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COMBINED ANNUAL REPORT FOR THE FISCAL YEARS ENDED JUNE 30, 2007
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Introduction

This Annual Report is being provided by the City of San Diego (the “City””) on behalf of
itself, the San Diego Facilities and Equipment Leasing Corporation (the “Corporation”), the Public
Facilities Financing Authority of the City of San Diego (the “PFFA”), the City of San Diego/MTDB
Authority (the “MTDB Authority”), and the Convention Center Expansion Financing Authority (“the
Convention Center Authority”) for the above stated issuances pursuant to Continuing Disclosure
Agreements (entered into to allow the respective underwriters to comply with Securities and Exchange
Commission Rule 15¢2-12) for the Fiscal Year ended June 30, 2007. The City Council received the
2007 Comprehensive Annual Financial Report (“CAFR”) on November 10, 2008. To the extent the
City previously submitted financial information and operating data for the Fiscal Year ended June 30,
2007, this submission replaces that information and data in its entirety.

This Annual Report, including any amendment or supplement hereto, is being
transmitted electronically by the City to DisclosureUSA, which in turn will transmit this filing to each
of the Nationally Recognized Municipal Securities Information Repositories (the “NRMSIRs”)
approved by the Securities and Exchange Commission, set forth in Exhibit A.

This Annual Report is provided in accordance with the terms of the Continuing
Disclosure Agreements, and does not purport to provide full and complete information on the terms of
the above stated issuances. The filing of this Annual Report does not constitute or imply any
representation that no changes, circumstances or events have occurred since the end of the Fiscal Year
to which this Annual Report relates (other than as contained in this Annual Report), or that no other
information exists, which may have a bearing on the security for the above stated issuances or an
investor’s decision to buy, sell or hold the above-stated issuances. Certain information and data
provided herein was obtained from sources other than the City (“Outside Information”), as indicated by
the source citations. Although the information contained in this Annual Report has been obtained from
sources that are believed to be reliable, the City has not independently verified such Outside
Information, and the City cannot guarantee its completion or accuracy. No statement in this Annual
Report should be construed as a prediction or representation about future financial performance of the
City, the Corporation, the PFFA, the Convention Center Authority, or the MTDB Authority.

The City is acting as the Dissemination Agent for each of the above stated issuances.
The City does not have any obligation to update this report other than as expressly provided in the
Continuing Disclosure Agreement for each of the above stated issuances.

Any statements regarding the above stated issuances, other than a statement made by the
City in an official release or subsequent notice or annual report that is filed with the NRMSIRs, are not
authorized by the City. The City shall not be responsible for the accuracy, completeness, or fairness of
any such unauthorized statement.



DATED: }lg 4 z, 2008

CITY OF SAN DIEGO

¥

Mar"f Lewps
Chief Financial Officer
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Distribution: Nationally Recognized Municipal Securities Information Repositories
Wells Fargo Bank, National Association
BNY Western Trust Company
Ambac Assurance Corporation
MBIA Insurance Corporation



EXHIBIT A

Nationally Recognized Municipal Securities Information Repositories approved by the Securities and

Exchange Commission:

Bloomberg Municipal Repository
100 Business Park Drive

Skillman, NJ 08558

Phone: (609) 279-3225

Fax: (609) 279-5962

Email: Munis@Bloomberg.com

Interactive Data Pricing and Reference Data,
Inc.

Attn: NRMSIR

100 William Street, 15" Floor

New York, NY 10038

Phone: (212) 771-6999

Fax: (212) 771-7390

Email: NRMSIR@interactivedata.com

Standard & Poor’s Securities Evaluations,
Inc.

55 Water Street, 45 Floor

New York, NY 10041

Phone: (212) 438-4595

Fax: (212) 438-3975

Email: nrmsir_repository@sandp.com

DPC Data, Inc.

One Executive Drive

Fort Lee, NJ 07024

Phone: (201) 346-0701
Fax: (201) 947-0107

Email: nrmsir@dpcdata.com
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Balboa Park and Mission Bay Park Capital Improvements Program Certificates of Participation, Series 1996A
Balboa Park and Mission Bay Park Capital Improvements Program Refunding Certificates of Participation, Series 1996B
San Diego Jack Murphy Stadium Taxable Lease Revenue Bonds, Series 1996A
Convention Center Lease Revenue Bonds, Series 1998A
Fire and Life Safety Facilities Project Lease Revenue Bonds, Series 2002B
2003 Certificates of Participation (1993 Balboa Park/Mission Bay Park Refunding)
2003 Lease Revenue Refunding Bonds (San Diego Old Town Light Rail Transit Extension Refunding)
Lease Revenue Refunding Bonds, Series 2007A (Ballpark Refunding)

Annual Report for the Fiscal Year Ended June 30, 2007

As required by the Continuing Disclosure Agreements or Certificates for the issuances covered
by this Annual Report, below are updates of the required certain tabular information from the Official
Statements and updates of information under the captions “Labor Relations”, “Pension Plan”, “Public
Liability Insurance”, and “Investment of Funds.”

1. Transient Occupancy Tax

CITY OF SAN DIEGO
TRANSIENT OCCUPANCY TAX®
Fiscal Years Ended June 30, 2003 through 2007
(in thousands)

Fiscal Year Amount®
2003 $ 105,263
2004 $ 113,209
2005 $ 120,792
2006 $ 136,803
2007 $ 154,810

(1) Includes both the General Fund portion of TOT (5.5¢ of 10.5¢) and the balance (5¢ of 10.5¢) allocated to Special
Promotional Programs. Special Promotional Programs are intended to: advance the City’s economy by promoting the
City as a visitor destination; develop, maintain, and enhance visitor-related facilities; and support the City’s cultural
amenities and natural attractions.

(2) To be consistent with Fiscal Year 2007, prior year TOT revenues were adjusted to reflect revenues based on full accrual
basis of accounting (all TOT revenues earned in the fiscal year, regardless of the timing of receipt of cash).

Source: Fiscal Year 2007 Comprehensive Annual Financial Report, Comptroller’s Office, City of San Diego

Remainder of this Page Intentionally Left Blank
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Building Permit Valuations and Number of Dwelling Units

CITY OF SAN DIEGO
BUILDING PERMIT VALUATIONS AND NUMBER OF DWELLING UNITS
Fiscal Years Ended June 30, 2004 through 2008

2004 2005 2006 2007 2008
Valuation (in thousands)
Residential $1,227,388 $1,321,526 $1,006,378  $820,581  $674,315
Nonresidential 717,693 641,857 953,714 670,497 724,811
Total $1,945,081 $1,963,383 $1,960,092 $1,491,078 $1,399,126
Number of New Dwelling
Single Family 1,877 1,271 1,290 903 719
Multiple Family 4,005 5,334 3,260 3,004 120
Total 5,882 6,605 4,550 3,907 839

Source: Development Services Department, City of San Diego

Remainder of this Page Intentionally Left Blank
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Balance Sheet For The General Fund

CITY OF SAN DIEGO
BALANCE SHEET FOR THE GENERAL FUND
Fiscal Years Ended June 30, 2003 through 2007
(in thousands)

ASSETS
Cash or Equity in Pooled Cash & Investments®

Receivables:

Taxes — Net

Accounts — Net

Claims — Net

Accrued Interest

From Other Funds @

From Other Agencies
Investment in Joint Venture ©
Advances to Other Funds
Advances to Other Agencies
Prepaid Items
Cash and Investments for TRANS Repayment

Total Assets

LIABILITIES

Accounts Payable ®

Accrued Wages and Benefits
Unearned Revenue ©

Deferred Revenue

Advances from Other Funds
Contracts and Notes Payable ¢
Total Liabilities

FUND EQUITY
Reserves:
Reserved for Encumbrances
Reserved for Advances & Deposits
Reserved for Investment in Joint Venture )
Unreserved:
Designated for Unrealized Gains

Designated for Subsequent Years’
Expenditures
Undesignated®

Total Fund Equity
Total Liabilities & Fund Equity

2003 2004 2005 2006 2007

$29,660 $23,819 $32,966 $23,281 $97,347

61,319 69,275 65056 68,568 73,296
12,242 36,709 14,823 11,239 11,103

25 62 31 38 88
477 374 891 1,434 3,466
11,880 10,100 16,275 6,060 1,475
857 68 - - -
2,007 1522 1542 2,063 2,097
1,790 1,790 300 300 300
352 350 - 9 9
585 207 778 220 81
96,229 - - -- 142,000

$217,423 $144,276 $132,662 $113,212 $331,262

$3,438  $3,718  $5,054  $5,642 9,112
29,615 36,456 40,960 22,332 23,881

-- -- 1,151 1,032 903
23,212 41,894 23,464 21,580 23,318

906 986 985 985 -
93,200 -- -- -- 142,000

$150,371 $83,054 $71.614 $51,571 $199.214

$17,333 $14,838 $15,659 $18,916 $33,452
2,142 2,140 300 309 309

2,007 1,522 1,542 2,063 2,097

871 - - - -

806 1,333 1,954 469 1,159
43,893 41339 41593 39,884 95,031

$67,052 $61,222 $61,048 $61,641 $132,048
$217,423 $144,276 $132,662 $113,212 $331,262

Cash increased in the General Fund in Fiscal Year 2007 due to revenues exceeding expenditures by $70 million for the Fiscal Year.
This was primarily due to approximately $50 million in appropriation savings from various vacancies in Public Safety - Police, Parks &
Recreation, Engineering and Capital Projects, and General Government and Support departments.

The decrease in Fiscal Year 2007 is attributable to the Grant Funds not needing cash from the General Fund to cover negative cash
balances within their funds at fiscal year end. This is due to grant invoicing being done in a timely manner.

The increase of approximately $500,000 (in whole dollars) between Fiscal Year 2005 and Fiscal Year 2006 is attributable to the City’s
portion of equity in the joint venture, San Diego Medical Services Enterprise, LLC.

The Fiscal Year 2003 and Fiscal Year 2007 TRANs were 13 month notes, hence cash was set aside to repay principal and interest due
in each of the respective subsequent fiscal years.
The increase to the Accounts Payable balance is due to the timing of expenditures and an increase in year end accruals.
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Prior to Fiscal Year 2005, reported within “Deferred Revenue”.

The increase in Fiscal Year 2007 is mostly attributable to Streets Division becoming part of the General Fund. Streets Division
contributed an additional $7.7 million to Fiscal Year 2007 ending encumbrances. In addition, Storm Water also had an increase to its
ending encumbrances over the previous year of approximately $4 million.

The increase in Fiscal Year 2007 Undesignated Fund Balance results from revenues exceeding expenditures and encumbrances for the
fiscal year.

Source: Fiscal Year 2003 - 2007 Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego

Statement of Revenues, Expenditures and Changes In Fund Balance For The General
Fund
CITY OF SAN DIEGO
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE FOR THE GENERAL FUND
Fiscal Years Ended June 30, 2003 through 2007 (in thousands)

2003 2004 2005 2006 2007
REVENUES:
Property Taxes ® $184,641  $201,133 $223,500 $322,087  $361,062
Sales Taxes@® 129,262 137,360 95376 110,556 233,385
In-Lieu Sales Taxes & - - 48,220 45,433 -
Transient Occupancy Taxes © - 59,530 63,910 72,126 80,703
Other Local Taxes ® 109,241 64,977 73,456 72,102 74,069
Licenses and Permits 22,655 23,699 28,459 31,913 31,475
Fines, Forfeitures and Penalties 25,373 31,832 31,857 32,346 40,346
Revenues from Use of Money and Property 30,539 27,758 33,015 35,872 42,157
Revenues from Federal Agencies 1,706 4,055 6,888 3,755 5,066
Revenues from Other Agencies 90,355 74,204 74,571 12,594 16,644
Charges for Current Services 97,365 98,956 105,293 91,514 85,026
Other Revenue 2,587 2,870 2,778 2,864 2,730
Total Revenues $693,724  $726.374 $787,323 $833,162  $972,663
EXPENDITURES:
Current:
General Government and Other Support Services $138,017 $134,865 $164,892 $183,143  $189,203
Neighborhood Services 29,196 25,997 25,137 19,702 18,339
Public Safety 399,756 421,584 478,299 509,264 517,522
Parks, Recreation and Culture 93,982 97,380 106,274 108,153 112,967
Transportation © 20,996 20,219 21,448 23,032 59,516
Sanitation and Health 35,888 39,111 41,024 41,720 39,391
Debt Service:
Principal Retirement 1,825 2,318 2,381 2,504 2,604
Interest 2,801 5,442 1811 3,416 6519
Total Expenditures $724461 $746.916 $841.266 $890,934  $946,061
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES ($28,737)  ($20,542) ($53.943) ($57.772) $26,602
OTHER FINANCING SOURCES (USES)
Transfers from Proprietary/ Fiduciary Funds $5,480 $2,941 $7,039 $2,989 $4,181
Transfers from Other Funds @ 39,028 37,944 58,913 71,672 86,980
Transfers to Proprietary Funds (7,080) (13,707) (1,185) (246) (1,373)
Transfers to Other Funds (19,011) (15,665)  (14,276)  (21,946) (46,018)
Net Income from Joint Venture 870 (485) 20 522 35
Proceeds from Capital Leases © 7,282 3,634 3,258 5,374 -
TOTAL OTHER FINANCING SOURCES (USES) $26,569 $14,712 $53,769 $58,365 $43,805
EXCESS (DEFICIENCY) OF REVENUES AND OTHER FINANCING ($2,168)  ($5,830) ($174) $593  $70,407
SOURCES OVER EXPENDITURES AND OTHER FINANCING USES
FUND BALANCE AT JULY 1 $69,220 $67,052 $61,222 $61,048 $61,641
FUND BALANCE AT FOLLOWING JUNE 30 $67,052 $61,222 $61,048 $61.641  $132,048

)

2
©)

4)

Beginning in Fiscal Year 2006 the Educational Revenue Augmentation Funds (ERAF) 111 monies received from the State ($70,550,958) intended to
replace the Motor Vehicle License Fees backfill were classified as property tax revenue. This revenue was previously classified as Motor Vehicle
License Fees, under “Revenues from Other Agencies”.

Includes Proposition 172 Safety Sales Tax.

The increase in Sales Tax in Fiscal Year 2007 is the result of changes in the Sales Tax treatment in the Fiscal Year 2007 CAFR. In previous years,
Sales Tax was allocated to other funds as Sales Tax revenue. In Fiscal Year 2007 Sales Tax was recorded entirely in the General Fund and then
transferred out, as an expense, to the Sales Tax supported funds. In addition, prior to Fiscal Year 2007, “In-Lieu Sales Tax” was reported separately
from Sales Tax because it was received with the Property Tax apportionments. Starting in Fiscal Year 2007, the revenue is based on Sales Tax
growth, and is therefore reported with Sales Tax.

This is the property tax reimbursement that the City receives as a result of the triple-flip (triple-flip is the shift enacted by the State in Fiscal Year
2005 whereby local governments shift ¥-cent of their Sales and Use Tax to the State in exchange for an equivalent amount of property tax).

4



SA.

(5) Beginning in Fiscal Year 2004, Transient Occupancy Tax Revenue was recorded separately from Other Local Taxes. Includes only the General Fund
portion of TOT (5.5¢ of 10.5¢); the balance (5¢ of 10.5¢) is allocated to Special Promotional Programs.

(6) The increase in Fiscal Year 2007 is primarily due to Streets Division moving to the General Fund and secondarily due to Parking Management being
moved out of the Transportation category and split between Police and City Treasurer. The total increase due to Streets Division’s move to the
General Fund was $45 Million. The total decrease due to Parking Management moving out of the Transportation category was $8.7 million. The net
effect is $36.2 million.

(7) Increase in Transfers from Other Funds in Fiscal Year 2005 and Fiscal Year 2006 was largely a result of increased budgeted transfers from the TOT
Fund and the Environmental Growth Fund to the General Fund. Increased budgeted transfers from the TOT Fund were made to cover public safety
costs associated with tourist oriented facilities.

(8) The General Fund had no new Capital Leases to report in Fiscal Year 2007.

Source: Fiscal Year 2003 - 2007 Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego

Operating Budget Summary

The City’s Operating Budgets for Fiscal Years 2007 through 2009 reflect departmental
restructures as a result of operational changes due to the January 1, 2006 transition of the City from a
City Manager to Strong Mayor form of government, Business Process Reengineering, and department
initiated reorganizations. The most significant changes to the Operating Budget due to restructurings
and reclassifications to expenditure categories are reflected in Fiscal Year 2007 and Fiscal Year 2009.
In Fiscal Year 2007, all City departments were classified under different expenditure categories as
compared to the prior fiscal year. A significant number of departments were also either restructured or
classified under different expenditure categories in Fiscal Year 2009. The Fiscal Year 2009 Budget
includes: the restructuring of the Business and Support Services Department into the Business Office,
Administration, and Community Services Departments; the restructuring of the City Auditor and
Comptroller (previously under Department of Finance) into the City Comptroller (under the Office of
the Chief Financial Officer) and the City Auditor (under Office of the Mayor and COO); and the
restructuring of the Engineering and Capital Projects Department. Reclassifications of departments
into different categories include: Purchasing & Contracting moved to the Office of the Chief Financial
Officer (previously under Business and Support Services); Environmental Services (previously under
Public Works) moved to the newly created Community Services business center; the Mayor’s Office
(previously under Other) moved to Office of the Mayor and COO. In addition, Park and Recreation,
Library, and Customer Services also moved under the Community Services business center.
Metropolitan Wastewater and Water Departments were moved to the new Public Utilities business
center (previously under Public Works), and Storm Water Department became its own stand-alone
department under Public Works (previously a division within General Services). Also, the Land Use
and Economic Development business center was renamed City Planning and Development. Due to the
changes described above, the expenditure trends for Fiscal Years 2007 through 2009 are not
comparable. The City’s Operating Budgets for Fiscal Year 2007 through 2009 also reflect certain
restructures to the Revenue categories. Beginning in Fiscal Year 2007, the General Fund Sales Tax
and Safety Sales Tax budgets were restructured to include all Sales Tax and Safety Sales Tax revenue
received by the City, and beginning in Fiscal Year 2008, the Interest Earnings revenue was
restructured to include all Interest Earnings revenue received for the City’s General Fund. Prior to
Fiscal Year 2008, only interest earnings related to TRANs issuances were included.



CITY OF SAN DIEGO
OPERATING BUDGET SUMMARY
Fiscal Year Ended June 30, 2007
(in thousands)

Actuals on a
Budgetary
Basis
Fiscal Year
2007

REVENUE SOURCES:
Property Tax $361,062
Sales Tax (1) 233,385
Property Transfer Tax 9,307
Transient Occupancy Tax (2) 80,703
Licenses and Permits 31,475
Fines, Forfeitures, and Penalties 40,346
Interest Earnings 6,092
Franchises 64,762
Other Rents and Concessions 36,065
Motor Vehicle License Fees 8,101
Revenue from Other Agencies 13,609
Charges for Current Services 85,026
Transfers from Other Funds 91,161
Other Revenue 2,730
Net Income (Loss) from Joint Venture 35
Total General Fund Revenues $1,063,824
EXPENDITURES
Public Safety 522,369
Parks & Recreation 116,352
Sanitation and Health 40,393
Transportation 68,090
Neighborhood Services 20,276
Operations Support 202,910
Debt Service 9,123
Transfers 47,391
Total General Fund Expenditures 1,026,904

@ Includes Proposition 172 Safety Sales Tax.
@ Includes only the General Fund portion of TOT (5.5¢ of 10.5¢); the balance (5¢ of 10.5¢) is allocated to Special Promotional Programs.

Source: Comptroller’s Office, City of San Diego

Remainder of this Page Intentionally Left Blank
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Operating Budget Summary

CITY OF SAN DIEGO
OPERATING BUDGET SUMMARY
Fiscal Year Ended June 30, 2008
(in thousands)

Adopted
Budget
Fiscal Year
2008
REVENUE SOURCES:
Property Tax (1) $385,689
Sales Tax (2) 247,887
Property Transfer Tax 7,571
Transient Occupancy Tax (3) 85,185
Licenses and Permits 34,352
Fines, Forfeitures, and Penalties 35,096
Interest Earnings 7,777
Franchises 69,586
Other Rents and Concessions 40,758
Motor Vehicle License Fees 7,938
Revenue from Other Agencies 10,930
Charges for Current Services 81,347
Transfers from Other Funds 91,588
Other Revenue 627
Total General Fund Revenues $1,106,331
EXPENDITURES: (4)
Office of Ethics & Integrity: $2,401
Business & Support Services
Personnel 6,620
Labor Relations 810
Office of the CIO 29,063
Purchasing & Contracting 5,613
Business Operations & Administration 2,383
Library 37,631
Park & Recreation 87,520
Customer Services 2,523
Total Business & Support Services $172,163
Office of the Chief Financial Officer
City Auditor and Comptroller 11,511
City Treasurer 14,442
Financial Management 4,118
Debt Management 2,730
Office of the Chief Financial Officer 1,067
Citywide Program Expenditures 47,812
Total Office of the Chief Financial Officer $81,680
Public Safety and Homeland Security
Family Justice Center 537
Police 392,337
Fire-Rescue 179,943
Office of Homeland Security 1,781
Public Safety 3,053
Total Public Safety and Homeland Security $577,652
Community & Legislative Services
Special Events 498
Community & Legislative Services 4,381
Total Community & Legislative Services $4,879



5B. Operating Budget Summary, cont.

Public Works

Public Works 855
Engineering and Capital Projects 35,424
Environmental Services 40,793
General Services 108,049
Total Public Works $185,122
Land Use & Economic Development

City Planning and Community Investment 16,716
Real Estate Assets 4,261
Development Services 6,704
Land Use and Economic Development 699
Total Land use & Economic Development $28,381
Non-Mayoral

City Council 9,769
Office of the IBA 1,316
City Clerk 4,408
City Attorney 36,911
Ethics Commission 1,021
Total Non-Mayoral $53,426
Other 628
Total General Fund Expenditures $1,106,331

@ The Property Tax budget includes a $16.9 million repayment of the ERAF 111 shift.

@ Includes Proposition 172 Safety Sales Tax.

© Includes only the General Fund portion of TOT (5.5¢ of 10.5¢); the balance (5¢ of 10.5¢) is allocated to Special Promotional Programs.
@ Line items within the subcategories may not add to subtotals due to independent rounding.

Source: Fiscal Year 2008 Annual Budget, Financial Management, City of San Diego

Remainder of this Page Intentionally Left Blank
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Operating Budget Summary

CITY OF SAN DIEGO

OPERATING BUDGET SUMMARY
Fiscal Year Ended June 30, 2009

(in thousands)

REVENUE SOURCES:
Property Tax (1)

Sales Tax (2)

Property Transfer Tax
Transient Occupancy Tax (3)
Licenses and Permits

Fines, Forfeitures, and Penalties
Interest Earnings

Franchises

Other Rents and Concessions
Motor Vehicle License Fees
Revenue from Other Agencies (4)
Charges for Current Services (5)
Transfers from Other Funds
Other Revenue

Total General Fund Revenues
EXPENDITURES: (6)
Office of Ethics & Integrity:

Community Services
Community Services

Library

Park & Recreation
Environmental Services
Customer Services

Total Community Services

Office of the Mayor and COO
Office of the Mayor and COO

City Auditor

Labor Relations

Office of the CIO

Administration

Business Office

Total Office of the Mayor and COO

Office of the Chief Financial Officer

City Comptroller

City Treasurer

Financial Management

Debt Management

Purchasing & Contracting

Office of the Chief Financial Officer
Citywide Program Expenditures

Total Office of the Chief Financial Officer

Public Safety and Homeland Security
Family Justice Center

Police

Fire-Rescue

Office of Homeland Security

Public Safety

Total Public Safety and Homeland Security

Community & Legislative Services

Adopted
Budget

Fiscal Year

2009

$411,142
230,196
8,901
90,629
32,633
34,546
9,613
69,636
47,204
6,875
20,349
134,115
95,943
826

$1,192,608

$2,088

348
37,013
88,333
40,512

2,329
$168,535

776
1,678
964
24,964
1,897
1,949
$32,227

12,097
14,918
4,272
2,754
4,440
1,025
67,542
$107,048

644
410,671
190,697

1,604
2,421
$606,037

$4,187



5C.  Operating Budget Summary, cont.

Public Works

Public Works 324
Engineering and Capital Projects (5) 65,160
General Services 69,324
Storm Water 48,820
Total Public Works $183,630
City Planning and Development

City Planning and Community Investment 17,898
Real Estate Assets 4,062
Development Services 6,499
City Planning and Development 534
Total Land use & Economic Development $28,993
Non-Mayoral

City Council 9,895
Office of the IBA 1,615
City Clerk 4,496
City Attorney 36,392
Personnel 6,459
Ethics Commission 1,006
Total Non-Mayoral $59,863
Total General Fund Expenditures $1,192,608

) The Property Tax budget includes a $16.9 million repayment of the ERAF I11 shift.

@ Includes Proposition 172 Safety Sales Tax.

@ Includes only the General Fund portion of TOT (5.5¢ of 10.5¢); the balance (5¢ of 10.5¢) is allocated to Special Promotional Programs.

@ Revenue from Other Agencies had a net increase of approximately $9.4 million. This was primarily due to a reduction of $5 million in State Grants and Allocations, an
increase in revenue from Proposition 1B funding ($5.8 million), and FEMA reimbursement related to the October 2007 wildfires & State Agency reimbursements related to
the Mt. Soledad landslide ($7.9 million).

®) Reflects Business Process Reengineering in Fiscal Year 2009 that will result in positions being transferred from Enterprise and Internal Service Funds to the General Fund.
Engineering and Capital Projects department services to Enterprise Funds, will be charged to the Enterprise Funds, and the associated revenue is budgeted under Charges for
Current Services.

®) Line items within the subcategories may not add to subtotals due to independent rounding.

Source: Fiscal Year 2009 Annual Budget, Financial Management, City of San Diego

The City’s Fiscal Year 2009 budget has been impacted by recent negative economic trends.
The City initially projected an overall year-end deficit of $42.8 million, which upon closer review of
all revenue and expenditure trends, was reduced to $31.1 million. To address the budget deficit, the
Mayor proposed a $41.2 million adjustment to the Fiscal Year 2009 Annual Budget. On November
21, 2008, the City Council approved revisions to the Fiscal Year 2009 Annual Budget, but in doing so
did not accept $5.5 million in expenditure reductions through the end of the fiscal year that had been
proposed by the Mayor. Instead, the City Council used $5.5 million in Transient Occupancy Tax,
derived from the Special Promotional Programs Transient Occupancy Tax fund ($2.4 million), and the
Library System Improvements Fund ($3.1 million), to balance the Fiscal Year 2009 Budget. The City
cannot predict the extent of any additional fiscal problems that will be encountered in this or in any
future Fiscal Years, and, it is not clear what measures will be taken by the State or federal government
to address the current nationwide fiscal crisis. Accordingly, the City cannot predict the final outcome
of future State or federal actions or the impact that such actions will have on the City’s finances and
operations.
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6.

Assessed Valuation
CITY OF SAN DIEGO
ASSESSED VALUATION ®@
Fiscal Years Ended June 30, 1998 through 2007
(in thousands except for percentages)

) Annual
Fiscal Year Assessed
Ending Secured Unsecured Less Net Assessed Valuation
June 30 Property Property Gross Total Exemptions® Valuations “® % Change

1998 $68,648,609 $5,337,916 $73,986,525 $4,273,887 $69,712,638 8.32%

1999 $75,788,751 $5,852,822 $81,641,573 $4,328,931 $77,312,642 10.90%

2000 $82,195,239 $6,347,101 $88,542,340 $4,606,047 $83,936,293 8.57%

2001 $89,259,317 $6,838,926 $96,098,243 $4,955,424 $91,142,819 8.59%

2002 $96,534,652 $6,959,602  $103,494,254 $4,577,069 $98,917,185 8.53%

2003 $105,602,893 $7,230,861 $112,833,754 $5,415,535 $107,418,219 8.59%

2004 $115,116,772 $6,842,254 $121,959,026 $5,690,654 $116,268,372 8.24%

2005 $128,611,940 $7,191,819 $135,803,759 $5,967,224 $129,836,535(6) 11.67%

2006®  $124,598,322 $7,063,201  $131,661,523 $5,678,208 $125,983,315© -2.97%

2007 $137,387,588 $7,625,115  $145,012,703 $5,861,380 $139,151,323 10.45%

(1) The official date of assessment is the first day of January preceding the Fiscal Year during which taxes are levied. For
example, January 1, 2003 is the official assessment date for property taxes due during Fiscal Year 2004. The City
receives preliminary estimates from the County Assessor in March and final assessment estimates in late June, or early

July.

(2) Includes both locally assessed and State assessed utility property.
(3) Includes homeowners’ exemptions.
(4) Net assessed valuation for tax rate purposes.

Q)

(6)

So

The City recognized a fluctuation in assessed valuation in Fiscal Year 2006 due to a change in the allocation method
between the City and the Redevelopment Agency. This methodology change resulted from management’s decision to
begin using an external source to calculate statistical information in conjunction with the implementation of GASB 44.
Based on the methodology used in Fiscal Year 2006, Net Assessed Valuation for Fiscal Year 2005 would have been
$112,818,838,000 (in whole dollars). This would have resulted in a growth rate of 11.67% in Fiscal Year 2006
compared to Fiscal Year 2005. Also see footnote 5.

urce: Fiscal Year 1999 — 2005, Comptroller’s Office
Fiscal Year 2006: Comprehensive Annual Financial Report Statistical Section (unaudited), Comptroller’s Office,
City of San Diego
Data included in footnote (5): Muni-Services, LLC.
Fiscal Years 2007: Comprehensive Annual Financial Report Statistical Section (unaudited), Comptroller’s Office,
City of San Diego
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Secured Tax Levies and Collections

CITY OF SAN DIEGO
SECURED TAX LEVIES AND COLLECTIONS (Unaudited)
Fiscal Year Ended June 30, 1998 through 2007
(in thousands except for percentages)

Current Year

Collections as Total Collections as
Fiscal Year Current Year Percentage of Total Tax Percentage of
Ending June 30 Tax Levy Collections Current Tax Levy Collections Current Tax Levy®
1998 $116,912 $114,311 97.78% $117,429 100.44%
1999 $127,846 $124,267 97.20% $126,923 99.28%
2000 $141,963 $137,859 97.11% $140,225 98.78%
2001 $155,060 $150,900 97.32% $153,406 98.93%
2002 $167,077 $163,357 97.77% $165,446 99.02%
2003 $181,687 $175,943 96.84% $178,341 98.16%
2004 $199,630 $191,224 95.79% $194,399 97.38%
2005 $227,422 $213,173 93.73% $216,325 95.12%
2006 $255,211 $240,895 94.39% $245,458 96.18%
2007 $272,983 $257,034 94.16% $262,899 96.31%

(1) Total Collections include unpaid taxes from previous years’ tax levies collected in the current Fiscal Year.

Source: Fiscal Year 2007: Comprehensive Annual Financial Report Statistical Section (unaudited), Comptroller’s Office,
City of San Diego

Remainder of this Page Intentionally Left Blank
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8.

Principal Property Taxpayers in City Of San Diego
PRINCIPAL PROPERTY TAXPAYERS IN CITY OF SAN DIEGO @@
June 30, 2007
(in thousands, except for percentages)
Percentage of
Assessed Net Assessed Amount

Taxpayers Type of Business Valuation ® Valuation® of Tax
Qualcomm, Inc. & Electronics $793,697 0.51% $8,733
Kilroy Realty, LP Real Estate 713,511 0.46 7,850
Fashion Valley Mall, LLC ©& Developer 423,881 0.27 4,664
Pfizer, Inc. Pharmaceuticals 420,748 0.27 4,629
San Diego Family Housing, LLC Real Estate 419,700 0.27 4,618
Irvine Co. & Real Estate 379,634 0.24 4,177
Sea World, Inc. Entertainment 373,447 0.24 4,109
Manchester Resorts, LP Hotel 348,461 0.22 3,834
Solar Turbines, Inc. Manufacturing 286,118 0.18 3,148
Pacific Gateway, Ltd. L Real Estate 270,601 0.17 2,977
TOTAL $4,429,798 2.83% $48,739

(1) Utility Companies excluded.

(2) Includes redevelopment areas (base plus incremental value).

(3) Total assessed valuation includes both secured and unsecured property.

(4) Using total Net Assessed Valuation of $156,795,425,000 (in whole dollars) for Fiscal Year 2007.

®)

(6)

U]

®)

Based on information provided by MuniServices LLC, this assessee has filed an application for assessment appeal on November 29,
2007 for tax roll of 2008 (July 2007-June 2008). The claim is still pending. Applicant is appealing assessed value to be lowered by
$219,157,559 (in whole dollars).

Based on information provided by MuniServices LLC, this assessee has filed an application for assessment appeal on December 3,
2007 for tax roll of 2008 (July 2007-June 2008). The claim is still pending. Applicant is appealing assessed value to be lowered by
$10,724,660 (in whole dollars).

Based on information provided by MuniServices LLC, this assessee has filed an application for assessment appeal on November 20,
2007 for tax roll of 2008 (July 2007-June 2008). The claim is still pending. Applicant is appealing assessed value to be lowered by
$116,808,416 (in whole dollars).

No assurance can be given of the outcome of the appeal.

Source: MuniServices, LLC; and Fiscal Year 2007 Comprehensive Annual Financial Report Statistical Section (unaudited),

Comptroller’s Office, City of San Diego

Remainder of this Page Intentionally Left Blank
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9. Labor Relations

Most City employees are represented by one of five labor organizations. As of October 17,
2008, the American Federation of State and County Municipal Employees Local 127 (AFSCME Local
127) represented approximately 1,870 employees; the Municipal Employees Association (MEA)
represented approximately 5,447 employees; the Police Officers Association (POA) represented
approximately 1,987 employees; the International Association of Firefighters Local 145 ( IAFF Local
145) represented approximately 946 employees; and the Deputy City Attorneys’ Association (DCAA)
represented approximately 149 employees.

The City currently has one-year contracts for all bargaining units for July 1, 2008 through June
30, 2009. Per the labor agreements, POA received a salary increase of 3% on July 1, 2008, and will
receive a 3% increase effective December 27, 2008. The two year net impact of the negotiated salary
increase to the pension system is estimated to be a $900,000 increase to the annual required
contribution and a $7.3 million increase in the unfunded actuarial accrued liability. Members of Local
145 received an increase of 3% effective July 1, 2008, and a 2% increase effective September 1, 2008.
The two year net impact of the negotiated salary increase to the pension system is estimated to have an
impact of $60,000 on the annual required contribution and an estimated $490,000 impact on the
unfunded actuarial accrued liability.

Fiscal Year 2009 agreements for MEA, Local 127, and DCAA, were a carry forward of prior
agreements, with no salary increase. In Fiscal Year 2009, for employees represented by Local 127, the
salary reduction of 1.9% (from the July 1, 2005 labor agreement) ended and the 1.9% of salary was
reinstated as a result of contract language contained in the labor agreement. MEA has settled and Local
127 is negotiating a settlement with the City with respect to the use of negotiated employee pension
contribution increases pursuant to their respective labor agreements. The Local 127 settlement could
have a one-time impact of $1-2 million citywide in Fiscal Year 2009.

New Employee Benefits. On July 28, 2008, City Council ratified an agreement regarding the
creation of new pension benefits for non-safety City employees with MEA, Local 127 and DCAA.
This will impact all non-safety employees hired on or after July 1, 2009. Firefighters, police officers
and lifeguards are exempt. The city expects to save on the costs of its pension plan over time as new
hires are added under the new pension benefit structure. The new plan lowers the defined benefit factor
at age 55 and 60 from 2.50% to 1.00% and from 2.55% to 2.00%, respectively. It also places a cap of
80% on the defined benefit plan and bases retirement pay on the highest three years average of
compensation. Employees can presently receive up to 90% from the defined benefit plan based on their
highest one year of pay. In addition, the new plan establishes a retiree medical trust that both the City
and employees will equally contribute .25% of pay. The new plan also establishes a new defined
contribution component in addition to the defined benefit component. The new defined contribution
plan includes mandatory employee contributions of 1% of salary, with a City match. Non-safety
employees hired on or before June 30, 2009 will not be impacted by this new pension benefit. Refer to
Note 11 to Financial Statements of the Fiscal Year 2007 CAFR for additional information on the new
pension benefits.

10. Pension Plan and Other Post Employment Benefits

In the June 30, 2007 SDCERS actuarial valuation, dated February 4, 2008, the unfunded
actuarial liability was calculated to be $1.184 billion and plan assets were valued at $4.41 billion under
the EAN funding method which assumes a 20 year amortization schedule with no negative

14



amortization. As of June 30, 2008, and October 31, 2008, the unaudited market value of the total
pension plan assets were approximately $4.69 billion and $3.78 billion, respectively (as of September
20, 2008, approximately 94% of the total pension plan assets were attributable to the City).

The City had an actuarial report prepared for its other post-employment benefits, and that report,
dated November 24, 2008, showed an UAAL for retiree healthcare as of June 30, 2008 of
approximately $1.28 billion, calculated using a 6.69% discount rate due to the partial prefunding of the
retiree health liabilities. The challenges posed by the unfunded pension liability are significant and,
together with significant costs related to the post-employment healthcare benefits, could pose a threat to
the future fiscal health of the City.

Also refer to the Letter of Transmittal and Notes 11-13 to Financial Statements of the Fiscal
Year 2007 CAFR for additional information on Pension Plan and Other Post Employment Benefits. The
unfunded actuarial liabilities and funding ratios set forth in the Fiscal Year 2007 CAFR relating to the
City’s pension system and other post-employment benefits are based upon numerous demographic and
economic assumptions, including the investment return rates, inflation rates, salary increase rates, cost
of living adjustments, post-retirement mortality, active member mortality, rates of retirement, etc. The
reader is cautioned to review, and carefully assess the reasonableness of the assumptions set forth in the
documents that are cited as the sources for the information in such CAFRs. In addition, the reader is
cautioned that such sources and the underlying assumptions speak as of their respective dates, and are
subject to changes, any of which could cause a significant impact in the unfunded actuarial accrued
liabilities and funding ratios.

11. Public Liability Insurance

The City maintains an excess liability insurance policy in collaboration with a statewide joint
powers authority risk pool, the California State Association of Counties-Excess Insurance Authority
(CSAC-EIA). Effective July 2003, the City’s excess liability insurance coverage was obtained through
the California Public Entity Insurance Authority (CPEIA), a subsidiary of the joint powers authority
risk pool, for amounts up to $50,000,000 per occurrence in excess of a $2,000,000 self-insured
retention. As of October 1, 2007, the City’s self-insured retention increased to $5,000,000.

The City is fully self-insured for workers’ compensation and long-term disability (LTD). All
operating funds of the City participate in both these programs and make payments to the Self Insurance
Fund. Each fund contributes an amount equal to a specified rate multiplied by the gross salaries of the
fund. These payments are treated as operating expenditures in the contributing funds and operating
revenues in the Self Insurance Fund.

Public liability, workers’ compensation, and long-term disability estimated liabilities as of June
30, 2007 are determined based on results of independent actuarial evaluations and include amounts for
claims Incurred But Not Reported and the Loss Adjustment Expenses. Claims liabilities are calculated
considering the effects of inflation, recent claim settlement trends including frequency and amount of
payouts, and other economic and social factors. Estimated liabilities for public liability claims have
been recorded in the Self Insurance Fund, Sewer Utility Fund, and Water Utility Fund.
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CITY OF SAN DIEGO
LIABILITY CLAIMS® AND PREMIUMS

Fiscal Years ended June 30, 2003 through 2007

Liability Claims Expenses and

Liability Premium

Fiscal Year Settlement Costs Payments
2003 $11,292,000 $1,477,094
2004 $12,267,000 $1,436,565
2005 $24,508,000 $1,699,039
2006 $28,563,000 $2,833,457
2007 $31,832,000 $5,725,972
2008 @ $4,487,500

(1) The City’s portion of settlement and investigation expenses for third party public liability claims, and other
litigation expenses.

(2) The information called for by this table for the year ended June 30, 2008, will be provided upon release of the
Fiscal Year 2008 audited financial statements.

Source: Information under tabular heading “Liability Claims Expenses and Settlement costs” — Fiscal Year 2003 -
Fiscal Year 2007: Comprehensive Annual Financial Reports, Comptroller’s Office, City of San Diego

Information under tabular heading “Liability Premium Payments” - Risk Management Department, City of
San Diego

Remainder of this Page Intentionally Left Blank
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12A. INVESTMENT OF FUNDS (As of June 30, 2007)
Pool Liquidity and Other Characteristics

The City Pool (including both the “Liquidity” and the “Core” portfolios) is highly liquid. As of
June 30, 2007, approximately 20% of the pool investments mature within 62 days, 22% within 92 days
and 32% within 184 days, 51% within 1 year, 78% within 2 years, 94% within 3 years, and 100%
within 5 years (on a cumulative basis). As of June 30, 2007, the Pool had a weighted average maturity
of 1.27years (462 days) and its weighted yield was 5.04%. For purposes of calculating weighted
average maturity, the City Treasurer treats investments in the State-wide Local Agency Investment
Fund (California State Pool) as maturing within one day. The Liquidity portfolio had a duration of
0.32 years and the Core portfolio had a duration of 1.67 years as of June 30, 2007. Duration is a
measure of the price volatility of the portfolio and reflects an estimate of the projected increase or
decrease in the value of the portfolio based upon a decrease or increase in interest rates. Accordingly,
the Liquidity portfolio should decrease in market value by 0.32% for every 1% increase in market
interest rates while the Core portfolio should decrease in market value by 1.67% for every 1% increase
in market interest rates. The City Pool's composition is designed with a goal of having sufficient liquid
funds available to meet disbursement requirements. The composition and value of investments under
management in the City Pool will vary from time to time depending on cash flow needs of the City,
maturity or sale of investments, purchase of new securities, and fluctuations in interest rates.

CITY OF SAN DIEGO POOLED OPERATING INVESTMENT FUND @
at June 30, 2007
(In Thousands)

Percent of
Investment Instrument Book Value Market Value Total @
U.S. Treasury Bills and Notes $462,954 $460,993 25.46%
Federal Agency Securities $1,008,210 $1,007,779 50.43%
Medium Term Notes (Corporate) @ $155,682 $155,350 8.56%
Money Market Instruments © $168,863 $169,580 9.29%
Local Agency Investment Fund $22,899 $22,889 1.26%
NET ASSETS $1,818,608 $1,816,591 100.00%

(1) Based on book value.

(2) These notes consist of both fixed and floating interest rate securities. The notes with floating interest rates are reset at
intervals ranging from one day to three months.

(3) These securities consist of commercial paper, negotiable certificates of deposit, term and overnight repurchase
agreements, banker's acceptances, bank notes and/or thrift notes.

Source: Fiscal Year 2007 Comprehensive Annual Financial Report, Comptroller’s Office, City of San Diego
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12B. INVESTMENT OF FUNDS (As of June 30, 2008)

Pool Liquidity and Other Characteristics

The City Pool (including both the “Liquidity” and the “Core” portfolios) is highly liquid. As of
June 30, 2008, approximately 12% of the pool investments mature within 62 days, 18% within 92 days
and 32% within 184 days, 48% within 1 year, 85% within 2 years, 99% within 3 years, and 100%
within 5 years (on a cumulative basis). As of June 30, 2008, the Pool had a weighted average maturity
of 1.09 years (399 days) and its weighted yield was 3.23%. For purposes of calculating weighted
average maturity, the City Treasurer treats investments in the State-wide Local Agency Investment
Fund (California State Pool) as maturing within one day. The Liquidity portfolio had a duration of 0.29
years and the Core portfolio had a duration of 1.60 years as of June 30, 2008. Duration is a measure of
the price volatility of the portfolio and reflects an estimate of the projected increase or decrease in the
value of the portfolio based upon a decrease or increase in interest rates. Accordingly, the Liquidity
portfolio should decrease in market value by 0.29% for every 1% increase in market interest rates while
the Core portfolio should decrease in market value by 1.60% for every 1% increase in market interest
rates. The City Pool's composition is designed with a goal of having sufficient liquid funds available to
meet disbursement requirements. The composition and value of investments under management in the
City Pool will vary from time to time depending on cash flow needs of the City, maturity or sale of
investments, purchase of new securities, and fluctuations in interest rates.

CITY OF SAN DIEGO POOLED OPERATING INVESTMENT FUND @
at June 30, 2008
(In Thousands)

(Unaudited)

Percent of
Investment Instrument Book Value Market Value Total @
U.S. Treasury Bills and Notes $761,968 $769,094 37.45%
Federal Agency Securities @ $925,697 $929,344 45.50%
Medium Term Notes (Corporate) © $81,556 $82,076 4.01%
Money Market Instruments © $241,148 $241,826 11.86%
Local Agency Investment Fund $24,041 $24,041 1.18%
NET ASSETS $2,034,410 $2,046,381 100.00%

(1) Based on book value.

(2) Federal National Mortgage Association (Fannie Mae) represents 29.06% and Federal Home Loan Mortgage
Corporation (Freddie Mac) 35.33% of total Federal Agency Securities or 13.22% and 16.08% of the total pool.

(3) These notes consist of both fixed and floating interest rate securities. The notes with floating interest rates are reset at
intervals ranging from one day to three months.

(4) These securities consist of commercial paper, negotiable certificates of deposit, CDARS certificate of deposit, term
and overnight repurchase agreements, banker's acceptances, bank notes and/or thrift notes.

Source: Office of the City Treasurer, City of San Diego
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13A. General Obligation and General Fund Lease Obligations

CITY OF SAN DIEGO
GENERAL OBLIGATION AND GENERAL FUND LEASE OBLIGATIONS ®
As of June 30, 2007
(in thousands)

General General Total
Fiscal Year Obligation Fund Lease Principal and
Ending June 30 Bonds Obligations Interest Payable
2008 $ 2,766 $ 42,994 $ 45,760
2009 2,767 42,957 45,724
2010 2,328 41,583 43,911
2011 2,319 38,740 41,059
2012 2,314 35,215 37,530
Thereafter 0 595,603 595,603
Subtotal $12,494 $ 797,093 $ 809,587
Less Interest Portion (1,789) (324,548) (326,337)
Total Principal Portion $10,705 $ 472,545 $ 483,250

The following provides a summary list of outstanding general obligation bonds and General Fund lease
commitments as of June 30, 2007.

Principal
Outstanding

General Obligation Bonds (in thousands)
1991 - Public Safety Communications $ 9,905
1994 — Open Space Park Facility District Refunding®® 800
Total Principal of General Obligation Bonds $10,705
General Fund Lease Commitments
Certificates of Participation
1996A - Balboa Park/Mission Bay Park Capital Improvements $ 12,675
1996B — Balboa Park/Mission Bay Park Capital Improvements Refunding 8,825
2003 — Balboa Park/Mission Bay Park Capital Improvements Refunding 12,270
Lease Revenue Bonds
1994 - City/MTDB Authority Refunding - Police CIP and Bayside Extension $ 7,880
1996 — San Diego Jack Murphy Stadium 59,180
1998 — Convention Center Expansion Financing Authority 178,430
2002 — Fire and Life Safety Facilities Project 23,305
2003 - City/MTDB Authority for Old Town Trolley Extension Refunding 13,420
2007 — Ballpark Project 156,560
Total Principal of General Fund Lease Commitments $472,545

(1) Unaudited

(2) Secured by the two-thirds portion of the City’s Environmental Growth Fund. In the event that moneys pledged by the City are not
sufficient to make debt service payments, the City can levy on the next tax roll a property tax on behalf of the District to cover the
amount of the shortfall

Source: Debt Management Department, City of San Diego
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13B. General Obligation and General Fund Lease Obligations

CITY OF SAN DIEGO
GENERAL OBLIGATION AND GENERAL FUND LEASE OBLIGATIONS ®
As of June 30, 2008
(in thousands)

General General Total
Fiscal Year Obligation Fund Lease Principal and
Ending June 30 Bonds Obligations Interest Payable
2009 $ 2,767 $ 42,957 $ 45,725
2010 2,328 41,583 43,911
2011 2,319 38,740 41,059
2012 2,314 35,215 37,530
2013 0 35,210 35,210
Thereafter 0 560,392 560,392
Subtotal $ 9,728 $ 754,099 $ 763,827
Less Interest Portion (1,148) (300,539) (301,687)
Total Principal Portion $ 8,580 $ 453,560 $ 462,140

The following provides a summary list of outstanding general obligation bonds and General Fund lease
commitments as of June 30, 2008.

Principal
Outstanding

General Obligation Bonds (in thousands)
1991 - Public Safety Communications $ 8,170
1994 — Open Space Park Facility District Refunding®® 410
Total Principal of General Obligation Bonds $ 8,580
General Fund Lease Commitments
Certificates of Participation
1996A - Balboa Park/Mission Bay Park Capital Improvements $ 9,760
1996B — Balboa Park/Mission Bay Park Capital Improvements Refunding 8,445
2003 — Balboa Park/Mission Bay Park Capital Improvements Refunding 10,490
Lease Revenue Bonds
1994 - City/MTDB Authority Refunding - Police CIP and Bayside Extension $ 5,390
1996 — San Diego Jack Murphy Stadium 57,775
1998 — Convention Center Expansion Financing Authority 173,355
2002 — Fire and Life Safety Facilities Project 22,805
2003 - City/MTDB Authority for Old Town Trolley Extension Refunding 12,775
2007 — Ballpark Project 152,765
Total Principal of General Fund Lease Commitments $453,560

(1) Unaudited

(2) Secured by the two-thirds portion of the City’s Environmental Growth Fund. In the event that moneys pledged by the City are not
sufficient to make debt service payments, the City can levy on the next tax roll a property tax on behalf of the District to cover the
amount of the shortfall

Source: Debt Management Department, City of San Diego
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14.  Short-Term Borrowings

CITY OF SAN DIEGO
SHORT-TERM BORROWINGS
For Fiscal Years Ended June 30, 2000 through 2009
(in thousands)

Fiscal Year Ended Principal
June 30 Amount @
2000 $ 99,500
2001 $ 77,000
2002 $ 73,000
2003 $ 93,200
2004 $ 110,900
2005 $114,000 @
2006 $ 145,000 @
2007 $ 142,000 @
2008 $116,000 @
2009 $135,000 @

(1) Par amounts issued pursuant to Charter Section 92
(2) Borrowed through a private placement

Source: Debt Management Department, City of San Diego

Remainder of this Page Intentionally Left Blank
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15. Future Minimum Rental Payments

CITY OF SAN DIEGO
FUTURE MINIMUM RENTAL PAYMENTS
GENERAL FUND OPERATING LEASE COMMITMENTS®
(in thousands)
As of June 30, 2007

Fiscal Year Ending June 30 Rent Payable
2008 $6,262
2009 6,315
2010 6,077
2011 5,790
2012 5,873
2013 5,772
2014 3,699
2015 28
2016 26
2017 26
Thereafter 182
Total $46,479

(1) Table describes commercial rent payable by the City of San Diego.

Source: Comptroller’s Office and Real Estate Assets Department, City of San Diego

Remainder of this Page Intentionally Left Blank
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16. Statement of Direct and Overlapping Bonded Debt

City of San Diego
Direct and Overlapping Debt (Unaudited)
June 30, 2007 (In Thousands)

DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT:

Metropolitan Water District

Palomar Community College District

San Diego Community College District

Poway Unified School District School Facilities Improvement District No. 2002-1

San Diego Unified School District

Sweetwater Union High School District

San Ysidro School District

Other School, High School and Community College Districts

Palomar Pomerado Hospital District

City of San Diego

City of San Diego Special Assessment/Special Tax Bonds (3)

San Diego Open Space Park Facilities District No. 1 (3)

Del Mar Unified School District Community Facilities District No. 99-1

North City West School District Community Facilities District

Poway Unified School District Community Facilities Districts

San Dieguito Union High School District Community Facilities Districts

Sweetwater Union High School District Community Facilities Districts

Other Special District 1915 Act Bonds
TOTAL GROSS DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

Less: San Diego Open Space Park Facilities District No. 1 (100% self-supporting)

TOTAL NET DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT

DIRECT AND OVERLAPPING GENERAL FUND DEBT:

San Diego County General Fund Obligations
San Diego County Pension Obligations
San Diego Superintendent of Schools Certificates of Participation
Palomar Community College District General Fund Obligations
Poway Unified School District Certificates of Participation
Sweetwater Union High School District Certificates of Participation
Chula Vista School District General Fund Obligations
San Ysidro School District Certificates of Participation
Other School, High School and Community College District Certificates of Participation
City of San Diego Revenue Bonds, Leased Revenue Bonds, and Certificates of Participation (3)
Otay Municipal Water District Certificates of Participation

TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT

Less: Otay Municipal Water District Certificates of Participation
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT

GROSS COMBINED TOTAL DEBT (2)
NET COMBINED TOTAL DEBT

(1) Percentage of overlapping agency’s assessed valuation located within boundaries of the city.

Total Debt City's Share of

6/30/07 % Applicable (1) Deht, 6/30/07
359,115 8.900% 31,961
160,000 25.098% 40,157
288,465 99.900% 288,177
178,681 68.233% 121,901
1,426,600 99.904% 1,425,230
178,139 20.773% 37,005
56,994 90.694% 51,691
668,913 Various 30,188
73,815 30.851% 22,773
9,905 100.000% 9,905
145,625 100.000% 145,625
800 100.000% 800
30,305 100.000% 30,305
100,543 100.000% 100,543
251,016 99.609-100.000% 250,772
65,623 39.731-81.063% 33,175
29,634 8.935-100.000% 22,936
19,310 Various 824
2,643,967
800
2,643,167
351,215 45.766% 160,737
1,343,748 45.766% 614,980
18,043 45.766% 8,257
8,065 25.098% 2,024
19,300 72.679% 14,027
12,145 20.773% 2,523
133,905 5.581% 7,473
25,910 90.694% 23,499
48,838 Various 3,027
521,210 100.000% 521,210
66,135 5.980% 3,955
1,361,712
3,955
1,357,757
4,005,679
$ 4,000,924

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital lease obligations.

(3) Amounts for total debt reconcile to Note 5.

Ratios to 2006-07 Assessed Valuation:

Direct Debt ($9,905)

Total Gross Direct and Overlapping Tax and Assessment Debt
Total Net Direct and Overlapping Tax and Assessment Debt

Ratios to Adjusted Assessed Valuation:
Gross Combined Direct Debt ($531,915) (1)
Net Combined Direct Debt ($531,115)
Gross Combined Total Debt

Net Combined Total Debt

(1) City of San Diego

City Authorities and Certificates of Participation
San Diego Open Space Park Facilities District No. 1

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/07: $0

0.01%
2.53%
2.53%

0.37%
0.37%
2.771%
2.771%

$ 9,905
521,210
800

$ 531,915

Source: Fiscal Year 2007 Comprehensive Annual Financial Report, Comptroller's Office, City of San Diego
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17. Other Material Information
Refer to note 18 of the Fiscal Year 2007 CAFR .

On April 7, 2008, the SEC filed securities fraud charges against five former City officials,
including the former City Manager, former Auditor and Comptroller, former Assistant Auditor and
Comptroller, former Deputy City Manager and former City Treasurer, for allegedly giving false and
misleading statements regarding City bond offerings in 2002 and 2003. Investigations by the SEC into
entities other than the City, including current and former City officials, may be ongoing. It is uncertain
when any such investigations will be completed, and the City can provide no assurance as to whether
any new investigations will be initiated.

18. CONVENTION CENTER EXPANSION FINANCING AUTHORITY

(STATE: CALIFORNIA) Lease Revenue Bonds, Series 1998A (City of San Diego,
California, as Lessee)

SAN DIEGO CONVENTION CENTER
Bookings ®
During each of the five fiscal years ended June 30, 2008, the Convention Center hosted the
following types of events, which were attended by the following estimated number of attendees:

Fiscal Year Ended June 30

Type of Event 2004 2005 2006 2007 2008
Conventions with Trade Shows 46 35 53 50 53
Estimated Attendance 389,091 390,220 412,369 519,078 568,153
Conventions Only 3 3 2 1 2
Estimated Attendance 17,200 12,543 8,827 4,968 10,413
Trade Shows only 3 4 5 5 5
Estimated Attendance 39,413 38,388 41,566 44,783 50,222
Incentive Meetings 16 13 11 11 7
Estimated Attendance 50,291 52,999 49,119 48,260 19,371
All Others @ 165 169 210 153 167
Estimated Attendance 399,363 365,908 438,829 366,617 348,067
Total Events 233 224 281 220 234
Total Estimated Attendance 895,358 860,058 950,710 983,706 996,226

(1) The San Diego Convention Center operates in a competitive market; other municipalities could build competing
facilities over time. The City is aware of discussions that have occurred between the City of Chula Vista and a
developer to construct a facility to host conventions in the City of Chula Vista. The construction of a convention
center by the City of Chula Vista may have a negative impact on future bookings at the San Diego Convention
Center.

(2)  Consumer shows, meetings and seminars, community events, local trade shows, and food and beverage events.

Source: San Diego Convention Center Corporation, unaudited
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Definite Bookings of Conventions and Trade Shows, Conventions Only, Trade Shows Only, and
Incentive Meetings
Fiscal Year Ending June 30

2009 2010 2011 2012 2013
74 60 53 41 36

Source: San Diego Convention Center Corporation, unaudited

BUDGETING AND FUNDING

Convention Center
Operating Deficit and Capital Expenditures
for the Five Fiscal Years Ended June 30
(unaudited and in thousands)

2004 2005 2006 2007 2008
Total Revenues $24,426 $24,309  $29,134°  $33,874% 34,883
Operating Expenses ) (23,673) (24,903) (26,534) (27,526) (29,125)
Inter-Entity Transfer Expense® - - - (643) -
Depreciation Expense - - (2,272)  (2,292) (2,164)
Capital Expenditures ) @ (2,858)@ (2,334)@ - - -
Total Expenses and
Capital/Depr Expenditures ($26,531) ($27,237) ($28,807)  ($30.461) ($31,289)
Net Excess/(Deficit) ($2,105) ($2,928) $327 $3,413 $3,594

(1) Operating Expenses and Capital Expenditures are reported in a manner that reflects the method by which these expenditure
categories are reflected in the Corporation's Audited Financial Statements, which is different from the method used for the
Official Statement and previously published Continuing Disclosure Annual Reports ("Reports™). Specifically, in addition to
leasehold improvement capital expenditures (e.g., improvements that are attached to the building, such as the roof and walls),
non-leasehold capital expenditures (e.g., equipment, computers, and furniture) are included in Capital Expenditures instead of
in Operating Expenses as was the case for the Official Statement and the Reports, previous to the Annual Report ended June 30,
2002.

(2) Accounting methodology for the San Diego Convention Center Corporation was adjusted for the fiscal year ended June 30,
2006 with conversion from modified accrual to full accrual accounting. As a result, capital expenditures are not recognized
while depreciation expense (from capital items) is recognized. For the years ended June 30, 2006, June 30, 2007 and June 30,
2008, funds used to pay for capital purchases and principal payments on debt associated with capital projects amounted to
$2,855,330, $3,206,652, and $2,532,101, respectively.

(3) As aresult of the change in accounting methodology described in footnote (2) and due to changes in funding from the City as
defined in the Third Amended and Restated Management Agreement Between the City of San Diego and the San Diego
Convention Center Corporation (effective for fiscal year 2006), funding received from the City is included in Total Revenues.
For the fiscal years ended June 30, 2007 and June 30, 2008, funding from the City included in Total Revenues amounted to
$4,339,198 for each year.

(4) Includes a Capital Expenditure item for a $1,000,000 payment to the San Diego Unified Port District relating to the Sails
Pavilion Enclosure Project loan. The payment ends in fiscal year 2011, at which time a final payment of $500,000 will be
made. Refer to footnote (2) for change in accounting methodology.

(5) Includes transfer of restricted funds from the San Diego Convention Center Corporation to San Diego Theatres, Inc. (a
subsidiary of the San Diego Convention Center Corporation) for use in restoration projects at the San Diego Civic Theatre.

Source: San Diego Convention Center Corporation, unaudited

25



The San Diego Convention Center Corporation (the “Corporation”, the operating entity of the
San Diego Convention Center), has been offering discounts from its posted rental rates to maintain or
enhance bookings of its primary business (i.e., Conventions with Trade Shows, Conventions Only,
Trade Shows Only, and Incentive Meetings), in order to stay competitive with other major convention
facilities which, according to the staff of the Corporation, have also been obligated to offer discounts.
For example, for the fiscal year ended June 30, 2008, rental revenue received reflected an approximate
$2.5 million discount from the posted rates, and, for the fiscal year ending June 30, 2009, it is expected
that such discounts will continue.

At the end of Fiscal Year 2005 a restated Management Agreement was executed between the
City and the Corporation that specified that funding from the City be used solely for marketing,
promotion and/or capital projects for the Convention Center in an amount sufficient to ensure that the
Corporation can perform its obligations under the Management Agreement.

Remainder of this Page Intentionally Left Blank
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19.  PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO
(STATE: CALIFORINA)

Taxable Lease Revenue Bonds, Series 1996A (San Diego Jack Murphy Stadium)

As described in the Official Statement published in 1996, the City had entered into agreements
with various major users of the Stadium facilities. Among these users was the Chargers Football
Company, LLC (“the Chargers™). At that time, the Chargers utilized the Stadium pursuant to the 1995
Partial Use and Occupancy Agreement for San Diego Jack Murphy Stadium (subsequently re-named
Qualcomm Stadium), as amended by the First Amendment to 1995 Partial Use and Occupancy
Agreement for San Diego Jack Murphy Stadium dated as of December 10, 1996. Since that time, the
agreement has been modified from time to time. Pursuant to the Ninth Supplement to the 1995
Agreement for the Partial Use and Occupancy of Qualcomm Stadium (“Ninth Supplement”), between
the Chargers and the City, dated May 16, 2006, the Chargers may not relocate prior to the end of the
2008 Regular Football Season. The Ninth Supplement does allow the Chargers the right to terminate
the agreement any time after the 2008 National Football League (“NFL”) season by tendering a fee
which is based on a sliding scale starting at $56,275,000 after February 1, 2009 and falling to
$3,490,000 after February 1, 2020. Based on published media reports, the City understands that
discussions may be occurring between the Chargers and other municipalities regarding relocation of the
team.

The Official Statement also described Padres L.P. as a major user of the Stadium. Since the time

the Official Statement was written, a new ballpark has been constructed in the East Village
neighborhood of downtown San Diego, and Padres L.P. is no longer a major tenant of the Stadium.

27



City of San Diego

Fiscal Year Ended June 30, 2007



This Page Left Intentionally Blank



CITY OF SAN DIEGO
STATE OF CALIFORNIA

COMPREHENSIVE ANNUAL
FINANCIAL REPORT

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Prepared Under the Supervision of
Gregory Levin, CPA
Comptroller



City oF SaN DiEGco

ComPREHENSIVE ANNUAL FINANCIAL REPORT

Table of Contents
For The Fiscal Year Ended June 30, 2007

INTRODUCTORY SECTION

Letter Of TrANSMUTAL..... .. cvecerciec bbb bbb 9
Purpose, Background, and Scope of this REPOM ..o 21
Profile of the City 0f SAN DIEGO........cuiuieiiriieriirii i 22
City of San Diego CUMENt OffICIAIS ..........cviveerririieieisce sttt 24
City of San Diego Organization Chart.............cccoceiiiiiicnicsees st 25

INAEPENAENT AUCITOI'S REPOM.........eeeei ettt ee sttt na et 31
Management's Discussion and Analysis (Required Supplementary INformation) ...........ccoceereeinneinnenenee e 33
BaSIiC FINANCIal STATEMENTS ... bbb 49

Government-Wide Financial Statements
SHAIEMENT OF NETASSELS ....cviceciies et bbbttt 52
StAEMENT OFf ACHVITIES ......voesce b e 54
Governmental Funds Financial Statements
BalANCE SNEEL ... bbbt 56
Statement of Revenues, Expenditures, and Changes in Fund Balances.............cccccoevieiveceiiccsecscccscnn, 58

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental
Funds to the Statement Of ACHVIHIES ..........c.cceiiiieieiceccc e et 59

Proprietary Funds Financial Statements

SEALEMENT OF NETASSELS ...t 60
Statement of Revenues, Expenses, and Changes in Fund Net ASSEtS ........cooeriencinicencesncer e 61
StatemeNt 0f CaSh FIOWS.......c..ciiiii bbb e 62

Fiduciary Funds Financial Statements
Statement of FIAUCIANY NEEASSEES.........c. it 63
Statement of Changes in FidUCIary NEt ASSELS .........cccvvieiciriccrce et 64
Notes to the Financial Statements

1. Summary of Significant ACCOUNING PONCIES ........c..cuvuiuieiiiiiiiic s 65



City oF SaN Dieco CoMPREHENSIVE ANNUAL FINANCIAL REPORT

Table of Contents
For the Fiscal Year Ended June 30, 2007

2. Reconciliation of Government-Wide and Fund Financial Statements............cccoovinnnnnnnenenecens 78
3. Cash and INVESIMENLS ..ottt 81
4, CaAPItAl ASSEES ...ttt R £ £ Rttt enae bt 103
5. Governmental Activities Long-Term Li@bilities ...........ccccovieiriieiicrisece e 106
6. Business-Type Activities LONG-Term Li@biliiEs .........cocoeuririiirirnisnis e 14
7. Discretely Presented Component Units Long-Term LiaDilifies ..o 17
8. Short-TErm NOES PAyabIe..........ccviveii