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INDEPENDENT AUDITOR’S REPORT

Board of Directors
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San Francisco, California

We have audited the accompanying financial statements of the San Francisco Zoological Society (the
Society), which comprise the statements of financial position as of June 30, 2013 and 2012, and the
related statements of activities and cash flows for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

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 audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the San Francisco Zoological Society as of June 30, 2013 and 2012, and the changes
in its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

w‘b —A‘
/ -
GILBERT ASSOCIATES, INC.
Sacramento, California

September 6, 2013



SAN FRANCISCO ZOOLOGICAL SOCIETY

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2013 AND 2012

013 012
CURRENT ASSETS:
Cash and cash equivalents $ 9,285,940 $ 6,168,269
Current portion of contributions receivable 431,250 535,339
Bequests and other receivables 240,052 2,164,778
Prepaid expenses 176,544 148,097
Total current assets 10,133,786 9,016,483
CONTRIBUTIONS RECEIVABLE, Net 209,759 583,553
CHARITABLE REMAINDER TRUST ASSETS 233,388 202,264
INVESTMENTS 6,806,893 6,729,392
PROPERTY AND EQUIPMENT, Net 436,302 394,818
TOTAL ASSETS $ 17,820,128 $ 16,926,510
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 654,345 $ 570,451
Accrued expenses 1,154,532 978,787
Deferred revenue 1,005,330 1,002,443
Current portion of long-term debt 252,409 230,549
Due to the City and County of San Francisco 188,451 375,057
Total current liabilities 3,255,067 3,157,287
LONG-TERM DEBT, Net 805,905 1,210,675
Total liabilities 4,060,972 4,367,962
NET ASSETS:
Unrestricted 5,404,894 3,687,275
Temporarily restricted 4,152,368 4,676,379
Permanently restricted 4,201,894 4,194,894
Total net assets 13,759,156 12,558,548
TOTAL LIABILITIES AND NET ASSETS $ 17,820,128 $ 16,926,510

The accompanying notes are an integral part of these financial statements.



SAN FRANCISCO ZOOLOGICAL SOCIETY

STATEMENTS OF ACTIVITIES (Page 1 of 2)
YEARS ENDED JUNE 30, 2013 AND 2012

UNRESTRICTED NET ASSETS:
REVENUES AND SUPPORT:
Program revenues:

Admissions

Membership dues

Retail commissions

Retail sales, rides and rentals

Parking

Education

Fundraising and ticketed events (net of direct benefit to
donors of $330,834 in 2013 and $301,430 in 2012)

Children's Zoo

Total program revenue
Other support:
Management fee
Contributions and bequests
Other income
Satisfaction of restrictions, operations

Total revenues and support

OPERATING EXPENSES:
Program services:
Animals, collections and exhibits
Education
Children's Zoo
Membership services
Retail operations
Admissions and other program expenses

Total program services

Supporting services:
General and administrative
Marketing
Fundraising

Total supporting services
Total operating expenses

INCOME FROM OPERATIONS

2013 2012
$ 6229665 $ 5,692,480
2,220,981 1,897,784
1,366,132 1,240,940
1,324,883 1,044,500
926,386 906,540
544,092 485,216
439,680 669,163
51,954 49,711
13,103,773 11,986,334
4,120,000 4,120,000
2,286,358 1,834,486
21,041 21,009
147,194 157,171
19,678,366 18,119,000
9,799,359 9,357,325
1,042,038 946,966
1,027,794 1,008,774
829,301 638,960
761,835 738,048
1,193,583 1,123,488
14,653,910 13,813,561
1,541,451 1,250,118
986,701 1,042,672
735,412 699,821
3,263,564 2,992,611
17,917,474 16,806,172
$ 1,760,892 $ 1,312,828

The accompanying notes are an integral part of these financial statements.



SAN FRANCISCO ZOOLOGICAL SOCIETY

STATEMENTS OF ACTIVITIES (Page 2 of 2)
YEARS ENDED JUNE 30, 2013 AND 2012

UNRESTRICTED NET ASSETS (CONTINUED):
Investment income
Depreciation expense
Capital expenditures to be gifted to the City and
County of San Francisco
Other capital expenditures
Satisfaction of restrictions, capital

INCREASE IN UNRESTRICTED NET ASSETS

TEMPORARILY RESTRICTED NET ASSETS:
Contributions
Change in value of charitable remainder trust assets
Investment income
Satisfaction of restrictions, operations
Satisfaction of restrictions, capital

INCREASE (DECREASE) IN TEMPORARILY
RESTRICTED NET ASSETS

PERMANENTLY RESTRICTED NET ASSETS:
Contributions

INCREASE IN NET ASSETS
NET ASSETS, Beginning of Year

NET ASSETS, End of Year

013 012
53,877 39,000
(97,150) (98,787)
(2,564,449) (933,146)
(117,171) (203,869)
2,681,620 1,137,015
1,717,619 1,253,041
2,256,061 3,902,135
31,124 (20,967)
17,618 22,206
(147,194) (157,171)
(2,681,620) (1,137,015)
(524,011) 2,609,188

7,000

1,200,608 3,862,229
12,558,548 8,696,319
$ 13,759,156  $ 12,558,548

The accompanying notes are an integral part of these financial statements.



SAN FRANCISCO ZOOLOGICAL SOCIETY

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2013 AND 2012

CASH FLOWS FROM OPERATING ACTIVITIES:
Increase in net assets
Reconciliation to net cash provided by operating activities:
Depreciation
Net realized and unrealized loss on investments
Permanently restricted contributions
Donated property and equipment
Loss on disposal of property and equipment
Changes in:
Bequests and other receivables
Prepaid expenses
Contributions receivable
Charitable remainder trust assets
Accounts payable
Accrued expenses
Deferred revenue
Due to the City and County of San Francisco
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments
Purchases of property and equipment
Net cash used by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Permanently restricted contributions
Repayment on long-term debt
Net cash used by financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beginning of Year
CASH AND CASH EQUIVALENTS, End of Year

SUPPLEMENTAL ACTIVITY:
Cash paid for interest

013 012
$ 1200608 $ 3,862,229
97,150 98,787
297 11,025
(7,000)
(2,530)
3,326
1,924,726 (1,640,987)
(28,447) 22,759
477,883 (180,553)
(31,124) 20,967
83,894 143,081
175,745 58,173
2,887 78,693
(186,606) 116,475
3,713,339 2,588,119
(77,798) (71,364)
(141,960) (27,130)
(219,758) (98,494)
7,000
(382,910) (227,533)
(375,910) (227,533)
3,117,671 2,262,092
6,168,269 3,906,177
$ 0285940 $ 6,168,269
$ 16636  $ 22,253

The accompanying notes are an integral part of these financial statements.



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

ORGANIZATION AND OPERATIONS

The San Francisco Zoological Society (the Society) is a nonprofit public benefit corporation
organized in 1954 for charitable, scientific, and educational purposes for the study and promotion
of zoology and wildlife conservation and for the education and recreation of the public.

The Society currently provides a wide range of services for the City and County of San Francisco
(the City) at the San Francisco Zoological Gardens (the Zoo). The Society and the City have
negotiated a management agreement, which incorporates animal care, management of all facilities,
operations, community support, and public services.

SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation — The financial statements are prepared
on the accrual basis of accounting and in conformity with professional standards applicable to not-
for-profit entities. The Society reports information regarding its financial position and activities
according to three classes of net assets: unrestricted, temporarily restricted, and permanently
restricted.

Revenue recognition — Contributions and bequests are recognized in full when received or
unconditionally promised, in accordance with professional standards. All contributions are
considered available for unrestricted use unless specifically restricted by donors for future periods
or specific purposes. Donor-restricted amounts are reported as increases in temporarily or
permanently restricted net assets. Temporarily restricted net assets become unrestricted, and are
reported in the statement of activities as satisfaction of restrictions, when the time restrictions
expire or the contributions are used for the restricted purposes. Permanently restricted net assets
are those net assets whose use by the Society is restricted by donor-imposed stipulations that neither
expire by the passage of time nor can be fulfilled and removed by the actions of the Society and
consist of contributions to the Society’s endowment fund.

Education and special event revenue is recognized when the related event occurs. Membership
revenue is recognized over the term of the membership, typically one year.

Donated materials, equipment, and professional services are recorded as in-kind donations and
recognized at the estimated fair value as of the date of donation or service. Contributed services
that do not meet the criteria for recognition are not reflected in the financial statements.

Cash and cash equivalents — For financial statement purposes, the Society considers all
investments with an initial maturity of three months or less at time of purchase to be cash
equivalents, unless held for long-term purposes.

The Society minimizes credit risk associated with cash by periodically evaluating the credit quality
of its primary financial institution. The balance at times may exceed federally insured limits. The
Society has not experienced any losses in such accounts and management believes the Society is
not exposed to any significant credit risk related to cash.

Investments are stated at fair value.



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

Charitable remainder trust assets include the fair value of the Society’s remainder interest in
irrevocable trusts for which the Society is the secondary beneficiary. The fair value of the Society’s
remainder interest in irrevocable trusts is determined using investment returns consistent with the
composition of the asset portfolios, life expectancies, and the discount rates of 1.2% and 3.5% at
June 30, 2013 and 2012, respectively. Irrevocable charitable trusts whose use is limited by the
Society due to time or donor-imposed restrictions increase temporarily restricted net assets.

Property and equipment is stated at cost or, if donated, at the estimated fair market value at the
date of donation. The Society capitalizes all expenditures for property and equipment in excess of
$1,500. Depreciation is computed using the straight-line method over estimated useful lives of
individual assets ranging from 3 to 39 years.

Pursuant to the management agreement with the City of San Francisco (Note 12), property and
equipment of the Society consists of furniture, furnishings and articles of movable personal
property installed in the Zoo, by or for the account of the Society, without expense to the City, and
which can be removed without structural or other material damage to the Zoo. The City retains title
to all real property and all appurtenances, fixtures, improvements, equipment, additions and other
property attached to or installed in the Zoo. Capital expenditures by the Society for property and
equipment for which the Society does not retain title are expensed when incurred and are donated to
the City as a gift upon completion.

Functional expenses — The costs of providing the program and supporting services have been
summarized on a functional basis in the statements of activities. Certain costs have been allocated
to program services based on estimates of employees’ time incurred and management’s estimate of
the usage of resources.

Income taxes — The Society is exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code. The Society has implemented the amended accounting principles related to the
accounting for uncertainty in income taxes and has determined there is no material impact on the
financial statements.

Use of estimates — The preparation of financial statements in conformity with accounting 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.

Subsequent events have been reviewed through September 6, 2013, the date the financial
statements were available to be issued.



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

CONTRIBUTIONS RECEIVABLE

The Society recognizes contributions receivable at their estimated fair value. Fair value is

determined by calculating the present value of the estimated future cash flows. The discount rates
used in determining the net present value of contributions receivable ranged from 1.0% to 3.2%.

Contributions receivable are due to be collected as follows:

2013 2012
Within one year $ 431250 % 535,339
In one to five years 209,759 583,553
Contributions receivable, net $ 641,009 $ 1,118,892

CONDITIONAL PROMISES TO GIVE

In 2011, the Society received a $1,000,000 conditional promise to give from a donor. The Society
must raise certain matching funds as a condition of this promise to give. In accordance with
professional standards, during the year ended June 30, 2012, the Society received and recognized
$500,000 of revenue related to this promise to give for which the conditions have been met. No

amounts were received or recognized during the year ended June 30, 2013.

INVESTMENTS

Investments consist of the following:

2013 2012

Cash and cash equivalents $ 1,842,021 $ 1,834,498
Fixed income mutual fund — short-term bond 2,590,678 2,548,886
Fixed income mutual fund — ultra-short bond 2,374,194 2,346,008
Total investments $ 6806893 $ 6,729,392
Investment income consists of the following:

Interest and dividends $ 71,792 $ 72,231
Net realized and unrealized loss (297) (11,025)
Total investment income $ 71495 $ 61,206




SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

FAIR VALUE MEASUREMENTS

Fair value is a market-based measurement, not an entity-specific measurement. For some assets
and liabilities, observable market transactions or market information might be available. For other
assets and liabilities, observable market transactions and market information might not be available.
However, the objective of a fair value measurement in both cases is the same—to estimate the price
at which an orderly transaction to sell the asset or to transfer the liability would take place between
market participants at the measurement date under current market conditions (that is, an exit price
at the measurement date from the perspective of a market participant that holds the asset or owes
the liability).

In order to increase consistency and comparability in fair value measurements, a fair value
hierarchy that prioritizes observable and unobservable inputs is used to measure fair value into
three broad levels, as follows:

Level 1 Inputs Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical assets or liabilities.

Level 2 Inputs Inputs other than quoted prices in active markets that are observable either
directly or indirectly.

Level 3 Inputs Unobservable inputs for the asset or liability.

When a price for an identical asset or liability is not observable, a reporting entity measures fair
value using another valuation technique that maximizes the use of relevant observable inputs and
minimizes the use of unobservable inputs. Because fair value is a market-based measurement, it is
measured using the assumptions that market participants would use when pricing the asset or
liability, including assumptions about risk. As a result, a reporting entity’s intention to hold an
asset or to settle or otherwise fulfill a liability is not relevant when measuring fair value.

The Society’s assets are classified as follows:

Year ending June 30, 2013: Level 1 Level 2 Level 3
Investments $ 6,806,893
Charitable remainder interests receivable
from third parties $ 233,388
Total $ 60806893 % $ 233,388
Year ending June 30, 2012: Level 1 Level 2 Level 3
Investments $ 6,729,392
Charitable remainder interests receivable
from third parties $ 202,264
Total $ 6,729392 $ $ 202,264

10



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

The Society’s investments are classified within Level 1 of the fair value hierarchy because they are
valued using quoted market prices, broker or dealer quotations, or alternative sources with
reasonable levels of price transparency. The Society’s charitable remainder interests receivable
from third parties are classified within Level 3 of the hierarchy because determination of the
present value of future cash flows is based on little or no market data and requires management to
develop their own assumptions. Changes in the Level 3 charitable remainder interest receivables

for the year ending June 30 consist of:

2013 2012
July 1 $ 202,264 % 223,231
Unrealized increase (decrease) in fair value 31,124 (20,967)
June 30 $ 233388 $ 202,264
PROPERTY AND EQUIPMENT
Property and equipment consist of the following:

2013 2012
Machinery and equipment $ 1,100,336 $ 979,276
Furniture and fixtures 348,091 348,091
Software 348,229 348,229
Other 29,871 28,351

Total 1,826,527 1,703,947

Less accumulated depreciation and amortization (1,390,225) (1,309,129)
Total $ 436,302 $ 394,818

Management estimates that approximately 57% and 55% of depreciation expense relates to
program services and 43% and 45% to supporting services for the years ended June 30, 2013 and

2012, respectively.

DONATED MATERIALS AND SERVICES

The Society received donated materials and services, which were used for the following activities:

2013 2012
Auction items and catering services $ 72,408 $ 46,160
Professional services 22,269
Legal services 8,000 4,500
Marketing services 220,600
Other 4,221 11,871
Total donated materials and services $ 106,898 $ 283,131

11



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

NET ASSETS

Temporarily restricted net assets are available for the following purposes:

2013 2012

Estate bequest — animal care $ 1914524 $ 1,950,000
Capital program 1,450,699 2,098,723
Charitable remainder trust assets — time restricted 233,388 202,264
Conservation 96,216 110,340
Other projects 457,541 315,052
Total $ 4152368 $ 4,676,379
Permanently restricted net assets consist of the following:

General operations $ 2516282 $ 2,516,282
Conservation 1,000,000 1,000,000
Education 472,712 472,712
Other projects 212,900 205,900
Total $ 4201894 $ 4,194,894

The Society’s endowment consists of approximately nineteen individual donor restricted
endowment funds and two board-designated endowment funds for a variety of purposes. The net
assets associated with endowment funds, including funds designated by the Board of Directors to
function as endowments, are classified and reported based on the existence or absence of donor
imposed restrictions.

The Board of Directors has interpreted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the original gift as of the gift date of the donor restricted
endowment funds absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Society classifies as permanently restricted net assets, (a) the original value of
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (c) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the donor restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure of the Society in a manner consistent with the standard of prudence
prescribed by UPMIFA. In accordance with UPMIFA, the Society considers the following factors
in making a determination to appropriate or accumulate endowment funds:

1) The duration and preservation of the fund

2) The purposes of the Society and the donor-restricted endowment fund

3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total return from income and the appreciation of investments
6) Other resources of the Society

7) The investment policies of the Society

12



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

The Society had the following endowment activities during the years ended June 30, 2013 and

2012:

Year ending June 30, 2013:

Endowment net assets, beginning of year
Contributions

Investment income, net of fees

Realized and unrealized loss on investments

Endowment net assets, end of year

Year ending June 30, 2012:

Endowment net assets, beginning of year
Investment income, net of fees

Realized and unrealized loss on investments

Endowment net assets, end of year

Board
Designated Permanently
Unrestricted Restricted

$ 2534498 $ 4,194,894

7,000
70,798
(297)
$ 2604999 $ 4,201,894
Board
Designated Permanently
Unrestricted Restricted

$ 2474159 $ 4,194,894
71,364
(11,025)

$ 2534498 $ 4,194,894

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the value of the initial and subsequent donor gift amounts (deficit). When
donor endowment deficits exist, they are classified as a reduction of unrestricted net assets. These
deficits resulted from unfavorable market fluctuations and authorized appropriation that was
deemed prudent.

The Society has adopted endowment investment policies that attempt to provide a predictable
stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of endowment assets. Under this policy, the return objective for the endowment
assets, measured over a full market cycle, shall be to maximize the return against a blended index,
based on the endowment’s target allocation applied to the appropriate individual benchmarks.

To achieve its long-term rate of return objectives, the Society relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized
gains) and current yield (interest and dividends). The Society targets a diversified asset allocation
that places greater emphasis on fixed income investments to achieve its long-term objectives within
prudent risk constraints.

13



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

10.

The Board of Directors of the Society determines the method to be used to appropriate board-
designated endowment funds for expenditure. Calculations are performed for individual
endowment funds at a rate of 5% of the average last three years ending endowment fund balance.
The corresponding calculated spending allocations are distributed in the second quarter from the
current net total or accumulated net total investment returns for individual endowment funds. In
establishing this policy, the Board of Directors considered the expected long term rate of return on
its endowment. Accordingly, over the long term, the Society expects the current spending policy to
allow its endowment to grow at an average of 4% annually, consistent with its intention to maintain
the purchasing power of the endowment assets as well as to provide additional real growth through
new gifts.

LONG-TERM DEBT

Long-term debt consists of the following:

2013 2012

Payable to the City, principal payment of $250,000 paid on

October 1, 2009, monthly payments of $8,442 beginning July

2010, including principal and interest of 3.75% per annum,

unpaid principal and interest due August 2018. $ 315905 $ 550,333
Payable to the San Francisco Public Utilities Commission, with

0% interest if scheduled payments are made as agreed and 5%

per annum if scheduled payments are not made as agreed;

principal payments of $148,481 due annually beginning July

31, 2010, until maturity at July 31, 2017. 742,409 890,891

Total 1,058,314 1,441,224

Less current portion (252,409) (230,549)
Long-term debt, net $ 805905 $ 1,210,675
Scheduled annual maturities of long-term debt are as follows:
Year ending June 30:

2014 $ 252,409

2015 243,458

2016 247,082

2017 166,885

2018 148,480
Total $ 1,058,314
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SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

11.

12.

PENSION PLAN

The Society has a defined contribution plan covering all full-time employees not covered by a
collective bargaining agreement. The plan calls for contributions of five percent of covered salaries
and is funded by the purchase of insurance annuity contracts. Total plan costs were $163,031 and
$155,017 in June 30, 2013 and 2012, respectively.

CITY AND COUNTY OF SAN FRANCISCO

San Francisco Zoo management agreement — The Society has negotiated a management
agreement (the Agreement) with the City, acting through its Recreation and Park Commission,
which was approved by the Board of Supervisors on September 7, 1993 and effective on October 9,
1993.

The Agreement originally expired on June 30, 1998, and provides for additional automatic
extensions for successive periods of five years, not to exceed ninety-nine years. The next automatic
extension of the Agreement is in 2018. Generally, under the Agreement, the Society receives an
annual management fee from the City plus all admission fees, and in turn, is responsible for all
operating and maintenance expenses incurred in the operation of the Zoo.

The management fee under the contract’s current extension period is $4,120,000 per year and will
be adjusted upon each subsequent extension based upon the terms in the Agreement.

Operating expenses incurred under the Agreement by the Society for the years ended June 30, 2013
and 2012, were $1,373,811 and $1,425,009, respectively.

Animal purchase and exchange fund — In accordance with the Agreement, all amounts held by
the City in the animal purchase and exchange fund, which was established pursuant to

Section 10.187 of the City’s Administrative Code, are appropriated to the Society for the purpose of
animal purchases at the Zoo annually. In addition, all proceeds from sale or other disposition of
animals are deposited into the City’s animal purchase and exchange fund or other segregated fund
established by the Society. All funds transferred by the City and animal sales proceeds held in the
segregated fund established by the Society are to be held in trust by the Society for the benefit of
the City, and are restricted to animal purchases. For the years ended June 30, 2013 and 2012, no
funds were transferred by the City to the Society. Purchases of animals in excess of the balance in
this fund are paid for and expensed by the Society. Total purchases amounted to $3,376 and
$14,716 for the years ended June 30, 2013 and 2012, respectively. The balance in the annual
purchase and exchange fund was $80,834 and $84,210 at June 30, 2013 and 2012, respectively.

General obligation bonds — A general obligation bond measure to fund $48 million towards Zoo
improvements was passed in June 1997. Series 1999C Bonds were issued in June 1999,

Series 2000B Bonds were issued in June of 2000, Series 2002A Bonds were issued in September of
2002, and Series 2005H Bonds were issued in June 2005. All bonds mature twenty years from
issuance.

15



SAN FRANCISCO ZOOLOGICAL SOCIETY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

13.

Proceeds from these bonds are available for, but are not limited to, funding the acquisition,
construction and/or reconstruction of San Francisco Zoo facilities and properties and all other
works, property and structures necessary or convenient for these purposes, and to pay for certain
costs related to the issuance of the Series 1999C Bonds, Series 2000B Bonds, Series 2002A Bonds,
and Series 2005H Bonds.

The City and County of San Francisco are responsible for the issuance, the use of the proceeds and
the repayment of these bonds for the benefit of the San Francisco Zoo.

FOOD, BEVERAGE AND CONCESSIONS AGREEMENT

The Society has a concessions agreement with Service Systems Associates, Inc. (SSA) to provide
for the operation of food, beverage, gift shop, and rental concessions at the Zoo. SSA has agreed to
pay the Society certain percentages of gross receipts based on the various types of concession sales.
Retail concession revenues paid to the Zoo totaled $1,366,132 and $1,240,940 for the years ended
June 30, 2013 and 2012, respectively.
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