion would

ditolrt e elimi okt any pregrr e 0 this

Prop ﬂ.mds f 7evenues snd expanses from nenoparating lems. Gparating
[ty resuk from providing sarvicas in eonnention with the fund's principal

ohpjolay opmgtmns Tha pmmpnl i of thie City's prise amd intemalsarvlos fungs
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and Relates Aswola ‘me{ Ars Not Whihin'ihe &:npssf GASE Slmmnmssmd Mendmmu 6 Gertgln
ot GASE s 67 and 58, T4 s for defined bansfit

pensions that are net within e scope of Stoternant No, &8, a5 well 05 o7 e e et sccamalstad for
purpekes of providing those penslons. In addition, it estabilishes reqilrements 13 defines contrigtitish
ponsioas that ‘are hot wﬂ:En thecsoape of Slatement No. 88 3 slen amends carain prvistens of

. B7, Fitl i for Pension Blaes, gnd Statamant Mo, 68 for parmdon: plans and
pensions that ars wwhm shals LT i atopas. The provish inthis are elive tot the
City's ﬁscai yoir ending Jume 30, 7018, sxcapt thass that addrass smg 2nd

anties for pansions fhat are nolwithin the scope of Statément
Ho: $8, whlss are: sffectve for the t:itys fiscal year ending June 30, Z0T7, Partial implemeststion of
this statermast 81 not havs & sighificant irmipast on the: City for she yaer ended iung 30, 7016

In Juna 2015, the: GASE issued Stelement No. 75, The hy of L } A
Princites Tor State and Local BASE Mo, TE i g y ot
GEAP for state and locgl qovemmems ‘THe new stendard is etfective for pgl‘iu&s baghiring after
dine s, 2fHs, of this Ad:not hava a slgnt amgieet on the Gty for the
year snded Jure 30, 2015,
I Cearmber 20‘55 the GASH Wyt He 74, G Foaly and Roof
S e 78 g statidanes for
ualifyin ‘ ponds that slbet o measure q ost. Tha
e otive foe peaz b Ty e provisions ihat
Wil e effaciive o reporfifig pefihds Degl after [ Gl sl
idinot have i impect mucnyfw thee yesr anded Jun
I Mprch 2016, the GASE issum No, 82, Pension Lsues amandment of SASE
Ho. 87, MNe 68 and Ko, [eriti ] Mo, 52 addtsesas ianuss Zeasrding (51 thoe
r of Hiy it n PR ) it gidantion o0
and e & iz e i 3 hidard of Pradfics for
R Hing o £3 ki i pi i 4adsty
¥ Fiisrnbier) it Ag af
1l retarrad b on
Iy " N
v June 44, 2018, ihe City hins eioctad sa
2645, Dy Taevear endad June S5 HHE, the. SERAE
1o salisty & #in nt Byl
No, (52 tegiiros Biritier cimd o
nthari{ban clagsifod 33 enp
weie to a5 siniph byt BERATA B 1y
aptly b, 67 which amands
wibdfchi i b i b Fcal s P05 TR By 886 il

i addifion, Se City is surantly enelyzing s acoounting practicss to detemmine the patential imgact of
the Tollawdng pronsuncermesnts:

i Juns 2015, the GABE kisuad Statement Mo. 74, Hnmc{-.' Reporting for Pasfamploymment Bonakl
Flaps Clor Than Pansion Slase end Ha. 75, g Jor
FPostemploymant Benpils Ol Than Pensions. Slmmam Fo. ‘;‘4 rexdses End estnbliuhu ﬂnw
seugunting and finandel 7epetting Lo pi oiheritien

(OFER), Statement Ne. 75 ravises wnd aetebiishes new apuourling Bnd Fnencial repocing
roguirements for govarmments that provide their emplayees with GFES and.requires zgditiinsl OPER
dinckisures, Statamant Mo, 74 is sfiactive for periods baginning alter June 16, 2018 oad ks offsetie far
Bia City's fiecal ywes ending Juno 30, 2017, Siatémient Mo, 75'is effestive far pezicds biginning after
S 15, 2047 andis sffective or the Cify's Tlecal yeor ending June 30, 20780

]




LY AR COUNTY OF SAN FRANCISCO

Hoter to Baale Finsnolsl Statersants {Continued)
duns 30, 5018
(Dallary s Thsusandn)

In, August 2015, the GASE lesusd No, 7T, Tax & Lisch o, 77
setablishies franclal reporting starmiucds Tor bix bt agrenman“ wrtered inte by stafe #ad losal
goverpmaits, Tha newslandand ix sHectivs for pansds baginning after Denembers, 2018, Apphdutian
of il stetsment | sffective for the Citv's fiscal yoor ending June 30,2047,

I Decombar 30145, he GASH isusd Statsren Ho. 18, Pansmns Frovidsit through Cartain Bl

Eimpidysr Denyied Bsnefl Ponsion Flans. GASE Biat kNG,

rapriting standards for defied bunsft civid i By nla!z at fouai g s i d st
" Ehat crtaria ol heal. S5 and s nota stute of fooal governynantil piatsian

plan: Ths new sandard i aPsciive 1t pariags begiHAiNg aTer December 15, 2015, Appication ol this

staterant is offsctve fr e Citys fucsl yeut wrding June 35, 3017,

I ddurah D018, e AR kshag

Na. B, bis: Spildnisrant A; h A

Blatamem Mo &1 asinbilafes spenunting ans fnerelul repor for inrevecairie spiinterest
etaaments croatad i which e oo 17 sorably to it It Rdiary.
Ehis! Nl atsndard Ia sffective: oy peilbds flot O 15, 20198, Applicatinn ot Bhie
staleniant 5 eaotue T e CHS Bol yaaranding ;u ¢ m 2616,

B Reatiaend Aaiets

Gty petivition,;
F ji
B
T 3
- i Fak it LY
3 Rt
Gty rosird: satorad DUBOWS 41 It of .3 | 4,
ih Shanei far paneampilion o af: st aefion et e
BHE: i AUt sepoeding petiod. Thowa f: | dintihiof fram axsels and
[l
H 1
rie§ figa
Lid: k5 e
Fae # SRR

L

Motes i Baale Fi had % b
e 30, 2096
(Doflars in Thaussnds)
ARTIN OF A0S N0 FUbD FRANTHSL STATEMC T,
(a]. Exgpd of certdln bedy Hhe guver funds Falance ahest and the

govarmmentwide Satemient oF net fusliien

Tekal fund - balances of the Citvs: governmental Tunds,: §2, 855 474, Siffers: trom: net postion: of

povurEnantal activition, 52,009,083, repurid i W slelement of nst position: THs dffenonoe primoriy
mulu tatn the long-tarm econoimic fagus i the statemant of nat poatan varsus the suvest feenciat
rasclirces fosus Iy the gavemmental funds balanee shewbs,

Temb Lotgiznn bt PMadsm.  Shtmunt of
Govarmmenty| Aseels, B Arateiwm  Mai Poaton
- Punds . _LigSieeTT e Bebwitees  Yehalr
S TR s bioiiviniiioe & AERTE 3 - F MM g K, BN
R Gt M5 - 5348 R
TR LA
AR E - - 276
M : - - e
FIHE . : -
A -
1400
P
i
o Ll
i i
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B s TR .V )
Hefiab)
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thnd i e
s
i, w3
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CITY AND COUNTY OF SAN FRANGISCO

Kotes to Baslc Flamneisl Stitamsnts [Continued)
June 38, 2018
{DOcdlsrs n Thousands)

(1) Whan capltal assets {land, , buildings, squipment, and intangibl
whketa)that areto beused i gmmem[mhl arepurchasid or eanstted,
{hg costs of thate aststs are reparted as expandifurss In govemmental funds,
Hoswaver, the sistement of net poslfion includas those capHel assets, net &f
aesumilatad depreciation, among ths assets of the Uity s w whake,

Cost of capital ussety .

$ 6662703

Lang-term Repiffiies npplicabls to the Sity's governmentel actidties ere nokdus 2ng
payabla [n the currem pariad, and accordingly, are net raperted es fund HiabiBes.
All linblities, Both sument and kingderm, ars reperied in ths stxtemunt of Het
pashion.

Anciied d BIGH Tedve: pay

o [ EEE B30

Averued witkess compensat

therp

ity paybl

napimed revanys and otier flabiltse

ik Komens, eapltafl and olhiee f

Trterest on kingiteim dablii aot sConied I Gavehiannt s, bt TRt I8
resognzad xx wA sxpendiurs WHen die,

Linfatrad nitflows (iowss of Faiithi i (
wetivitivs or not fnencinl resounces, and Hensiore, arg wot mmmd in ‘e
gremtiontsl funds,

Unnemndized foss on reflnding of Yabt.
i g g ot debt

b

et pansin Eabilty s iof due i fied, ¥nd difigl
i Y roporial sy o Rind fabikty. DDfirred ainwe {iflwky of b relgted
0 phisiing a: vt finaniisl rexorrnes, and thetefors, afe not repntled In'the
& tal funds.

et
Deleirad oytfidvs ofr raiatad 1o pans
Doférrad Inflaws of f reigted to pan

Hlacauss the forus of govammantal Rinds is an the availabiity of resaurees, some
nanst wiinclbe avallableto pay Tor curant pariad: sx¥panditures ahd This: ire aot
inthdad In kind belance,

Fevanus ot tollostad Within 60:tays of the and:of tha current flscal patind.........

Tther pestsmployment banaflts gusels

& 326,304
]

£

R

CITY AND COUNTY OF SAN FRANCISCO

Notes to: Bask Flnsnalal
Jlne 30, 2016
{Dellars In Thousands)

{2} Intermal serdics Tunts are used by mtmg-manltn chgrga the coste of cérain

aclivities, such es caphzl 1sass sapices,
printing and: maliny sanicus, and ang

1o Individyn funds. ‘the assets ani liabitias of the infemdl servitn Linds are
included: th g civitles. iti ths af nat:pesktion.

Mat pasition atere gdjuutments

Adiusimants for internal bialatiees with:tha. Ban anntmo Finanue Ce?paraﬁem
Captiallsass fram pther

Cthit assafs

Ungsmned ssvarive and etk Babilites

#n edaition, ingafurd receivablas Bnd: peyekies  amang verieus imamel tervice
fands of §24 are sliminsted:

&7

B (16443)
{193.450]
256

20591
SLIELENR)




CEAND COUNTY OF SAN PRANCIGGE

Nodes fo Baale Fingnalel Stsiamonts [Gontinuad}
Jusie A0, 2078
Deiers I Thousande)

{B): Explesstion of cerlainy diffesencen tive | fands of
el i fund gl and the g ild of

medivities

The et changs in fend badoances %or ouvammental funds, $SEE3, differs from thae change: In ket
posiiion Yor governmentl aollies, £723,048 reporied n the siatemant of 2clivitise. Thd Gfiiencas

arigs primanty fram tha Bbagd ier Teeelis o Thae of methitles versus the current
Hnanoial fog in s g furida: The sttt of this differenzes is Al stralad below
Teut. Lmedens Daplinh ebeend Sengdem Shildiseitd
il Hiiboiiond  bited difie L B
Favemite
s 1 TETE 1 iRt A -k -8 = § AEAR?
SEKES « - - “ prerd
it B8 h - it
AT Rk - " e
451 5 . s
i v - - 8T
28300 i @ . e
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{53 Hesrrnl ssivica fUnds &f% usdd by mam\gwmm W THarge Bk o

ITY AN COUNTY OF SAN FRANCISTG
Btk ds Bawla Flransisl Stanments [Continmsd)
e 3, 2010
{Dears In Thousande]

Sropary oy thsd wars urﬂnilhlﬂ wnid ars: reporiad s delarrad inflows of
b the § Are ooy 3%
o activiis, &
Cihr,_revenues  thal ware unsvaiiabie and reposted 8z deferd Tiflows of
i s fizreds wre ! E1
o aciidios. e ETE
& _3haa
Same sxpanses reporied B he statement: of ackviies denot requle e uss of
wurant frsneial resotrcos and therefore are ot reparted 06 sxpondiftifes &
givetninants! fisde, Carmbin long-temn fllifties maorsd [n the prne yeee
wialenant of_pat position were pald durdng the curment perisd mesuking B
46 Emhi\han ) memmm SN e Rt bt s inie
Hiarii fR s
s et v ity and pamsion selabe delend o
d ol privdl s Trancial resoirnes ang, erefore; g
i st I Sigoun HEbIRR R I gorvernnirmbal s iR
sl At
s i £
! &
t it
i L I
F
& fakilt,
F d 78
chargad for h
¥t i
A
ik

% of cerain
apivides, sush as caphsl faase prifting she
gty saryives, and telesarmuningings, to individial funde. The sehustmani o
bl uMu Kinds ‘alnn mon finds by eherging. additisnel ameints to

soverthe it Ry

wete Tor the year.




CITY AND COUNTY OF SAN FRANCISCO
Nites to Basle Flnanela) Statemeinty {Siitilsd)
Juna 38, 2016
(Crllams v Thousands)

(8] Bend pramivins sre. soutes.of funds: ' tha govemmental funds.when the bonds

arelssued; but are capialized In the stalement of nai pesitlan. This Is the amount
of premiuims capteiizad dufing the current periad.

xlﬁaa of band prinsipal and the payment to erorow for rafimding of deht ore:
yeporisdas expenmiiures Bnd nihar firancing Uses in gavarnmental funds and, thus,
hve the affest of redusing fund balants beceuse cutrant finahcial rescurces have
bsen ugad, For ine Chy a% 3 whols newaver, tha nn:nvma.mms:ﬂam A paymant
o escrow Tor refinded deb! rasduce the 1abilities in tha stalaman of nat position
#nd donatresul it wkpanses iy e stelernent of activitlss, The Gily's bonded cebt
was reduced Decause RAnipal pRyments ware mede to bord holders and
PRYMEHE Wers made 1o sstrowor rsfundad debt.

mads

Prriwipal
Pegrmente 1o sscrmw for Ak

£ (32,845}

Band and san protasds and naphal lsasas ars raported as sthar fnancing souroes
irgi | and thius 1o the change |n find Balance, I ths
grvernmant-wide sistements, hiwsiver, issiing vt increases lonp-term kabiitas
in the setement of nslposiion and do noet affect the statemant of sotivitias.
Praveets werd rageféod from:

Sararal ian bunds,

321,875)

Cartiiates of paricipation

ol 40500

intarast axpansa inthe statement of aciivitias diffsrs from the amount raported in
governmentsl Kinds Receuse {1} arkitivnel anorasd and arcretsd intarmel was
calcilgted for bonds. nofes paysbie and capital leases, and {2} Bmarizotion of
band diseounts; pramiimy s refinding loeses and yains dre ot axpartan withls
the fiind statements,

Insrease in-avorued Interest

{805,095,
S 211538

Loas ort tefuridinga on certificates 'of partici
Amariraiion of bend pramigms and ol

Amortizalion of band refunding losses and gains,

CUY AND COUNTY OF SAN FRANCISCO

Notes 1 Buale Finasnclal Stataments Continued)
June 30, 2015
{Dollars in Thousandsy

¢4} BUDGETARY RESULTS RECONCILED To KESULTS N ACGURDANGE WITH: GEMERALLY AGCERTED
ACCCUNTING PRINGPLES

The budgetary grocest Is bused upoh sccolntig for catelt irarsscticns of a bauls other than

iy ptad g principles [(GAAR) Tha results of operaifons ars pressnisd In the
budgetinachial comparisan satemant n accordance with the budgetary process (Budpet besis) to
provide a rerningfuf somprrison with: e hudget

The major differances betwean the Budget hesls "actyal™ and GAAF basis are dming differences:
Timing: diffe J:f H hat ars e farin dif pieriids for Budgat husis
end (RAAP biais regorting. Cartilh reveniueg accrusd on s Budgst basks have Bean delarred for (SAAE
reporting. Thasa primanly rajate tu the accotiing for propary tae revenuas under tha Tester Plan
{bote &, revenues not meeting the G0-day avaliabillty period and offier asssts not avaliabls for
uggetary epprapodon.

Thefnd pntanca of e Ganaeal Fund a8 of June30; 2016 on & Budget Tasisls recontifed to fhe fund
bafanoa on & GAAP basis as Tollows:

Furd Batwrize - Susget Bans.......oinnanns . 1 EM B
Unredlized: Gaint! (Lowsms) on Invesimenty... 34
Curnmdative Excass PRty Tie Rackinsuss Recognized on & Budgat Basia_ . (36, DAY

Cugmidetive Exaeus Heall, Hursn Seniens. Franchise and Oher Reserrany
(56, 708)
5,818)
822

Pt bR ~ SAAP KRR« cornn 1 reeeess 1 reeesses o nseran e e e AREAED

Ganeral Fund Sudget bacis Lnd balincs as of Jone 30, 2016 s compasad of the: Ganking
ot evailatie lor eppropriations:
Restoctad Ford Anisnen;
Rainy Dey - £ fe Stabiltzation Nesena. & 74,988
Reiny Dey - Dne Time Sponding AGBourti ..o 45420
Commitled Furd Bulanca:
Budpst Rethana,
frucmation and Parks Expanditurs: Saing Rezane.,
Asaigned 1 S——
Asigived for A intit d
Asnigran for Sabraquent Yaame' Budgats
Budget Sevinge Incentiva Progmm Ciby-wids,
SaluiEon did b {
Bubtoies, $ 885,272

Avad labvde for sppropriatione:
Andlgnad for Litigaton ahd Contingeholes,
i .

the Gareril Fund budgat R Uss i faical yoar 21617
igrad - Ganaral Fasas, 76,613
Unassignad - Budget Toruse: In Sxaal year 201 P14...

‘Sublats] e
Fundl Batanse, Juns 30, 2014 < Budgst bashs 5 1526530

&1



STV AND COUNTY OF SAN FRANCIZGR SHY AND COUNTY SR SN FRAGISED

Mutas b Busle Flranzial Stotoments {Contimeed) Hetan to Sasls Flranois iruad)
PE ] e AR FOHE
{Caliera in Thowaastis} {Distiare s Thouseds}
Y DePOSiTs ANBINESTRENTS K!xknuﬂs-. Besiman
{a] Gush, Deposits snd Investimatrts Fraseniation Hathorzek lnvas thant Twa: Baturity Borffafs Sna Beger
LG Toenuihg e Gwan HO% TOFE
Tote! Chy-ossh, deposiis and lrveetmants, &6 fak vadis, e g followas Federsl Agencise & mite £lic ) $00%
Sxho ghd Lochl Sowmiment Agsnty Dligaiens SRan 0% 5%T
Cappeien Fubjic Time Beposits T2rnntidn © Nate b
Prignary Gavestaet it HET 7
Govarmm i ] Canfiites of Daposit & pare ot
iifebies,  Ravbtime R SO TR Benlare fomptncas ] Hona
Coepiet 6 IR Imapstaiene, W Gammardnl Prgst 270 0%
SRTR N ornmemennc § GSIA3SE £ I3MGIES 4 TZRr § gEb B UM Fsclute Tess Rabon Smants R
Eoaprb it dri Ipasite sods: sl iR P d M tyasy WA
w B 1848 gnatTe R0fOTiOe “ R i Th
1 A
) L Srs i
» BT " a4t 48} - i
4 s ey
25ihs Figied - el - B ihité Tz
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i th CHER T BT R Wiing mmmm
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o ROV e i T ‘rmuw a\w falde for safiliesning beaoss. BHsl ndy, an pasks o aher iy
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oHfleleds, o s Witk fgrg ih b
afd pview e f af pubdle fses i tm
Sarbans 2719010 LF 17 of the Calfomia e, T
ropattita the MV, W Bierg iekdhBe eni

the mmmnm poel participanta every momh, The npm covers v frpe nﬂnvsﬂmw e pony
TRl dates par valus, antial SaR and Teirvalle,

Thi Invastmant policy plises ety e basad on the type: of secutity, Invasimaents hald by ths
Hrezsurer diifing the yaer did not intluds repurchace sgraements.or rvalce FepUfchase Sgfeamants
Tha T2kl balow identifisy ey 8 typsﬂ!’sﬁln 6 BRith ik CEYE & poliny deted
My 2016 The tabis ales weamifes canain provd of the Ciy's: stiment pallty drass
ifterex! Tate HEK and conuantreion of cred? sk,




EITY: ARD COUNTY OF SAN FRANC|SCO

Notes to Dnslc Financlek Statements [Continued)
June 20, 2016
{Deoltats in Thousands)

Employars' Refirernant System

The Retitement System's Investments are imvested pursuant te Investrent policy guidelines :ag
astablishod by tha Refiremint Bowd, The bhisnﬂvu ‘of the policy i 1o maximize the expertad ralim of
the fund at an secapiable lovel of Hsk. The Rafi Hoars has B g6 gitdaknas
for fypes of lnvestments 1o encure the partfolio is diversiisd,

invas:meni ankgers am mqummﬁ o dlvarssfy hy Hslle, matutty, sactar, coupon, and. gangraphy,
by th Systam ralinwapeniﬂ:.mveﬂmmuimimsané are

gvasiatad agalnst speaific market benchnyarks thal rap thek & style, Aty exarmplion
frem gemml g&l#ﬁimes m;umas tppmm! from the R  The #etil 0 ¥

2 Flavwe, siich s wiset backed pgknd

and ool The vaius, sqmsmr and ralated Inotime of Base

wonlifties s sansitive to meﬁpes ifa ecanamic conditians, includiig resl sstate values, dafinquenciae
u?dni’aﬁalle of birlh, mhek misy ber effected Sy sihilts 4 the market's gerdeption of the jgsusing and changes
in intarast ratey,

The: fivectmient psliey parmis | i o A f kit aid ofjuity ;
reial owfalie] saclmilon linditi; furelgs aurmnmy nontrae, dervitive Wsthpments, and . priv Mnny
, Wi g pabtriatatip vibichis,

The Retremant Board's sssataliosstion palicles for e wwer srded June 3 SEA6 sre as folwe:
Taeget. Alnsation throngk Targe! Aducation sdee
Asxelilasy Jni 15 Fanwm%w
Global Eyuity a7. A04%
Frosdi it 28, L%
Private Egulty 0% 18.4%
Realifigpets ki 17.6%
Hedge FundiiAbsgiite Return 4 500
SBILAAE 180.6%
] Bystem i nal diretty, InVolvad I rep of ravafe refiifchase agrdi
awaver; external " girad by the R Eyatam may.a
b i i
yEtarm: m rs 1ha § ackvity afﬁ:‘e‘l‘ 16 &
IR Iy i, e R 1 Systum's sesurilies lendlng cash <ol
socating iy iZedin P of June: 30, 20
(or AB.4% of carh ] 4 of such agy te.
Rutitoe Hadith Care Trast Find
Fiie: RECTE'S: investments: sitsite of the Oy Treagiiey aré invested Bsvant to ivveatment policy
Jtlsfiiah as'aitubdished Gy il BHOTE SR The oijeciive. 5t G’ bolicy i6 1o manage And bdvets
026 to Achieve the: highest, msmehly pmdm\t fea? ratuin ymsihls. The {ivastmen! pofcy pasmits
e RHGTF to inviest in ok it Bk ang grade bonds. i &lso

aliows investmarts In globet eqaity, U5, nomines bonﬁa infistion-linkad bords, glebal rass ostata, ant
cemmodhus afthough Hhe RHOE: doas fiof cumantly hold assets inthese tlheses, Tho RHOTFE Boatd

nas Tar typas-of I {51 e enaune the poifolio is divasitlied, ss
foikows:

Bract Clens Target ABoosEich Range

Domestle Equlty B S

Intemationss Eguity B5842.0%

Imeesiment Grade Bonds ZH891.0%

‘CITY AND COUNTV OF SAN FRANCISCO
Notes to Basle Financisl Staiements {Contineed)
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Notex to Baxlke Finencla] Statamsnits {Gontintied)
June 30, F018
(Dndlats in Thousands)
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June Ag F018
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EITY AND COUNTY OF SAN FRANCISCO
Kotes to Baslc Finanelal Stalements (Continued)

June 30, 2016
{Dialiars n Thousands)
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CITY A%D COUNTY OF BAN FRARCISCO

Hotes B Beale Pinanclel Stetsmenis {Sontlneed)
Jung A0, 218
[Dallers in Thalssnds}

Borvigr Camancy Sisk
At Jurd 30, 2018, the Ristisstaot Bjutem: fs sipoesid o faign: sisiesey s on it Nvastoaite i
forwards, rights; worsants, 20 Fwens i foreipn Bgmw s ha

insTuRsents foraign aiimarsy Bk xxﬁys.s a0t June 30, 2016;

Rigstsl
Lustehcy Eotwards Yot rhinky Ewups
Auntralion doller 5 2650 § - 3 - 3
e ion ranl o)) - o8
it sownd dheding {43, 381) - -
Coanaga dolw a1m84 - -
e - =
kb - {43
= ) - -
F - +
i F:3 i
¥ w "
gkt . o
19 " "
it S47 " +
bl 48
) " -
. 85U
Fd - .
52, - -
i ) &7 "
2 ) v 1
- ki)
Ak - -
il - it
Goith ¥arean wan 13 - -
Swadlih kot 1 - B
Sudis Fene 1334771 - -
Tl bt 5888 = 2az
Turkish im E 8 - -
Fobd I ) 8z & 27 &
Contitgent Feattires

ﬂs éum 30,2046, tha Retirement Syater (65 no posiions i dervalives tanisining surtingsnt
Fise,

GITY £MD COUNTY OF 3AN FRANGISSD
Hntas s Beats Fisanelel Stetements (Sontinusd)

Jume 39, 208
{Digises o Thoweandc)

Sacodias Landing
The Refrement Bystem lends 1.8, 1 ottt af fonde utid
nquitias o variaur brokers with & sl = ralum the same
pils o fae It the fidurs, The securties sndiny agan! manages i secuies lorda proam and
regefves sRourtes and Qﬁih % ﬁﬂlﬁ!ﬂz i ﬂ'imﬁmﬁfus%
of the fair vakua of o and & ’ g Thasa o2 50

the nuimgesof : Gos G land gtons s, ﬂwever 4aiting Mteyearmeé
June B0, 2008, ths Ratirarment Syitem snoaped i o e o #n

loar with 5 targat of ro moes e fan pascent {10%) of tofal fund asesis ancloan Al sny bme. Tha e
1 pabiidty wf thy lowned sscunties is genelly sef tetshad with e term to rivetirty of e nvestinent
of the ooFTaspIALing coatarel

iy tenal saciik!
d FltE ol i
e 1Y
i
<
K .
k3 A ko ! S
L i E
refh
ks
e A [
5 fs
vitise gt




SITY AND COUNTY OF SAN FRANCISCO

Notes to Baxle Financisl Statements (Continued)
Jdunk 30, 2818
(Dalars h Thousanie}

Thi nding an of Junwm 30, 2018, are summarized in the
Tolowing tabie:
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CITY AND COUNTY OF BAN FRANCIBECD

Notes to Hasic Financlal Btatements {Gontinued}
June 39, 2018
(Dolbars in Thousunds)
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CITYANG COUNTY O SAN FRARGIESG

Hotes to Basls Fli i fis di
Jsine 30, 2048
(Daiiers in Thousands;

{6) PROPERTY TAXES
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CITY AND GOUNTY OF SHN ERANGIaCO

Notea to BaglsFl

June 35 2018
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BITY KNDHCUURTY OF SAN ERARDISOO

Notes o Bisele Floancls] Biataments {Continuad)
s 30, 2018
(Dokars in Thalsenie)
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CITY AND COUNTY OFBAN ERAKCISCD
Notas in Basle Financls
whra 30, 2048
(Dsliars in Thousands)

Sgh Dispcises inlernatinnsf Alpor
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CITY AND COUNTY OF BAN FRANCISCO

Notes to Basic Financlx!
June 30, 2018
{Daltarain Thousands)

{iong-Term Obligatiens
Tha following is & summary of king-term obligations &f tha Gity s of June 30, 2016:
BOVERNMENTAL ACTIVITIES
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(a): Propeftytax tecorded in tha:Dabt Sarvice Fund.

(8] Leasw revenues fram partieipeting depstments i the-Genwral, Spacial Revenue and Enferprice
Funde,

(e} Silus dax revanuss racordad: in tha Transpottatisn Authority Special Revanue Fund.

{d) Revanuss reterdsd | the Sansral Fund.

(#): Hetal{axwea ard clhet revenies recorded Inthe Genarsl and Spacisl Revenla Funds.

Wy Ussrchargs reimbursaments from tha General Spacial Revanus and Entsrprise Funcs

Irtamzl Benvce Ei primariy the g d fuineds, A irigly, sty-term hatdites for the
Infemal Sarvice Funds ara includat! i the above amuints:
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CITY AND COUNTY OF 5AN FRANCISCO
Notea to-Besks: Finaneial Statements {Continved)

Juns 38, 2618
(Coliars in Theusands)
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for garvices racurdid in the racpectiva ertdiprise funds.

Pkt Ramekance

The Sity balisves & 16 1 verrpliancs with: all signficent limitations: and zeetietiing comained in the
Emitations and restrictians in the vatious bond inderturss.

Legsl Degtbmit ond Lagsl Dakt Mardn

As:0F June 30, 206, the Ghty's Bsbt limit {35 of vaiuation subject o tmxation) was $5.83 bifion. The
tetal sigsoint of debt mpplizable 16 the debt b wes $2.28 tlifon. The rasaling Tegal dskt margin was
$£3.60 billion.
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CETY AMED QOUNTY OF SAN FRANGISCD

ot to BRanls Filtansel Batuisnts (Continiisdy
Jupa 6, 2015
(Dol in TRousanda)
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Tha Gikty, Shwotsgh the Meyor's Offica of Housksg amd Sommunity Devlopment snil tha formier San

Francisco Rudevalo prrsnt Ageroy hes heued virious marignga ravenis ot and communty distrct
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EHTY AND SOURTY BF BAN FRANGEES
Noiss to Baeis Finsnelsl Stadaments {Continued)
ofima 3E, 2098
{Dfiars in Thousands)
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GITY ARG GOUNTY DF SAN FRANGISCO
Retes 3o Buxic Finenels] Stataments {GCominuad)
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CITY AND COUNTY DF 5AR FRANCISCD

Notes t2Beole Flasnealal Stataments (Santinged}
Jups A, 28
{Bindiare in Thousands)
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GETY 20 GOUNTY OF SAN FRANCISTO

Nobee o Haele Fingnoda) Stetunents {Dontinuset)
dhimg 30, 2878
{Dolisrs in Thourands)
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CHY AN COUNTY OF BR3 FRENCHECD
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{Diodeen in Thossmnds)
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CITY AND COUNTY OF 2AN FRANCISCO

Notes to Baslc Financial Stetemants (Continued)
Jiing 30, 2015
{Detlare in Thousands)

Eequipment Lasse Program - Inihe June 5, 1950 slsction, the vaters ofthe City approved Propeskion C,
which amended tha Clty Ghanarto sllow the Chy to: asr-purchass: kR 1o $20.0 milion of eqiiomant
threigh & roneprafit corporation uting tax-exsimpt obiigativns. Baginning July 1, 1801, {he Finance
Corporation was suthorized 10 lesue lenss revenus bonds up te S20.0 millien inageregsle pincipal
wiveun autstending plus §% annua) adjustment each July 1, As of June 30, 2018, the: wmeum
authofized and oufstarding was $87.7 million, and 855 milllon, raspeatively.

11} L lan resmunt

in June 2015, tha Transportation Actherity substtited Hs $200.0 millon commercisl paper notes
{Limited TEX Bords), Serles A and B with 9 $140.0 million tax-wxsrpt rovalving eradit egrsement
{Revelving Cradit Agraement). The commarcigl paper noise providad & seures f fnunpisy for the
TranspoHation Autiartys vitercappraved Fropestion K Expendiurs Fian, The Hevching Sredt
Agresment pxpiras on Juna 8, 2018 and haw o rale of intarest squal 1o the gim: of 705 of ffiomh

LIBOR glus 0:34%. The Riterest ore dus the firet busifess diy of esch monthand the
f | pmyrmant s requliad fo: e pakd it the:end of the fane 8, The

Eevoiving Cred e sagired by ken. gross, pladgs. of tie Transpanation AUSaNtSs

- The'T Autiiorty puid $20.0 siklan gt th rtending Holunce.of $134.7 million

asofduly 1; 2015, Annu; intar Birmiffics in F Y2085 18:ent

ravenuss wars 3885 million for the yesr endad June 30, 2016, As of Jung 30,2016 $1M4.7 =

the Revalving CraditA f:Eaf Bl irsg. Witk an Inlerast rate oT 062%.

Businass-Typs Actvities Long-Tarm LiabilTtes

The follewing provides e brist descriplion of ¥is curmant yeer additions 1ot argfory: HeBE o1 the
biisiness-tipe actiilios.

Han Fiisnniseis Hinenitiined Rirport
Swcond Serlex Resenue Bonds [Caphal Plan Bonds)
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Witksynd,
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Fran el Aliport Hikel Bpecist Facliy Rever o finance the i
1 o i AT ol el s selated AR Truin ¢ . The Sirport:elne deslansiss s

plannad hotel e » “specil Rellty under the 1861 Master tion, . which vl aliowr B hitel

peysnues T ks sapragstad Trom the Alreois ather revenuss and bsed to pay hotel opsrating sipansas
ond debt service on'the Hotal Sparis! Facilty Bonds. In order teabitein the Jowest sost of fhenging The
Airpart does not plan to soll o Hotel Spacial Faclity Bunde to investars, butwill purchasa them Tuslf
with 2 portion of the pracesds of the Gapitel Plan Bends, which wiil be snld ta Inveetors, Traistel nel
procesds of the bwo bond am d: 1o be Rpp Iy S0 million, WHGH ¥l e
applicd 1o the $225.0 rillion somshruction cosix of the hotel sl AT rain statlon, caphaled nferast
wnd other coxly of Bsuenea, In December 2018, the Cfy's Board of Superdxore eutherized 1he
issuance of such Hotel Spacial Facliy Bonds S Capitol Plar Bonds 107 the hotel and AlTrgH ehdion.
Alrport appeawol of fie bond sak i required bafors kiish bonds cat be insted,

CITY AND COUNTY OF SAN FRANCISCO
Mutes 1o Basto Fingnclsl
Juni 0, 7048
{ollsrs in Thousends)

Second Serfes Rivenus Refundlisy Bonds

Pursuent fo sale rasolutions approved between Tiseal ysars 2005 through J018, the Aipart has
authortzed the leugnee of Up 1o SE.4 bilfon of Sen Franclsoo Imematicnal AFpor Second Serle
Bovanue Refunding Bohds for the pury of refunding 1851 Bonds and
uistanding stibonfingte GF notes, funding debl seVice retarvas, sid fuiiny coits of lssuancs,
Ineluding any ralated bond redemption pramiiums, In Felrunry 2016, ta Apart eUed e Seron
Sarien Revnnus Relunding Bonds, Ssrine 20164 (Non-AMT/Grvemmenis Furposa), In the principst
e o 32321 mifion to refund $85.5 miflian of ita leuds: 32F, $165.3 milkon: of B3 Tssiis 3202 A
$83.1 milion of He Issue 34D long-term. thead rate bonds for deb! serdies sevinis. Ax of Juns 30, 2018,
et uf:plmd eptu nuthorizatians, §1.2billon of sweh refinding bards zemEnsd authotzed but
unissund.

Vatiakle Rate Demand Bonds

A8 of June 30, 3045, e AGpat had agifegate prntipel mmeiint of $4Y7.8 HitioR of
Eacand Series Varokle Rate R Bonds, eonsisting of fesue JRSBC and issus 376,
anid Series 20107 (oalnatively, the “Varishie Rate Bende'], ;
{iseue IBARRIC), May 1, 2025 {issue 37G), and May 1, 2030
ara . 14 burds thiet ¢y B erest 3
Bre o jEnder at par ot ths ophon ofithe £ thien
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othi Thi inlurast ratis:on the Varibie Band
motas, including » (arm rite or fied rales fo me ¥, ujzof
shed] of the: principal and purnhe e of #hd in
suclisd araie LOT ssisd to!ihe $ahior Trui
b ! by thia banks idanfifed In the takiks . Arnclmts diiwn
Ly b Aok b il

ey v diatis of i autetandiig Konde 1o e avent predd 4
sommiiment fees forthe L0 range Bttwsen BABY ad QA3 per annuza, A of Xins 30,
i 16 KRR OB oty ucter thise facdities,
In dupe 2075, the Sport cloeed o ngw ey Ld

i m e Bocnnd Herlts Vardile fiste
L WAL Sk Juik 29, ZDTR. In Juns R0T6, the Alpote
of Abvgrice, NA, suppiiting fhe Sevond Berles Varial

FOADA; The: LD sxpited Uine: 28, 200G, The LOK sseur
Toror Bkl e of Jine B 18, are as follaws,

Vaittabinirate botde
L icuiniokidd iy ey B 350
Pnihl Aveind § LU A R
Gapladiontuts  Juns 20 2048 Rpal2 20160 Apias, affe * i
Tl Firiddor Wnlls Faigs BT enay % WUFG Yo i Bk of Xamoring 1

{4} Wnlis Farge Bark Nadinmed Axsochdion
{21 Thie Bamk: of Tekyo-oublahi LR, Lid,
4 Porowih ion Bk, 1A,

1) Bk of Amefica, NEHona Assosiation
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CITF A0 COUNTY OB BAN PRANCISCE

Hetas ia Baals Fi fal :H
Jine: 30, 2018
{Delare In Thausands)

{rtersat Rate Swaps

Je and Tarma~ I 2004 the Airpar antered imie sevan forward stering [ntefestrats
sWaps (he 2004 swaps) With an sgaregate notiaral amautit of $405.8 wilfon, in connadiors With ths
whticlpatid wsuanes of Suestd Bt Mendble Rty R ) Honds, ) ARAE in
Fabrusty 05, shd Sacand Sares Variatls Rate Revenus Refinding Honds, lssus 33 In: Fabmary
2008, The swap strintas: Entand Ao thahrpoits dabr sarica salings whan
warngarad with Tiud rate refufiding Bonds &t the e of issusnce, The sxpirstion daie of the 2004
wwaps is May 1, 2098

inaduly 2007, the Alrpart entenid into folr $ddidensl foeward starting Intsreat raia swaps in sonagstion
witis thie wntialsuled Meushice of 6 Second Beries Vadudin Kete Ravenus Refunding Eonds; issus

FTHIG, In Mny 2308 fhs A00T wempal BNY Seoond Sarles Variatie Hete Revernue Refunging Bands,
EBaitas OTOA, In F 1y 2040 {the 2010 o Tha gl i s 4 mpfe_
035 bt HE: o 2008 the
Lot 39 bl ]
bitH
i3]
with g ol ats
FERR. 378
201 arl S Witk the Baries 2
B T gt ination Lriy
J: Wi bisBle CF,
A ez b the
i d e At
| 8 l ith i
i A8l Bondy
ae B
| RlRNE L
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CHOF ARD COUNTY §F BAN FRANDISOG

Kotsa to Ssita Fla dnusd]
Juns A0, FR1E
{Dofiare in Tholnands)

A5 of Bine 30, D016, e Aports durivatin 3 rafe swaps that the
Adpsiterterad ihis lo hedga the intaras] paysnesis on sevsialb setias of its Variabie rale Second Befies
fisvnnue Bonds. The Almport delormined the hedgng reatisriship batwdir: ie vasiaida site bosds and
the Telsiod Bdesest rife swabs i be affective as of duns 30 318

inkiat Notonst HrRanek Anolnt

!~ Gustes faads Amount EoRs 30, 2800 oy ofive Duts
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CEPY ARG ICOUNTY OF SAN FRANCISCO

Nites to Baek: Flasmchd Eartinued)
June 3y, 25
(Doflars:in Thousands}

A5 of Juns 30, 2075, the fair value of the Arports wix sstanding swaps, colmterperty oredl rtings,
andl fhead rale payable by the Alrport aog 46 Tollowe:

Couteiprty Fhied Bate
credit retings Papdde by FokrValue o

o o Cooepaylgorisrt  [RPMoodismih]  Mpon dpe
P LF Wtgan Chase Baok, WA, AT AR TEH § (RS
2 3680 AP Mg Chise Bank, .3, AN R AR08
3 me 1., Norgan Chase Bark, N.A. AafRadfAn. FRTE {584
a ZOIA{ITRIY MG Lynch Capiial Senices, INa7

Ml Lynch Darivatin Produrts A Ade/AaIINRE 3773 {27768}

5 ® TP AR s Bk, N A KRESAR EET0S 20,580
& ANDAT ekl St ok LIRS

R SR T BEBHATIAT il

haikZ3E,

= Reffaits reiings of d gudrsnitar.
+* The:lsus 378 Bandeahit e hadged by ths swag nEmersent wiars porchsed with proceads o the Brriel 2005
Hoted, wHhiln s At il $E s TR
Peddgtog the Serles 2010 Bnnds Trir ovoundlog punpans
W SR O X i R -

Eulr Vadow Hinrarchy
FMEVRIE esiaa sy
Hyaifiaot
Fair vahie Cbsarvable
02018 (aval 2
Irvieraut vabe Baps 3 (9538 4

The impact .of the interssl rele wweps on the fnanciel cttements for the fscal yesr endsd
Jdure 30, 201515 by faliows?

Onforred outfowson
i Iiintrummein
Balanos a5 of June 30, 2016 {ae reekiet) i A T
Change in far valus fo year end 14 ¥ 96,81
Balenoe as af Junz 30, 2016 3 XIS BG1A2

“Fhe fairvalus of the: interest rate swap portfuly s recprded s B liablity {aince the Amort worki awe 1
mmmm p;ym-nk toihe courderpiuty) [n the wialerrents ‘ol net peskion, Unlses = swap wae

B an off-markst swap ot the inceptian of ks hadging raletionship, the Tair value of the
N remruen a8 b defared outfiow zssel (o tanninslion  peymant wotlld be duai’to tha
ity {if & ¥i paymeht wolld be due to'the Arpor], The d-marke

pﬂ“\ﬂﬂﬁ altie Nrpodsmps are: racarded as danving socts With respact ta various retusdad honn

Issuss: Uniics far valus and dnfered infiowiastflew values, the balance of ramaining sftnarket

poﬂ\m: are valupd oh 4 present valud, of fixed yieid, to matirfy hmi:. The diftference hatwaen the
end Herkitiva ingtriments i table ghave 1he

sHmarkat portions of ths zwaps na ol June 30, 2018,

GITY AND COUNTY OF $AN FRANCISCO

Notes to Basle Flraneisl Statements {Continued)
June 30, 2018
{Coliars in Thousands]

Basfs Rist— The Arpor has cHosen » variable rafe Indix Hised dn o pEsieilies of London Intirbienk
Offsred Rats {LBORS plus 2 spreed, which nistorizally has clossly approxmaisd the varable rotey
payeble ot tha relateil tonds. However, the Al | i sk ga in e r

Ewtumars 1w 1I50R-based wwup rals Gnd the voribs Bond roes wolld osuss & mabsrisl mismeich
Listwnen s twn rates Chengss (st cause the peymenls receivad Sroft the counterparty 1o be
rguifK 1o make e dus o this. ated bond result i en increewe M the sydhistic
interest rate on tha bords, while chenges thet osuge the sountorpudy paymsnis fo exceed e
papmants dus onthe nlnuntld bands fesiik in 0 deorense Inthe Synthé8a ntirdst rate o the Bonds,
[Hiring the fecal year sndsd Jins 30, 2016, the Airport pad = Yoital of 260 il Iess in Inferest on s
vatishile rate bunds than the flaating-rate payments it recehvsd from the swap sounterparies, rasulling
inf wddmcraase in b eifaction synihiatic intefast rates on the assoclaied BOAZE,

Credit Risk— 2 ofJuns 30, 2005, 1hs At ik niot sxpossd to credit fak barsuxe the swaps bove a
riegative: fair value 1o the Alrbor. Should Iong-farminterset ates riss: and S far valus of the swars
beseinnmin poniies, l o Alrport wiaild be exprsed 1o aredit ARk in the, amroht of Bip swapy' falr vekie,
Undefthed e noiiterptis ano.ruauined tonost calisteral anmsising o sheciied U5,
rénsury s Agenny ssroitles s an amatnd equal te ke ket vikes Weap thal eineeds
wpacifing Hresholds Briken 16 tie countseparty's coodit falings, Any Ul soBifbesl Wi be BSld by e
vustodial bark.

& Hy Rk — The Aipor is fmm
vk, Wi thom }
4 It and e SpRRcELe mp hel Al wEERE W antamalicnlly
Rothen the Ao would hive this op wiap a5 fak valis,
vk iy rastll o payriend o the counfsnar LRI
Tl iy HitraEt RNt i The e o ablgutione
of B W gt Alrport sxpossd d dabt, n order
14k Alfport! h) 1 cradi & io.any
ohis col , He Airpoft's swap Trapes finstion
1o 3ny.q 4 ¢ #al
o7 sach sWep 'and 1§ Fagulnry dusi g Hits ity for
ant non SWaps Hossd upon this radit ralﬁig of e e

p i byw ! ty diifinin the term of 2 swap, the Alport 18 Tequired
4 with:the Airpor's swap adviscr snd hord couhsel ragardin K b0 take, If
any, to mil H iricrensed . it framed ofia.ewap. .
Ao June 30) 2044, tha falr valis 0F the Nrporl’s swaps was fivets ifrpart at
smaint payabia by the Adipert i esch i #he dventihe vel b s teririated).
Tarmination Risk — Aol thy intarest. mate swaps @ turmimble at they market value & sny time at
thitoption of thidAlrport Tig Rirp sk Wi respe! intarest rate swape.
Thit risk would ariga primardly from ceitain cre ted events or averils of-dafault on the part s ihe
AIpOL, s muniipal swap HsUTEe of the

The Airport has samired municipal awep Inaurance for alf its reguler ang sor
payneeds: dla underal s interest: rate swaps, axcaph the: swaps assaciatad wih the Sstiss: 20104
Bonds, from the Tollowing inyurers:

Inarer Brodlt Ratings:
Sdine 30, 2018
Swap inmirer [EAPMoady siFitah]

q FEIENetiontl Fublic Flaehes Gusrantes Gorporaties ARAASINR
2 jseus 35AR  FRIUNmtiane Publc Finence ARAITR
2 euun 3B0 Asgurad Guaramy Municipsl Corp. ABIAIINR
4 Baries 20104 None A

5 dsmie 37C Assured Guararty Munldipat Corp. AMAZINR
6 ‘Bariay 2010A° Nons NI
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CITY AND COUNTY OF SAN FRANCISGO

N 0 £ (

June 30, 2016
{Dollars in Thausands)

It thie Airport s raldd batwssn Baal/BREEEET and Baa/BPBIBEE- (MosdVs/SEPFHGH), 2rd e
applivable bond insurer bs ratad belww AJA- (Moady /82 F) the: eaunterpadtios may tenskaate: the
Swaps and requine the Aimporé 1o pay the termlnation valus, it any, nless the Alzport chooses 16 pravide
siitakite replacamant cradi -rhqm:!mlri. HERT ihe . Alrports Tnterest in the swaps 10 o sdtiable
colntarmar o gecure thi swap termination value, I the Aipert & rated
hblM Eaa/BEBJBRE- (Hmdfst&Pth) of s Fetlngs -are withdrwn  cr ‘suspendad, and ‘ihe
upplicable bond Ineursr s ratsd below 23/A- (Moody's/SAE), tha. colnterpa-ties: may fermiinals the
wwaps Bnd raquira the. Amnrttu Wy the mrmination value, ¥ any. With respest to the Being 20104
wwapswith no swap paity bt P Aispor rating
mre the kaumie a6 descricad uhwa.

AddHicnal Tamination Evants umm‘ml mnp dozimants with rllpmth the Alrpart intluts 2% insurst

puymant gufalt under thia et | palicy, and nslrer raling dowrngrades of
t g oF Wyen o
i grage.
d o]
AT [N fedure of the ooun
ndérthe W 10
5

he Group, e, whichs the gl dorof the Arpdit's swap coumtermatty Goldman: Bavhs

etk LS4, was uammw #0: BBE by BRP doring thid year endwed Juiie 30; 2015

Mo Lyreh Darivetive. Produets AL, whlehis the gugrartor. of the: Stpord's swap sounts
:“ynnh !g)eggsaﬂf;ew\caa. I, wes URgraded ty brer ot robire ST g At HUNG Tieye
une 1

| 5 :
i
| i T
i il
I o '
[ C} 5 ¥ h
Sah Frahcinge Waklswaier Enterprine
&, Hi1E B Erbndiscd i i piieven
Bovida) in: the: amount 'of 32406 m fit Iterest rites  renging |
om the bongds were used for piall orojects, to yc
papar fintas, to fingd [PLarnet, ANd pay the o suing
konds. ’T‘hl banda corriad ratings of *AA" and ‘An¥ from SEP and Mundy's, respoctivaly ant meture

threugh Ootaber 1, 2048; The:bonde hizve & irus Interest cost of 3.2%. As of Juns 3¢, 201 B, the Brinalpa]
ameum BMHHM}] of the 2018 Barlsx A bands wai 2408 millan. Alka In u-y:ma tha Vastawalsr

pHiag Jnind by o nendy 2016 Serlas B in thw smourt o1 $67.8 milion with interset
ratas ranging om 4.0% 40 5 0%. Procesds from *he bonds were used for Wastewator captial pinjects,
o pay off §20.6 milien o8 aunstanding commercial pepsr notes, o fund capitalized inisrest, end pay the
costs of ivsuing the bands. The bonde carried ratings of “A8" and “As3" #om 58P and Moody's,
respactively 8nd mature through Ocicber 1, 2B46. The bonds have a thie interest cost of 3224, As of
June 20,2018, the princlpal amouit ﬂutslnnding of the 206 Series B bonds vams $E7:.8 rrilkon.

CItY AND COUNTY OF 8AN FRANCISCD

Hotex o Banle Finenoial tinlsd)
Juns 38, 2016
{Doliars b Thoussnds)
Hetoh Hatehy Water and Power.

in: Ocisher 2813, Heloh Hetohy Pessr isssed $41 miling of teabis 2016 Now Sleas Renswabie
Eznergy Hopde (NCRER)L T8¢ HORED wats lwund lo fund cartain quslied clees, ssnewable snergy
salal gehatation faciies a2 the Madns Middls School ang the Ban Franclste Pole Aeademy. The

2085 NOREDS wars non-ralad and Harnk pf Am The RCRER beare
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CITY AND COUNTY OF SAN EHANGISCD

Notex to Besls Financlal Satements {Continued)
Junm E0A01E
(Diohars I Thaiissnds)

Benailtx

SEERE — The BFERE Plan provides servir refirement disshilty, and death banafits based on
sperifisd peroaniages of defined Ongl overage manthly Salary and pravides annual SoitoMiving
srjiistmenta (COLAY after ratifsroent. The SFERS Plan also provides peneion sontinuetion benafits to
qualfiad surdvore. The Retiremant Svsiem peys banelis lnmrdmg to tha category of amplaymenl and
the type of bangfi coverage providad by e City. This Jour misin o3l wf SFERS Pl

are

3 Misrellanepus Non-Salsty Mambers — atisff, operational, supervieaty, and oF other afigible
smployacs who: aré nok in special membarship categaties,

% Bherffs D end ) Safety — eheriffs ing office an and aRer
Jmnuary 7, 2012, and undarsherts, depifead personnsl of ihe Sherffs Dapafiment. and
mikcelisneaus sulety smployaas hired on snd shter Junuary 7, 2012,

4. Frefighter Mambers —frefightars and athar smployess Mnsa pdndpa! duties sre Infre prevea!lan
ARd BUPETBEEHIA WHHK BFwha GaE Py positing EawEs

#  Pobes Mambars — pelice officars and othel aimplioyees \\husc principal.dutles ore:in active law
enforcemant or who ooty postfons daiignated by lew as police mamber pesitions,

hip groiips andihe | B

B Salsly 1 Beeame mambers prior te July 4 2000 aeifyfor e
t:b Fllvey dloiat Iodit B0 yours il Bnd Hive: SLIRNAL 20/ sk o Lrediidl sirvigeHnt
wy o ot keanl 80 yedirs ol and heve of laast 10 yedrs of iedited service, The service rabiverent
et i wairg: e ® finel {hlghest Yest avarage:monthly
[Py e LTaY by the Figitdiars yeshe bF BrraRaE dorviir it the membi s Age fclor te

@ masimun of Y85 of the mambers fiKef semperiegtion.

R i whi bcunie mistohsts oo of after Julr 1, 2010 el prigr to
Januery 7, 3012 qualitetar o 3 Bkt I iy wee ok Temel 90 yoors obt and hayy at
lemat B8 veiars’ §f seadited s o £ heh sia ot At SI yidn Ol :
wrmited aurvice, The sefvice botafl i uting te m
{Hphest o ynss avataga 1y it by the mary ;ayan!safntedstad Endige
fimasthe members afe fadtor upio i of PR s final i

¥ S fuly 4 wihg: becars on orafter Jenuary 7, 2012

Qv T beneft 1 they sreet|sast S ymars old ofid hiive o1 lsast 20 yaars of sredied 5
of iy an 5t 50 yemrs olil and hava ot ekt 18 years.of orad sd ur«iua The seréice mtirement
HenafE & using fhe membars fnal comp [t average monthly
cam ipimd by tha msmbars yoars of creitad sendt m»ihe THembers 846 Rittor up
-3 #175% ofthe membar's Tnsl |

ShenTs Depsdment Mambers and Mscefansous Safary Manbers whi were hied on or after
Jenuery 7, 2012 qualify for & xervice miumnm benefi iftuy ate ot least 6D yam olé and have at
jenst 5 ysars of cradited sBrvice, firsmani banafi i fisal
sampansation {highsst thres-year average monthly compensation) muliplied bythﬂ membars yass
of cregiter] sarvige timss the membars age factor up o 8 maximum of 00% of the membar's sl
campaiviation

CITY AND'COUNTY OF SAN FRANCISCG

Notes {6 Basie Fifanclal Statemeits [Continued]
June 20, 2018
{Croliars in Thousandsy

Firsfighinr Mambars and Police: Members who baceme members before Novemter 2, 1376 qualify for
B senvice retirernent hensfit i thay are at'least 50 ysars ofd and have wilesst 5 years of cradited
panvice. The sendecp rotitement bansft s céloulatsd using the membars finat cofmpensation {manthly
walury sarnabie ot the rank or pestion the member held for st lsust one yeer jmmuediately pricr 1o
ratifing) mekiphed by the mambet's years of erodited service fimes the membes s age fadtor upto s
maxmum of 58% of the membar's final compensation.

Firsfighter Membars and Police Mamtiers whe becarie members o or aftef. Novembar 2, 1B76 and
prioFSE July 1, 2048:qualify Tor a sanvics retirsmant bansfit i they.are atloast 50.yeans old and heve st
leaut & yuers of credited servics. The servioe rabrement banefit Is celcufata using the mambers firal
comgendation {fiphest che-year averaga monthly compensation) multipllsd by e membier's years of
cradiled servics: fimes the membars age. fastar up 16 4 maxirum of 20% of the members final
compensaton.

Fi Mt LR ] whia: bacata msmibers.on oraﬂﬁrd;ﬂly 1, 2010 and: pricr fo
Jenuaty 7, 2042 qualfyifor a sBrice b old and have at
least & years ofic setvice. The: service:r bst's final

twi e wvarie s bivhiy siimipateatian midip yeart: af
wredded carvice’ imes the ‘mambars age factdr up to a maximim of biers finat

compensation.
Firafighter Membars and Palics fembats whe becaiie mambrs on ar 3

udy, 7, 2017 qidEy

farn sevwice retisamert hensfiLit Bing areal leaet 50 yearn e and hm 4 & yaoms of cretiiied
sePien, Thi service rafiiormant boneflt iy pensaie (highest
Hiremyusr dvesege monthily mjj#ipded ditet] wervic titnes
thies v or & Adke factor D A5 B raaxioalim of S0%: A1 ke el g

b here ate sigihle to:apply for & disatity refirervent bunstit, sagardlery of age, when they have
A0 E e yabia ol dred whpdRe ont thay slistain e iy ok i e from
- wyithieir diti cogtnikars of B ligla to apphy i an iR dustil Ly Bkl
Hrom HIE 1t day: oh the: b their disability Is caused by, an Hiess or & ey Tanive while
5 i detias,

A redired raceivs 3 bang arch July 1, whish s sie COLA. ‘The: majority
of o by i GPLwith Eapped Wi a5 Effatiive JUlyA, 2012,
the SFERS Flan provides for mertal. BOLA in years when thers are sifficinit "axcess’
vestmEnt 85 mmgs if the SFEREF a4 SFERS Pian is fully funded VAl of Askals
rasis, The L 16:8.5% ingluging e Basie COLA, Far i tirgd an oF
efler Janwary 7, 2012, { As waill notitie adjustments to. banefis

CAlPERS — GHPERE provides service réfirarment and digabilly, banefils, ennidl cost of ‘Wing
sdiustrrents and death bensfits to plan members, wha must be public smiileyees end benefislariae.
Bonohls are bavad on & Twel compensstion whish s s highesi Bvsrags pay rate and specl

ian during any ive ahe-year of three-yesr perlod. The cokt SEiving adjustmants for
the CRIPENS plans ars applisd a5 spachiad by the Public Employees’ Retirsment Law. The Galifornia
Puislis Ernpluyess’ Pahslon Raform Act (PEPRA), which topk affsct in Janiary 261 3, ‘changes the way
CalPERS reliremant and heaith bonsfis are applied, and places compansation’ imits on mambars. As
such, mambers who sétablished CalPERE membership o of Efter JanUary 1 2013 are: Known &
*PEPRA" mambers,
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CHY ARD COUNTY GF YA FRANCISEG
Ristas to Husle Fiysnglal Sieisments IContinved}
sunie 30, 2018
{Daliare ih Thousands)

The GEIFERE provisions snd henelits n sifact atdune 30, 2018, ane summetzed us laliows

%ﬂm-llmuﬂm R ARty Py
2] G OF Wil Prvrio L0 - witer

OF:
Hira ety AEnusny 3, XD larpiery T SR BT L L L S SSPRRE 1Y P
Bznziit formuin ST B 2% %A 5T,
o HIIN R
Berpfloveating sehmduls Spears ol aervics % wasrs of sotvics LT
Bt payrenis Wonthty for ids Moy for $s Mty Fise Rfa
Réijuirsd sgloyas contibusion sise Bodu, THRL IR GGRE 128
Reijuirad srmglotar coniiion it L et pevsld
TraRnOrEd D AERGHTY Buanerear Rganoy
Hirallwasis Ban Hizostmnesus Bt
B Cor e eRer ot T e afer
Hirs dete w8, S Jeumnd, G090 Jewmy S i ] Y00
e vk B B gy T f 1
achadids Honrm A anAee B ot iibheviey S waivie
Barafd s oy fox i Sorabi fore
vatak kg Bash pd:
e T e BHI% B34 P
* Faridw Ol Bavalentoss. Plat: Mhere.oro nc cumant. o Ja
Lt Py i i s,

Ardungag, 2016, tHe CHIPERS! City: Safty: Plin Had 4 2658] o8 2391 mambark wha' bists
thesa panatits, whizh ineld iyees o L ¥ Y
Higstive drhdloyeas ahtifvd o butnot yit rézaiving banafs, and 31508 st einlykies.

dontibitions

Farthe yeure endad June 35 2015 snd 2013; the THYS sotiedel deisinlngd costibitie
faBoua:

218 whea:

FRT Sl R R
3 3
ki iy
Flapgad il it
et A FioW GG s ek RaHe i RPN R

S in Fiaoed Yapr, oy s S 08K gty (his SR By
A i risby o oo 30, 5 Ageat Maabipis-Empiayer CHPERS riperl
SRERS — Contributions ars mads io the basle BFERS Plan by beth the CHy ang: e perdsipsting
smployeise Enployes candrib £ ¥ ds eguined by'the Dherer Empinves tnirbutinn
rides for el year 2008 warlnd from 7.5% to 13.0% at & percentage of gras cuwstad salary, For fissal
ysar andad Jine 30, 2018, 1 ] Brolbsa gh rollsciien Sxroaining for srployaes
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dume 30, 2018
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deferred cutflowsfintions refatad (5 pension tems ab Tofows!
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Fictea i Bax

Ja 86, 31E
{Dveltars i Thousands)

Aclnattal Axsumpifons
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CITY AND COUNTY DF SAN FRANCISCO

Netss to Baslc Fhuanclal Statnmanty {Continuad]
June 3%, 2018
{Duliirs in Thousands)

Tha Inhg-tnrm axpantad rats of rpmm on. pansion plan investments was 7.50%. 1 was set by the

oard afte? ofpath ot Futiies ratiirns and hitorcel tetums superiencsd

hy tha hy m Retimment System. Expeatstd fture rstums Wete determined by using & bulldig-blatic

manges of axp future: real Tetus of retumowera (evelopsd for each

majur nsbal clan Thaks rangas were combied 16 producs B long-tems sxpauted rele of return by

weighting fhe expected futurs real rates of return by the targel asset sffocelioh pereantigs #nd by
edding expectsd indation,

“Targat afiocation and kel inng-i cted real rates of retins {nel 6l pénsion
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Long-Srirt
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CHIPERS - The disprunttals usad to messurs sach of ths ColERS Wisnallenenus Mons:and e
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loni b o gsthe ¢ pension h flows. Sich

W P that will: ks Al regl
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lorigetarin {1180 years)using s bulding-block app Uiy the sxpected fominalmmumea 167 both

shoriterm and Immrm, menresantvmu u!hnnama was cacilatad. Tha sxpected rate afsstom was
wet by eabulting the single aquivalent expacied retum that amived af the sama pressit Vs of
benafis for cash Niows &% tha ane celculated bking kot ghart-tern and kang-iarm miums, The sxpeciad
1ate ot rebut Was then set aguiveiani to the single aguivalant rats above and roundns down
¥ tha nearast ohe qlier of one percent,
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Nates to Basle Flfjanmi Ftatements {Gontinued)
a0, 20
{Ballers in Thousandi}

The 1abie Setaw raflecie Jong-ferrm expectad real sate of rehure by asest clas, The rite of retum was
ceiculated usinp the copiai markel assumplions applied 1o defermine the discount rats ans atset
allagutich,

Targst Heei Reliim el Ronsm
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CITYANE COUNTY DF BAN FRARCISGO

Motes o Baxlo Finanoks}
durs 36, 2018
{Dotlacein Thousends]

Dipferred Compatisntion Flot

The Gity affers 15 2mpl tinn phanin with Intermal Rovertie Code
{0 Bection 457, Tra plan, mi-ﬁk o &l smp|oyaes permits them o defsr & potion u!l?ﬂlir Slary
Uit fiRars yosrs, Tha defersi 1% rigt avaliable o employsat grothel gl

tamilnation; retiremen, death, o unforesesabls STETGEnay.

T Gity has nd agmirisicaiiie svaiamerd snd gose nol perommy Ihe myvssling Tunclion, Tha City hes
i Rdunlury sezountabty far the plan and, acmdiﬂay. the: plan sassts and raiatsd Eabilltias o pan
i s ot tha

Heslth Barvlee System
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The RHCTF. & 2smin|sierad by the Ciy znd = pressmiad oe: =i ofher pesbemployment hansfi bust
fund. it ' geverned by & Relie Hasth Ssre Basrd of AZminietetion sansisting of fve trustess: one
salectad by the SRy Sontrafler, one by tha Sify Treasurer, ons by the Extecutiva Diractat of the Ban
¥Francisce Employnes’ Ristivemant System, and b slacisd by the aitive ind satired msivBisrs of te
Giy's Health Servise ystem, The RHCTF lssues o pUbkoly avelable finarclal report censlstiag, of
firancial statements ard reguinsd suppleriantary irfunmatan far the RHCTF in aggregate, The feport
may be obtainsd from City Hal, Room 318, 1 Dif. Carfion B, Goodin Plsce, Sen Francice CH 84102

o The il erts i plan hers: and the Clty are based ona povaes
yoirgn hegis, Feor ik year ended e a0, 2918, the City paid $958.4 milion for posiampiaymant
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Hotes bo Bavla Flosschs] Sistements {antinued}
e 30, HHE
{Peflsn b Thstissnds)

heakhicars henefils on behalf ol ks félirees and conirfwted 5105 mifon 6 the Ralites Healh Cate
Trust Fundi

Syl OPER Cost and Net QPED Dbligeiion ~ The City's snnust other:postemployment: henefis
{CGPEB) sxpanke Is calnufated vaseid on the anaual required oontributien (ARC), an amzunt aatuarialy

o iy with the s of GABE Stalemant Mo, 45, Tha ARG reprssenls » lovel
of funding taat, i peid o an engoing beeis, ik projected o ooiven Bis normal sost of #ech yens and any
urfundad actuasial fsbilities {orfunding excess) amortized over thiy vears. Ths ARG was detarminsd
basad on the July 1, 2014 astisdal velustion,

Thanst OFES ehligations are reftectad In ths stetaments ofnat positie ol tha gevemmantsl astiviies,
businesedype sctivtian, and diiciary furda, The feliswing febla shows e tomponenta of the CIYs
snus OPER soblfor t4 year, tha et sorbbited to 1he Sian, ahd chesioe it the Cy's het ORER
siligaion:

Anhug requiied Saniiution

Interset or; NebOFES dhilgetion

Adusiinantio sithiid regiSted coffbiish

Anneast OPER citet
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Fldticlary funds
Hst'OPER ShByaBhn - oftd of yedr
Eligide fiduatery funds ity g and tharaby aByiia for.ae hRakh
honafis, These obligeliont wre rspcdnn an other Bzbiftiesin the Cliye oy fungs Rhenchl
stateinse,
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Funded Status and Funding Prograss —The unfanded astuarial oocrust Gabliky s balng amoetizad as
2 leve! parterdags of sxpectod payrolh over an apan thitby-year pennd, Bsof Jlly 1, 2034, the: okl
recent aciuins] Valiaticn dste, the: Rindad siatis of e Retires Hastly Sare Henelis wan 1,71%, The
Botuadal aosrad labiiity Tor boneffts was $4.26 bilian, and the actuadal velue of pseels was 5480
rilBlahy, rasilting I Gn unfunded Sctustial eceried Rebity (UAALY of $4.21 Billan. As of July 1, 2044,
the agfimstad covered payeall (annus! payrall of attive armployess caversd By the plan) was §3.67
bilion and the raslo of the UAAL toihie eiversd payToliwas 160.8%.
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CITY AND COUNTY OF SAN'FRANCISCO

Notes fo Baxls Financial Statements (Continued)
Jur 50, 2018
{Uoliers in Thousands)

Achipial Melhods and Assumptions - Acluarial of anongoing plen nvolva aslimates of the
waiin of reparted dmalts #nd ﬁlummwt abisut the prabability Maacurmnnt of sverta fer im0 the
fufire, Bvamples:include assumptions about: future smployment, mortality, eng: the healihcars cost
trand. Amounits determinad regarding the Tundad status of the plan and the annual reqiited seniriatien
of the amployer ars subjeat 1o tontinuel revision as actuel racufls ara compared with past expectations

#hd he futiite. The At funding progrevi, prasentad ai reglited
supplemeniarny information fellowing the notes to the fnancial ststermants, prezents mijk-yasr tend
Informatian ahoint whather the. atuaral value o plan pRsels is incrassing of danrensing over Ime
refitive o the detiiaripl aoorusd Tabiites 1or benelfins.

Projactions of banefis far financial reparting purposes ars based on the suksiantive plan (the slan s
undarstocd by the emploverand plan mambars) and okide the types of benafis providad ot 5ié fime
of auch vilustion and Hn histsrissl Pm-m of ghating of baneft costs batwean te erployer ont pan
mambers £ {hat polnt. The: acivarisl methods and assumplions ussd include {echniuss thet are
dosigned to raduce shorkiam volgllity In aciuarial scorued Fobilltles ant The dcluaralvalie oFassels,
oans/sient with ths iong-term parspestive of e cafnulgtions.

In‘the atiuarial valiiation as of July 1, 2014, the anlry age namnal cost method was uked.
methed; the acluarel presentvalue of the prajactad banefits of earh Ithided inthe vatsfion
is affosated s s fevel pariant of xpectad salery 167 sach year of betwaen sritry age aga
at'hire}.and assumed st [maimum relirement age|. Unfifided abditiel are amoriized

prraeniage o WO" aver & roling 3kyenr pordod. The: aolusrial assumplions ok
 Si25% Ilation rate; 873 payio diowth; ahd s
from 2074 through 2077 and grating down to en ultimats Yend iete

£50%.

The Ben F feen Ratires Haalth Gare. Trust Fund. (RHCTF) was hed In
tha Hetires Haallh Trust Funt Board of the Sy, Tha RHETF was s PRGAIVE 1Y
p bytha ter for the purpase of p p oRrtdin pok
Beafti banafts. Frap I‘QQ‘JV!S ol an.or eftera V , 2006 % g
B b 19 15 ay. Betisgeh Janiary 1 nif the estish
the RHCTF comtrbuliene wers sef esids end 4 d o the R CTF when I was
Prop ISt sl empi hiresd o etinetore January B, 2004:te contribuls
pay o'fhe RHOTFE July 1, 2018, arntaly by O.26% fbia makimim
phy. The an R 16 toY nd!omnmuutn an equsl amounL The RHCTF is currently investe
torm

Tha Gharter d by votars.as Propasition A un N her £, 2012
from ithe! REETE U funds are’ set-aside 1o pay Tor sk fubire Teliras
4 [43 ) study. Lidites 18 piicy i
o ot i reticeshoalln tate costs e above 103 uf
wil ilinitar 1o ni thian 1% 51 fha REHETF halefine, prasition A ks sl
furying Ji and only upior e pesor oy of the Corlroller B an sdumal
aviunry and i approvad by the RHCTE Buard, twothleds of ths Board o Supsrdsare, and the Sayer
San Francisce Gounty Traap ity
Tha Tr Khority lixs & sopatate singh player defined benaft OFER plan and did

nit Wavs & nst OPEH cbigation sx of Juns 30, 2016, Tha Transpodation Authorfy's oot fecant
avhrarial valuation was performed a5 of-June 30, 2015, covering the year snded done 30, 20HE The
Trafspontetion Authority's CPEB plan is for retifes heolthoars bansfits and was 57.8% fundéd aaxd the
urifihded aelliarial scnzed habdily wes $0.0 mifion. S Shiue 80, 2015, the sxtimated coveltsd payrall
wag $1.8 miffion and the i of the UAAL wae 22 2%, Distals of ha Transporiation Authority's SFER
plon mey bu feund In s financkil stetements Tor the yeor ended Juns 30, 2016, Finandsl shitements
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CITY AND COUNTY OF SAN FRANGISCO

Notas to Rasic Financial Stataments (Continued)
Juna 30, 2018
{Dellars in Thousunds)

for:the Transporaiian Alhorty can be ablaingd Yomthainnanos and admBiiatve offces ol 1455
Market Etreot, 220 Floor, Bin Framisoe, TA B4103 or tha Transportstion Authority's webeits.

Forihe yeor ended June 30, 2006, Tie Transperation ARhumys annusl GPEB spense oS0 T was
greatar then the ARC. Thiaewear frend informatian is as Tollows;

Fistal Year HKrwwal Annust OFER. Nt GPER
Erclad LHER Comt Lot Contifiwited Difgiton
[ahAng] § 1324 e - § -
BRADENS 138.4 0% -
BALEME 207 1% {58y
Surcusior Agehey
Effectiva Fabruary 1, 201, ppsn the spraratiin of b is nmm the fepmis AliEngy, thes Buttesssr
Agancy essumed the former Agenoy's p wlihcars D§I The Agency
singie-employer defined: be cf ding oﬁx : b5 {OPEB} 1o
B wikio retire diracily from fha Torme itid} ]
fne agency under the 4 t (PEMHLA)
are plan, which i administared by CalPERS: The mm retire
1 berefi s 1o PEMHCA. Pramiy in ey genny
conttibutions are paid by tha ratress. Benefits i wre dishad and i mag ke smanded hyﬂ-se
Aganng.
The Suscesser Agency partic Iy the Calf 6 §CERET) Fund,
GERBT i adri y CRIPERG and is wn agant mubipls-spliysr spias of GRIPERS'

fhancial reporl may be obislfied fom CalPERS websils st'www.calpers.ca.nov of om CBIPERS et
A0D R Bkt Calfornila BEE¥1,

Lunding Policy — The e of tha plan
petaniishad by any maybe ariended hyma BUnoessor Agenoy. Th 5 ancy intends beirend
plan bensfie thirough ths CERBT by contribiting et feait 1 D0% of thie ankisiFaqeireld contribiutiin,

The anmial ragilied contibution [ARG) 6 an smount sctusdslly determiies in soenianns with the
parameters of GASH Statemont No. 45, Diring the year endisd June 30, 2 the Buctessor Agency
contrbutsd 1.2 'million to.this plan.

Annus] Giber Fostemplovment Bapafi. Cost and. Net. Cbligation. — The Sucessror Agency's snnual
QFER086] 15 BaloU basad o te ARC oF MEF aileve|of
flsicling that, pain on Bn o 5 P B HE GOAY . ang
uriuniles neturrinlitbifies (ir Rindlng sicass ) over » priind nifte excen o, Annal CERE
8 PAOLT eUals the Bl AR, Aflstad i bt BiE ARG

witurlly cottributed,
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CITY AND COUNTY OF BAN FRANGIECD
Kedad tn Bagio E| "

ura B0, 205
(Dwlfare i Thousands)

The fllowing (sl xhows e companents of the Successer Agancy's annwal GHER costior the year
rded June 3% 200 & i the chagasin the nel HREE stiigatian:

B requited eotribaE on ] 819
friterast ooy Mt GPER oliliation 38
Rdstonaind s Wieiof rugll e conirlbution IS
Al OPES cost o
Couidiiion mato AL
Diseremse by i GPER iddigation s
Net OPEE ubligadan « baginning of year B
Nt GPEB otligation - end of ysér L A3
Thrse-ysartrand infarsmtinn ivas falimas
Farcanags ol
Fisozal Yaar Ani) Anmut OFER Hat OPER
Endad DPEB Cosl Sosk Gonthtied Dbligation
[teteteins i3 § 2 130% & BET
ERMAE =n 1k B3
BHEUENE e 15t% 430

Funded: Sigtus: and By — The JUnded GtEtUE of the plas of the Sunesssor Agancy as &f
July 1, 2015, the plan's mest mcent asiuatiz) vejustion date, wou as folows:

Pictarind aconded el (A4 5 inmE

Actusiaivalae of slen pose 233

Unfunded sotoarisl sncruad labity (LAAL)

Flinded vals {athumial valie of plan aessislAAl) ZEER

Coversd payrdlf {sctve plan mambers) 3 476%

GABL me 5 perceniaga of coveted pavrall 191.8%
Betanal Mathods snd Assumptions ~ Projentionn:of heneffts forinanciel fepertihg puIpoies a'v bassd
oh the subsiantive pln {the pin s ur d by e I and pln members) and nludn the

tynes of berasfits provided at thetims of ssch valuation and the Hstoricsl patters sTsharlng of banedts
oty ketwner the amployer and plah mambars to Hat point.

Acuzrial valuetinns of 4n ongeing plan invalve satinetes of the vallie of repored Bmsunte Brd
aRsumptinna abaut the probsbifty of cocurrence of events der Into the fulure. Exampias:incude

hnt fitire aeph martaity, and tha hesithosm cont end, Amaunts Jatamined
ragarding the funded shatus ot plan mnd the snnusl required qontribastions of the smplover are
aUib|Bet 1 santRusl revision as nelusl tesulis are sampersd Wity paet axpaciations end new estimatas
are rde shioui the futlite,

The &R farthe year snded: June: 30, 2016 and the fumding status ot the: phan was determinad basad
afithe diily % 2075 ectinsiel vaduation uslng e entry age neral mctuarel cost methol. Axtuadat

melua {a)h ket ang discount rate of 7.0%; (i} medical cosis rand indreasss
of 4% (&) nflotion rate of TS (U] paproll growth of 2.76%; el (£} 2044 CRIPERD murtabty for
rriigced The or Agenuys intial and residunl AKAL ix being smotiZed 85 o
IavEl dnlisr smoont ovar chised 30 years and cpon 27 yaare, respactively.
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et to Bask ptindy
a0, 2008
{frofiais I Thesmanga!
40} Fusen Baiee
(%) Covemmenta Fond Balsacs
; P o g Ve e 6 MRG0, BN E,
ns Solleianl
Hmaior Tatal
Goverienisl  Gowesmmesial
enaral Fond Fufide Faude
Homepesiiie.
Sprmat Coeely Prepalds, and Qeposlie 000G S et 3 & britsd
Fogtictad
Relny i A HERZEE
Pails Priseie N
Puion, 18,107 B
et e 3 {28
b Pz = B35 15,257
ool Vieas, Tanapodstion & COMMBE i kS 20E7 T
heflase & Hicghiorh RN i) X4
Afimesiabie Heuth “ il o
Hens b 38 BH3 =
U & » i 128,354
Eenasl & Fienge, ] A%
Capital Frigects, 283457 ey
Bad Saide 120,551 128,50t
Feind 1230 AR 2IEA00
Grmmittet
Bimiget 178438 TEBAE
woxd Pt ki, BTH Lxd
LT I
Arwigned
Peitfe Prybaction
Paics, 851 57 L]
B i b 0 4 5,343 i [5:3
Csser Pubsde Frutactio. s ieric o 1530 - 1680
Tk Whks, Trereoodslion & feAatd 324 8556
e fe Ekrg 5860 S
Aedabl Hhoviirg et - 2400
et B4543 - Lk
i & b .as IrEe
Bener ¥ 4528 11508 BRI
Gt oly A - BEEE
Capisl Prsests. SRR . 1R
e Al - 4548
Vaura Budget s - AR
Fobt] BRI ol drmscars ki s it e 74 B87 XEDR BE B
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CITY AND COUNTY UF SAN FRANCISCO
Nates 1o Bnske Financlal Statemaris {Lostisued)
dihs: 3¢, 2018
{Paliars in Thousands)

{b): @enaral Fumi witl Other
Rany DAy Rasane

“Frie Cily msintzing 5" Rainy Day" oreceneyic stabikzation sesufva undes Gharier Sastion 51135 with
separte aecounts for the banafit of the City {the "Clty Rasarve®} and the San Fransisco inified Schood
Distit fths “Bohook Beetva'), ih.any. year wiien the City projeots that tofal Geneeal Fund revenuss far
the Lincesning budgst ysar are going &6 ke mors tharn 5 peresnt higher titm the Gusezsl Fuad revenuss
for the cuTant year, the Cily autometicaly geposite che-half of tha ~eicass revenuss” In the Rainy Doy
Rpserve. Eeventy-five percand of the depesit i filsced I the Clty Reserve and twentifve percent is
placad in tha Sthool Reserve. The lotal amount of money in the:Rainy Dey Reserve may nat excaed
tex paccent of the CRY's sotualfotos Generst Fund revenues. The ity tauy spasd money from tha Gy
Resarve for any lawiit govemmsntal puposs; but enly in years when the City projacts that tatef General
Fuind revenusas for the upeoming year Wil be lese than.the surrent yoor's total Gensral Fund revenues,

L. yware when the City expects 1542k In Jess monsy than R hed:takenin ot thecurzent yesr. ih thoee
yoars, iha Chy.may spand up o, hatfthe meney ia the Sity Reketve, bt no more then'ss necessary to

brifig the Céfg‘s Mai eviilable Senafel Fund @to tha I8yl af tha oument yoat, T
B tahailtha oy i th svhien it expects te collact ass mnney
par stisdat tha dae revioue fisoz yaar grd 1o layoffta rHiTEAT 0] o
The Schoot DHtriel's Boaid ten ovirtide those lirits snd withdraw any amouatin the Schol
bwtwa-ﬁ»kds . The Gity does routinaly spand money: Fom the (Raky Day Reserve

g it i i B irénds: and ts mostrécent ypdite to'tha Fije-Yasr
FananciaEPlen covering fiscl years 18 through 2015:20.
Bitdget Stebilization Rasarve
Tire Gy sels CLED ionkl raserve 78 parcent of (1) real estate lrx ns&rtaxas in exce: ofz '
avarege <of ouer tha previcus fve yaasms, [3yp o e sel ]
and {3) srd Benersl FUiid bakakices, The Cily wit ba shivio 3
i whith roy dacinng argrow by fss Than two perosht, after uging t £
Homtha Bal oy e T ecﬂy' o mmmimar by Beapd o
hirds vota, iy suspend Hége i) & riatitaldisasier that tes calied this
Bgyar o the 1 daoir 8!1 &mamﬂnc}f. wE far any T prrgose. The Sity doss ot expaect i
ruiaty spen o oy i racnit Ganerel Fand
TAVERIRS trenide i ity nrast reint upuumeeam Five-dsal Erancial Flan cavaring Hecal yoars 2418,

Hi g h 281890,

e Parks fitlire Suvings Reserve

The. Lty 2 Recrpatinn ang Parks £ Savings Heselve gndar Che
15107, vl els acidy orit ok Witk any iy I
thia raigeive g Akl sy ARG Endpent at Al e it 4F e kil yi
cartisd feiward 18 the nedt #iTal ear and, sublestta tha ¥ of
ghali ke o o ) Tor cagiitef divg Gty

eIt vhrelnticyy iedt dhi offisr oS of tite Park snd R Tieg

(¢) Essumbrancss

A1 Juns 30, 201K, enuMBances racotded in tha Gshetal Find and rnosmajsr govemmentsi fands
warp $191.0 milfon and £269.2 rilian, reszipctivaly,

£) Russtilesed Nes Poshicn

AL Jure 35, 2016, the government-wile stetemont of rat posllian reported restictes et pristlion of
305 reilian in governmental activities and $E38.5 milinn v businessdype setivities, ofwhich $15.7
milion and $57 5 mln are tastrictad ey arabling lgielstion: In govemmantal sofivities: and:business.
o activides, respectively.
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CITY AND COUNTY OF SAN FRAHGlSW

Notes 10 fasic K] Bt 3
June 28, 2018
{Delksre n Thousands)

The City issuad gensral abligation bands and cartifiostas of pertizipitian for the purposs. of rebuliding
and Improving Laguna Honde Hosphal Genaral shiigation bands wers aisc issued for dhe purpose: of
arid Farke and faciiiies on Pert property shd for the ratreft and
IFprevemant Work to enure ® rqﬂahh water supply imanaged by the Welkr. Ettatprize) in an
emargancy or dikasier and for ceraln street Improvamints mansged by the SFMTA, Thess sapial
assals are raporied inthe Ciy's business-type activitios. Howsver, the gabi $8rite wil be pald with
govemmental revenuas and as such thess ganarsl oblipation lmnde and poriificates of i
upested with unrestricted net posffion: In the ify's g I activitivg, with masm
guigancy, the Gy £406.8 miflion of unt ok pasition o go aclivities, of
‘which $290.1 milion reduiced mt investmant n capital assets and $916.7 mitiion zeduced net positian
rustrictett far capisl projscts to reflact the totel coliimn of the prmdry govimment as ' whols
perspective,

(8] Defiel Fund Balangs and: Kt Posttlan

The: Enviisiiman fan Fund, Huiman Wellars Fund, 2nd /Sshior CRIZEHE Prégrim Finid: hiad
Befiits of $0.1 n\‘II\orl $2.0 mifion, and $2.3 miflion, rﬁipadl\'ely. as of June 30, 2018; The daficis
ratate i [t warlous prog ExpEEted t0 e Soldcled beyond 60 dave of
i &id: of 2018

Tha Mescone Comvention: Canter Fund had:a 51014 millon dafiol ex ofuse: 3R, 2076, The defict i
primarty mfted 1o the IssuBNte of commercial paper far carstruetion snd wii be coimmd by refinancing
coimmerciel papar os long temn dept.

The Central Shops and. Ts and unds hed deficites in
dqinl net postion of $10.8. Million.and $5:9 millinn, resp ny:dueito fhe
otet postatr banafits fability acensd p fighility.
At foted dofemsd inflows per SASE

M b eeducsd in fubiee years theoiigh ank Talg: I
expenie, The fdteg ang feviewed: and updoted arrially.

Prior fo Fubruary 1, 2012, the Californiy: et svel 3 LR
weiranE U § agen tsfimd retfelvelisp it
arss ataptad, the farmer Spancy. could only recaivs tay ahow:
ancen Rbniial besis Bl it oo et it i Het
it o the ¢ fisenchiy, the fcﬂ"arr‘wvn 1 ra, e
Tarsrisr Aged [atorlealty arr ' 0. AT, which to:bio neducsn ae kit t
e dan d lo refuice it

Tathe Aganey i F&hm!‘y 1, 2042 Ab Jine it
araa 2.0 millon which il b S it

ot ponant Figpanty T Trist Fund i e Cley's Contriflor,

1%



CITY AND COUNTY. OF SAN FRANCISCO

Notes to Buxic Finencisl Stateimsnts {Continusd)
Jure 30, 2016
{Dollars it Tholsands)

A UnAVAILABLE RESOUNCES IN GOVERNMENTAL FuNos

The deferred inflows: of bilénce g ) fiine ae of Jurie 30 2016 cons it of the
filigwity Unavalatie resources:

ST A B S s
ey TE
Farderftan o
S

s bl G AT AT

AL L v e e e s A

Tet . SER— FRADEP o & iman ol
Suitenia Sunate Bt B0 (SRI0%, was ed fn 1872 and added 1o e State Constitutlen In 1978,
Whtii thie o Logis anewpmmemmmgmrmmmww e
jervcien ond s 1 dlistriens, it e Kifwte 1o ral ang didinist ity
ihis tet of thane naw [ B |avels of ssrvice Thu hnlmm in difemad tillevs of
i fhie il T i b st o o Statel Ntk e sUBUREL b il dar

s co§ts,

Apcdegesed inNute §; onderthe Twnr Flanthe City is ol oosted secunsd propaiy fax. reviisgswiiich
Tiis been blifed butinot eollsdtid, whith Has withii the svailabit
Inedudid.in diafarme infows of i the "

{141 SN FRANCIIG COUNTY THRAMSSSRIATRIN AUTHIMTY

This artionn: Authority was siadtad i TR B vote: of i Franti
o B, wibich tngased & saiRs bk of one-half O one, pareani {0
¥ 4 o i prtution projrets; The: ties 0l prolé
tite v o dat 1ot ify thi Sn'F A et ch
s as partof Proposition B, Tha T
] Gentiang 1 i o thel P'uhivumiasw o, ol i
Tax ‘Hagan an [ 4, 1980, The T Athisnity gdivinistar e followi
dos Tk G 400, the Gan Fian il P i
L% ol woig, e City RHE .00 ciliywide dnsdiall
O R Ga \asm ond n replacs the b B Py with o 3hmar Expanditie
. Ths e inchides invastimants [ni fof orieal 1y TrRRRE 33 Bithels
ond TratMo samy [inckiding sbest resUffazing, :and hinysle end:prdestrian fprovemants)

3| Peravansit servioes. for asniors and disabled  pacplel end 4| Tmntpnr&u(lcn System
/8 gt Indathaas d ands o I d parking

SRR i shd tavel damend aitoris ) Major sapital projacts 1o
be: ‘B.md:! by the Propestiion & Expanditurs Flen include: 53 developmaent af the Bus Rnpi(f THAREH A
Muni Muiro Meteiatk; B] cansliuctions of the Murii Central Sibway [Thicd Steest Light Rol! Projset=F hase
23 C)earatucton ot he Gaftral; Dowmtown Exionsion 1 a rekullt Transbay Tarminal, end 0 South
Anproanh te the Golden Gate Bridgs. Doyle Drive Replacement Project {re-tnvislored as the Pres dio
Pazioway). Fursuant to e provisions of Divisiun 125 40 b Galilords Pulille Wiltles Code, te
Tranapartation Autharty Board may atopt an updsted Expendiurs Plan sy time:efer 20 years fom
thie sitective dats of adoplion of the Propasition ¥ Extiengitife Plan bt no later than the it ganerzl
aduetion i wirichthe Fropostion K Experdiflire Plan:isir effect The Sales Taxwould aamnvn ] lnng
Ap o revi of pindiGed plan B effect, Under Proposition K ! the
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CITY AND COUNTY OF SAK FRANCIACH
Notam te: Basie Fl: inaesd}
Juris 30, 2548

T iivelians i Thoemnds:

oS S Use of the Sabes Tex and may speied o by B286.2 milion per yaar and way issus up s
51.86 Hlian I bands saoured by tha Sales Tex,

Aganay B [3 [ % Bty

mmmamwmmmsmr 1y B ] '“Aj!ﬂtmcky

Resporodidbliee raeUBhg Trom B i ke

Frogram, which provides widanca of the itagiation of knd ues, Fgioaton mtsmnmsg =nd 8

QuEEy gnas B longeang 'y tien sah o guiua e cng's fitirs
ineent decds e SR 5 lht Gﬂ?

mmmg hgﬁﬁma of afl msaday of !!K

demsn srogei Bg e TLER the Tmspem!m mm su

mmaiun 0z e:mis!mg ‘the Ciiys prioities for stsle ms fadatei tanspontation finds s vorks
pRjRts.
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