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AGENCY HEAD MESSAGE

November 2014

At the conclusion of Fiscal Year 2014, the
Presidio has been a national park site for

two decades. These have been eventful

years for the historic military post-turned-
national park. Operating under a unique and
innovative management entity, the Presidio
Trust, the park has become one of the leading
preservation projects in the country while
also achieving independence from annual
appropriations. Well over a billion dollars
have been invested in improvements to the
park — over 800 buildings, infrastructure,
natural environments, and landscapes — and
every federal dollar has been matched by four

dollars from non-public sources.

As the Presidio Trust looks toward the future,
we realize that the job is not finished. Over
a million square feet of buildings still need
attention (out of a total of 5.9 million square
feet); natural systems such as the Tennessee
Hollow watershed are not yet restored; and
the park needs to become more intentional
about welcoming a broad array of public
visitors. Programs that welcome people, and
initiatives that drive broad public impact, are
being elevated in importance.

All that has been accomplished at the Presidio
has been the result of partnership. Our
foundational partnerships — with the National
Park Service and the non-profit Golden

Gate National Parks Conservancy — continue

to deepen in ways that promise to provide
greater public benefit. Other organizational
partners — over 150 in all — support programs,
stewardship work, and research efforts. Over
200 organizations call the Presidio home,

as well as 3,000 residents. The enthusiastic
response of volunteers — individuals, groups,
and corporations — has made the Presidio’s
volunteer programs some of the most successful
in the national park system; volunteers also give
new expression to the centuries-long legacy of
service that defines the culture of the place.

We enter Fiscal Year 2015 with a great deal
of optimism, tempered by the realization of
all that remains to be accomplished. We look
forward to advancing work in three major
categories of endeavor: Stewarding the
Presidio; Welcoming the Public; and Creating
Broad Impact. We will, of course, continue
to focus on keeping our organization flexible
and innovative, and we will apply the financial

rigor to our efforts that has resulted in a
successful base conversion and national park
model with no ongoing impact to taxpayers.

This document chronicles the activities of the
past year, and describes our objectives for Fiscal
Year 2015.

We cannot overstate the importance of

the support we have received from the
Administration and Congress, as well as from
our local community. Today’s success would
not have been possible without it.

Craig Middleton, Executive Director
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MANAGEMENT’S DISCUSSION AND
ANALYSIS (UNAUDITED)

MISSION AND ORGANIZATIONAL STRUCTURE

The Presidio Trust is an innovative federal agency created to save the
Presidio as forever a public place. The agency’s mission is to fulfill the
promise of the Presidio by extending its legacy into a new era of service

to our nation.

The Presidio Trust was established by Congress as a wholly owned
corporation of the federal government. The Presidio Trust Act gives
the Trust the flexibility to operate in the marketplace, make real-time

decisions, and retain revenues to reinvest in the Presidio.

Authority is vested in a seven-member board of directors, six of whom
are appointed by the President of the United States and the seventh

of whom is the Secretary of the Interior or the Secretary’s designee.
An Executive Director oversees the organization, which includes a
Chief Business Officer; Chief of Planning, Park Projects and Programs;
Chief Financial Officer; General Counsel; Director of Strategy and
Communications; Director of Human Resources; and other positions
essential to operating this unique park.

The Trust has approximately 314 employees with a wide range of
skills, including ecological restoration, historic preservation, real estate
management, finance, communications, and operations.

Board of Directors

Office of the
Executive Director

Executive Director

Craig Middleton
Equal Employment Opportunity
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\ \ \ \ \ \ |
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Financial & Human General Business Planning, Strategy & Presidio
Business Resources Counsel Operations Projects, & Communications Institute
Management Programs
Officer
\ \ \ \ \ \ \
Chief Financial Director General Chief of Chief of Chief of Managing
Officer of Human Counsel Business Planning, Strategy & Director
Michael Resources Karen Cook Operations Projects, & Communications| David Smith
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ANALYSIS OF FINANCIAL STATEMENTS AND STEWARDSHIP
INFORMATION

Preparation of the financial statements, accompanying notes, and this

discussion and analysis is the responsibility of Trust management. The
financial statements have been audited by the independent accounting
firm KPMG, LLP, and the Trust received an unmodified opinion on its

financial statements.

Trust management maintains the goal to ensure sound financial
management and to provide accurate information and is also
responsible for the integrity and objectivity of the information
presented in the financial statements. The accompanying financial
statements summarize the Trust’s financial position, show the net cost
of operations and changes in net position, provide information on
budgetary resources and financing, and present the sources of revenues
and expenditures during Fiscal Years 2014 and 2013.

Highlights of the financial information presented in the financial
statements are shown below.

Balance Sheet

This statement is designed to show the Trust’s position as of September
30, 2014 and to compare it to the Trust’s position the previous year.

Assets

The Trust’s total assets were $496.0 million at the end of Fiscal Year
2014, and $499.0 million at the end of Fiscal Year 2013. The net
decrease of $3.0 million is made up of various increases and decreases
to assets. “Accounts Receivable, Net” decreased by $19.2 million as the
Fiscal Year 2013 balance included a receivable of $18.7 million related
to claims under the Trust’s Remediation Stop Loss (RSL) policy. This
large receivable was fully collected in Fiscal Year 2014 and the work

covered under this claim was substantially completed by May 2014, the
date at which the RSL policy expired.

In Fiscal Year 2014, cash and investments increased $7.0 million over
the previous year due to increased collections related to revenue.

In 2014, the Trusts Property, Plant, and Equipment (PP&E) increased
by $8.4 million net of depreciation. This represents $26.4 million in
Trust investments and a transfer of $2.2 million in utility infrastructure
assets from the State of California due to the Presidio Parkway project.
In addition, the Trust recorded depreciation in the amount of $20.2

million.

Liabilities

There were $197.4 million in liabilities at the end of Fiscal Year
2014 and $205.4 million at the end of Fiscal Year 2013, a decrease in
liabilities of $8.0 million. The decrease is made up of fluctuations in
several liabilities.

The environmental remediation liability has decreased by $6.5 million
due to work completed on the remaining remediation projects. See
NOTE 11 of the accompanying financial statements for a further discussion.

Other liabilities increased by $5.0 million due to advances from our
food vendor for the build-out of two new restaurants The Commissary
and Arguello.

Unearned revenue decreased by $5.1 million largely due to recognition
of revenue associated with the Doyle Drive project. See NOTE 22 of the
accompanying financial statements for further explanation.

The non-friable asbestos clean-up liability increased by $1.1 million
as the liability was adjusted for inflation. See NOTE 12 for more

information.



Trust liabilities include $50.0 million in debt to the U.S. Treasury.

Payments on this debt are for interest only until Fiscal Year 2015, and
the debt is to be repaid in full by Fiscal Year 2029. Interest payments
on this debt are partially offset by investments specifically designated
for this purpose and held by the U.S. Treasury in the amount of $33.2
million. See NOTE 4 for more information on investments and NOTE 10

for more information on debt.

Net Position

The Trust’s net position was $298.6 million at the end of Fiscal Year
2014 and $293.6 million at the end of Fiscal Year 2013, an increase in
net position of $5.0 million. This growing “equity” position of the Trust
provides tangible and compelling evidence that the Presidio continues
to be a self-sustaining national park site.

Net Cost of Operations

This statement is intended to report net costs of the Trust as a
component unit of the federal government and the net cost to the
public. Costs reported on this statement — including depreciation,
future funded expenses, adjustments to actuarial estimates, and all
remediation activities — are stated on a proprietary basis.

The Trust had net revenue of $3.2 million during Fiscal Year 2014
and net revenue of $44.7 million in Fiscal Year 2013. Net cost should
continue to decrease in coming years but will not be fully reflective
of amounts earned to operate the park as some entries are made for
financial reporting purposes under Generally Accepted Accounting
Principles (GAAP), while budgetary resources are available in a
subsequent period. The net cost statement reflects all of the expenses
incurred by Trust activities during Fiscal Year 2014, including the
remediation program and the depreciation of fixed assets. In Fiscal
Year 2013, the remediation program insurance reimbursement was
$32.6 million, which is a large part of the decrease year over year.

Budgetary Resources

As a unit of the federal government, the Trust reports on the status of
its budgetary resources, the extent to which obligations exist as claims
on those resources, and the relationship of those obligations to outlays.
In Fiscal Year 2014, the Trust received more than 95 percent of its
funding from revenues earned, with the largest revenue streams being
associated with residential and non-residential leasing. Funding of $5.0
million was received from the food program management company for
capital improvements for the build-out of two restaurants. Resources
consist of the balance at the beginning of the year and spending
authority from offsetting collections.

Budgetary resources amounted to $169.2 million for Fiscal Year 2014,
compared to $170.4 million in Fiscal Year 2013. Of this amount, the
Trust obligated $113.5 million in Fiscal Year 2014 and $113.5 million in
Fiscal Year 2013. Unobligated balances at the end of Fiscal Year 2014
and Fiscal Year 2013 were $55.7 million and $56.9 million, respectively.
This unobligated balance is due primarily to the funds held for capital
improvements, tenant security deposits, and the receipt of gifts.

Risks and Uncertainties

The Trust received appropriations for the first 15 years of operations,
through Fiscal Year 2012. Fiscal Year 2014 marks the second year

the Trust operated solely on revenues earned. The Trust continues to
maintain sound financial plans to ensure that Trust operations continue
into the future and the park is preserved for the public. While Trust
operations are expected to generate funds available to reinvest in the
park, the full realization of the park’s potential to serve the public will
also depend on the availability of other forms of capital.

The Trust is responsible for rehabilitation and maintenance of the
Presidio’s fixed assets, including infrastructure. Many of the assets
have exceeded their depreciable lives; the life spans of the assets and
the cost to replace them are uncertain. Annual budgetary constraints



are considered in evaluating the replacement of assets. Regular and
ongoing maintenance of assets prolongs their useful life and reduces the
likelihood of unexpected failures. Maintenance of 100 percent of the
assets is not feasible, so the Trust evaluates deferred maintenance on an
annual cycle and identifies the most important preventive maintenance
for completion. Deferred maintenance data can be found in the required
supplementary information accompanying the financial statements.

Stewardship Investments

Stewardship assets are detailed in NOTE 7 to the financial statements

as required by Statement of Federal Financial Accounting Standards
(SFFAS) 29, Heritage Assets and Stewardship Land. The Trust’s
reported values for property plant and equipment exclude stewardship
assets because these assets are considered “priceless” and therefore
monetary amounts cannot be assigned.

SYSTEMS, CONTROLS, AND LEGAL COMPLIANCE

The Federal Managers’ Financial Integrity Act (FMFIA) requires
agencies to conduct an annual evaluation of their management controls
and financial systems and report the results to the President and
Congress. The Trust prepares an annual Statement of Assurance based

on these internal evaluations.

Statement of Assurance on Internal Controls over Financial Reporting
Trust management is responsible for establishing and maintaining
effective internal controls to support programmatic operations, financial
reporting, and compliance with applicable laws and regulations. The
Trust conducted its assessment of the effectiveness of its internal
controls over financial reporting in accordance with Office of
Management and Budget Circular A-123, Management’s Responsibility
for Internal Control.

Based on the results of this evaluation, the Trust can provide reasonable
assurance that the internal controls were operating effectively and no
other material weaknesses were found in the design or operation of the

internal control over financial reporting.

Statement of Assurance on Financial Systems

The financial management systems of the Trust conform to federal
financial system requirements, Federal Accounting Standards Advisory
Board (FASAB) standards, and the U.S. Standard General Ledger at
the transaction level.

Statement of Assurance on Internal Controls over Operations

The Trust management is responsible for establishing and maintaining
effective internal controls to support programmatic operations and
compliance with applicable laws and regulations. Management certifies
that these controls are in place and effective.

Statement of Assurance on Other Legal Matters

The Trust management is responsible for establishing and maintaining
effective internal controls to assure compliance with provisions
governing claims of the United States Government, including the Debt
Collection Improvement Act of 1996. Management certifies that these

controls are in place and effective.
Craig Middleton
November 17, 2014



Limitations of the Financial Statements

Trust management has prepared the accompanying financial statements
to report its financial position and results of operations pursuant to the
requirements of Title 31 of the U.S. Code and the Trust Act.

These financial statements have been prepared from the Trust’s general
ledger and subsidiary reports in accordance with GAAP for federal
entities and the formats prescribed by the Office of Management

and Budget in Circular A-136, Financial Reporting Requirements, as
amended. These statements are in addition to the financial reports
used to monitor and control budgetary resources, which are prepared
from the same books and records. These statements should be read
with the realization that the Trust is a federal corporation, a component
of the United States Government, and therefore liabilities cannot be
liquidated without authorizing legislation.

The financial statements and footnotes have been prepared by Trust
management. The accuracy of the information contained in the
principal financial statements and the quality of internal controls rest
with Trust management.
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FISCAL YEAR 2014 PERFORMANCE



Off the Grid Twilight at the Presidio




Initiative I:

Welcoming the Public — attracting
diverse audiences and engaging them
through exceptional places, activities,

and experiences
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1 PRESIDIO OFFICERS’ CLUB

In September 2014, the Presidio Trust formally unveiled its most
significant visitor resource to date, the Presidio Officers” Club. Located
at the site where the first Spanish fort was established at the Golden
Gate in 1776, the Officers’ Club is the Presidio’s oldest building and a
contributing resource to the park’s National Historic Landmark District
status. It is one of just two buildings remaining in San Francisco from
the Spanish colonization of California. Originally used as the post
headquarters, in the 20" century it became a beloved backdrop for
military ceremonies and social gatherings.

Over a three-year period, the Presidio Trust invested $30 million for a
“once-in-a-century” complete rehabilitation, transforming the structure
into a cultural destination. The renewal of the nearly 37,000-square-foot
structure included restoration of the building’s original adobe walls,

a full seismic upgrade, and the creation of classrooms and museum-
quality exhibits. Today, the Presidio Officers’ Club is a multi-faceted
resource and the principal gateway to the visitor experience. In addition
to exhibits, it features a full schedule of free public programs from
lectures to live music. It also offers a new Presidio Trust-operated
restaurant (see Food and Lodging Amenities) and revenue-generating
rental space.

The Presidio Officers’ Club is allowing for a significant expansion of
the Trust’s educational offerings. The building is the backdrop for
curriculum-based field trips for elementary, middle, and high school
students, tied to the State Content Standards, the Common Core,
and Next Generation Science Standards. An ongoing archaeological
research program is conducted at the Officers’ Club site, providing
learning opportunities for students and adults alike.

In its first month of operation, the club attracted over 10,000 visitors.

2 FOOD AND LODGING AMENITIES

Beginning in Fiscal Year 2012, the Presidio Trust began investing in
food and lodging amenities to support the visitor experience. The Trust

opened its first hotel — the Inn at the Presidio — in April 2012 and
expanded it with additional rooms one year later. Since opening, the Inn
has welcomed 25,000 guests and received numerous awards, including
the Historic Hotels of America’s 2014 Award of Excellence - Best

Small Historic Hotel/Inn. Having demonstrated high public demand
for overnight stays at the Presidio, the Trust is preparing to invest

in an additional lodge on the Main Post, to open within the historic
Montgomery Street Barracks, an iconic streetscape, in 2017.

In Fiscal Year 2013, the Presidio Trust launched a partnership with

two food industry leaders — chef Traci Des Jardins and Bon Appétit
Management Company — to create park dining options at a variety of
price points. Following the Trust’s rehabilitation of historic buildings,
the Trust and the team opened two restaurants in Fiscal Year 2014: The
Commissary and Arguello. Since launching in May, The Commissary
has welcomed an average 1,600 park visitors per week and has been
recognized for its quality. In September, the team opened Arguello as

a key amenity within the historic Presidio Officers’ Club, the Trust’s
gateway visitor facility.

3 ART INTHE PRESIDIO

Building on the long history of art in national parks, the Presidio Trust
invites artists to create works that encourage visitors to see the park’s
natural and cultural treasures from a new perspective. Since 2008, the
Trust has exhibited eight short-term and long-term installations.

Through a partnership with the non-profit FOR-SITE Foundation,

the Trust has welcomed renowned artist Andy Goldsworthy to create

a collection of works that illustrate the cultural significance of the
Presidio’s forest, first planted by the U.S. Army in the 1880s. His first
works are Spire (2008) and Wood Line (2010), located outdoors on the
Presidio trail network. His third piece, Tree Fall, was created inside

the Presidio’s historic Powder Magazine at the beginning of Fiscal Year
2014; to date it has welcomed more than 10,000 visitors. His fourth
work, Earth Wall, was completed at the conclusion of Fiscal Year 2014
and is a principal attraction within the Presidio Officers’ Club. The park
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is now home to the largest collection of Andy Goldsworthy installations
on public display in North America.

Also in 2014, the Trust hosted an exhibit — Picturing the Presidio — that
uses images by celebrated local photographer Lyle Gomes to showcase
the evolution and rejuvenation of the Presidio forest over the past two
decades.

Since the Art in the Presidio program began, more than 300,000 people
have come to the park to enjoy creative and thoughtful works, many
visiting for the first time.

4 PUBLIC ACCESS: TRANSPORTATION AND TRAILS

The Presidio Trust has invested in infrastructure that enables visitors to
reach the Presidio and move easily within the gates to experience the
park’s historic, natural, and recreational resources. In 2005, the Trust
built a public transit center and launched a free shuttle program known
as PresidiGo. The shuttle supplements municipal offerings, creating a
vital connection between the Presidio and regional transit systems for
residents, employees, and visitors. In January 2014, the Trust expanded
service to downtown San Francisco from five to seven days per week.
Over the past three years, shuttle ridership has increased approximately
10 percent year over year. In Fiscal Year 2014, the PresidiGo Shuttle
provided over 500,000 total rides.

The Presidio Trust has also worked with its partners at the National
Park Service and the Golden Gate National Parks Conservancy to
establish an exceptional system of trails and overlooks. To date, 22
miles of trails, 15 miles of bikeways, and eight overlooks have been
constructed or improved.

In Fiscal Year 2014, the Trust filled a significant gap in the network
by creating a new pedestrian trail and in-road bike lanes at one of the
park’s primary entrances, the Arguello Gate. The project used Trust
funding to leverage significant outside support from philanthropic

and municipal public transportation funding sources. The new
infrastructure creates a safe and inviting connection from the city of San
Francisco into the Main Post, the historic heart of the park and center
of the visitor experience. The new bike lanes also improve safety for
cyclists along the route to the Golden Gate Bridge.

Also in Fiscal Year 2014, the Trust made a segment of the regional
Bay Area Ridge Trail accessible to visitors with disabilities and built
anew segment of the Juan Bautista de Anza National Historic Trail,
connecting the southern gate to the Golden Gate Bridge, with links to
the Presidio’s beach and forest.

5 EVENTS AND PROGRAMS

In Fiscal Year 2014, the Presidio Trust continued to offer a diverse
array of events and programs that connect visitors to Presidio
resources and experiences. For the third year, successful weekly
community gatherings were held by the Trust with its partner,

Off the Grid, a Bay Area leader in food events. The Picnic at the
Presidio series drew approximately 150,000 visitors to the Main
Parade Ground from April to October 2014. Additionally, the Trust
curated a major public exhibition — Crown Jewels: Five Great
National Parks Around the World and the Challenges they Face.
The exhibit examined strategies for preserving beloved areas across
the globe. Other park events included guided tours, family events,
historic and cultural gatherings, nature walks, and commemorations
such as Memorial Day.

At the Presidio Officers’ Club, multi-media exhibits explore
American history from a West Coast perspective and invite the
public to contribute to the site’s new chapter as a national park. The
facility is also the backdrop for lectures, live music, and children’s
activities four days per week.
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Initiative 11:

Creating Broad Impact — actively
sharing knowledge, promoting
leadership and service, and fostering
innovative problem-solving
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1 PRESIDIO INSTITUTE

Leveraging the model of multi-sector collaboration that the Trust
employs to steward the Presidio, in Fiscal Year 2013 the agency
advanced a new initiative to cultivate leaders to address major societal
challenges. The Presidio Institute is based at the former command
headquarters for the Army Coast Artillery Corps. The Presidio Trust
began by rehabilitating the headquarters building (Building 1201) and
an adjacent historic former barracks (Building 1202) to provide space
for institute staff and mission-aligned tenants.

The Presidio Institute formally launched in September 2013 with a
day-long symposium on cross-sector leadership in collaboration with
the White House. During Fiscal Year 2014, the Institute hosted a
dozen additional events welcoming more 2,000 people to the Presidio,
including a 20" anniversary celebration of the AmeriCorps program.

In 2014, the Presidio Institute also launched the Cross Sector
Leadership Fellows program in partnership with the White House,
McKinsey, BlackRock, and the U.S. Office of Personnel Management.
The program provides leadership development experiences in San
Francisco, Washington, D.C., and New York City. In its inaugural year,
24 mid-career executives from business, non-profit, and government

participated in the six-month fellowship.

Through philanthropic support and fee for service, the Presidio
Institute has to date attracted over $1.1 million.

2 EDUCATION AND PROFESSIONAL DEVELOPMENT

Over the past decade, the Presidio has become an important resource
for learners and educators. Each year, more than 20,000 students and
teachers visit for curriculum-based field trips as well as less structured
experiences. Programs tie to the Presidio’s natural and cultural heritage,

inspire an ethic of service, and address the Common Core, Next
Generation Science Standards, and State Content Standards.

In Fiscal Year 2014, the Presidio Trust formalized its educational
partnership with the National Park Service and the Golden Gate
National Parks Conservancy. This reenergized alliance — dubbed

the Park Youth Collaborative (PYC) — will establish a spectrum

of educational offerings from elementary school through career
development, will identify and fill in gaps to the learning experience,
and will ensure the efficient investment of educational dollars. The
partners also hosted the 13" annual Presidio Teachers Night, hosting
nearly 400 educators to learn about educational resources in the park.

With the 2014 opening of the Presidio Officers’ Club, the Presidio Trust
expects to double the number of students served in its curriculum-
based education programs. The Club’s new classrooms serve as the
starting point for field trips, which then extend outward to trails,
archaeology sites, exhibit areas, and historic destinations such as San
Francisco National Cemetery.

Through an internship program, the Presidio Trust also provides

young college graduates with the opportunity to live in the Presidio
while gaining work experience and training in various disciplines:
ecological restoration, historic preservation, public programs, real
estate development, communications, and more. Since the program
was launched in 2011, 92 young professionals have served as Presidio
Trust interns, including 55 participants in Fiscal Year 2014. Additionally,
in 2014 the Presidio Trust welcomed its eighth AmeriCorps team for a
six-week service period. In total, AmeriCorps participants have offered
more than 19,000 hours of service to the park.

The Presidio Trust, working in partnership with the Golden Gate
National Parks Conservancy, operates a program to provide overnight

19
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national park experiences to young people who otherwise would not
have access. Camping at the Presidio (CAP), now completing its
eighth year, is based at Rob Hill Campground. In Fiscal Year 2014, it
welcomed 5,895 youth and adults. Since its inception, the program has
served more than 28,000 youth and adults.

3 VOLUNTEERISM AND SERVICE

As a military post that defended the nation for generations, the Presidio
has always been defined by service. Today, that tradition continues as

a dedicated cadre of park volunteers support natural area restoration,
the rejuvenation of the Presidio forest, and repairs to the trail system.
Between 2008 and 2014, volunteers have shared more than 192,000
hours of service with the Presidio Trust. In Fiscal Year 2014 alone, 5,218
volunteers supported the park with 26,575 hours of service. In 2014,

the Trust created a new way to serve, a docent program through which
trained volunteers welcome visitors to the Presidio. Nearly 50 volunteers
now engage the public at the Presidio Officers’ Club. Docents also
support visitors at Presidio art installations and on the trail system.
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Initiative 111:

Stewarding the Presidio — enhancing
the Presidio’s physical, natural, and
historic resources as a cherished
public place and national landmark
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FINANCIAL STEWARDSHIP

Establishing a solid financial foundation to care for the park is essential
to the Trust’s mission. In Fiscal Year 2014, the Presidio Trust generated
$99.8 million in revenue from operations. Approximately $47.6 million
were earned through the housing program, through which 1,150 units
are occupied by 3,000 residents. The Presidio tenant community,

which includes 225+ organizations, contributed $21.5 million. Other
income was derived from the fee-based amenities such as the Inn at the
Presidio, philanthropy, and other sources.

1 “NEW PRESIDIO PARKLANDS” PROJECT

When the Golden Gate Bridge was constructed in 1937, the U.S. Army
allowed the State of California to connect the city of San Francisco to
the span via an above-ground highway that cut through the military post
along the northern waterfront. This seismically compromised structure
(known as Doyle Drive) is now being replaced with a new “Presidio
Parkway.”

As part of this large infrastructure project, the portion of the highway
that severed Crissy Field from the Main Post is now being lowered
into discrete “at grade” tunnels. In Fiscal Year 2014, the Trust and
its partners at the Golden Gate National Parks Conservancy and the
National Park Service launched a major public process to plan for a
dramatic new landscape that will be built atop these tunnels. Given
its location close to both the Main Post and Golden Gate views, the
site has the potential to become one of the nation’s most impressive
and cherished landscapes. In early 2014, the Trust selected five
internationally renowned teams to submit design and program ideas
that would stimulate public feedback. In Fiscal Year 2015, the Trust
expects to select one team and to begin the formal design effort.

Simultaneously, the multi-year philanthropic effort required to
advance this project continued. To date, the Golden Gate National
Parks Conservancy, which leads the philanthropic program, has raised
more than $33 million, including the largest cash gift ever given to
the national park system. The new public landscape is expected to be
complete in 2018/2019.

2 MOUNTAIN LAKE RESTORATION

Mountain Lake is a natural lake on the park’s southern border. In 1776,
Captain Juan Bautista de Anza’s scouting party camped here before
establishing the military outpost that would become the Presidio. For
more than a decade, the Presidio Trust and its partners have conducted
a restoration effort to reverse a decline in the lake’s health resulting
from sedimentation, runoff from a nearby state highway and Presidio
Golf Course, and the introduction of non-native species.

Fiscal Year 2014 marked a pivotal moment in this process. Following an
environmental remediation effort that removed toxins from the lake and
increased its depth, the Trust began restoration of the lake’s east arm
with the goal of returning it to wetland habitat. The Trust continued its
effort to remove non-native fish, as well as non-native turtles that were
relocated to a rescue facility.

Additionally, the Trust began planting Submerged Aquatic Vegetation
(SAV) along the lake’s shoreline in order to remove algae-forming
nutrients. This is a critical step that supports the future re-introduction
of native species, including the Western pond turtle and the California
floater mussel. To inform the community about how everyone can
support lake restoration, the Trust conducted a major outreach effort
that included frequent educational talks entitled Science Saturdays at
Mountain Lake. The Trust also hosted field trips for school groups and
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instituted a community “pledge” that raises awareness about simple
steps visitors can take to support the lake’s health.

3 FORESTRY

The 300-acre forest is one of the park’s defining attributes and is a
contributing resource to the Presidio’s National Historic Landmark
District status. In Fiscal Year 2014, the Trust completed the 11" year
of its 65-year program to rejuvenate the forest, first planted by the U.S.
Army in the 1880s. In total, 3,900 cypress and pine trees have been
planted at sites where groves required removal. An active volunteer
program supports the effort to maintain young trees and to extend the
life of existing groves to the maximum extent possible.

4 ENVIRONMENTAL REMEDIATION

In Fiscal Year 2014, the Trust reached a critical milestone as its 15-year
environmental remediation effort was declared substantially complete.
The Restoration Advisory Board, the citizen-led body that monitored
the program’s progress, voted to disband and, in its penultimate act,
issued a resolution commending the Trust and other agencies for the
successful clean-up of the Presidio and expressing “confidence that
visitors to this new national park will enjoy a safe environment now and

in the future.”

Since 1999, through a unique undertaking involving the collaboration
of multiple governmental agencies, private organizations, and

public groups, more than 200 former Army waste release sites were
remediated, resulting in the restoration of approximately 85 acres of
native habitat, three acres of wetlands, five acres of historic forest, and
26 acres of recreational and scenic areas. The project also included the
rehabilitation of 101 acres of cultural landscapes at over 800 residential
and non-residential buildings.



CHIEF FINANCIAL OFFICER LETTER

The Trust continues to be a sound steward of its financial resources. Fiscal Year 2014 marks the Trust’s second year without
appropriations, and the Trust continues to remain self-sufficient. While operating solely on revenues earned, the park
continues to have funding needs for programs and projects that are not met with revenues from operations but could be funded
through grants or donations. In addition, new programs in the park need to be monitored closely to ensure that they reach full
financial potential.

The environmental remediation program has been completed and the Trust has received insurance reimbursement under the
Remediation Stop Loss policy. This achievement is a milestone for the park that was seventeen years in the making and sound
financial management contributed to the success of ensuring completion of this program. The remaining liability reflected on
the Trust’s balance sheet is for operations and maintenance of environmental monitoring and controls.

There were no new accounting pronouncements or changes to accounting policies in this fiscal year, but it was a year of
financial change. The Trust continued implementation of a new comprehensive management system primarily designed to
support its core revenue-generating business of property and lease management, facility work order control, costing, and
financial management. The property management and work order modules were implemented this year and implementation
of additional accounting and budget functions will proceed through the coming year to 18 months.

The Trust maintains the unmodified audit opinion first achieved in Fiscal Year 2012. In the past year we continued efforts to
refine and improve the Trust’s processes, with the goal of providing Trust managers, board members, federal oversight officials,
and the general public with timely, accurate, and useful financial information.

We remain committed to providing the Trust with the highest levels of financial management services and ensuring the
efficiency, economy and effectiveness of the Trust programs and activities.

Michael Rothman Carla Armstrong

CFO Deputy CFO
November 17, 2014
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INDEPENDENT AUDITORS” REPORT

ICRN1G

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Auditors’ Report

The Board of Directors of
The Presidio Trust:

Report on the Financial Statements

We have audited the accompanying financial statements of the Presidio Trust (the Trust), which comprise the balance sheets as of September
30, 2014 and 2013, and the related statements of net cost, changes in net position, and budgetary resources 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 U.S. generally accepted
accounting principles; 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.

Auditors’ 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; the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Bulletin No. 14-02,
Audit Requirements for Federal Financial Statements. Those standards and OMB Bulletin No. 14-02 require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from 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 auditors’ 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.




nana

Opinion on the Financial Statements

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Trust as of
September 30, 2014 and 2013, and its net costs, changes in net position, and budgetary resources for the years then ended in accordance with
U.S. generally accepted accounting principles.

Other Matters

Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management’s Discussion and Analysis and Required
Supplementary Information sections be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Federal Accounting Standards Advisory Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audits
of the basic financial statements. We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic financial statements as a whole. The Agency Head Letter,
information in the Fiscal Year 2014 Performance section, the CFO Letter and Other Accompanying Information are presented for purposes
of additional analysis and is not a required part of the basic financial statements. Such information has not been subjected to the auditing

procedures applied in the audits of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 17, 2014 on our consideration of the
Trust’s internal control over financial reporting and our report dated November 17, 2014 on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of those reports is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. Those reports are an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Trust’s internal control over financial reporting and compliance.

KPme P

November 17, 2014

KPMG LLP IS A DELAWARE LIMITED LIABILITY PARTNERSHIP,
THE U.S. MEMBER FIRM OF KPMG INTERNATIONAL COOPERATIVE
(“KPMG INTERNATIONAL”), A SWISS ENTITY.
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AS OF SEPTEMBER 30,

FINANCIAL 2014 2013
ASSETS
S TAT E M E N T S Intragovernmental
Fund Balance with Treasury [NOTE 2] $ 5,004,108 $ 5,066,539
Balance Sheets Investments [NOTE 4] 67,124,000 59,995,000
Accounts Receivable, Net [NOTE 5] 192 967 429 533
Total Intragovernmental 72,321,075 65,491,072
Cash and Other Monetary Assets [NOTE 3] 589,662 1,057,423
Accounts Receivable, Net [NOTE 5] 3,310,588 22,524,882
General Property, Plant, and Equipment (PP&E), Net [NOTE 6] 395,253,619 386,800,506
Stewardship PP&E [NOTE 7]
Other Assets
Prepayments [NOTE 8] 979,075 1,045,305
Deferred Rent Receivable [NOTE 8] 23,084,634 21,455,983
Other Deferred Real Estate Costs [NOTE 8] 494748 618,292
423,712,326 433,502,391
TOTAL ASSETS 496,033,401 498,993,463
LIABILITIES
Intragovernmental
Accounts Payable $ 1,917,755 $ 1,204,854
Debt [NOTE 10] 49,978,000 49,978,000
Other Liabilities
Employer Contributions Payable [NOTE 13] 153,875 132,854
Other Employment Benefits Payable [NOTE 13] 779,553 954,289
Unearned Revenue [NOTE 13] 15,582 794,054
Total Intragovernmental 52,844,765 53,064,051
Accounts Payable 15,433,160 17,244,013
Other Liabilities
Environmental Remediation Liability [NOTE 8, 11, 13] 4,397,810 10,911,317
Non-friable Asbestos Cleanup Liability [NOTE 9, 12, 13] 40,247,327 39,153,506
Contingent Liabilities [NOTE 9, 13, 15] 505,000 315,000
Security Deposits [NOTE 13] 5,683,387 5,272,648
Unearned Revenue [NOTE 13, 22] 56,149,964 61,203,175
Payroll Payable [NOTE 13] 760,504 2,085,301
Annual Leave Liability [NOTE 9, 13] 2,463,433 2,377,700
Rent Credit Liability [NOTE 9, 13] 5,021,204 4,209,004
Prepaid Rents & Services [NOTE 13] 1,232,388 1,418,269
Accrued Interest Payable [NOTE 9, 13] 758,134 728,470
FECA Actuarial Liabﬂity [NOTE 9, 13] 6,809,069 7,371,273
Food Program Liability [NOTE 9, 13] 4,913,462 0
Other Liabilities [NOTE 13] 171,461 78,328
144,546,303 152,368,004
TOTAL LIABILITIES 197,391,068 205,432,055
NET POSITION
Unexpended Appropriation — Other Funds 0 0
Cumulative Results of Operations — Other Funds 298,642,333 293,561,407
TOTAL NET POSITION 298,642,333 293,561,407

TOTAL LIABILITIES & NET POSITION

$ 496,033,401

$ 498,993,463

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



Statements Of FOR THE YEARS ENDED SEPTEMBER 30,

Net Cost 2014 2013
PROGRAM COSTS
Operating Cost $ 116,221,824 $ 99,363,855
Less: Earned Revenues 119,459,755 144,077,967
Net Costs with the Public (3,237,931) (44,714,112)
Total Net Cost (3,237,931) (44,714,112)
(NET REVENUE) OR NET COST OF OPERATIONS ($ 3,237,931) ($ 44,714,112)

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

Statements Of Changes FOR THE YEARS ENDED SEPTEMBER 30,

In Net Position 2014 2013
Cumulative Results ~ Unexpended Res'tated Unexpended
of Operations Appropriations Cumulative 1.{esults Appropriations
of Operations
Beginning Balance $ 293,561,407 $ 0 $ 285,415,227 $ 0
Change in Accounting Principle [NOTE 12] 39,442,543
Beginning Balance as Adjusted $ 293,561,407 $ 0 $ 245972,684 $ 0
Other Financing Sources
Donations 668,211 1,925,197
Imputed Financing from Costs Absorbed by OPM 1,174,785 949,414
Total Financing Sources 1,842,996 0 2,874,611 0
Net Cost of Operations (3,237,931) (44,714,112)
ENDING BALANCES $ 298,642,333 $ 0 $ 293,561,407 $ 0

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

BUDGETARY RESOURCES
Unobligated Balance — Brought Forward, October 1
Unobligated Balance from prior year budget authority, net
Spending Authority from Offsetting Collections (discretionary and mandatory)

FOR THE YEARS ENDED SEPTEMBER 30,

2014 2013
$ 56,899,617 $ 40,707,456
112,258,675 129,679,945

TOTAL BUDGETARY RESOURCES

$ 169,158,292

$ 170,387,401

STATUS OF BUDGETARY RESOURCES
Obligations Incurred [NOTE 17]
Unobligated Balances — End of Year

Apportioned

$ 113,519,367

55,638,925

$ 113,487,784

56,899,617

Total unobligated balance, end of year

55,638,925

56,899,617

TOTAL STATUS OF BUDGETARY RESOURCES

$ 169,158,292

$ 170,387,401

CHANGE IN OBLIGATED BALANCE
Unpaid Obligations:

Unpaid Obligations, brought forward, October 1 (gross) $ 37,689,672 $ 50,321,749
Obligations Incurred 113,519,367 113,487,784
Outlays Gross (126,927,319) (126,119,861)
Unpaid Obligations, end of year 24,281,720 37,689,672
Uncollected payments:
Uncollected Customer Payments from Federal Sources, brought forward, October 1st (29,527,750) (12,665,630)
Change in Uncollected Customer Payments from Federal Sources 21,735,213 (16,862,120)
Uncollected Customer Payments from Federal sources, end of year (7,792,537) (29,527,750)
Obligation Balance, Start of Year, net 8,161,922 37,656,119
Obligated Bal End of Year, net 16,489,183 8,161,922
BUDGET AUTHORITY AND OUTLAYS, NET
Budget Authority, gross (discretionary and mandatory) 112,258,675 129,679,945
Actual Offsetting Collections (discretionary and mandatory) (133,993,888) (112,817,825)
Change in Uncollected Customer Payments from Federal Sources 21,735,213 (16,862,120)
Budget Authority, net 0 0
Outlays Gross 126,927,319 126,119,861
Actual Offsetting Collections (133,993,888) (112,817,825)

NET OUTLAYS

($ 17,066,569)

$ 13,302,036

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



NOTES TO THE FINANCIAL STATEMENTS
September 30, 2014 and 2013

1. The Presidio Trust and Summary of Significant Accounting
Policies

A. Reporting Entity

The Presidio Trust (the “Trust”), an executive agency, is a wholly-owned
government corporation established by Congress in 1996 through
enactment of the Presidio Trust Act (P.L. 104-333). The Trust’s mission
is to preserve and enhance the Presidio as an enduring resource for the
American public. The Presidio Trust is a component unit of the United
States Government.

The United States acquired the Presidio by virtue of the Treaty of
Guadalupe Hidalgo between the United States and Mexico that

ended the Mexican-American War of 1846-1848. From 1848 to 1994,
the Presidio was used as a military installation. In 1994, the NPS
assumed full control of the Presidio until 1998 when the Trust assumed

responsibility for approximately 1,100 acres of non-coastal areas.

The Trust is guided by the Presidio Trust Act to operate in accordance
with general objectives of the 1994 General Management Plan
Amendment for the Presidio and the Government Corporation Control
Act. The Trust primarily finances operations through rental leases for
both residential and non-residential property as well as utility billing,
hospitality income from hotel and food program operations, venue

rentals, and other miscellaneous items and reimbursable agreements.

B. Organization and Structure

The Trust is governed by a seven-member board of directors. Six
members are appointed by the President of the United States. The
seventh is the U.S. Secretary of the Interior or his designee. The

head of agency for the Trust is an executive director who reports to

the board and oversees a staff with expertise including environmental
science, historic preservation, operations and maintenance, landscape
design, planning, resource management, real estate development,
communications and programs, law, and finance.

C. Basis of Accounting and Presentation

These financial statements have been prepared to report the financial
position, net cost, changes in net position, and budgetary resources
of the Trust as required by the Trust Act. These financial statements
were prepared from the Trust’s accounting records in accordance
with accounting principles generally accepted in the United States
of America (GAAP), and the Office of Management and Budget
(OMB) Circular No. A-136, Financial Reporting Requirements
revised September 18, 2014. GAAP for Federal entities are the
standards designated by the Federal Accounting Standards Advisory
Board (FASAB) the official standards setting body for the Federal

Government.

The Trust presents comparative quarter end statements for the Balance
Sheet, Statement of Net Cost, Statement of Changes in Net Position,
and the Statement of Budgetary Resources.

The Trust accounts for its assets, liabilities, net position, revenues,
expenses, and other financing sources in accordance with the
requirements of the U.S. Government Standard General Ledger.
The use of sub-accounts allows transactions to be recorded at a more

detailed level and provide relevant management information.

Although, the Balance Sheet, Statement of Net Cost, and Statement of
Changes in Net Position are on an accrual basis, underlying transactions

are recorded using both the accrual basis of accounting and a budgetary
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basis of accounting. The Statement of Budgetary Resources is on a
budgetary basis. Under the accrual method, expenses are recognized
when resources are consumed and revenues are recognized when
earned without regard to the payment or receipt of cash. Budgetary
accounting recognizes the obligation of funds according to legal
requirements, which in many cases is prior to the occurance of an
accrual based transaction. The recognition of budgetary accounting
transactions is essential for compliance with legal constraints and
controls over the use of Federal funds.

D. Fund Balance with Treasury and Cash

The Trust maintains all cash accounts with the U.S. Department of
Treasury except for petty cash accounts maintained at the Trust, by
the Trust’s Residential Property Manager, by the Trust’s Inn Operator,
and by the Trust’s Food Program manager. All banking activities are
conducted in accordance with the directives issued by the Department
of the Treasury — Bureau of the Fiscal Service (BFS). Treasury
processes cash disbursements and receipts on behalf of the Trust and
the Trust’s accounting records are reconciled with those of Treasury
on a monthly basis. The Trust currently only has funds designated

as revolving funds with the Treasury. Revolving funds are funds that
conduct continuing cycles of business-like activity in which the fund
charges for the sale of a service and uses the proceeds to finance

its spending. The Trust’s accounting records are such that internal
segmentation occurs to ensure that funds are tracked to appropriate
activities or requirements.

E. Investment, Net

Trust investments in non-marketable, market based U.S. Treasury
securities are traded through and held in book entry form at the
Department of the Treasury — Bureau of the Fiscal Service (BFS). The
Trust is required by Public Law 104-333 to invest excess cash only in

non-marketable, market based Treasury securities issued by the BFS.
Non-marketable, market based securities are Treasury securities that
are not traded on any securities exchange but mirror the prices of

marketable securities with similar terms.

F.  Accounts Receivable, Net

Accounts Receivable consists of amounts owed to the Trust by other
federal agencies and the public. Receivables generally arise from rental
properties, service district charges, utilities, reimbursable contracts,
environmental remediation insurance reimbursement, and other

miscellaneous services.

An allowance for doubtful accounts is established based upon a review
process. The Trust reviews accounts over 90 days past due and identifies
collectable accounts. If an account is identified as collectable the Trust
does not record any bad debt expense for that account; conversely if
an account is deemed to be uncollectible, the Trust records a bad debt
expense and establishes an allowance. If a debt is less than 90 days

of age but deemed to be uncollectible a bad debt expense is recorded
and an allowance established. For the remaining receivables over

90 days old, the Trust reserves 75% of the balance as an allowance

for uncollectible accounts. The reserve is not established at 100%
because there is some likelihood of collection based on contractual
arrangements and the collection tools the Trust has at its disposal.

As a federal agency, the Trust has the full force of the United States
government to facilitate collecting past due amounts. The Trust has

an interagency agreement with the US Treasury, Debt Management
Services (DMS) for debt collection, and once a debt is deemed
uncollectible, and the Trust has taken appropriate collection action, the
debtor information is sent to DMS for collection. Debts that are given
to DMS for collection are not written off until DMS deems the debt as
uncollectible.



G. Direct Loans and Loan Guarantees

The Trust is empowered to provide direct loans to non-Federal
borrowers and to guarantee loans to non-Federal borrowers for
construction and renovation. The Trust has not exercised this authority.

H. General Property, Plant, and Equipment, Net

General Property, Plant, & Equipment

General Property, Plant, & Equipment (PP&E) includes fixed assets
owned by the Trust as the result of purchases by the Trust and/or
transfers from other governmental entities, primarily the NPS. General
PP&E consists of buildings, improvements to buildings, structures and
facilities, land improvements, equipment, vehicles, capital leases, and

construction in progress.

In general, the Trust capitalizes fixed assets valued in excess of $25,000
with a useful life of two or more years and depreciates assets using the
straight-line amortization method over the assigned useful lives of the
property. All assets are assigned a useful life between three to ninety
years dependent upon the asset category. For financial statement
purposes, a pro-rated share of depreciation expense for the asset is
recorded in the year of acquisition or project completion depending on
the month the asset is placed into service.

Additionally, the Trust capitalizes expenditures for improvements to
infrastructure and buildings based upon the following criteria:

e costs exceed $25,000
e are not considered to be repairs and maintenance
* have a useful life of two or more years

Assets may include, in addition to direct costs, an assigned indirect
cost component. Indirect costs are determined in accordance with the

guidelines set forth in OMB Circular A-11, Preparation Submission and
Execution of the Budget, and the SFFAS No. 6, and are comprised of
those indirect costs incurred to bring the PP&E to a form and location
suitable for its intended use. The Trust identified these costs based
upon a review of its operating activities. Indirect costs are allocated to
capital assets using systematic methods approved by management.

Land is considered to be general PP&E and, in accordance with SFFAS
No. 6, is to be recorded at cost. The Trust has no land, other than
roadbeds recorded as part of General PP&E.

Assets received from the Doyle Drive project (NOTE 22) are subject

to the Trust’s asset capitalization criteria but may be constructively
accepted if a formal acceptance has not occurred upon completion of
construction and when the asset has been placed in use.

Construction in Progress

Construction in Progress (CIP) is used for the accumulation of the
cost of construction or major renovation of fixed assets during the
construction period. The assets are transferred out of CIP when the
project is substantially completed.

Stewardship & Heritage Assets

Stewardship Assets consist of the public domain land of the Presidio.
Heritage assets exist throughout the Presidio and consist of such items
as historic buildings, monuments, and historic sites. Both stewardship
assets and heritage assets have been entrusted to the Trust to maintain
in perpetuity for the benefit of current and future generations.

The stewardship land and heritage assets are considered priceless
and irreplaceable. As such the Trust assigns no value to them and the
PP&E on the balance sheet excludes these assets.
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. Advances and Prepayments

Payments in advance of the receipt of goods and services are recorded
as prepaid charges at the time of prepayment and recognized as
expenses when the related goods and services are received.

J. OtherAssets

Rental revenue is recognized using the straight-line method over the
term of the lease. Any amounts deferred that are not payable by the
lessee until future years are included in deferred rent receivable.

Broker commissions and other direct costs associated with leasing
revenue are placed into a deferred asset account and amortized over the
term of the lease.

K. Liabilities

Liabilities represent the amount of monies or other resources that are
likely to be paid by the Trust as the result of a transaction or an event
that has already occurred. No liability can be paid by the Trust absent
an appropriation or spending authority (authority to spend revenues as
granted by the Trust Act) granted by the Congress and OMB.

Future liabilities for which current year spending authority will not

be used are disclosed as liabilities not covered by budgetary resources
or unfunded liabilities. In addition, if other resources or advances

that would allow for future spending authority to be designated for

the particular liability are not available the liability will be disclosed

as a liability not covered by budgetary resources or an unfunded
liability. The liquidation of liabilities not covered by budgetary or other
resources is dependent on funding.

The Trust estimates accounts payable on a current assessment of
services and goods received but not paid.

Environmental Remediation Liabilities

The Army closed its base at the Presidio in September 1994 and
transferred administrative jurisdiction of the Presidio to the NPS
through the DOI for incorporation into the Golden Gate National
Recreation Area.

Executive Order 12580 delegated the responsibility to conduct
the environmental cleanup of the Presidio to the Army. Under

an interagency agreement with the DOI, the Army retained this
responsibility as one of the terms of the jurisdictional transfer and
initiated certain actions to address environmental conditions at the
Presidio.

When Congress created the Trust in 1996, it separated the
administrative jurisdiction of the Presidio into two areas: Area A, over
which DOI retained authority, and Area B, which was transferred to the
Trust in July 1998.

Under a Memorandum of Agreement (the Presidio MOA) among the
Trust, DOL, and the Army, the Trust assumed the Army’s responsibilities
as lead agent for the environmental cleanup in both Area A and Area B.
The Army provided $99 million to the Trust in exchange for the Trust’s
assumption of such responsibilities. All of the Army funds have been
spent and the remaining liability is unfunded. As discussed in NOTE 11,
the Trust obtained two environmental insurance policies related to
liabilities in excess of the Army funds. Those policies expired on May
24, 2014.

Changes in cleanup costs result in an increase or decrease to the
environmental remediation liability and are calculated in current year
dollars as prescribed by accounting standards. The liability that remains
on the Trust’s balance sheet is the liability associated with the operations



and maintenance of various remediation sites as required by Trust
regulators.

Non-friable Asbestos Cleanup Liability

Technical Bulletin 2006-1 — Recognition and Measurement of Asbestos
Cleanup cost requires that federal entities recognize a liability for
friable and nonfriable asbestos that are probable and reasonably
estimable. This liability has been adjusted for work accomplished to
date in 2014.

Almost all asbestos in the Presidio identified in this liability is

considered non-friable, meaning material that contains asbestos fibers
which are bonded by cement, vinyl, resin or other similar material and
which cannot be crumbled, pulverized, or reduced to powder by hand

pressure.

Contingent Liabilities

Contingent Liabilities are liabilities where the existence or amount of
the liability cannot be determined with certainty pending the outcome
of future events. The Trust recognizes contingent liabilities when the
liability is probable and reasonably estimable. The Trust discloses
contingent liabilities in the notes to the financial statements when the
conditions for liability recognition are not met and when the outcome of

the future events is more than remote.

Other Liabilities

Other liabilities on the Trust’s balance sheet arise largely from Trust
payroll, normal leasing transactions, and monies received for projects
throughout the park. Liabilities such as security deposits and rent
credits are directly related to leasing activity with both commercial
tenants and residential tenants. Such monies would generally be
refundable to the tenants and are therefore shown as a liability. The
accrued interest payable is related specifically to agreements with

tenants that have rent credits. The accrued interest is unfunded as

it will not be paid but will be depleted by applying it as a rent credit
against future earnings of the Trust. Unearned revenues are those
monies advanced to the Trust for venue rentals and special park uses as
well as monies received for projects which are at various stages but not
yet complete. The Trust recognizes revenue related to these liabilities

as the revenue is earned.

L. Revenues and Financing Sources

The United States Constitution prescribes that no money may be
expended by a federal agency unless and until funds have been
appropriated by Congress. Appropriations are considered to be a
financing source. The Trust no longer receives an appropriation.

The Trust Act allows the Trust to retain funds earned for its own use
and those funds are considered spending authority. Spending authority
is subject to apportionment by OMB. The Trust provides services to

the public and other government entities which are priced at market
value. Previously, Congress provided the Trusts appropriation from the
general receipts of the Treasury. Fiscal Year 2012 was the last fiscal year
the Trust received appropriated funds. The Statement of Budgetary
Resources presents information about the spending authority from
offsetting collections that the Trust has earned.

Exchange and Non-Exchange Revenue

All receipts and revenues of the Trust are classified as either exchange
or non-exchange revenue. Exchange revenues are those that are derived
from transactions in which the Trust and the other party receive value,
including: rent, service district charges, utilities, permits, venue rentals,
lodging, food purchases, and reimbursement for services performed

for other federal agencies and the public, etc. These revenues are
presented on the Trust’s Statement of Net Cost and serve to offset the
costs of the goods and services received by the Trust.
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Non-exchange revenues result from donations to the government.
These revenues are those that are considered not to reduce the cost
of the operations of the Trust and are reported on the Statement of
Changes in Net Position.

With a few minor exceptions, all receipts or revenues by the Trust are
retained by the Trust to fund Trust operations. The Trust deposits all
funds received in the Treasury General Account and these funds are
designated for Trust use through Treasury’s accounting process.

Reporting entities that provide goods and services to the public or
another government entity should disclose specific information related
to their pricing policies. Prices set for the various revenue activities
are designed to recover full costs or market value of those activities
and maintain operations of the park as a self sufficient entity to include
insuring funds are available for capital asset replacement and capital

renovations.

Imputed Financing Sources

In certain instances operating costs of the Trust are paid out of funds
appropriated to other federal agencies. For example, the Office of
Personnel Management (OPM), by law pays certain costs of retirement
programs. The Trust recognizes these costs as an operating expense
and also recognizes an imputed financing source on the Statement of
Changes in Net Position.

Other Financing Sources

From time to time the Trust works on projects in partnership with
the National Park Service (NPS), and the Golden Gate National
Parks Conservancy (GGNPC) on Trust owned assets. These amounts

are recorded as transfers in without reimbursement or donations of
property.

M. Personnel Compensation and Benefits

Annual and Sick Leave Program

Annual leave is accrued as it is earned by employees and is included
in personnel compensation and benefits cost. An unfunded liability is
recognized for earned but unused annual leave since from a budgetary
standpoint this annual leave will be paid from future funding sources
when the leave is used by employees. The amount accrued is based
upon current pay rates of the employees. Sick leave is expensed when
used and no liability is recognized as employees do not vest in that
benefit.

Federal Employees Workers’ Compensation Program (FECA).

FECA provides income and medical cost protection to covered Federal
civilian employees injured on the job, to employees who have incurred
work-related occupational diseases, and beneficiaries of employees
whose deaths are attributable to job related injuries or occupational
diseases. The FECA program is administered by the Department of
Labor (DOL) which pays valid claims and subsequently is reimbursed
from the Trust for these claims.

The FECA liability consists of two components. The first component

is based on actual claims paid by DOL but not yet reimbursed by the
Trust. There is generally a one year lag between payment by DOL and
reimbursement by the Trust. The Trust recognizes a liability for the
actual claims paid by DOL that are to be reimbursed by the Trust which
is recorded in the liability account entitled other employment benefits
payable (NOTE 13). The second component is the estimated liability for
future benefit payments as a result of past events.

This liability includes death, disability, medical, and miscellaneous
costs. The Trust determines this component annually, as of September



30, using a method that considers historical benefit patterns and other
variables. The DOL provides non-CFO Act agencies a model to use
to calculate this liability. The Trust recognizes an unfunded liability to
DOL for these estimated future payments.

Federal Employees Group Life Insurance Program (FEGLI)

Most Trust employees are entitled to participate in the FEGLI
program. Participating employees can obtain “basic life” term
insurance, with the Trust reimbursing the employees the cost of the
basic life insurance biannually. Additional coverage is optional and

is to be paid fully by the employee. The basic life coverage may be
continued into retirement if certain requirements are met. OPM
administers this program and is responsible for the reporting of
liabilities. For each fiscal year, OPM calculates the U.S. Government’s
service costs for the post retirement portion of the basic life

coverage. The Trust’s contributions are fully allocated by OPM to the
preretirement portion of coverage, so the Trust has recognized the
entire service cost of the post retirement portion of basic life coverage

as an imputed cost and an imputed financing source.

Retirement Plans

There are two primary retirement systems for Federal employees.
Employees hired prior to January 1, 1984, may participate in the Civil
Service Retirement System (CSRS), and employees hired after that
date are eligible to participate in the Federal Employee Retirement
System (FERS). The Trust Act affords the Trust the ability to
manage the payroll process outside of the laws governing civil service
retirement; however, the Trust has elected to use the retirement
systems in place for federal employees. Most employees hired after
December 31, 1983, are automatically covered by FERS and Social
Security. Employees hired prior to January 1, 1984, elected to either
join FERS and Social Security or remain in CSRS. Although the Trust

hired its first employees in 1999, the Trust does have some employees
in CSRS as these employees have transferred to the Trust from other
federal agencies and have prior federal service, six percent of employees
participate in CSRS and ninety-four percent of employees participate

in FERS.

A primary feature of FERS is that it offers a savings plan to which

the Trust contributes one percent of employees’ pay and matches any
employee contribution up to five percent of pay, dollar for dollar on the
first three percent and fifty cents per dollar thereafter. An employee
must contribute up to five percent of their pay to take advantage of the
matching but employees are eligible for the one percent contribution
no matter if they elect to contribute to the fund or not.

For FERS employees the Trust also contributes the employer’s
matching share of Social Security. The Trust does not report CSRS
or FERS assets, accumulated plan benefits, or unfunded liabilities,
if any, applicable to its employees. Reporting such amounts is the
responsibility of the OPM. The Trust does report as an imputed
financing source and a program expense, the difference between its
contributions to Federal employee pension and other retirement
benefits and the estimated actuarial costs as computed by the OPM.
The amounts reported as of September 30, 2014 and 2013 are
$1,174,785 and $949,414 respectively.

N. Federal GovernmentTransactions

The Trust’s financial activities interact with the financial activities of

the centralized management functions of the Federal Government.
These activities include public debt and cash management activities and
employee retirement, life insurance, and health benefits. The financial
statements of the Trust do not include the costs of centralized activities
performed for the benefit of the entire government.
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0. Income Taxes

As an agency of the federal government, the Trust is generally exempt
from all income taxes imposed by any governing body, whether it is a
Federal, State, commonwealth, local, or foreign government.

P Estimates

Preparation of financial statements in accordance with GAAP requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting
period. Significant estimates in the financial statements include
environmental liabilities, non-friable asbestos cleanup liabilities,
allowance for doubtful accounts, the historical cost of assets acquired
from NPS, and useful lives of general PP&E. Actual results may differ
from those estimates.

2. Fund Balance with Treasury

Fund Balance with Treasury, which consists entirely of revolving funds,
is $5,004,108 and $5,066,539 as of September 30, 2014 and 2013
respectively.

Status of Fund Balance with Treasury on September 30, 2014 and 2013

are as follows:

2014 2013

Fund Balance with Treasury and

Overnight Investments § 38,884,108 § 31,817,539

Less Invested Unobligated Balance (9,589,280) 0

Less Invested Unpaid Obligated Balance (24,281,720)  (26,751,000)

Fund Balance $ 5,004,108 $ 5,066,539

The fund balance contained an unobligated amount of $9,589,280 at
September 30, 2014 but was completely obligated and unavailable as of
September 30, 2013.

3. Cash and Other Monetary Assets

Various cash accounts exist to assist in operations around the park:

2014 2013
Trust Petty Cash $ 1,000 $ 1,000
Igst'stijecr;tsiil Property Management 750 600
st gt Mt g
Inn at the Presidio Petty Cash 1,500 1,500
Deposits in Transit 586,412 1,042,038
Total Cash $ 589,662 $ 1,057,423




4. Investments

INVESTMENTS AS OF SEPTEMBER 30, 2014
INTRAGOVERNMENTAL SECURITIES

Maturity Interest Cost/ Unamortized Net
Date Rate Par Value Discount Value
Non-marketable/Market Based 10/01/14 0.010% $ 33,880,000 $ 0 $ 33,880,000
Non-marketable/Market Based 9/30/29 5.52% 2,978,000 0 2,978,000
Non-marketable/Market Based 9/30/29 6.12% 30,266,000 0 30,266,000
TOTAL INVESTMENTS $ 67,124,000 $0 $ 67,124,000
INVESTMENTS AS OF SEPTEMBER 30, 2013
INTRAGOVERNMENTAL SECURITIES
Maturity Interest Cost/ Unamortized Net
Date Rate Par Value Discount Value
Non-marketable/Market Based 10/01/13 0.030% $ 26,751,000 $ 0 $ 26,751,000
Non-marketable/Market Based 9/30/29 5.52% 2,978,000 0 2,978,000
Non-marketable/Market Based 9/30/29 6.12% 30,266,000 0 30,266,000
TOTAL INVESTMENTS $ 59,995,000 $0 $ 59,995,000

In fiscal years 2014 and 2013, both of the investments with a September 30, 2029 maturity date are investments of the proceeds from Trust
borrowings from the Treasury (see NOTE 10). The BF'S invests these proceeds with the agreement that the borrowing and investment net to zero

unless the Trust needs access to the cash. The Trust was not owed interest on the investment of the proceeds from the borrowing, and the amount
of $2,017,287 was paid in full to the Trust by the BFS prior to the end of each fiscal year.
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5. Accounts Receivable, Net

Accounts receivable as of September 30, 2014, is comprised of the following:

Intra-Government Non-Government Total
Gross Accounts Receivable $ 192,967 $ 4,490,425 $ 4,683,392
Less Allowance for Uncollectible Accounts 0 (1,179,837) (1,179,837)
NET ACCOUNTS RECEIVABLE AT SEPTEMBER 30, 2014 $ 192,967 $ 3,310,588 $ 3,503,555

The Non-Government accounts receivable as of September 30, 2014, includes a $654,740 receivable related to insurance reimbursement for the
environmental remediation program (NOTE 11).

Accounts receivable as of September 30, 2013, is comprised of the following:

Intra-Government Non-Government Total
Gross Accounts Receivable $ 429,533 $ 24492412 $ 24921954
Less Allowance for Uncollectible Accounts 0 (1,967,530) (1,967,530)
NET ACCOUNTS RECEIVABLE AT SEPTEMBER 30, 2013 $ 429,533 $ 22,524,882 $ 22,954,415

The Non-Government accounts receivable as of September 30, 2013, of $24,492,412 includes an $18,722,183 receivable related to insurance

reimbursement for the environmental remediation program (NOTE 11).



6. General Property, Plant and Equipment

Property Plant and Equipment (PP&E) consists of property used in operations:

Estimated Accumulated Net Balance Net Balance

Classification Useful Life Cost Depreciation at 9/30/14 at 9/30/13
Land and Land Righ’tsl N/A $ 3,460,320 N/A $ 3,460,320 $ 3,460,320
Improvements to Land 2 49,816,636 21,350,553 28,466,083 28,403,222
Construction-in-Progress N/A 9,936,858 N/A 9,936,858 27,430,113
Buildings, Improvements, .

] o 40 years® 374,426,551 80,418,566 294,007,985 266,990,672
Renovations & Rehabilitations
Other Property, Plant and Equipment
(including furnishings, equipment, 3 105,394,833 46,012,460 59,382,373 60,516,180

and software)

$ 543,035,198

$ 147,781,579

$ 395,253,619

$ 386,500,506

Depreciation expense was $20,210,916 and $18,623,221 in fiscal years 2014 and 2013 respectively.

1 The land asset classification cost is the cost of road beds.

2 Buildings, Improvements and Related Renovations and Rehabilitations have useful lives of 40 years or less for improvements and renovations depending on remaining building life.

Tenant Improvements are amortized over the life of the tenant’s lease.

3 Other Property, Plant and Equipment and Land Improvements are depreciated using a straight line method over their estimated useful lives ranging from three to ninety years.
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7. Stewardship Property Plant & Equipment

The heritage and stewardship assets of the Presidio Trust are the natural
resources and historic buildings that are directly related to preserving
the historical integrity of the Presidio. The Trust’s stewardship policies
are outlined in several key documents including: the Presidio Trust
Management Plan (PTMP) and the Vegetation Management Plan
(VMP). The PTMP proposes a focused and realistic vision which
ensures that the Presidio’s cultural, natural, scenic, and recreational
resources are preserved while at the same time ensuring that the
Presidio’s historic buildings are rehabilitated. The stewardship and
heritage assets are an integral part of the park and the PTMP commits
the Trust to preserving open space within the park. The VMP describes
how the historic forest will be rehabilitated, how wetlands will be
enhanced, and how native plant and wildlife species will be protected.
Further, the PTMP outlines how the Trust will preserve its National
Historic Landmark Status.

Heritage and Multi-Use Heritage assets are historic buildings. Heritage
assets are the buildings that will never be occupied by a tenant but will
be preserved to ensure that historic integrity remains intact. Multi-use
heritage assets, while historical in nature, are buildings that are or may
be leased to tenants.

A building can only be added to the heritage category if it is deemed
that the building will not ever be occupied.

Stewardship assets consist primarily of historic forest and restoration of
lands within the boundaries of the park. There has been no acquisition
of new land. Land stewardship consists of forestry acreage added and
withdrawn; this represents reforestation activities which results in a
turnover of approximately two acres of forest each year.

The following table depicts the number of physical units at the end of
fiscal year 2013, additions and withdrawals during fiscal year 2014 and
the ending number of units at the end of fiscal year 2014.

Beginning Ending
Balance Balance
Number of Number of
Classification  Buildings Additions Withdrawals Buildings
Heritage 10 0 1 9
Multi-Use 411 1 0 412
eritage
Number of Acres Acres Number of
Acres Added Withdrawn Acres
Land
Stewardship 852.8 6.8 3.2 856.4

The following table depicts the number of physical units at the end of

fiscal year 2012, additions and withdrawals during fiscal year 2013 and

the ending number of units at the end of fiscal year 2013.

Beginning Ending
Balance Balance
Number of Number of
Classification  Buildings Additions Withdrawals  Buildings
Heritage 11 0 1 10
Multi-Use 410 1 0 411
eritage
Number of Acres Acres Number of
Acres Added Withdrawn Acres
Land
Stewardship 869 3.9 20.1 852.8

Heritage buildings are those buildings that are historical in nature but

which the Trust never expects to lease, in fiscal year 2014 the Trust

elected to move building 95 to the multi-use heritage category as it is
being used to house an art exhibit and in 2013 the State of California
renovated Building 669 as part of the Doyle Drive project and that

building was moved into the Multi-Use Heritage category.

Acreage is added and withdrawn based on projects completed within

the park. The large shift in acreage is largely due to the Doyle Drive

project which has shifted areas into built space temporarily. Once the

project is complete, acreage will be reclaimed for stewardship.



8. Other Assets

9. Liabilities Not Covered by Budgetary Resources

Other assets as of September 30, 2014 and 2013 are comprised of the
following:

Liabilities not covered by budgetary resources are those liabilities
that may be funded from future resources. Liabilities not covered by

2014 2013
Prepayments $ 979,075 $ 1,045,305
Deferred Rent Receivable 23,084,634 21,455,983
Other Deferred Real Estate Assets 494,748 618,290
Total Other Assets $ 24558457 $ 23,119,578

budgetary resources as of September 30, 2014 and 2013 are comprised

of the following:

2014 2013
FECA Actuarial $ 6,809,069 $ 7,371,273
Contingent Liabilities [NOTE 15] 505,000 315,000
E.nVI.r(')nmental Remediation 4397810 10,911,317
Liability [NOTE 11]
N.onjf.rlable Asbestos 40,247,327 39.153.506
LiabilityINOTE 12]
Annual Leave Liability 2,463,433 2,377,700
Rent Credit Liability 5,021,204 4,209,004
Accrued Interest Payable 758,134 728,470
LIABILITIES NOT COVERED BY
BUDGETARY RESOURCES 60,201,977 65,066,270
Liabilities Covered by 137,189,001 139.365.785
Budgetary Resources

TOTAL LIABILITIES

$ 197,391,068

$ 205,432,055
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10. Debt

The Trust has the following debt to Treasury as of September 30, 2014

and 2013:

Maturity

Date 2014 2013

DEBT TO THE TREASURY

Note C (dated 9/29/00)  9/30/2029 $ 20,000,000 $ 20,000,000
20,000,000
Note C (dated 9/29/01)  9/30/2029 9,978,000 9,978,000

Note C (dated 9/28/00)  9/30/2029 20,000,000

TOTAL PRINCIPAL

$49,978,000 $49,978,000

The Presidio Trust Act granted the Trust the authority to borrow from
the U.S. Treasury. The aggregate amount of outstanding obligations
at any one time is limited to $150 million. These borrowings financed
building and infrastructure rehabilitation by the Trust. Borrowing
was contingent on the Secretary of the Treasury determining that

the projects to be funded from the proceeds were creditworthy. In
1999, the Trust and the Secretary of the Treasury established a written

borrowing agreement to advance funds for capital improvement

projects. The Trust executed a promissory note for the requested
amount to evidence the obligation of the Trust to repay the Treasury the

sum borrowed, together with any late charges that might be incurred.

The Trust was granted $49,978,000 in borrowing authority. The terms
surrounding the Trust’s borrowing authority have been described below.
The debt the Trust has incurred is all related to the borrowing authority

granted to the Trust.

The Trust has issued the following promissory notes to the BFS:

iy

NOTE € (dated 9/29/00)

Principal amount is $20 million. The amount was used

for the capital improvement projects activities in, on, or in
support of particular Trust assets, specifically the Baker Beach
Apartments, Building 220 and Building 36. The note includes
a pledge by the Trust to the Treasury of all rents, revenues,
income, and proceeds arising out of the Trust’s administration,
operation, and leasing of the Baker Beach Apartments,
Building 220, and Building 36 that have been improved. The
note carries an interest rate of 6.122% requires principal
payments starting in 2015 and matures on September 30, 2029.

NOTE C (dated 9/28/00)

Principal amount is $20 million. The amount of the request
was used for the capital improvement projects activities in, on,
or in support of any Trust assets. The note includes a pledge
by the Trust to the Treasury of all rents, revenues, income, and
proceeds arising out of the Trust’s administration, operation,
and leasing of the Baker Beach Apartments, Building 220

and Building 36. The note carries an interest rate of 6.122%
requires principal payments starting in 2015 and matures on
September 30, 2029.

NOTE ¢ (dated 9/29/01)

Principal amount is $9,978,000. The amount of the request
was used for the capital improvement projects activities in, on,
or in support of any Trust assets. The note includes a pledge
by the Trust to the Treasury of all rents, revenues, income, and
proceeds arising out of the Trust’s administration, operation,
and leasing of the Baker Beach Apartments, Building 220

and Building 36. The note carries an interest rate of 5.515%
requires principal payments starting in 2015 and matures on
September 30, 2029.



The Trust incurred $2,999,087 in interest cost for both fiscal year 2014
and fiscal year 2013 which was included in program costs.

In fiscal year 2014, no additional debt obligations were issued and

there was no borrowing authority available at September 30, 2014 or
September 30, 2013. Debt repayment on the current borrowings is
$2,192,191 in fiscal year 2015; $2,317,726 in fiscal year 2016; $2,450,454
in fiscal year 2017; $2,590,788 in fiscal year 2018, 2,739,162 in fiscal

year 2019 with the remainder in years thereafter.

11. Other Liabilities — Environmental Remediation

Agency Responsibilities for Environmental Cleanup

As discussed in NOTE 1, Significant Accounting Policies, the Trust is the
lead agent for environmental cleanup of the Presidio.

Cleanup included enumerated sites where an environmental threat
(Substance and Condition) was known based on past Army studies
or records. All enumerated sites have been remediated to current
standards protective of human health and the environment in
accordance with future reuse plans for the Presidio. All enumerated
sites were closed with no further action required or are governed by
land use control with regulatory oversight if applicable. Costs for
enumerated sites were funded through an advance from the Army,
Trust funding, and reimbursement from insurance policies (see
discussion of the Trust’s insurance policies below). Future cleanup also
includes unknown contamination which is any environmental threat
at or migrating from the Presidio that is not an enumerated site and
is attributable to the Army. The Army retained sole responsibility to
fund and/or to perform all environmental cleanup work of unknown

contamination as well as for the cleanup of radioactive materials,

chemical and biological warfare agents, and unexploded ordnance if

discovered at the Presidio.

The Trust obtained two environmental insurance policies: a
Remediation Stop Loss (RSL) policy and a Real Estate Environmental
Liability (REEL) policy (both policies expired on May 24, 2014):

The RSL policy provided the Trust with insurance against cost overruns
in implementing environmental remedies that had been approved

by the appropriate regulatory agencies for known contamination

at enumerated sites. The RSL policy paid for remediation costs in
excess of $100 million (self-insured retention) spent by the Trust for
“necessary and reasonable” costs. The RSL policy had a liability limit
of $100 million, and was set up so that the Trust paid the first $100
million of remediation costs and the RSL policy would pay for the
second $100 million. The Army and DOI were each named as an
additional insured on the RSL policy. Allowable cleanup exceeded the
$100 million self-insured retention in fiscal year 2012; subsequently,
costs incurred through May 24, 2014 were reimbursed except for a
remaining receivable of $275,285. The REEL policy provided coverage
for unknown contamination. The REEL policy has a limit of $10 million
(with a $25,000 deductible) and a $50 million total for all claims. At
September 30, 2014 there was one active project being reimbursed
under the REEL policy.

Liability for Environmental Cleanup Costs

Changes in cleanup cost estimates were developed in accordance
with agency procedure which provided for a systematic process for
cost estimating and placed emphasis on development and retention
of supporting documentation. This total cost to complete has been

updated to reflect the cost of cleanup as of September 30, 2014.
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The liability reflected on the Trust balance sheet as of September The table below identifies the Trust’s costs from inception of the

30, 2014 is for operations and maintenance of sites as required by environmental cleanup program to completion. The table separately
regulatory agencies. The operations and maintenance estimates will be identifies the costs related to the cleanup of known contaminants
reviewed each year. Operations and maintenance are largely estimated (enumerated sites) at the time the Army turned the cleanup over to the
to extend for thirty years or a shorter period if regulatory land use Trust and contaminants identified by the Trust subsequent to the Army’s
controls allow for a shorter period. turnover (unknown contamination).
Known Contaminants Unknown Contaminants
As of 9/30/2014 As of 9/30/2014
At At Total Spent Cost At
Spent Completion Spent Completion  As of 9/30/2014  Completion
Allowable Costs 137,744,295 137,744,295 8,053,768 13,813,683 145,798,063 151,557,978
Other Costs 21,397,055 21,397,055 0 0 21,397,055 21,397,055
TOTAL COSTS 159,141,350 159,141,350 8,053,768 13,813,683 167,195,117 172,955,033
Remediation Stop Loss Liability 0
Less Resources
Army/Other (Reimbursement) 152,423,797 7,42.917 (7,422,917) 159,846,714
Insurance/Other (Estimate) 245,285 393,119 (393,119) 638,404
TOTAL AFTER RESOURCES 6,472,268 5,997,647 12,469,915
TOTAL OF KNOWN CONTAMINANTS AT COMPLETION 159,379,081

OPERATIONS & MAINTENANCE LIABILITY BALANCE SHEET 4,397,810




The Trust’s financial statements reflect a liability for environmental
remediation cleanup costs of $4,397,810 and $10,911,317 which is
unfunded as of September 30, 2014 and 2013 respectively. This
represents the total estimated cost at completion less the expected
Army and insurance reimbursements (claims filed). The actual cost at
completion may vary from the current estimated cost at completion.
The change in liability as of September 2014 and 2013 is reflected in
the chart below:

12. Other Liabilities — Non-friable Asbestos Cleanup

Liability per Balance Sheet 2014 2013
Beginning Balance $ 10,911,317 $ 29,450,986
Costs Applied, net (9,717,214) (18,594,920)
Cost to Complete/Operatlons 3,203,707 55.951

& Maintenance

TOTAL LIABILITY $ 4,397,810 $ 10,911,317

The total estimated cost at completion is reflective of the final expenses
to be incurred on the major portion of the program and regulatory
operations and maintenance. Annually, management will update the
total estimated cost at completion and will periodically enlist third party
expertise to assist management in formulating detailed projections
based on a thorough review of the remediation program.

The Trust’s financial statements reflect an asbestos cleanup liability of
$40,247,327 as of September 30, 2014 and $39,153,506 as of September
30, 2013. This liability was recorded in 2013 as required by Technical
Bulletin 2006-1, Recognition and Measurement of Asbestos-Related
Cleanup Costs, and will be adjusted annually to reflect asbestos cleanup

performed and revised estimated liability amounts.

Almost all of the liability reflects non-friable asbestos, which is material
that contains asbestos fibers which are bonded by cement, vinyl, resin
or other similar material and cannot be crumbled, pulverized, or
reduced to powder by hand pressure. As such, the Trust anticipates the
removal of this asbestos will occur over time as individual facilities are

renovated.

The Trust recognized clean-up cost associated with non-friable asbestos
of $232,872 and $289,037 in fiscal years 2014 and 2013 respectively.
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13. Other Liabilities

Other liabilities as of September 30, 2014 and 2013 are comprised of the following:

2014 2013
Non-Current Current Non-Current Current

INTRAGOVERNMENTAL

Employer Contributions Payable $ 0 $ 153,875 $ 0 $ 132,854
Other Employment Benefits 148,852 630,701 175,009 779,282
Unearned Revenue 0 15,582 0 749,054
TOTAL INTRAGOVERNMENTAL 148,852 800,158 175,009 1,706,190
Environmental Remediation Liability [NOTE 11] 3,979,529 418,281 0 10,911,317
Non-friable Asbestos Cleanup Cost [NOTE 12] 39,947,327 300,000 38,853,506 300,000
FECA Actuarial [NOTE 9] 6,250,242 558,827 6,797,036 574,237
Contingent Liabilities [NOTE 15] 0 505,000 0 315,000
Security Deposits 5,683,387 0 5,272,648 0
Unearned Revenue 34,045,497 22,104,467 40,778,777 20,424,398
Payroll Payable 0 760,504 0 2,085,301
Annual Leave Liability [NOTE 9] 0 2,463,433 0 2,377,700
Rent Credit Liability [NOTE 9] 4,329,928 691,276 4,107,995 101,009
Prepaid Rents & Services 0 1,232,388 0 1,418,269
Accrued Interest Payable [NOTE 9] 758,134 0 728,470 0
Food Program Liability 4,663,462 250,000 0 0
Other Liabilities 0 171,461 0 78,328

TOTAL OTHER LIABILITIES

$ 99,806,358

$ 29,696,968

$ 96,713,439

$ 40,291,749




14. Leases

Trust as Lessee

Operating Leases

Operating leases are used for equipment. The Trust currently leases
multiple copiers which are under agreements that do not have a
definitive lease period that exceed one year. The Trust also leases
government vehicles from General Services Administration (GSA), but

such leases are for a year or less.

Trust as Lessor

Operating Leases

Description of Lease Arrangements:

The Trust’s properties are leased under terms from one month up to 67
years. The Trust expects that these leases will be renewed or replaced
by other leases in the normal course of business. In addition, fifteen
leases are operated under contingent rental agreements wherein the
monthly rental revenue is either a percent of the lessees” monthly
revenue or base rent plus additional rent based upon a percent of the
lessees” monthly revenue. The Trust also provides free rent or reduced
rental rates to certain employees of the Trust, other Presidio based
employees, and other governmental agencies.

Minimum future lease payments to be received under non-cancelable
operating leases are as follows:

Fiscal Year Total

2015 $ 20,427,111
2016 19,002,363
2017 15,677,278
2018 13,600,146
2019 12,313,979
Thereafter 408,757,031
TOTAL $ 489,767,908

15. Commitments and Contingencies

From time to time, the Trust is involved in legal matters, including
tort and employment-related claims. Currently the Trust has pending
one workplace discrimination claim and two tort claims. The Trust is
actively pursuing each of these claims and has assigned a contingent
liability of $505,000 to all of the claims, in the aggregate. Trust
management does not expect other pending legal matters to have a

material impact on its financial condition or net costs.
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16. Intragovernmental Costs & Exchange Revenues

Exchange Revenue

The Trust provides services to the public and other government
entities. Revenue earned from the U.S. Treasury is from earnings on
investments. Revenue earned from the Department of the Interior
was related to work on a reimbursable project and other miscellaneous
services that the Trust provides. Revenue earned from the Department
of Defense is primarily related to a grant for work on the Main Post.
Revenues earned from the Department of the Army are primarily
related to the environmental remediation program.

Agency 2014 2013

Office of Personnel g 7.059.301 g 6727535

Management

Department of Interior 4,642,043 4,819,761
U.S. Treasury 2,999,087 3,006,140
Department of Labor 588,899 877,850

General Services

Administration 637,215 627,194
Agency 2014 2013 Other 84,483 22,888
U.S. Treasury $ 2,029,795 $ 2,042,907 TOTAL $ 16,011,028 $ 16,081,368
Department of Defense 668,664 5,779,106
Department of the Army 0 81,873
Department of Interior 272,658 190,778 17. Apportionment Categories of Obligations Incurred: Direct Vs.
Other 420,029 665,933 Reimbursable Obligations
TOTAL $ 3,391,146 $ 8,760,597 All obligations are under reimbursable authority. The amount

The Trust also incurs costs for services provided by other government
agencies or for programs run by other government agencies. Costs
incurred with the OPM are for employee benefits. The Department of
Interior provides public safety, payroll, and other miscellaneous services
to the Trust. Costs incurred with the U.S. Treasury are for interest on

loans.

of obligations incurred as of September 30, 2014 and 2013 was
$113,519,367 and $113,487,784 respectively.



18. Permanent Indefinite Appropriations

The Trust has a permanent indefinite appropriation which is used to
finance operations, maintenance, and capital improvements in Area B
of the Presidio. An indefinite appropriation is one that does not have

a specific amount but is determined from sources specified in the
appropriations act. In accordance with the Trust Act, the Trust is able to
retain revenues to fund operations.

19. Undelivered Orders at End of Period

Undelivered orders represent amounts for which funds were obligated
but the goods and/or services related to those specific orders have not
been received. The balance of undelivered orders at September 30,
2014 and 2013 were $5,254,022 and $16,040,640 respectively.

20. Contributed Capital

The Trust is granted the authority to accept donations in the Trust Act.
The Trust received direct donations of $15,993 and $2,195 in fiscal
years 2014 and 2013 respectively. The Trust also receives grants and
other funding for various projects within the park. In fiscal year 2014,
the Trust received $2,311,191 in funds related to land improvements,
historical renovations, and programs at the Presidio Institute, and in
fiscal year 2013 the Trust received $119,231. The Trust also received
$3,000,000 from the San Francisco Airport for ongoing wetlands
mitigation work.

21. Reconciliation of Net Cost of Operations (Proprietary) to
Budget

The following schedule has been prepared in accordance with SFFAS
No. 7, Accounting for Revenue and Other Financing Sources and
Concepts for Reconciling Budgetary and Financial Accounting. It
represents a reconciliation between the proprietary accounts and

the budgetary accounts, and is a reconciliation of the Statement of

Net Costs to the Statement of Budgetary Resources. Accrual basis
accounting standards used in the Statements of Net Cost, Statements of
Changes in Net Position, and Balance Sheets differ from the budgetary
basis used in the Statement of Budgetary Resources, with regard to the
treatment of liabilities. A liability not covered by budgetary resources
may not be recorded as a funded liability in the budgetary accounts of
the Trust’s general ledger, which supports the Statement of Budgetary
Resources. Liabilities are considered “funded” for purposes of the
Balance Sheets, Statements of Net Cost and Statements of Changes in
Net Position.

The reconciliation between budgetary and proprietary includes a
section depicting the change in certain unfunded liabilities. The
amounts in this section may not correlate exactly with the amounts
shown in NOTE 9 — Liabilities not covered by Budgetary Resources.
Differences primarily result from Treasury requirements related to
where the changes in these liabilities are reported in the Reconciliation
of Net Costs of Operations. These requirements are dependent upon
whether the change resulted in an increase or a decrease to the liability

account.
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RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

FOR THE YEARS ENDED SEPTEMBER 30,

2014 2013
RESOURCES USED TO FINANCE ACTIVITIES
Budgetary Resources Obligated
Obligations Incurred $ 113,519,367 $ 113,487,784
Less: Spending Authority from Offsetting Collections and Recoveries 112,258,675 129,679,945
Obligations net of Offsetting Collections and Recoveries 1,260,692 (16,192,161)
Less: Offsetting Receipts
Net Oblig‘dtions 1,260,692 (16,192,161)
Other Resources
Donations Non-Financial Resources 668,211 1,925,197
Imputed Financing from Costs Absorbed by Others 1,174,785 949,414
Net Other Resources Used to Finance Activities 1,842,996 2,874,610
TOTAL RESOURCES USED TO FINANCE ACTIVITIES 3,103,687 (13,317,550)
RESOURCES USED TO FINANCE ITEMS NOT PART OF THE NET COST OF OPERATIONS
Change in Budgetary Resources Obligated for Goods, Services, and Benefits Not Yet Provided 3,075,564 747,959
Resources that Fund Expenses Not Recognized in Prior Periods (8,533,877) (19,476,278)
Other 4,062,592 (2,472,562)
Resources that Finance the Acquisition of Assets (24,627,453) (34,279,494)
TOTAL RESOURCES USED TO FUND ITEMS NOT PART OF THE NET COST OF OPERATIONS (26,023,174) (55,480,374)
TOTAL RESOURCES USED TO FINANCE THE NET COST OF OPERATIONS (22,919,487) (68,797,924)
COMPONENTS OF THE NET COST OF OPERATIONS THAT WILL NOT REQUIRE OR GENERATE
RESOURCES IN THE CURRENT PERIOD
Components Requiring or Generating Resources in Future Periods
Increase/Decrease in Annual Leave Liability 85,733 (101,406)
Increase/Decrease in Environmental Remediation Cleanup Cost Liability 3,203,707 55,251
Increase in Asbestos Liability 1,093,821 0
Resources that Funded from (Prior Periods) / Current Periods (447,012) (266,909)
Other (1,368,134) 1,458,208
Total Compc.ments of Net. Cost of Operations that will Require or Generate 2,565,115 1.145.144
Resources in Future Periods
Components Not Requiring or Generating Resources
Loss on Disposition of Assets 95,162 1,400,779
Depreciation and Amortization 20,215,967 18,625,089
Other (3,197,687) 2,912,799
TOTAL COMPONENTS NOT REQUIRING OR GENERATING RESOURCES 17,113,441 22,938,668
NET COST OF OPERATIONS ($ 3,237,931) ($ 44,714,112)




22. Doyle Drive (Presidio Parkway Project)

In October 2009, the Trust, the State of California (State) represented
by its Transportation Department (CALTRANS), and the San Francisco
County Transportation Authority (SFCTA) finalized a Right of Entry
Agreement related to the construction to replace the south access road
to the Golden Gate Bridge known as Doyle Drive (Route 101). Work
on the major construction began at that time and remains ongoing
through fiscal year 2014.

The Trust has received cash compensation under the Right of Entry
agreement with the project sponsors, and will receive assets since the
project must relocate, rebuild, and restore Trust assets in order to build

the parkway.

The cash compensation and fair market value of assets will be
recognized as unearned revenue as they are received, and the revenue
will be earned over time in accordance with SFFAS No. 7. The State
currently has the use of a temporary construction easement and a Trust
owned building; revenue will be recognized over the life of the right of
entry agreement for the State’s use of these items. All other revenue
will be recognized over the estimated life of the new roadway.

The Trust has received a total of cash compensation in the amount of
$66,702,825 and $20,716,713 in fixed assets through fiscal year 2014.
The Trust recognized earned revenue in the amount of $8,983,383 in
fiscal year 2014 and $9,067,489 in fiscal year 2013, leaving a balance of
$43,028,879 in unearned revenue.

The Trust has also recognized earned revenue of $2,763,640 through
September 30, 2014 and $1,406,921 in fiscal year 2013 related to
reimbursement for project support.
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REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
September 30, 2014 and 2013

1. Deferred Maintenance

Deferred maintenance is maintenance or repairs not performed when it was scheduled to be performed, essentially maintenance delayed until a
future time. Maintenance is described as the act of keeping fixed assets in an acceptable condition. It includes preventive maintenance, normal
repairs, replacement of parts and structural components, and other activities needed to preserve the Trust’s assets so that the asset continues to
provide acceptable service and achieve its expected life.

Trust deferred maintenance is determined, through use of staff expertise, using a total life-cycle cost method for all deferred maintenance categories
of major assets. This effort was worked on throughout the year and during preceding fiscal years.

Heritage assets and multi-use heritage assets that have deferred maintenance are a subset of the building category. The Trust is currently in the
process of renovating buildings throughout the Presidio. Buildings that are renovated are maintained to ensure that the renovated condition is
maintained. Buildings that have not been renovated are maintained to a level to ensure that they are preserved until such time as they can be
rehabilitated.

Stewardship assets are included in the grounds category. Stewardship Lands consist primarily of forested lands and trails. The Trust is currently
rehabilitating the forest through several reforestation projects, and reforests approximately two acres per year.



The Trust has determined that there is deferred maintenance in the following categories of assets:

2013 Ending 2014 2014 Actual A;::ilagl;;s 2014 Ending
Balance Scheduled Adjustment Balance

CATEGORY
Infrastructure $ 288422 $ 2252059 $ 719,870 $  (123,131) $ 1,409,058
Grounds:
Stewardship and Landscape 1,352,613 2,013,227 806,973 (199,647) 1,006,597
Total Non-Buildings 1,641,035 4,265,286 1,526,843 (322,788) 2,415,655
Buildings:
Heritage 19,919 6,104 0 0 6,104
Multi-Use Heritage 3,454,464 2,881,924 783,196 0 2,098,728
Non-Historic 1,180,954 1,411,005 498,458 0 912,547
Total Buildings 4,655,337 4,299,033 1,281,654 0 3,017,379
GRAND TOTAL $ 6,296,372 $ 8,564,319 $ 2,808,497 ($ 322,788) $ 5,433,034
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OTHER ACCOMPANYING INFORMATION

Inspector General Summary

The Trust does not have an Inspector General (IG); therefore, this section of the Performance and Accountability Report (PAR) does not contain an

IG narrative.

Improper Payments

As required under the Improper Payments Elimination and Recovery Act (IPERIA), the Trust is subject to reporting to the U.S. Treasury on
payments that the Treasury suspects are improper. The Trust has had no improper payments to report and does not operate any programs that are

susceptible to improper payments.

SUMMARY OF FINANCIAL STATEMENT AUDIT AND MANAGEMENT ASSURANCES

Management certifies to the effectiveness of internal control over operations and conformance with management system requirements.

Audit Opinion Unqualified
Restatement No
Material Beginning Ending
Weakness Balance New Resolved Consolidated Balance
None 0 0 0 0 0
EFFECTIVENESS OF INTERNAL CONTROL OVER FINANCIAL REPORTING
Statement of Assurance Unqualified
Material Beginning Ending
Weakness Balance New Resolved Consolidated Reassessed Balance
None 0 0 0 0 0 0
EFFECTIVENESS OF INTERNAL CONTROL OVER OPERATIONS
Statement of Assurance See Below
Material Beginning Ending
Weakness Balance New Resolved Consolidated Reassessed Balance
None 0 0 0 0 0 0
CONFORMANCE WITH FINANCIAL MANAGEMENT SYSTEM REQUIREMENTS
Statement of Assurance See Below
Non- Beginning Ending
Conformances Balance New Resolved Consolidated Reassessed Balance
None N/A N/A N/A N/A N/A N/A
CONFORMANCE WITH FEDERAL FINANCIAL MANAGEMENT IMPROVEMENT ACT
Statement of Assurance Agency Auditor
Overall Substantial Compliance Yes or No N/A
System Requirements Yes NA
Accounting Standards Yes NA
USSGL — Transaction Level Yes NA




Glossary

BAPR - Barnard Avenue Protected Range

BB — Baker Beach

BFS — Bureau of the Fiscal Service

CAP — Camping at the Presidio

Caltrans — California State Department of Transportation
CIP - Construction in Progress

CSRS - Civil Service Retirement System

DMS — Debt Management Services

DOI - Department of the Interior

DOL - Department of Labor

FASAB — Federal Accounting Standards Advisory Board

FECA - Federal Employee Compensation Act (Worker’s
Compensation)

FEGLI - Federal Employees Group Life Insurance
FERS — Federal Employees Retirement System
FMFIA - Federal Managers’ Financial Integrity Act

GAAP — Generally Accepted Accounting Principles

GGNPC - Golden Gate National Parks Conservancy

GSA — General Service Administration

MOA — Memorandum of Agreement

NPS — National Park Service

OMB - Office of Management and Budget

OPM - Office of Personnel Management

PP&E — Property, Plant, and Equipment

PTMP - Presidio Trust Management Plan

REEL — Real Estate Environmental Liability Insurance Policy
RSL — Remediation Stop Loss Insurance Policy

SFFAS — Statements of Federal Financial Accounting Standards
SFCTA — San Francisco County Transportation Authority
USSGL — United States Standard General Ledger

VMP — Vegetation Management Plan
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INDEPENDENT AUDITORS” REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

e

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Auditors’ Report on Internal Control Over Financial Reporting Based on an Audit of Financial
Statements Performed in Accordance With Government Auditing Standards

The Board of Directors of
The Presidio Trust

We have audited, in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller General of the United States; and Office of Management and
Budget (OMB) Bulletin No. 14-02, Audit Requirements for Federal Financial Statements, the financial statements of the Presidio Trust (the
Trust), which comprise the balance sheets as of September 30, 2014 and 2013, and the related statements of net cost, changes in net position,
and budgetary resources for the years then ended, and the related notes to the financial statements, and have issued our report thereon dated
November 17, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements as of and for the year ended September 30, 2014, we considered the Trust’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Trust’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Trust’s internal control. We did not test all internal controls
relevant to operating objectives as broadly defined by the Federal Managers® Financial Integrity Act of 1982.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.




censc

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed to identify
all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses may exist that have not

been identified.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and the result of that testing, and not to provide an
opinion on the effectiveness of the Trust’s internal control. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Trusts internal control. Accordingly, this communication is not suitable for any other purpose.

November 17, 2014

KPMe LP

KPMG LLP IS A DELAWARE LIMITED LIABILITY PARTNERSHIP,
THE U.S. MEMBER FIRM OF KPMG INTERNATIONAL COOPERATIVE

(“KPMG INTERNATIONAL"), A SWISS ENTITY.
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INDEPENDENT AUDITORS” REPORT ON
COMPLIANCE AND OTHER MATTERS

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Independent Auditors’ Report on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

The Board of Directors of
The Presidio Trust:

We have audited, in accordance with auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller General of the United States; and Office of Management and
Budget (OMB) Bulletin No. 14-02, Audit Requirements for Federal Financial Statements, the financial statements of the Presidio Trust (the
Trust), which comprise the balance sheets as of September 30, 2014 and 2013, and the related statements of net cost, changes in net position,
and budgetary resources for the years then ended, and the related notes to the financial statements, and have issued our report thereon dated
November 17, 2014.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Trust’s financial statements are free from material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts, and certain provisions of other laws and regulations specified in OMB
Bulletin No. 14-02. However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards or OMB Bulletin No. 14-02.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of compliance and the result of that testing, and not to provide an opinion
on the Trusts compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the Trusts compliance. Accordingly, this communication is not suitable for any other purpose.

KPMe LLF

KPMG LLP IS A DELAWARE LIMITED LIABILITY PARTNERSHIP, 1
THE U.S. MEMBER FIRM OF KPMG INTERNATIONAL COOPERATIVE
("KPMG INTERNATIONAL"), A SWISS ENTITY.

November 17, 2014




THE PRESIDIO TRUST

BOARD OF DIRECTORS

1. NANCY HELLMAN BECHTLE, CHAIR OF THE PRESIDIO TRUST BOARD, serves
on the board of directors for the Charles Schwab Corporation and is the chairman
of the board for the Sugar Bow! Corporation. Previously, she was chief financial
officer and director for J.R. Bechtle & Company from 1979 to 1998. From 1987 to
2001, she was president and chief executive officer of the San Francisco Symphony
and has served as a member of the San Francisco Symphony board of governors
since 1984. She served on the board of the National Park Foundation from 2001 to
2007 and held the board’s citizen chair from 2005 to 2007. Ms. Bechtle has received
several honors, including the Lifetime Achievement in the Arts from the California
Arts Council and the Investment in Leadership award from the Coro Foundation.
She holds a bachelor of arts from Stanford University. Ms. Bechtle was appointed
to the Presidio Trust board of directors by President George W. Bush in 2008 and
reappointed by President Barack Obama in 2012.

2. DAVID H. GRUBB, VICE-CHAIR, chaired the Presidio Trust board of directors
from December 2003 until July 2009, and was reappointed to the Trust board by
President Barack Obama in 2010. He served on the Golden Gate National Parks
Conservancy board of trustees from 1990-2000, where he oversaw the effort to
restore Crissy Field as chair of the projects committee. Mr. Grubb joined Swinerton,
a San Francisco based general construction firm in 1964 as a project engineer. He
became the company's president in 1988 and its chairman in 1996. He currently
serves on the board of directors for Immaculate Conception Academy. He has also
served on several cultural and business community committees and has offered

his support to a number of charitable organizations, serving on the boards of

Lucile Packard Children’s Hospital, Saint Patrick's Seminary, the Meadow Club, San
Domenico School, and San Francisco Zoological Society. He holds a bachelor of
science from Princeton University and a master of science from Stanford University.

3. PAULA R. COLLINS is the chief executive officer of WDG Ventures, Inc., a real
estate development company in Northern California, and president of Portfolio

Real Estate Consulting. Ms. Collins is a founder and director of Presidio Bank in
San Francisco, a member of the national board of the Automobile Association of
America, and a director of the AAA Northern California, Nevada, Utah Insurance
Exchange. She has served as a Presidential appointee to the Massachusetts
Institute of Technology (MIT) Visiting Committee for the Department of Urban
Studies and Planning. She has served on the board of directors for the Yerba Buena
Center for the Arts, Special Olympics for Northern California, and BRIDGE Housing
Corporation. Ms. Collins was awarded the Silver Spur by San Francisco Planning
and Urban Research for her dedication to improving the quality of life and economic
health of San Francisco; and has been honored by the National Coalition of 100
Black Women and the San Francisco Business Times. She graduated cum laude

in urban studies from Mt. Holyoke College in Massachusetts and received her
master's degree in city planning from MIT. She was appointed to the Presidio Trust
board by President Barack Obama in 2012.

4. WILLIAM R. HAMBRECHT is the founder of the San Francisco-based financial
services firm WR Hambrecht + Co. Mr. Hambrecht is widely credited with creating
the OpenlPO which made the initial public offering process more equitable. Prior

to WR Hambrecht + Co, he co-founded Hambrecht & Quist, which specialized in
investing in Silicon Valley companies. Mr. Hambrecht has served as a director for
numerous private and public companies. In October 2006, he was inducted into the
American Academy of Arts and Sciences. Mr. Hambrecht graduated from Princeton
University in 1957 He was appointed to the Trust board by President Barack Obama
in 2010.
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5. CHARLENE HARVEY worked for 16 years with the Management Center of

San Francisco as a staff consultant to non-profit organizations. A longtime parks
champion, she has served on the board of the Golden Gate National Parks
Conservancy since 1996. Mrs. Harvey was a driving force behind the creation of
Inspiration Point Overlook at the Presidio, helping fund the project in memory of her
late husband, Jim Harvey, CEO of TransAmerica and chair of the Presidio Council.
Mrs. Harvey is also involved with Conservation International, WWomen for Women
International, and Sustainable Conservation. She is a past chair of KQED and of the
advisory committee to Grants for the Arts, and past president of the Junior League
of San Francisco. She also served on the boards of the San Francisco Foundation,
Rosenberg Foundation, the Mental Health Association of San Francisco, and the
California Pacific Medical Center. She was awarded the SPUR Award in 1997 and
the Outstanding Volunteer Fund Raiser Award in 1996 by the National Society of
Fund Raising Executives. Mrs. Harvey was appointed to the Trust board by President
Barack Obama in 2010.

6. JOHN REYNOLDS served for 39 years in the National Park Service including as
deputy director, regional director, director of the Denver Service Center, superinten-
dent of North Cascades National Park, assistant superintendent of Santa Monica
Mountains National Recreation Area, and Interim Manager of the Presidio. He

was executive vice president of the National Park Foundation from 2005 to 2007.

He currently serves as a board member of the Student Conservation Association;
on the Trust for the National Design Advisory Committee; as a member of North
Cascades Institute, American Alps and Chesapeake Conservancy Advisory Councils;
as chair of the Captain John Smith National Historic Trail Advisory Council; on the
steering committee of the Chesapeake Conservation Partnership; and as the Com-
monwealth of Virginia Citizen Representative on the Chesapeake Bay Commission.
Mr. Reynolds served in the New Jersey National Guard and U.S. Army Reserve from
1966 to 1972. He holds landscape architecture degrees from lowa State University
and the State University of New York at Syracuse. He is a Fellow, American Society
of Landscape Architects. He was appointed as the Secretary of the Interior's desig-
nee to the Trust board in July 2009.

7. ALEX MEHRAN, a San Francisco Bay Area native, is chairman and chief executive
officer of Sunset Development Company, a diversified real estate organization that
created Bishop Ranch in San Ramon, California. He has served at the firm since
1977 Mr. Mehran serves as a Director of the San Francisco Federal Reserve Bank
and as chairman of the Contra Costa Economic Partnership. He is a Past Chairman
and Current Executive Committee member of the Bay Area Council; Member of
the Chancellor's Associates of UCSF; Former Trustee of the Urban Land Institute;
Former Trustee of the San Francisco Ballet; Former Trustee of St. Mary’s College;
Former Trustee of the Episcopal Diocese of California; Former Trustee of the Fine
Arts Museums of San Francisco and Former Director of the United Way of the Bay
Area. He graduated from Harvard College and earned a law degree at Cambridge
University. He was appointed to the Presidio Trust board by President Barack Obama
in 2012.

8. CRAIG MIDDLETON, EXECUTIVE DIRECTOR, joined the Presidio Trust in 1997
as its first employee and has served as its executive director since 2001. During
these years the Presidio Trust has been transformed from a military post into a new
kind of national park site through an innovative multi-sector approach that combines
public and private support. The Presidio Trust became independent of federal
appropriations in 2013 and now operates with earned revenue. More than a billion
dollars of non-federal investments have been made in the Presidio since 1998.

Reporting to a board of directors appointed by the President of the United States,
Mr. Middleton manages a staff of 300 employees and an annual budget of $100
million. Prior to the Presidio Trust, Mr. Middleton was with the non-profit Golden
Gate National Parks Conservancy where he worked with the blue-ribbon Presidio
Council, a group established to provide expertise to assist with the Presidio’s
transition from an Army post to a national park site. Mr. Middleton focused on
legislation that would ultimately create the Presidio Trust.

Mr. Middleton served as press secretary and legislative/appropriations aide to
Congresswoman Nancy Pelosi in Washington prior to his involvement with the
Presidio. He holds a master's degree in public administration from the Monterey
Institute of International Studies and a bachelor’s degree in history, economics, and
political science from the University of California at Santa Barbara.
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