President’s Message

e Golden Gate Bridge, Highway and Transporta-
tion District (District), based in San Francisco, oper-
ates an integrated public transportation network in
the U.S. Highway 101 corridor. The District provides serv-
ice to 9.3 million Golden Gate Transit bus and Golden Gate
Ferry customers annually along with 38.8 million annual
crossings on the Golden Gate Bridge. To operate this vital
public transportation system, with rising operational costs
and limited funding sources, one of our most critical focus-
es has been on reducing our five-year projected shortfall
from over $450 million in Fiscal Year (FY) 2001/2002 to just
under $70 million as we move into FY 2005/2006. This has
been achieved through a combination of difficult internal
cost reductions and external revenue enhancements. We are
now close to having this problem behind us.

I am also very pleased to highlight a number of note-
worthy developments made in another critical area—
advancing our security infrastructure and applying related
“Best Practices” throughout the District:

B Golden Gate Ferry has been actively involved in provid-
ing added security at terminals and aboard vessels by coor-
dinating closely with both the United States Coast Guard
(Coast Guard) and local law enforcement agencies. Since
September 11, 2001, these efforts have expanded signifi-
cantly. In particular, Golden Gate Ferry has developed a
new security plan in coordination with the Coast Guard.
Further, in the fall of 2004, working with the local Coast
Guard Marine Safety Office as well as local police depart-
ments in Sausalito, Larkspur, Corte Madera, San Francisco,
and the Marin County Sheriff’s Office, a new program was

created—the San Francisco Bay Ferry “Ride Along” Pro-
gram. The idea was simple—let on- and off-duty law
enforcement personnel ride our ferries at no cost and there-
by increase the law enforcement presence on the
Bay. This program is in addition to the Coast
Guard’s program where uniformed Coast Guard
officers board ferries randomly.

B This year, Golden Gate Ferry implemented a
$1.2 million project to install several critical secu-
rity enhancements including the addition of sur-
veillance cameras, perimeter security panels and
gates, and back-up communications equipment.
To preserve the generally open nature of the ter-
minals and to maintain clear views of the Bay, the
new perimeter security wall system was construct-

ed of transparent material. Working under the
latest security requirements of the Transportation Security
Administration (TSA), Maritime Administration and Coast
Guard, Golden Gate Ferry received grant funds totaling
$520,000 from TSA,; the remainder came from $240,000 in
District funds and $440,000 in Federal Transit Administra-
tion funds. Construction began in November 2004, and the
project was substantially completed by July 2005.

B In November 2004, the District added a new position,
Security and Emergency Management Specialist, to specifi-
cally focus on our transit-related security programs as well
as emergency preparedness throughout the organization.

B Also in November 2004, the Golden Gate Bridge received
a $2.1 million grant from the Department of Homeland
Security to add and upgrade surveillance equipment, intru-
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sion detection devices, physical barriers, and area lighting
in FY 2005/2006.

B Emergency drills are an essential element of emergency
preparedness and response. This year, a number of valuable
emergency response drills occurred. In December 2004,
Golden Gate Ferry participated in a San Francisco Port-
sponsored drill at SBC Park that included SBC Park staff,
along with San Francisco police, fire, and medical person-
nel. The exercise included a tabletop drill and a field
response drill with a scenario involving a ferry vessel. In Feb-
ruary 2005, Golden Gate Ferry and seven Marin County fire
departments participated in a field exercise focused on
mutual aid practices and confined space rescue. In April
2005, both Golden Gate Ferry and Golden Gate Transit
joined the Marin County Special Response Teams from the
Marin County Sheriff’s Office and three local police depart-
ments in a field exercise with a scenario focused on a bus
incident. A May 2005 exercise included the Golden Gate
Bridge, California Highway Patrol, United States Park
Police, Park Rangers, and Coast Guard, along with 11 other
San Francisco, Marin, and State emergency response agen-
cies. Two tabletop exercises and a field exercise were con-
ducted around a scenario involving the Golden Gate Bridge.

These advances, coupled with the dedication of all of
our employees, greatly assist the District in being better pre-
pared to respond to potential terrorist events or security
breaches. While the focus of the next few years remains on
reducing our shortfall, I will also continue to keep our secu-
rity needs in the forefront.

Board Members Remembered

On June 21, 2005, the District grieved the loss of our
First Vice President Maryanne P. Harrison, after her short
but vigilant battle with cancer. Harrison’s dedication to
serving as a policymaker brought focus to her commitment

to seeing the District sustain itself as an exceptional public
agency for both employees and customers. Her passion for
the Golden Gate Bridge was infectious. We also grieved the
loss of two former Board members—William R. Lucius and
C. Paul Bettini. Lucius was a lifelong civic leader best
known for his strong commitment to public transporta-
tion, having served on the Board from 1969 to 1978 as a
Sonoma County representative. Bettini served on the
Board as a Marin County representative from June 1970 to
February 1997. When the District opened its major transit
hub in 1991, it was named in his honor—C. Paul Bettini
San Rafael Transit Center.

New Board Members

In November 2004, San Francisco Supervisor Gerardo
Sandoval joined the Board after having been appointed by
the San Francisco Board of Supervisors to replace the seat
made vacant by San Francisco Supervisor Tony Hall. In Jan-
uary 2005, San Francisco Supervisor Bevan Dufty was
appointed to the Board by the San Francisco Board of
Supervisors as the replacement for departing Board mem-
ber San Francisco Supervisor Michela Alioto-Pier. In May
2005, San Francisco resident John Moylan returned to the
Board for his fourth appointment, this time as San Francis-
co Mayor Gavin Newsom’s appointee, replacing Stanley M.
Smith, who had served as Mayor Willie Brown’s appointee.

Maureen Middlebrook,
President, Board of Directors
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General Manager's Message

artnerships are crucial to the Golden Gate Bridge,
Highway and Transportation District’s (District)
success in fulfilling its mission to provide public
transportation services through the Golden Gate Bridge,
Golden Gate Transit, and Golden Gate Ferry. With our
many agency partners, we are continually working to iden-
tify and cultivate relationships as a means of enhancing
customer opportunities, improving overall efficiency, and
more effectively using our limited resources. The following
are just a few examples of the partnerships advanced over
the past year:

B Since initiating Golden Gate Transit bus services in the
early 1970s, we have partnered with the Marin County
Transit District (MCTD) to provide, on their behalf, local
bus services in Marin County using our existing infrastruc-
ture and workforce. This year we successfully negotiated a
new contract to continue providing these vital local servic-
es to over 3 million annual riders.

B With a goal of reducing the growing congestion along
the main thoroughfares in Marin County, in February 2003
a one-year pilot program dubbed “Ride & Roll” was
launched to provide students in grades 6 through 12 with
free bus tickets valid on weekdays during the school year.
Golden Gate Transit would provide the transportation on
existing bus routes. Funding was made available by the Bay
Area Air Quality Management District (BAAQMD) and the
County of Marin for the first semester, with continued sub-
sidy through the spring 2005 semester provided by the
County of Marin. Nearly 50 public and private schools par-
ticipated by distributing bus tickets and schedule informa-

tion to approximately 17,000 eligible students. By provid-
ing this free ride incentive, local traffic congestion was
reduced, and students learned about the benefits of public

transit. During the first semester 126,000 free
trips were taken and, by spring 2005, free trips
reached 256,000.

B Marin County is home to one of the nation’s
most treasured National Monuments—Muir
Woods. With nearly 1 million people visiting the
coastal redwoods each year, Muir Woods is one of

the busiest National Parks in the country. During
the summer of 2005, we joined forces with the
County of Marin to offer free shuttle bus service
on weekends and holidays to Muir Woods to
reduce the summertime gridlock that occurs

along the very busy, narrow, and winding road to
the monument (see photo of Muir Woods shuttle bus on
page 8). Ridership grew steadily throughout the summer,
serving 1,000 passengers on the highest ridership weekend.
Given the success of this one fundamental action—operat-
ing a free weekend shuttle—we are coordinating now with
the County of Marin to identify funding for next summer.

B The San Francisco Bay Area Water Transit Authority
(WTA) was formed in 1999 to expand ferry service. While in
the planning and development stages, WTA has partnered
with existing ferry operators to assist in growing ridership
through promotional events to introduce ferry transit to
potential new riders. Golden Gate Ferry and WTA part-
nered several times this past year to provide free rides to
attract new riders to our system. We are now working with
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WTA on additional programs for next year including tech-
nological improvements to our customer signage as an
added convenience and several other onboard incentive
promotions.

B This past summer we joined forces across the entire Bay
Area with 20 other transit systems in a new summertime
free-ride program. The program was sponsored by the
BAAQMD and Metropolitan Transportation Commission
(MTC). The idea was simple—offer free rides as an incentive
to get people out of their cars and into public transit on
days deemed by the BAAQMD to be “Spare the Air” days or
days when Bay Area air pollution reached unhealthy con-
centrations. From June 1 to October 14, 2005, during the
first five weekday Spare the Air days, transit rides would be
free from 4 a.m. to 9 a.m., and MTC and BAAQMD would
reimburse transit operators for the lost fare revenue. This
season just one Spare the Air day was declared, and we
experinced a 15 percent increase in ridership on both the
Sausalito and Larkspur ferry routes.

B The Golden Gate Bridge launched its FasTrak™ elec-
tronic toll collection system in 2000. Over the next few
years, the seven Bay Area toll bridges operated by the Cali-
fornia Department of Transportation (Caltrans) followed
suit. Initially, the two agencies opened and operated sepa-
rate customer service centers. After several years, it became
obvious that the customer service requirements were essen-
tially the same for both agencies, and consolidation of the
two centers could reduce costs.

June 7, 2005, marked the Grand Opening of a new Bay
Area Regional FasTrak Customer Service Center (CSC) in
San Francisco, with Mayor Gavin Newsom leading the rib-
bon cutting ceremony (see photo on page 8). The new CSC
combines two FasTrak service centers—one previously
operated by the District for Golden Gate Bridge FasTrak
customers and one operated by Caltrans. The newly merged

CSC offers improved customer services through its interac-
tive website at www.bayareafastrak.org and via telephone
at 1-877-BAY-TOLL. Now, not only can customers open
FasTrak accounts online, but they can also manage and
track their accounts online.

FasTrak use at the Golden Gate Bridge continues to
hold a high market share, with 70 percent of morning com-
muters and as many as 56 percent of afternoon commuters
using FasTrak to pay their tolls.

B One of our most important ongoing partnerships is our
Bridge Security Coalition which partners our own security
personnel with California Highway Patrol, U.S. Park Police,
U.S. Coast Guard, Golden Gate National Recreational Area
Rangers, along with the San Francisco Police, Marin Coun-
ty Sherift’s Office, and Federal Bureau of Investigation. The
primary coalition members collaborate continually and
share patrol duties at the Bridge.

These are just some of the programs that have allowed
us to connect with our many communities through a com-
mon bond—public transportation. We look forward to
continuing these programs and identifying new collabora-
tions for the future.

Celia G. Kupersmith,
General Manager and

Chief Executive Officer
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Board of Directors and
Exccutive Management Team

District Overview

The mission of the Golden Gate Bridge, Highway and Transportation District is
to provide safe and reliable operation, maintenance and enhancement of the
Golden Gate Bridge and to provide transportation services, as resources allow,

for customers within the U.S. Highway 101 Golden Gate Corridor. Board of Directors

Maureen Middlebrook, President, Sonoma County
John Moylan, 1st Vice President, City and County of San Francisco3

,824_' Albert J. Boro, 2nd Vice President, Marin County
District
Employees City and County Sonoma County Napa County
of San Francisco Mike Kerns Barbara L. Pahre
Tom Ammiano Michael F. Martini Mendocino County
Bevan Dufty .
. , . James C. Eddie
Sabrina Hernandez Marin County
Jake McGoldrick Harold C. Brown Del Norte County
Golden Gate Golden Gate Golden Gate Janet Reilly Cynthia L. Murray Gerald D. Cochran
Bridge Traffic Transit Riders Ferry Riders Gerardo Sandoval J. Dietrich Stroeh
38.8 million 7.5 million 1.8 million Leah C. Shahum
Officers of the Board
General Manager/CEO
St reine Celia G. Kupersmith
Revenues . Expenses Auditor-Controller/CFO Attorney

Joseph M. Wire David J. Miller

$140.7 million’ $127.7 million

Capital Capital
Grant Revenues —— Expense
$34.1 million2 $39.7 million

District Engineer
Denis J. Mulligan

Secretary of the District
Janet S. Tarantino

Deputy General Managers

Administration & Development
Teri W. Mantony

Bridge Division
Kary H. Witt

Bus Division
Susan C. Chiaroni

Ferry Division
Jim P. Swindler

1 The Board of Directors has designated $9 million in operating revenues to fund future capital
projects; any remaining excess of revenues over expenses has been placed in Unrestricted Net Assets.

2 The capital funding shortfall is funded by revenues designated for the capital projects by the Board
of Directors in past years.

3 Maryanne P. Harrison served as First Vice President until her passing in June 2005.
John Moylan was subsequently appointed as First Vice President on July 8, 2005. At the
close of the fiscal year, one Board position representing San Francisco was not yet filled.
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New steel bracing
installed inside
the Fort Point
arch structure.

Key Accomplishments

Golden Gate Bridge Seismic Retrofit Advances

he second phase of Golden Gate Bridge seismic

retrofit construction is nearing completion. The first

phase of construction retrofitted the north (Marin)
viaduct structures and was completed in 2002. Phase 2 is
retrofitting the south (San Francisco) approach structures
which includes the south approach viaduct, south anchor-
age housing, Fort Point arch, and two south pylons. Retro-
fit measures were developed that reflect each structure’s
individual behavior under seismic ground motions and
their interaction at points of interface while accommodat-
ing their already-in-place historic configuration. Without
closing the Golden Gate Bridge to traffic, the Phase 2 retro-
fit continued this fiscal year with the following highlights:

B The replacement of three steel support towers of the
south approach viaduct was completed using 540,383
pounds of new structural steel. Seismic isolation bearings
were installed at the top of these new supports and below
the roadway truss.

B The south approach viaduct was strengthened using
34,015 pounds of steel.

B The steel members and connections of the south
approach viaduct truss and Fort Point arch underwent
extensive strengthening with 2,034,757 pounds of structur-
al steel installed at various locations on the Fort Point arch,
along with the replacement of 16,351 rivets with new high-
strength bolts at the south approach viaduct truss and
139,914 at the Fort Point arch.

B At the south pylons, the addition of a protective con-
crete cover over the previously installed steel plating on the
external pylon walls advanced. At Pylon S1, 17,000 square
feet of 58,400 square feet was completed. An additional
62,000 square feet of concrete will soon be added at Pylon
S2. To date, at the pylons, over 5.6 million pounds of struc-
tural steel plating has been installed and seven miles of field
welding completed to connect steel plates. To complete
strengthening of the pylon walls, over 30,000 holes were
cored through the concrete walls and the same number of
steel rods were installed to connect the internal and exter-
nal steel plating.

Out of the Ordinary

The Golden Gate Bridge is not only a major San Fran-
cisco tourist destination and a vital transportation link but
the scene of many extraordinary activities. The sidewalks
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Santa and his caroling
elves at the Bridge,
December 2004.

are crossed by races and walks—the July 2004 Avon Walk
for Breast Cancer and the U.S. Half Marathon in October
2004 each drew 2,000 people, while the Girl Scouts Bridg-
ing Event drew about 4,000 participants in May 2005.

And it doesn’t stop there—in November 2004, actors
Reese Witherspoon and Mark Ruffalo visited the Golden
Gate Bridge to film a scene (which was chopped in the edit-
ing room) for their 2005 film release Just Like Heaven. In
April 2005, Anheuser-Busch filmed a segment of its “Clydes-
dales Across America—Budweiser’s Salute to American Heroes”
television commercial. The commercial aired in July 2005 as
a celebration of everyday American heroes and included
beautiful images of the famed span. Two notable cable tele-
vision programs featuring the Golden Gate Bridge were
filmed this year—National Geographic Channel’s Megastruc-
tures and the Travel Channel’s Extreme Maintenance.

Not to be forgotten was the very much out of the ordi-
nary passing of giant cranes under the Golden Gate Bridge
on March 5,2005. The two new super post-Panamax cranes
bound for the Port of Oakland were even bigger than the
three previous crane shipments that passed under the span
in October 2000 May 2002, and June 2002. The cranes were
delivered across the Pacific Ocean
from Shanghai, China, aboard
the Zhen Hua 1. At their apex, the
giant cranes are about the equiva-
lent of a 24-story building—two
stories taller than the newest
cranes already in place at the Port
of Oakland. The cranes, each esti-
mated at $7 million, will be able
to accommodate the newer wider
container ships currently being
used in the maritime industry.

Collectible Ornament Series Expands

The 2004 Second Annual Collectible Golden Gate Bridge
Holiday Ornament made the local headline news when
Santa and his caroling elves stopped by the
Golden Gate Bridge on December 14, 2004, to
pickup hisholiday order. The 2005 Third Annu-
al Collectible Ornament debuted in early 2005
and Santa plans on stopping by again! All three
collectible ornaments are available through the
online store at www.goldengate.org.

Website Enhancements

This year the District’s website underwent
several significant modifications. The entire
site, comprised of www.goldengate.org,
www.goldengatebridge.org, www.goldengateferry.org,and
www.goldengatetransit.org, was originally written in now-
obsolete web code. As a result, over the course of several
months, the site was re-engineered and converted to a
newer, more flexible code. The conversion, which went live
June 30, 2005, now allows staff to edit and manage the
majority of the site, minimizing consultant programming
fees.

A new section was added to the site to highlight the pol-
icy activities of the Board of Directors including their meet-
ing calendar, agendas, and reports. In addition, a new Mul-
timedia Gallery was added to share “our story” in a unique
and fun way. One section of the Gallery features eight short
video vignettes edited, with permission, from the 2003 “Bay
Area Backroads” program that featured the Golden Gate
Bridge and its employees. Another component of the
Gallery is an interactive virtual Bridge tour and walk.

Automatic Call Distribution Software Upgraded

In September 2004, the Golden Gate Transit Call Center
upgraded its Automatic Call Distribution Software to pro-
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Holiday Golden Gate
Bridge Collectible
Ornament, dubbed
Midnight Magic, fea-
tures a full moon ris-
ing behind the span.



Officiating at the
ribbon cutting cere-
mony for the Grand
Opening of the new
Regional FasTrak
Customer Service
Center on June 7,
2005, were San
Francisco Mayor
Gavin Newsom (l), Jon
Rubin Metropolitan
Transportation
Commission Chair,
and District Board
President Maureen

Middlebrook (r).

vide more advanced telephone services management. The

new application allows for real time statistical information
regarding call distribution as well as the ability to monitor
a Customer Service Representative’s performance, includ-
ing call duration and activity. Information regarding the
efficiency, types of calls received, and statistical data are eas-
ily accessed by the use of the new software application.
From January through June 2003, the Call Center answered
an average of approximately 15,300 calls per month.

Outreach Programs Undergo Audit

In May 2003, the Government Accounting Office (GAO)
audited the District’s transit information outreach activi-
ties. Of particular interest was outreach targeting popula-
tions with Limited English Proficiency. GAO staff observed
the District to be more responsive to its non-English speak-
ing populations than many other agencies around the

nation.

Financial Management System

In FY 2003/2004, the District started work on the imple-
mentation of a $4.5 million Financial Management Infor-
mation System designed to interface core finance, payroll

and human resource modules provided by SunGard Bi-
Tech, Inc. (SBI) with materials and maintenance manage-
ment modules provided by Spear Technologies, Inc.
(Spear). Project activities in FY 2004/2005 included the roll-
out of Spear Materials software used to manage purchasing
and warehouse inventory processes and implementation of
SBI Human Resources and Payroll systems in June 2003.

Service Extends to Hamilton Community

On October 18, 2004, Golden Gate Transit’s existing
weekday commute Route 58, which links Novato, CA, with
San Francisco’s Financial District, was extended into Nova-
to’s Hamilton Field community (Hamilton) with four new

stops. Hamilton is a planned community with more than

2,000 homes built on the site of the former military base at
Hamilcon. It is located in the Golden Gate Transit service
area in northern Marin County. With the added trips into
the Hamilton community, ridership on Route 58 has
increased by about 10 percent.

The Annual Report was developed by Mary Currie, Public Affairs Director;
employee photographs, pages 9 - 11, by Amorette Ko-Wong, Executive
Assistant to the General Manager; design by Shepard Associates Graphic
Design, San Rafael, CA; printed by Performance Printing, San Rafael, CA.
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Golden Gate Transit
provided the bus for a
new free shuttle serv-
ice to Muir Woods
National Monument
funded by the County
of Marin.



Employees of the Month Honored This Year

This is the first time I worked for a company that

cared so much. If anyone has a serious illness in the

family or loses a loved one, someone is always quick
to get a card for that person.”

Ricardo Martinez, Bridge Paint Laborer, October 2004
and 2004 Employee of the Year

“Working for such a historical landmark has been
an honor. I'm proud to be a part of a tradition
that’s stretched almost 70 years. It’s a company
you want to retire from.”

Jason Brewer, Bus Storekeeper, July 2004
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Working for Golden Gate Transit allows
me the opportunity to work with some of
the nicest people on earth!”

John Coyne, Bus Operator, August 2004

<«

tis an honor to work for a world icon,
with its unique issues. I enjoy the variety
of problem-solving, working with
dedicated staff; and knowing that my
contribution will directly assist in the
District’s future.”
Jennifer Mennucci, Budget and Program
Analysis Manager, January 2005



\

.

“It’s great to travel to other locations and see the Bridge in
posters and photos and know I work for such a well-known
establishment. I go out to do a job that is the best I can do,
have fun and enjoy the people I meet.

Jeffrey Atkins, Bus Operator, November 2004

“I have been charged with projects that will have a

profound effect on the future of the Golden Gate “My job is great as I am constantly

Bridge as well as District facilities. Being an employee challenged to solve new problems.
of the District is an experience I will never forget!” Plenty of variety!”

Gerardo Munsayac, Engineering Design Technician,

Tomasz Klys, Senior Systems
December 2004

Administrator, September 2004

“It is wonderful to work as part of
the Golden Gate Bridge family.
We do the best job we can and more.
I count it a special privilege to work
at one of the most famous icons in
the world.”

Daisy Chow, Engineering Office
Specialist, March 2005
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“Even though the District is enduring
budgetary challenges, I am continually
impressed with the positive feedback of
our passengers and honored to be part

of such a cobesive unit that displays
dedicated teamwork as the norm.”

Cynthia Amadea, Ferry Operations
Supervisor, June 2005

“Each day brings new challenges,

and 1 like that. I really enjoy the

friendships I've made with my
fellow workers.”

Pete Guthlein, Planning
Administrative Assistant, April 2005

“The work environment is
constantly changing — almost
by the minute. It could be
anything....the bus, passengers,
traffic, or weather. You’ve got to be

ready for it!”

Matthew Corbett, Bus Operator,
May 2005

2004-2005 ANNUAL REPORT | 11

“T am honored to have been selected by my
coworkers for this honor; without each one of them
I could not do my job. I would like to express my
appreciation to all Golden Gate employees.”

Sidney Thomas, Ferry Mechanic, February 2005
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MACIAS GINI & COMPANY e

The Board of Directors of the
Golden Gate Bridge, Highway
and Transportation District

San Francisco, California

Mt. Diablo Plaza

2175 N. California Boulevard
Suite 645

Walnut Creek, CA 94596-3565

925-274-0190
925-274-3819 fax

www.maciasgini.com

INDEPENDENT AUDITOR’S REPORT

e have audited the accompanying basic financial statements of the Golden Gate

Bridge, Highway and Transportation District (District) as of and for the years
ended June 30, 2005 and 2004. These financial statements are the responsibility of the
management of the District. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the District’s internal control
over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the District as of June 30, 2005 and 2004, and the changes
in its financial position and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

The accompanying supplemental schedule of revenues and expenses by division is
presented for purposes of additional analysis and is not a required part of the basic financial
statements of the District. Such additional information has not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion thereon.

Certified Public Accountants
Walnut Creek, California

November 4, 2005
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

YEARS ENDED JUNE 30, 2005 AND 2004

e following Management Discussion and Analysis (MD&A) of the Golden Gate
Bridge, Highway and Transportation District’s (District) activities and financial per-
formance provides an introduction to the financial statements of the District for the
fiscal years ended June 30, 2005 and 2004.
Following this MD&A are the basic financial statements of the District together with the
notes thereto which are essential to a full understanding of the data contained in the finan-
cial statements.

DISTRICT ACTIVITIES HIGHLIGHTS

In FY 2005, the District saw stabilization and even growth in some areas of its service lev-
els for the second year in a row. Patronage on the Bridge remained essentially flat, Ferry
patronage continued its growth trend and Bus patronage continued to fall. It is expected that

all of these trends will continue in the next year.

2005 2004 2003
Total Southbound
Vehicle Crossings 19,398,353 19,440,842 19,428,278
% increase (decrease) -0.2% 0.1%
Bus Patronage 7,545,015 7,940,527 8,472,938
% decrease -5.0% -6.3%
Ferry Patronage 1,751,945 1,660,990 1,575,072
% increase 5.5% 5.5%
Club Bus Riders 74,861 95,828 108,511
% decrease -21.9% -11.7%

The District is based in San Francisco and consists of four operating divisions: Bridge, Bus,
Ferry, and Rail, and an administrative District Division. Overseeing more than 800 employees
who work together in the public interest, the General Manager coordinates the operations of
all divisions according to the policy and direction of the District Board of Directors. The
District Board of Directors consists of 19 members representing the six member counties: San
Francisco, Marin, Sonoma, Del Norte, and parts of Mendocino and Napa Counties. In
FY 2005 approximately 19.4 million southbound vehicles crossed the Golden Gate Bridge and
9.3 million customers rode Golden Gate Transit.

The District is unique among Bay Area transit operations because it provides transit serv-
ices without support from direct sales tax measures or dedicated general funds. As the District
does not have the authority to levy taxes, the use of surplus Bridge toll revenue is the only

available local means the District has to support the District’s regional and transbay transit
services. Presently, Golden Gate Transit Bus and Ferry operations are funded approximately
41 percent by surplus Golden Gate Bridge tolls and 26 percent by transit fares. The remain-
der is primarily met by State and local funds received from Marin and Sonoma counties for
the provision of transit services.

FINANCIAL POSITION SUMMARY

Total net assets serve over time as a useful indicator of the District’s financial position. The
District’s assets exceeded liabilities by $468.5 million at June 30, 2005, a $38 million increase
from June 30, 2004.

A condensed summary of the District’s net assets at June 30 is shown below (in thousands):

2005 2004 2003

Assets:

Current and other assets $136,042 $123,851 $110,957

Capital assets 444,145 421,443 356,106
Total Assets 580,187 545,294 467,063
Liabilities:

Current Liabilities 31,639 34,369 32,639

Debt outstanding 61,000 61,000 61,000

Other non-current liabilities 19,002 19,187 18,154
Total Liabilities 111,641 114,556 111,793
Net Assets

Invested in capital assets, net of debt 383,145 360,443 295,106

Restricted for debt requirements 14,961 13,730 13,624

Unrestricted 70,440 56,565 46,540
Total Net Assets $468,546 $430,738 $355,270

The largest portion of the District’s net assets (81.8% at June 30, 2005) represents its invest-
ment in capital assets (e.g., Bridge, buses, ferries, buildings, improvements, and equipment),
less the related debt outstanding used to acquire those capital assets. The District uses these
capital assets to provide services to its patrons and passengers, and visitors to the Golden Gate
Bridge. Although the District’s investment in its capital assets is reported net of related debt,
itis noted that the resources required to repay this debt must be provided annually from oper-
ations, since the capital assets themselves cannot be used to liquidate liabilities.
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An additional portion of the District’s net assets (3.2% at June 30, 2005) represents
resources that are subject to external restrictions on how they can be used under Bond reso-
lutions. The remaining unrestricted net assets (15.0% at June 30, 2005) may be used to meet
the District’s capital and ongoing obligations.

FISCAL YEAR 2005 FINANCIAL OPERATIONS HIGHLIGHTS

B Operating revenues remained stable at $112.2 million. Gains in fare revenue were offset by
the loss of Bus patronage revenue in 2004.

B Operating expenses before depreciation increased by 0.7% from $116.9 million to $117.7
million. Inflationary cost increases, primarily in medical benefits and salaries, were offset
by full year savings from continuous efforts to control operations expenses, medical costs
and administrative costs.

B The operating loss before depreciation increased by 17.3% or $0.8 million from 2004.
Depreciation increased from $14.3 million in 2004 to $18.3 million in 2005 due primarily
to a review and subsequent revision of the useful life of a number of existing capital assets.
Operating loss before non-operating revenues and expenses increased from a loss of $19.1
million in 2004 to a loss of $23.8 million in 2005.

B Nonoperating net revenue increased from $19.4 million in 2004 to a net revenue of $27.5
million in 2005 due to the newly enacted Regional Measure 2 Funds to support our exist-
ing regional service to the East Bay and to the negotiation of a new contract to provide
local service in Marin County.

W Capital contributions received in the form of grants from the Federal and State govern-
ments decreased from $75.1 million in 2004 to $34.1 million in 2005 as a result of a
planned reduction in spending on Phase II of the seismic retrofit of the Bridge and com-
pletion in FY 2004 of several major projects which included the purchase of new buses and
the rehabilitation of our TMC buses.

FISCAL YEAR 2004 FINANCIAL OPERATIONS HIGHLIGHTS

B Operating revenues increased by 7.0% from $104.8 million to $112.2 million, principally
due to increased transit fares and the full year impact of a toll increase which took effect
on September 1, 2002.

B Operating expenses before depreciation decreased by 3.7% from $121.3 million to $116.9
million primarily as a result of decreases in transit services, offset by higher nation-wide
employee health benefit costs, labor costs and higher pension contributions due to the
drop in the nation’s equity markets.

B As a result of the above, the operating loss before depreciation decreased by 71.4% or $11.8
million from 2003. Depreciation decreased from $15.2 million in 2003 to $14.3 million in
2004. Operating loss before non-operating revenues and expenses decreased from a loss of
$31.8 million in 2003 to a loss of $19.1 million in 2004.

B Nonoperating revenue (expenses) increased from a net revenue of $16.9 million in 2003 to
a net revenue of $19.4 million in 2004 due principally to increased Federal operating assis-
tance.

B Capital contributions received in the form of grants from the Federal and State govern-
ments increased from $50.1 million in 2003 to $75.1 million in 2004 due to Phase II of the
seismic retrofit construction of the Bridge and the procurement of 80 buses for the Dis-
trict’s Bus division.

SUMMARY OF CHANGES IN NET ASSETS

(In thousands)

2005 2004 2003

Operating revenues $112,153 $112,155 $104,781
Operating expenses (117,706) (116,891) (121,344)
Loss before depreciation and other

nonoperating revenue and expenses (5,553) (4,736) (16,563)
Depreciation (18,285) (14,319) (15,192)
Operating Loss (23,838) (19,055) (31,755)
Other nonoperating revenue

and expenses, net 27,514 19,383 16,880
Income (loss) before capital contributions 3,676 328 (14,875)
Capital contributions 34,132 75,140 50,098
Increase in net assets $ 37,808 $ 75,468 $ 35,223

DISTRICT TOLLS AND FARES

Golden Gate Bridge tolls are set by Board Policy and change when determined necessary
by the Board. In June of 2002, the District Board approved a 66% increase in the auto cash
Bridge toll to $5.00 and a 33% increase in the FasTrak toll to $4.00, effective September 1,
2002. Since 1999, the District Board has set policy increasing both bus and ferry fares at vary-
ing percentages. The tolls and fares were as follows:

2005 2004 2003
Average Bridge Toll $4.34 $4.34 $4.09
Average Bus Fare $1.90 $1.73 $1.73
Average Ferry Fare $4.32 $4.16 $3.39
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REVENUES

The following chart shows the major sources and the percentage of operating revenues
for the year ended June 30, 2005 (tolls, transit fares, Bridge concessions and other):

REVENUE

Bridge Tolls 75.1%

Y

Other 2.5%

The operating assistance increase of 35.5% is mainly attributable to a new contract to pro-
vide local Bus service to Marin County and additional funding for regional Bus service to the
East Bay. Capital contributions have decreased by 55% due to the previous years completion
of the procurement of 80 new buses in FY 2004.

The District funds its operations with Bridge tolls, transit fares, government grants and
other revenues from operations or investments. The operations of the Bridge Division pro-
duce a surplus of Bridge toll revenue that is used to subsidize the transit operations. In addi-
tion, in years where there is not sufficient Bridge toll revenue to fully subsidize the transit
operations, funds are taken from District reserves to cover the shortfall. The reserves were
funded with surplus Bridge toll revenues from past years. The following table, which is derived
from the unaudited supplemental schedule, records how the divisions were funded in FY
2005. The table includes a $9 million transfer to reserves to be used to fund capital projects.

How Golden Gate District was funded in FY 2005 (in thousands):

Bridge Bus Ferry District
Division Division Division Total
GGB Tolls $49,400 $21,300 $13,500 $ 84,200
Patron Fares - 14,500 7,600 22,100
Ferry Fares 6.8% | Bus Fares 12.9% Other Revenue 3,700 1,700 500 5,900
Bridge Concessions 2.7% Government Grants 300 22,500 3,100 25,900
District Toll Reserves - - - -
A summary of revenues for the years ended June 30, 2005 and 2004 and the amount and per- Total $53,400 $60,000 $24,700 $138,100
centage of change in relation to prior year amounts is as follows (in thousands):
Increase/ Percent Increase/ Percent
2005 Percent (Decrease) Increase/ 2004 Percent (Decrease) Increase/
Amount of Total  From 2004 (Decrease) Amount of Total  From 2003 (Decrease)
Operating:
Bridge Tolls $ 84213 48.2% $ (207) -0.2% $ 84,420 40.7% $ 4993 6.3%
Bus Fares 14,514 8.3% 764 5.6% 13,750 6.6% (866) -5.9%
Ferry Fares 7,570 4.3% 668 9.7% 6,902 3.3% 1,559 29.2%
Bridge Concessions 3,017 1.7% 249 9.0% 2,768 1.3% 111 4.2%
Other 2,839 1.6% (1,476) -34.2% 4,315 2.1% 1,577 57.6%
Total Operating 112,153 64.1% (2) 0.0% 112,155 54.1% 7,374 7.0%
Nonoperating:
Operating Assistance 25,937 14.8% 6,800 35.5% 19,137 9.2% 4,091 27.2%
Investment Income 2,635 1.5% 1,817 222.1% 818 0.4% (1,773) -68.4%
Total Nonoperating 28,572 16.3% 8,617 43.2% 19,955 9.6% 2,318 13.1%
Capital Contributions 34,132 19.5% (41,008) -54.6% 75,140 36.3% 25,042 50.0%
Total Revenues $174,857 100.0% $(32,393) -15.6% $207,250 100.0% $34,734 20.1%
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EXPENSES

The following chart shows the major cost centers and the percentage of operating

expenses (excluding depreciation) for the year ended June 30, 2

EXPENSE

Bus 49.7%

Ferry 16.1% Rail 0.2%

005:

Bridge 34.0%

A summary of expenses for the years ended June 30, 2005 and 2004 and the amount and percentage of change in relation to prior year

amounts is as follows:

Increase/ Percent Increase/ Percent
2005 Percent  (Decrease) Increase/ 2004 Percent  (Decrease) Increase/
Amount of Total From 2004  (Decrease) Amount of Total  From 2003 (Decrease)

Operating:
Bridge $ 39,966 29.2% $ 315 0.8% $ 39,651 30.1% $ 2,207 5.9%
Bus 58,525 42.7% (1,688) -2.8% 60,213 45.7% (5,660) -8.6%
Ferry 18,977 13.8% 1,997 11.8% 16,980 12.9% (882) -4.9%
Rail 238 0.2% 191 406.4% 47 0.0% (118) -71.5%
Total Operating 117,706 85.9% 815 0.7% 116,891 88.7% (4,453) -3.7%
Interest Expense 1,058 0.8% 486 85.0% 572 0.4% (185) -24.4%
Depreciation 18,284 13.3% 3,965 27.7% 14,319 10.9% (873) -5.7%
Total Expenses $137,048 100.0% $5,266 4.0% $131,782 100.0% $(5,511) -4.0%

The 0.7% increase in operating expenses is mainly attributable to the full year impact of the significant reduction in transit services in
the previous year and efforts to reduce medical and administrative expenses. That reduction is offset by normal inflationary cost increase

and an increase in depreciation.
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FINANCIAL STATEMENTS

The District’s financial statements are prepared on an accrual basis in accordance with
generally accepted accounting principles promulgated by the Governmental Accounting
Standards Board. The District is structured as a single enterprise fund with revenues recog-
nized when earned, not when received. Expenses are recognized when incurred, not when they
are paid. Capital assets are capitalized and (except land and construction-in-progress) are
depreciated over their useful lives. Amounts are restricted for debt service and, where applica-
ble, for construction purposes. See the notes to the financial statements for a summary of the
District’s significant accounting policies.

CAPITAL ACQUISITIONS AND CONSTRUCTION ACTIVITIES

During 2005, the District expended $39.7 million, which is a decrease of $40.0 million or
50.0% below the amount expended in 2004, on capital activities. This included major con-
struction projects, principally the seismic retrofit projects ($31.0 million), installation of par-
ticulate matter (PM) traps on buses ($1.0 million), 80 bus replacements ($4.0 million), Lark-
spur ferry terminal berth dredging ($0.5 million), ferry security system improvement ($1.1
million) and the financial maintenance and management information system ($0.8 million).

During 2005, completed projects totaling $17.4 million, which is a decrease of $9.2 million
or 34.6% below the amount completed in 2004, were closed from construction-in-progress to
their respective capital accounts. The major completed projects included the core financial
portion of the financial maintenance and management information system ($1.6 million),
public safety railing ($5.2 million), 11 of the 80 bus replacements ($3.9 million), bus rehabili-
tation ($3.1 million) and the overhaul of the MV Del Norte ($0.9 million).

Capital asset acquisitions are capitalized at cost. Acquisitions are funded using a variety of
financing techniques, including Federal grants, with matching State grants and District
reserve funds, debt issuance, and District revenues. At June 30, 2005, the District had com-
mitments of approximately $12.1 million for bridge-related projects and approximately $0.4
million for other projects. Additional information on the District’s capital assets and com-
mitments can be found in the notes to the financial statements.

During 2004, the District expended $79.7 million, which is an increase of $19.6 million or
32.7% over the amount expended in 2003, on capital activities. This included major construc-
tion projects, principally the seismic retrofit project ($47.5 million), public safety railing ($0.8
million), 80 bus replacements ($24.3 million), bus rehabilitation ($1.5 million), ferry vessel
major components rehabilitation ($0.9 million) and the financial maintenance and manage-
ment information system ($1.6 million).

During 2004, completed projects totaling $26.6 million, which is a decrease of $69.7 mil-
lion or 72.4% below the amount completed in 2003, were closed from construction-in-
progress to their respective capital accounts. The major completed projects included the 80

bus replacements ($24.4 million) and ferry vessel major components rehabilitation ($0.7 mil-
lion).

Capital asset acquisitions are capitalized at cost. Acquisitions are funded using a variety of
financing techniques, including Federal grants, with matching State grants and District
reserve funds, debt issuance, and District revenues. At June 30, 2004, the District had com-
mitments of approximately $37.2 million for bridge-related projects and approximately $0.1
million for other projects.

DEBT ADMINISTRATION

OnJuly 12,2000, the District issued commercial paper notes in Series A and Series B in an
amount of $30,500,000 for each series to provide funds for the Golden Gate Bridge (Bridge)
seismic retrofit project and the renovation of main cables of the Bridge. The commercial paper
notes are secured by a pledge of the District’s revenues and two dedicated reserves, and addi-
tionally secured by a line of credit. Under this program, the District is able to issue commer-
cial paper notes at prevailing interest rates for period of maturity not to exceed 270 days. At
June 30, 2005, $61,000,000 in commercial paper notes was outstanding and maturing within
30 to 270 days, with interest ranging from 1.04% to 2.88% (0.79% to 1.06% in 2004). Once the
project is complete, the District plans to pay off the commercial paper over 22 years, begin-
ning in 2008.

CREDIT RATINGS AND BOND ISSUANCE

Standard & Poor’s and Fitch began rating the District in 2000 when the District issued
commercial paper for the first time. The District has the highest credit rating (AA- and A+) in
the nation for a single toll facility. These are implied credit ratings as the District has no out-
standing long-term debt. Currently, the District has $61 million in outstanding commercial
paper and has no plans at this time to increase that amount.

In connection with the sale of the commercial paper, the District has secured a Line of
Credit with J.P. Morgan to guarantee the payment of interest when due. As additional securi-
ty, the District established both an Operating Reserve Fund and a Debt Service Reserve Fund.
In FY 2003 Fitch set the short-term rating at F1 due to the economic and financial condition
of the District and the change in J. P. Morgan’s rating, the provider of the liquidity facility.

ADDITIONAL FINANCIAL INFORMATION

This financial report is designed to provide the District’s customers, investors and other
interested parties with an overview of the District’s financial operations and financial condi-
tion. Should the reader have questions regarding the information included in this report or
wish to request additional financial information, please contact the District’s Auditor-Con-
troller at Box 9000, Presidio Station, San Francisco, California 94129-0601.
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STATEMENTS OF NET ASSETS

JUNE 30, 2005 AND 2004 (In thousands)

ASSETS
CURRENT ASSETS:

Unrestricted assets:
Cash and cash equivalents
Investments
Capital and operating grants receivable
Accounts receivable
Maintenance inventories and supplies - at average cost
Prepaid expenses
Total unrestricted assets
Restricted assets:
Cash and cash equivalents

Total current assets

NONCURRENT ASSETS:
Capital assets
Nondepreciable capital assets:
Land
Construction in progress
Total nondepreciable capital assets
Depreciable capital assets:
Property and equipment:
Bridge, related buildings and equipment
Bus transit property and equipment
Ferry transit property and equipment
Rail transit property and equipment
Accumulated depreciation
Total depreciable capital assets
Total capital assets
Other assets

Total noncurrent assets
TOTAL ASSETS

See accompanying notes to the financial statements.

2005 2004

$ 38747 $ 47447
69,600 45,522
3,874 7,509
3,254 4296
2,503 2,761
2,293 1,879
120,271 109,414
14,961 13,730
135,232 123,144
18,026 18,026
160,181 137,884
178,207 155,910
256954 249255
126,215 123,922
77,886 77,295
438 438
(195,555)  (185,377)
265938 265533
444,145 421,443
810 707
444,955 422,150
$580,187  $ 545294

STATEMENTS OF NET ASSETS

JUNE 30, 2005 AND 2004 (In thousands)

LIABILITIES:
CURRENT LIABILITIES:

Trade accounts payable
Accrued liabilities
Deferred revenue
Accrued compensated absences
Contract retentions
Self-insurance liabilities
Commercial notes payable
Total current liabilities
NONCURRENT LIABILITIES:
Accrued compensated absences
Self-insurance liabilities
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS:
Invested in capital assets, net of related debt
Restricted for debt requirements

Unrestricted
TOTAL NET ASSETS

See accompanying notes to the financial statements.

2005 2004

$ 11,022 $ 8400
4429 4825
1,697 5,465

647 591
6,528 7,972
7,316 7,116
61,000 61,000
92,639 95,369
6,186 6,026
12,816 13,161
19,002 19,187
111,641 114,556
383,145 360,443
14,961 13,730
70,440 56,565
$468,546  $430,738
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

YEARS ENDED JUNE 30, 2005 AND 2004 (In thousands)

2005 2004 2005 2004
OPERATING REVENUES: NONOPERATING REVENUES (EXPENSES):
Bridge tolls $ 84213 $ 84,420 Pass-through federal capital assistance:
Transit fares 22,084 20,652 Translink and paratransit assistance 5,700 1,362
Bridge concessions 3,017 2,768 Translink and paratransit assistance pass-through (5,700) (1,362)
Other operating income 2,839 4315 Operating assistance:
Total operating revenues 112,153 112,155 State operating assistance 17,956 15,854
OPERATING EXPENSES: Federal operating assistance 4200 3,066
Operations 61,402 62,841 Local operating assistance 3,781 217
Maintenance 23,972 25916 Total operating assistance 25,937 19,137
General and administrative 32,332 28,134 Investment income 2,635 818
Depreciation 18,285 14,319 Interest expense (1,058) (572)
Total operating expenses 135,991 131,210 Total nonoperating revenues 27,514 19,383
OPERATING LOSS (23,838) (19,055) INCOME BEFORE CAPITAL CONTRIBUTIONS 3,676 328
CAPITAL CONTRIBUTIONS 34,132 75,140
See accompanying notes to the financial statements. INCREASE IN NET ASSETS 37,808 75,468
NET ASSETS, Beginning of year 430,738 355,270
NET ASSETS, End of year $468,546 $430,738
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STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2005 AND 2004 (In thousands)

2005 2004 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES: RECONCILIATION OF OPERATING LOSS TO
Cash receipts from customers $ 109,930 $113,463 NET CASH USED IN OPERATING ACTIVITIES:
Cash payments to suppliers for goods and services (58,215) (60,244) Operating loss $(23,838)  $(19,055)
Cash payments to employees for services (58,357) (62,348) Adjustments to reconcile operating loss
Net cash used in operating activities (6,642) (9,129) to net cash used in operating activities:
CASH FLOWS FROM NONCAPITAL Depreciation 18,285 14319
FINANCING ACTIVITIES: Gain from disposal of property and equipment (132) (195)
Operating grants received 24,439 17,639 Effect of changes in:
CASH FLOWS FROM CAPITAL AND RELATED Accounts receivable 1,419 (1,024)
FINANCING ACTIVITIES: Prepaid expenses (414) (73)
Capital contributions received 44965 73,336 Inventory and supplies 258 554
Capital grants disbursed to other agencies (5,700) (1,362) Other assets (103) (292)
Interest paid (1,058) (572) Trade accounts payable 1,976 (4,038)
Proceeds from sale of capital assets 132 225 Accrued liabilities (396) (2,129)
Release retention payable related to capital assets (1,444) - Deferred revenue (3,768) 1,973
Purchase of capital assets (40,341) (73,560) Accrued compensated absences 216 (285)
Net cash used in capital and related Self-insurance liabilities (145) 1,116
financing activities (3,440) (1,933) Net cash used in operating activities $ (6,642) $ (9,129)

CASH FLOWS FROM INVESTING ACTIVITIES: Supplemental disclosures of cash flow information:

Noncash capital and related financing and

Net proceeds (purchases) of investment securities (24,078) (13,157)
Investment income received 2,258 590 INVEStng activities:
Net cash used in investing activities (21,820) (12,567) Acquisition of capital assets in accounts payable
p p and contract retention $ 644 $ 6,126
NET DECREASE IN CASH AND EQUIVALENTS 7,469 ,990 . . .
Q ( ) ( ) Increase (decrease) in fair value of investments $ 771 $ (79)

CASH AND EQUIVALENTS, Beginning of year 61,177 67,167
CASH AND EQUIVALENTS, End of year $ 53,708 $ 61,177 See accompanying notes to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2005 AND 2004

1) ORGANIZATION

The Golden Gate Bridge, Highway and Transportation District (the “District”) is a political
subdivision of the State of California created by the legislature in 1923 and subject to regula-
tion under the Bridge and Highway District Act, as amended. The District operates the Gold-
en Gate Bridge, operates bus service primarily in Marin, San Francisco and Sonoma counties
and operates ferry service between Marin and San Francisco counties. The disbursement of
funds received by the District is controlled by statute and by provisions of various grant con-
tracts entered into with the federal government, the State of California and certain counties
within the District. The District is based in San Francisco and consists of four operating divi-
sions, Bridge, Bus, Ferry, and Rail, and an administrative District Division. The District Divi-
sion has no revenues and all of its expenses are allocated to general and administrative expens-
es of the other Divisions (see Note 12).

2) SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity - The District’s reporting entity includes all activities of the District.

Basis of Accounting - The District is a single enterprise fund and maintains its records on the
accrual basis of accounting. Under this method, revenues are recorded when earned and
expenses are recorded when the related liability is incurred.

The District has elected under Governmental Accounting Standards Board (GASB) Statement
No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities
That Use Proprietary Fund Accounting, to apply all applicable GASB pronouncements, as well as
any applicable pronouncements of the Financial Accounting Standards Board, the Account-
ing Principles Board, or any Accounting Research Bulletins issued on or before November 30,
1989, unless those pronouncements conflict with or contradict GASB pronouncements.

Cash Equivalents - The District considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents (see Note 3).

Investments - are stated at fair value in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain Investments and for External Investment Pools (see Note 3). Statutes
authorize the District to invest in obligations of the U.S. Treasury, its agencies and instru-
mentalities; certificates of deposit; commercial paper rated A-1 by Standard and Poor’s Cor-
poration or P-1 by Moody’s Commercial Paper Record; bankers’ acceptances; repurchase
agreements; reverse repurchase agreements; and the State Treasurer’s investment pool.
Restricted Assets - consist of monies and other resources which are restricted legally as
described below:

Special Operating Fund — These assets are restricted for the Bridge Division operating expenses
and principal of and interest on the 2000 commercial paper notes which must be at least equal
to the lesser of $12,000,000 or 12% of the principal amount of all notes then outstanding.

Debt Reserve Fund — These assets represent the 2000 commercial paper notes proceeds held in
Debt Reserve Account which must be at least equal to the lesser of 125% of average annual
debt service on all notes then outstanding or 10% of the principal amount of all notes then
outstanding.

Capital assets - The District defines capital assets as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of one year. Major additions and
replacements are capitalized. Maintenance, repairs and additions of a minor nature are
expensed as incurred. The costs of acquisition and construction of equipment and facilities
are recorded in construction in progress until such assets are completed and placed in service,
at which time the District commences recording depreciation expense.

Depreciation - is calculated on the straight-line method over the estimated useful lives of the

assets, as follows:

Bridge structural components 100 years
Bridge buildings, toll plaza structure, deck

and approach roadways and sidewalks 50 years
Buses 12 - 16 years
Ferry boats 25 - 30 years
Other transit properties 5 - 50 years

Effective July 1, 2004, the District changed its estimates of the ferry boats’ useful lives from a
maximum life of 40 years to 25 years for high-speed ferry boats and 30 years for all other ferry
boats. The District made this change to better reflect the estimated periods during which the
ferry boats will remain in service. This change had the effect of increasing depreciation
expense and operating loss by $5,522,000 in fiscal year 2005.

Capitalization of interest — Interest costs incurred that relate to the acquisition or construction
of property and equipment acquired with tax-exempt debt is capitalized. The amount of inter-
est to be capitalized is calculated by offsetting interest expense incurred from the date of the
borrowing until completion of the project, with interest earned on invested debt proceeds over
the same period. Capitalized interest cost is prorated to completed projects based on the com-
pletion date of each project. No interest was capitalized for the years ended June 30, 2005 and
2004.

Operating assistance grants are recorded as revenue when earned.

Capital contributions - The District has grant contracts with the U.S. Department of Trans-
portation through the Federal Transit Administration for certain capital improvements. Fed-
eral Transit Administration funds are used to replace and improve the District’s buses, ferries

2004-2005 ANNUAL REPORT | 21



and transit facilities. The District also has contracts with CalTrans for State Transit Assistance
funds, which are used either to match Federal Transit Administration grants or to fund tran-
sit improvement projects. Capital funding provided under government grants is considered
earned as the related allowable expenditures are incurred.

Grants for property and equipment acquisition and facility development and rehabilitation
are reported in the statement of revenues, expenses and changes in net assets, after nonoper-
ating revenues and expenses as capital contributions.

The District’s capital contributions for the years ended June 30, 2005 and 2004 are as follows
(in thousands):

Bridge Bus Ferry Rail
Division Division Division Division Total

Capital contributions in fiscal 2004:

U.S. Department

of Transportation $51,409 $22,533 $1,020 $ - $74962
State Transit Assistance - 173 S - 178
Total capital contributions $51,409  $22,706 $1,025 $ - $75,140
Capital contributions in fiscal 2005:

U.S. Department

of Transportation $27522 $ 5,122 $ 898 $ - $33,542
U.S. Department

of Homeland Security S5 - 492 - 547
Local Assistance - 43 - - 43
Total capital contributions $27577  $5,165 $1,390 $ - $34132

Compensated Absences - Accumulated vacation and sick leave are recorded as an expense and
liability as the benefits accrue to employees.

Operating Revenues and Expenses - consists of those revenues that result from the ongoing
principal operations of the District. Operating revenues consist primarily of bridge tolls, tran-
sit fares and gift center sales. Nonoperating revenues and expenses consist of those revenues
and expenses that are related to financing and investing type of activities and result from
nonexchange transactions or ancillary activities. When an expense is incurred for purposes for
which there are both restricted and unrestricted net assets available, it is the District’s policy
to apply those expenses to restricted net assets to the extent such are available and then to
unrestricted net assets.

Net Assets - comprise the various net earnings from operating income, nonoperating rev-
enues, expenses and capital contributions. Net assets are classified in the following three com-
ponents:

Invested in capital assets, net of related debt - This component of net assets consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any

bonds, mortgages, notes or other borrowings that are attributable to the acquisition, con-
struction or improvement of those assets. If there are significant unspent related debt pro-
ceeds at year-end, the portion of the debt attributable to the unspent proceeds are not includ-
ed in the calculation of invested in capital assets, net of related debt. Rather, that portion of
the debt is included in the same net assets component as the unspent proceeds.

Restricted - This component of net assets consists of external constraints imposed by creditors
(such as through debt covenants), grantors, contributors, or laws or regulations of other gov-
ernments or constraints imposed by law through constitutional provisions or enabling legis-
lation, that restrict the use of net assets.

Unprestricted - This component of net assets consists of net assets that do not meet the defini-
tion of “restricted” or “invested in capital assets, net of related debt.”

Pension Plans - The District participates in several pension plans covering all employees. Cer-
tain union members are covered under single employer or multi-employer plans while other
union and nonunion employees participate in the State of California’s Public Employees’
Retirement System. Pension contributions are based on rates established by negotiated labor
contracts or by the actual plans. The District’s policy is to fund pension costs as accrued (see
Note 8).

Postemployment Health Care Benefits - The District provides postemployment health care ben-
efits to certain employees and their dependents. The District recognizes the expenses for such

costs on a pay-as-you-go basis (see Note 9).

Effects of New Pronouncements -The District is currently analyzing its accounting practices to
determine the potential impact on the financial statements for the following GASB State-

ments:

In November 2003, GASB issued Statement No. 42, Accounting and Financial Reporting for
Impairment of Capital Assets and for Insurance Recoveries. This statement establishes accounting
and financial reporting standards for impairment of capital assets. A capital asset is consid-
ered impaired when its service utility has declined significantly and unexpectedly. This state-
ment also clarifies and establishes accounting requirements for insurance recoveries. This
statement is effective for the District’s fiscal year ending June 30, 2006.

In April 2004, GASB issued Statement No. 43, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans. This statement establishes uniform financial reporting stan-
dards for other postemployment benefits (OPEB) plans. The approach followed in this state-
ment generally is consistent with the approach adopted for defined benefit pension plans with
modifications to reflect differences between pension plans and OPEB plans. The statement
applies for OPEB trust funds included in the financial reports of plan sponsors or employers,
as well as for the stand-alone financial reports of OPEB plans or the public employee retire-
ment systems, or other third parties, that administer them. This statement also provides
requirements for reporting of OPEB funds by administrators of multiple-employer OPEB
plans, when the fund used to accumulate assets and pay benefits or premiums when due is
not a trust fund. This statement is effective for the District’s fiscal year ending June 30, 2007.
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In June 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions, which addresses how state and local govern-
ments should account for and report their costs and obligations related to postemployment
healthcare and other nonpension benefits. Collectively, these benefits are commonly referred
to as other postemployment benefits, or OPEB. The statement generally requires that employ-
ers account for and report the annual cost of OPEB and the outstanding obligations and
commitments related to OPEB in essentially the same manner as they currently do for pen-
sions. Annual OPEB cost for most employers will be based on actuarially determined amounts
that, if paid on an ongoing basis, generally would provide sufficient resources to pay benefits
as they come due. This statement’s provisions may be applied prospectively and do not require
governments to fund their OPEB plans. An employer may establish its OPEB liability at zero
as of the beginning of the initial year of implementation; however, the unfunded actuarial lia-
bility is required to be amortized over future periods. This statement also establishes disclo-
sure requirements for information about the plans in which an employer participates, the
funding policy followed, the actuarial valuation process and assumptions, and, for certain
employers, the extent to which the plan has been funded over time. This statement is effective
for the District’s fiscal year ending June 30, 2008.

In December 2004, GASB issued Statement No. 46, Net Assets Restricted by Enabling Legislation —
an amendment of GASB Statement No. 34, which requires that limitations on the use of net assets
imposed by enabling legislation be reported as restricted net assets. This statement clarifies
that a legally enforceable enabling legislation restriction is one that a party external to a gov-
ernment - such as citizens, public interest groups, or the judiciary - can compel a government
to honor. This statement also specifies the accounting and financial reporting requirements
if new enabling legislation replaces existing enabling legislation or if legal enforceability is
reevaluated. Finally, this statement requires governments to disclose the portion of total net
assets that is restricted by enabling legislation. Application of this statement is effective for the
District’s fiscal year ending June 30, 2006.

In June 2005, GASB issued Statement No. 47, Accounting for Termination Benefits, which estab-
lishes accounting standards for termination benefits. More specifically, this statement
requires employers to disclose a description of the termination benefit arrangement, the cost
of the termination benefits (required in the period in which the employer becomes obligated
if that information is not otherwise identifiable form information displayed on the face of the
financial statements), and significant methods and assumptions used to determine termina-
tion benefit liabilities. Application of this statement is effective for the District in two parts.
For termination benefits provided through an existing defined benefit OPEB plan, the provi-
sions of this statement will be implemented simultaneously with the requirements of State-
ment 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than

Pensions. For all other termination benefits, application of this statement is effective for the
District’s fiscal year ending June 30, 2006.

Use of Estimates - The preparation of basic financial statements in conformity with account-
ing principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Reclassifications - Certain 2004 amounts have been reclassified to conform to the 2005 pres-
entation.

3) CASH AND INVESTMENTS

The District maintains cash and investments that are available for general use subject to prior
Board designations and debt covenant restrictions. At June 30, cash and investments are com-
prised of the following (in thousands):

2005 2004
Reported as:
Unrestricted:
Cash and cash equivalents $ 38,747 $ 47447
Investments 69,600 45,522
Total unrestricted cash and investments 108,347 92,969
Restricted:
Cash and cash equivalents 14,961 13,730
Total cash and investments $123,308 $106,699

Deposits - Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank fail-
ure, the District’s deposits may not be returned to it. The California Government Code
requires California banks and savings and loan associations to secure governmental deposits
by pledging government securities as collateral. The market value of pledged securities must
equal at least 110% of the District’s deposits. California law also allows financial institutions
to secure governmental deposits by pledging first trust deed mortgage notes having a value of
150% of the District’s total deposits. Such collateral is considered to be held in the District’s
name. As of June 30, 2005 (and 2004), of the District’s bank balance of $7,191,000 (2004,
$9,151,000), approximately $5,926,000 (2004, $7,553,000) held in contract retention escrow
accounts are uninsured and uncollateralized.

2004-2005 ANNUAL REPORT | 23



Investments
At June 30, 2005 and 2004 cash and investments were comprised of the following (in thou-

sands):
June 30, 2005 June 30, 2004
Investment Investment
Fair (Maturities in Years) Fair (Maturities in Years)

Investments Value Less than 1 1-5 Value Less than 1 1-5
Federal Agency Bonds $ - $ - $ - $ 3,673 $ - $ 3,673
Federal Agency Notes 33,680 9,240 24,440 26,608 - 26,608
Federal Agency Notes (Callable) 15,198 - 15,198 5,627 - 5,627
Medium-term Corporate Notes 20,721 7,054 13,667 9,415 2,073 7,342
Commercial Paper 13,773 13,773 - 13,572 13,572 -
Investment in State Treasurer’s

Investment Pool 33,923 33,923 - 38,937 38,937 -
Federal Obligation Mutual Funds 218 218 - 143 143 -
Total investments 117,513 $64,208 $53,305 97,975 $54,725 $43,250
Cash and deposits
Demand deposits 5,766 8,497
Nonnegotiable certificates of deposit - 199
Cash on hand 29 28

$123,308 $106,699

Interest Rate Risk - Interest rate risk is the risk that changes in market rates will adversely affect
the fair market value of an investment. State law limits investment maturities to five years as
a means of managing entities’ exposure to fair value losses arising from increasing interest
rates. In addition, the District limits eligible commercial paper to have a maximum maturity
of 270 days or less. The District invests in callable Federal Agency notes as noted above. These
issues are sensitive to interest rate changes and are callable at par prior to maturity based on
these rate changes.

Credit Risk - The District’s investment policy limits corporate commercial paper and medi-
um-term corporate notes investments as follows:

Corporate commercial paper rated in the highest short-term category, as rated A-1 by Stan-
dard and Poor’s Corporation or P-1 by Moody’s; provided that the issuing corporation is
organized and operating within the United States, has total assets of $500 million and has a
“A” or higher rating for its long-term debt.

Medium-term corporate notes issued by corporations organized and operating within the
United States or by depository institutions licensed by the United States or any State and
operating within the United States may be purchased. These notes are to be rated at a level of
“A” its equivalent or better by a nationally recognized rating service.
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As of June 30, 2005 and 2004, District held investments in corporate commercial paper and
medium corporate notes with the following Standard and Poor’s Corporation ratings and

amounts (in thousands):

Investment Rating 2005 2004
Corporate commercial paper A-1+ $ 7,764 $ 7,625
Corporate commercial paper A-1 6,009 5,947
Total corporate commercial paper $13,773 $13,572
Medium-term corporate notes AA- $16,705 $ 5237
Medium-term corporate notes AAA 4016 4,178
Total medium corporate notes $20,721 $ 9415

In addition, the District’s investments in Federal Agency Bonds, Federal Agency Notes and
Federal Obligation mutual funds have a credit rating of AAA from Standard and Poor’s Cor-
poration as of June 30, 2005 and 2004.

As of June 30, 2005 and 2004, the District’s investment in the State Treasurer’s investment
pool (LAIF) is $33,923,000 and $38,937,000, respectively. The total amount invested by all
public agencies in LAIF at those dates is $18,573,278,000 and $21,950,645,000, respectively.
LAIF is part of the State of California Pooled Money Investment Account (PMIA). Of the total
invested in PMIA, 97.59% and 98.40% is invested in non-derivative financial products and
2.41% and 1.60% in structured notes and asset-backed securities as of June 30, 2005 and 2004,
respectively. The Local Investment Advisory Board (Board) has oversight responsibility for
LAIF. The Board consists of five members as designated by State Statute. The value of the pool
shares in LAIF, which may be withdrawn, is determined on an amortized cost basis, which is
different than the fair value of the District’s position in the pool. The District’s investment in
LAIF is unrated.

Concentration of Credit Risk - The District limits the purchase of medium-term corporate
notes to not exceed 30% of the District’s surplus money. At June 30, 2005 and 2004, these
investments are 17.6% and 9.6%, respectively, of the District’s total investments. At June 30,
2005 and 2004, the District holds more than 5% of the District’s investments in the following

issuers:
Investment 2005 2004
Morgan Stanley DW Commercial Paper 5.12% 6.08%
YorkTown Capital LLC Commercial Paper 6.62% 7.79%
FHLB 24.09% 22.12%
FHLMC 9.95% 5.36%
FNMA 7.63% 9.22%
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4) CAPITAL ASSETS

Capital asset activity for the years ended June 30, 2005 and 2004 was as follows (in thousands):

Capital assets, not being depreciated:
Land
Construction in progress
Total capital assets, not being depreciated
Capital assets, being depreciated:
Bridge, related buildings and equipment
Bus transit property and equipment
Ferry transit property and equipment
Rail transit property and equipment
Total capital assets, being depreciated
Accumulated depreciation
Bridge, related buildings and equipment
Bus transit property and equipment
Ferry transit property and equipment
Rail transit property and equipment
Less accumulated depreciation
Total capital assets, being depreciated, net

Total capital assets, net

Balance Balance
July 1, Reductions/ June 30,
2004 Additions  Adjustments Transfers 2005

$ 18,026 $ - $ - $ - $ 18,026
137,884 39,681 - (17,384) 160,181
155,910 39,681 - (17,384) 178,207
249,255 23 (83) 7,759 256,954
123,922 1,283 (7,694) 8,704 126,215
77,295 - (330) 921 77,886
438 - - - 438
450,910 1,306 (8,107) 17,384 461,493
(78,176) (6,620) 77 (37) (84,756
(67,451) (5,490) 7,707 37 (65,196
(39,391) (6,146) 323 - (45,214
(359) (29) - - (388
(185,377) (18,283) 8,107 - (195,555
265,533 (16,979) - 17,384 265,938

$ 421,443 $ 22,702 $ - $ - $ 444,145
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Balance Balance

July 1, Reductions/ June 30,
2003 Additions  Adjustments Transfers 2004
Capital assets, not being depreciated:
Land $ 18,026 $ - $ - $ - $ 18026
Construction in progress 84,792 79,686 (26,594) 137,884
Total capital assets, not being depreciated 102,818 79,686 - (26,594) 155,910
Capital assets, being depreciated:
Bridge, related buildings and equipment 248,211 - (253) 1,297 249,255
Bus transit property and equipment 109,439 - (10,029) 24,512 123,922
Ferry transit property and equipment 76,520 - (10) 785 77,295
Rail transit property and equipment 439 - (1) - 438
Total capital assets, being depreciated 434,609 - (10,293) 26,594 450,910
Accumulated depreciation
Bridge, related buildings and equipment (72,639) (5,843) 297 10 (78,175)
Bus transit property and equipment (71,457) (5,948) 9,964 (10) (67,451)
Ferry transit property and equipment (36,895) (2,500) 4 - (39,391)
Rail transit property and equipment (330) (29) - - (359)
Less accumulated depreciation (181,322) (14,320) 10,265 - (185,377)
Total capital assets, being depreciated, net 253,287 (14,320) (28) 26,594 265,533
Total capital assets, net $ 356,105 $ 65,366 $ (28 $ - $ 421,443

Construction in progress consists of the following projects at June 30, 2005 and 2004
(in thousands):

2005 2004
Bridge seismic retrofit - Phase II $148,483 $120,217
Bridge seismic retrofit - Phase III 2,890 110
Bridge security system 99 46
Bridge safety railing - 5,134
Bridge main cable restoration 802 756
District MIS-financial 724 1,646
Ferry LFT berth dredging 571 92
Ferry security system improvement 1,250 130
Ferry drydocking - 898
Bus replacement 2,237 5,239 AtJune 30, 2005 and 2004, the District had commitments of approximately $12,113,000 and
Other 3,125 3,616 $37,237,000, respectively, for bridge-related projects and approximately $411,000 and
Total construction in progress $160,181  $137,884 $144,000 for other projects.
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5) COMMERCIAL PAPER NOTES PAYABLE

On July 12, 2000, the District issued commercial paper notes Series A and Series B in an
amount of $30,500,000 for each series to provide funds for the Golden Gate Bridge (Bridge)
seismic retrofit project and the renovation of main cables of the Bridge. The commercial paper
notes are secured by a pledge of the District’s revenues and additionally secured by a line of
credit. Under this program, the District is able to issue commercial paper notes at prevailing
interest rates for periods of maturity not to exceed 270 days. At June 30, 2005, $61,000,000 in
commercial paper notes was outstanding and maturing within 30 to 270 days, with interest
ranging from 1.04% to 2.88%.

6) CAPITAL GRANTS PASSED-THROUGH TO MTC

The District passed-through its federal capital assistance allocation of $5,700,000 and
$1,362,000 for the years ended June 30, 2005 and 2004, respectively, of which $5,222,000 and
$1,362,000 was passed through to the Metropolitan Transportation Commission (MTC) for
the Translink Project and $478,000 and $0 was passed through to the County of Marin for
the “South Marin Parklands Comprehensive Transportation Management Plan”. This
amount was recognized as nonoperating revenue and expense in the financial statements.

7) OPERATING ASSISTANCE

The District receives operating assistance from various federal, state and local sources. Trans-
portation Development Act funds are received from the state through Marin and Sonoma
Counties to meet, in part, the District’s operating requirements based on annual claims filed
by the District and approved by the MTC. Federal funds are distributed to the District by the
Federal Transit Administration after approval by MTC. The District also receives Marin
County Transit local funds and other amounts of assistance from other state agencies.

Operating assistance is summarized as follows for the years ended June 30, 2005 and 2004 (in

thousands):

2005 2004
Transportation Development Act $13,582 $13,395
Federal Transit Administration 4,200 3,066
State Transit Assistance 2,094 2,214
Marin County Transit local funds 3,622 217
Regional Measure 2 2,100 -
CalTrans 179 180
Other 160 65
Total $25937  $19,137

8) PENSION PLANS
CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT FUND

Plan Description - All permanent District employees (except bus and ferry operators and deck-
hands) are eligible to participate in the Public Employees’ Retirement Fund (the “Fund”) of
the State of California’s Public Employees’ Retirement System (“CALPERS”). The Fund is an
agent multi-employer defined benefit retirement plan that acts as a common investment and
administrative agent for various local and state governmental agencies within the State of Cal-
ifornia. The Fund provides retirement, disability, and death benefits based on employees’ age,
years of service, and average of three highest years’ compensation. Employees vest after five
years of service and may receive retirement benefits commencing at age 50. These benefit pro-
visions and all other requirements are established by state statute. A stand-alone report for the
District’s plan is not available; however, copies of the Fund’s annual financial report may be
obtained from CALPERS’ executive office: 400 P Street, Sacramento, CA 95814.

Funding Policy - Active plan members in the CALPERS are required to contribute 7.0% of their
annual covered salary. In addition, the District is required to contribute at an actuarially deter-
mined rate. Based on the actuarial valuation as of June 30, 2002, the contribution rate was
8.48% for fiscal year 2005 while the contribution rate was 4.04% for fiscal year 2004 and no
contributions were required for fiscal year 2003. The contribution requirements of plan mem-
bers and the District are established by State statute and the employer contribution rate is
established and may be amended by CALPERS.

Annual Pension Cost - For fiscal years ended June 30, 2005, 2004, and 2003, the District’s annu-
al pension costs for CALPERS was $4,963,000, $3,834,000, and $0, respectively. The required
contribution for the year ended June 30, 2005 was determined as part of the June 30, 2002
actuarial valuations, using the entry age normal actuarial cost method. The actuarial assump-
tions included (a) 8.25% investment rate of return (net of administrative expenses), (b) pro-
jected annual salary increases that vary by duration of service and (c) 3.75% per year cost-of-
living adjustments. Both (a) and (b) included an inflation component of 3.50%. The actuarial
value of CALPERS assets was determined using techniques that smooth the effects of short-
term volatility in the market value of investments over a 3-year period. CALPERS overfunded
actuarial accrued liability is being amortized as a percentage of projected payroll on a closed
basis. The remaining amortization period as of June 30, 2004 is 30 years.

Funding progress information for the District for 2005 is unavailable as of the date of this

report.
SCHEDULE OF FUNDING PROGRESS (in thousands)
Entry Age Overfunded
Actuarial Normal Annual Assets
Valuation Value of Accrued Overfunded Funded Covered asa %
Date Assets Liability Assets Ratio Payroll of Payroll
6/30/02 $169,966  $168,486 $1,480 100.9% $32,833 4.5%
6/30/03 169,923 195,259  (25,336) 87.0% 34,343 (73.8%)
6/30/04 177,512 204,776 (27,264) 86.7% 32,986  (82.7%)
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GOLDEN GATE TRANSIT - AMALGAMATED RETIREMENT PLAN

Plan Description - The District’s bus operators participate in the Golden Gate Transit - Amal-
gamated Retirement Plan (“GGT-ARP”), a single employer defined benefit pension plan fund-
ed by the District and administered by a Board of Trustees consisting of District and union
representatives. This plan provides retirement, disability and death benefits based on employ-
ees’ age, years of service, and average compensation. Employees may receive normal retirement
benefits based on a predetermined formula. Copies of the GGT-ARP’s annual financial report
may be obtained from the District.

Funding Policy - The District’s contribution to the GGT-ARP is a result of collective bargain-
ing. As of January 1, 2003, the District was required to make contributions to GGT-ARP. Prior
to this time, the previous contribution was made through July 22, 1999. The contribution rate
was 15.165% of eligible earnings. There is no provision for employee contributions.

Annual Pension Cost - For the fiscal years ended June 30, 2005, 2004, and 2003, the District’s
annual pension cost for the GGT-ARP was equal to the negotiated contribution amount and
actuarially required contribution. The actuarial cost method for determining the annual pen-
sion cost was the entry age normal cost method. The actuarial assumptions included (a) 8.0%
investment rate of return (net of investment expenses), (b) projected 5.5% of annual salary
increases that includes a 12.0% increase for seniority wage increases.

The actuarial value of assets was determined using a method that smoothes the effects of
short-term volatility in the market value of investments by recognizing one-third of the dif-
ference between the expected actuarial value of assets and the market value of assets.

The District’s funding progress information as of January 1, 2005 is illustrated as follows:

SCHEDULE OF FUNDING PROGRESS (in thousands)

Excess
Assets/
Excess (Unfunded
Entry Age Assets/ Accrued
Actuarial Normal  (Unfunded Annual Liability)
Valuation Value of Accrued Accrued Funded Covered asa %
Date Assets Liability Liability) Ratio Payroll of Payroll
1/1/03 $111,546  $113349  $(1,803) 98.4% $23,660 (7.6%)
1/1/04 112,137 118,371 (6,234) 94.7% 22952 (27.2%)
1/1/05 115,857 120,251 (4,394) 96.3% 20,249 (21.7%)

Actuarially Determined Contributions Required and Contributions Made - The District’s contri-
butions to GGT-ARP for the years ended June 30, 2005, 2004 and 2003, are the result of col-
lective bargaining. The total annual pension cost and funded contributions were $2,730,000,
$3,150,000 and $1,698,000 for the years ended June 30, 2005, 2004 and 2003, respectively
(15.2%, 15.2%, and 7.4% of current covered payroll of $18,007,000, $20,774,000, and
$22,922,000 for 2005, 2004 and 2003, respectively).

OTHER RETIREMENT PLANS

The District’s ferry operators and deckhands participate in the Inlandboatmen’s Union of the
Pacific National Pension Plan (“Inlandboatmen’s”) or the MEBA Towboat Operators Pension
Trust (“MEBA”). Inlandboatmen’s and MEBA are union-administered cost-sharing multiple-
employer defined benefit pension plans in which the District is a participant. Annual pension
cost for the Inlandboatmen’s plan was $181,000, $203,000, and $229,000 for the years ended
June 30, 2005, 2004, and 2003, respectively. The District contributed to Inlandboatmen’s
8.4%, 8.8%, and 8.5% of payroll for covered employees for the years ended June 30, 2005, 2004,
and 2003, respectively. The District’s covered payroll for employees participating in this plan
was $2,160,000, $2,308,000, and $2,700,000 for the years ended June 30, 2005, 2004, and
2003, respectively. Annual pension cost for the MEBA plan was $96,000, $105,000, and
$106,000 for the years ended June 30, 2005, 2004, and 2003, respectively. The District con-
tributed to MEBA 9.8%, 9.8%, and 9.7% of payroll for covered employees for the years ended
June 30, 2005, 2004, and 2003, respectively. The District’s covered payroll for employees par-
ticipating in this plan was $991,000, $1,067,000, and $1,086,000 for the years ended June 30,
2005, 2004, and 2003, respectively.

9) POSTEMPLOYMENT HEALTH CARE BENEFITS

In addition to the pension benefits described in Note 8, the District provides postemployment
health care benefits. For all employees hired on or after August 9, 1991, the benefits are pro-
vided to retiree and dependent coverage based on a point system comprised of age plus years
of service as follows: 1) The District does not contribute toward the cost of postemployment
health benefits for retirees whose combination of age and number of years of service amounts
to less than 70 points. 2) The retiree contributes the normal contribution paid by all retirees
plus 30% of the COBRA rates for the coverage they select if their contribution of age and num-
ber of years of service falls within 70-74 points. 3) The retiree contributes the normal contri-
bution paid by all retirees plus 20% of the COBRA rates for the coverage they select if their
combination of age and number of years of service falls within 75-79 points. 4) The retiree
contributes the normal contribution paid by all retirees for the coverage they select if their
combination of age and number of years of service is greater than 80 points.

The benefits are also provided to all employees, hired between July 1,1983 through August 8,
1991, who retire from the District on or after attaining age 55 with at least 10 years of service.
For those employees age 55 with at least 15 years of service, survivor and dependent care ben-
efits are also received. If the employee began employment at the District prior to January 1,
1983, the benefits are provided on or after attaining age 50 with at least 5 years of service. Cur-
rently 605 retirees meet the eligibility requirements. Retirees under the age of 60 who choose
a Preferred Provider rather than a Health Maintenance Organization are required to pay
$145.00 per month for family coverage. For single coverage, the premium is $72.50 per
month. Between the age of 60 and 65, the retiree is responsible for only the cost of the
Medicare contribution, or $78.20 per month for 2005. Retirees under the age of 60 enrolled
in an HMO will pay only the Medicare contribution rate. Expenses for postretirement health
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care benefits are recognized on a pay-as-you-go basis. Postretirement health care benefits expense was $4,630,000 and $4,956,000 for the years ended June 30, 2005 and

2004, respectively.

10) SELF-INSURANCE

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees and patrons;

natural disasters; employee, retiree and dependent health benefits. The District is self-insured for its general liability, workers” compensation, auto liability and public

transportation liabilities. The District has set aside assets for claim settlements associated with the above risks of loss up to certain limits.

Self-insurance and limits are as follows:

Type of Coverage

General /Vehicle Liability

Workers Compensation

Health Benefits

Railroad Liability

Boiler and Machinery

Bus Fleet

Property (earthquake/flood)

Bridge Physical Use and Occupancy

Ferry Hull, Machinery

Marine
Crime and Dishonesty

Public Officials Liability

Self-Insurance

$5,000,000 per occurrence
$1,000,000 per claim

$100,000 per individual

$10,000 per accident

$1,000 per accident

$5,000,000 per occurrence
$250,000 (5% per structure)

30 days $15,000,000 per occurrence

$350,000 annual aggregate
$100,000 annual aggregate
$25,000 per occurrence
(faithful performance)

$1,000 per occurrence forgery
$5,000 all other

$100,000 Each Wrongful Act

$100,000 Each Employment Practices

Excess Coverage

$75,000,000

$10,000,000 (statutory limits)
$150,000 stop loss/ w carve outs
$1,000,000 accident/$2mil aggregate
$1,000,000 per occurrence
$30,000,000 per occurrence
$45,000,000 per occurrence/aggregate
Property: $25,000,000 per occurrence/aggregate
Time Element: $25,000,000
$1,000,000 per occurrence
$75,000,000 per occurrence
$1,000,000 Faithful

$500,000 Forgery/Alteration
$500,000 Theft Inside/Toll

$15,000 All other locations
$1,000,000 Computer Fraud
$5,000,000 per Occurrence/ aggregate

All property is insured at full replacement value. To date, no settlement amounts have exceeded commercial insurance coverage for the last three years.

The District’s estimated self-insurance liability is based on requirements of GASB Statements No. 10 and 30. These statements require a liability for claims to be report-

ed if information prior to issuance of the financial statements indicates that it is probable that a liability has been incurred and the amount of loss can be reasonably

estimated. The actuarially determined liability includes allocated expenses and a provision for incurred but not reported claims.
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Changes in the balances of claims liabilities for the years ended June 30, 2005 and 2004 areas ~ VCA identifies two other Potential Responsible Parties, the National Park Service and the U.S.

follows (in thousands): Army, who may be required to share in any costs associated with the Phase II remediation.
2005 2004 Because the RI has not been completed in these areas, it is not possible at this time to deter-

Selfiinsurance liabilities, beginning of fiscal year $20277 $19.161 m%ne any potential cleanup costs for Phase II, and what the District’s share of those costs
Incurred claims and changes in estimates 3,974 7,063 might be.
Claim payments and related costs (4,119) (5,947)
Total self-insured claims liabilities 20,132 20,277

Less current portion (7,316) (7,116)

Non-current portion $12.816 $13,161

11) DESIGNATION OF DISTRICT FUNDS

The Board of Directors has designated available funds for seismic retrofit of the Bridge, other
Bridge maintenance and transit capital projects. In addition, the Board has restricted funds
due to the legal requirements of the commercial paper program, possible operational emer-
gencies, and self insured losses.

12) ALLOCATION OF DISTRICT DIVISION EXPENSE

For the years ended June 30, 2005 and 2004, District Division expense has been allocated to
the operating divisions (included in general and administrative expenses) by resolution of the

Board of Directors as follows (in thousands):

2005 2004
Bridge $ 9,506 $ 8,430
Bus 7,890 6,012
Ferry 3,615 1,847
Rail 210 -
Total $21,221 $16,289

13) ENVIRONMENTAL REMEDIATION

During 1992, the District discovered lead contamination in the soil beneath the north and
south approaches to the Bridge. The District entered into a Voluntary Cleanup Agreement
(VCA) with the State of California Department of Toxic Substances Control to effect a Reme-
dial Action Plan for the first phase of a two-phased cleanup program and a Remedial Investi-
gation (RI) for the second phase. The District has completed the Phase I cleanup under the
VCA and has expensed approximately $6.5 million for that work. The VCA requires that the
District complete an RI of the Phase Il areas, but does not require the District to actually com-
plete the remediation. It is likely that remediation will be required under Phase II; however, the
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SUPPLEMENTAL SCHEDULE OF REVENUES AND EXPENSES BY DIVISION (NON-GAAP BASIS)

YEARS ENDED JUNE 30, 2005 AND 2004 (In thousands)

Total Bridge Division Bus Division Ferry Division Rail Division
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
OPERATING REVENUES:
Bridge tolls $84,213 $84,420 $84,213 $84,420 $ - % - $ - $ - - $ -
Transit fares 22,084 20,652 - - 14,514 13,750 7,570 6,902 - -
Bridge concessions 3,017 2,768 3,017 2,768 - - - - - -
Other operating income 2,839 4315 574 642 1,613 1,826 348 1,566 304 281
Total operating revenues 112,153 112,155 87,804 87,830 16,127 15,576 7,918 8,468 304 281
OPERATING EXPENSES:
Operations 61,402 62,841 13,959 12,724 36,839 40,055 10,606 10,062 (2) -
Maintenance 23,972 25,916 13,853 13,003 7915 9,860 2,192 3,006 12 47
General and administrative 32,332 28,134 12,154 13,924 13,771 10,298 6,179 3,912 228 -
Depreciation 18,285 14,319 6,413 5,843 5,633 5,947 6,209 2,500 30 29
Total operating expenses 135,991 131,210 46,379 45,494 64,158 66,160 25,186 19,480 268 76
OPERATING INCOME (LOSS) (23838)  (19,055) 41425 42336 (48031)  (50,584)  (17,268)  (11,012) 36 205
NONOPERATING REVENUES (EXPENSES):
Operating assistance:
State operating assistance 17,956 15,854 179 180 15,444 13,115 2333 2,559 - -
Federal operating assistance 4,200 3,066 - - 3,445 2,549 755 517 - -
Local operating assistance 3,781 217 127 - 3,654 280 - - - (63)
Total operating assistance 25937 19,137 306 180 22,543 15,944 3,088 3,076 - (63)
Investment income 2,635 818 2,635 818 - - - - - -
Interest expense (1,058) (572) (1,058) (572) - - - - - -
Contribution to capital (9,000) (9,000) (6,109) (5,954) (2,125) (2,191) (766) (855) - -
Total nonoperating revenues (expenses) 18,514 10,383 (4,226) (5,528) 20,418 13,753 2,322 2,221 - (63)
NET INCOME (LOSS) (5,324) (8,672) 37,199 36,808 (27,613) (36,831) (14,946) (8,791) 36 142
DEPRECIATION ON CAPITAL ASSETS ACQUIRED
WITH CAPITAL GRANTS 9,366 8,500 1,430 1,383 5,863 5,368 2,070 1,735 3 14
EXCESS REVENUES (LOSS) $ 4,042 $ (172) $38,629 $38,191 $(21,750)  $(31,463)  $(12,876) $(7,056) 39 $156
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