
For the second quarter of 2001, the Federal Home Loan
Bank of San Francisco paid a dividend rate of 5.90%
(annualized). This rate is consistent with the Bank’s goal
to provide a return to its members that is comparable to
the return they could receive on investments with a risk
profile similar to that of Bank stock. The dividend rate
for the second quarter of 2000 was 7.25% (annualized),
reflecting the higher interest rates prevalent during that
period, as well as the payout of $11.5 million in previ-
ously restricted retained earnings, which added 0.81% 
to the annualized dividend yield.

After increasing for 12 consecutive quarters, the Bank’s
advances outstanding decreased slightly during the sec-
ond quarter as a result of lower borrowings by several of
the Bank’s larger members. As of June 30, 2001, the
Bank had $107.4 billion in advances, declining $3.9 
billion, or 4%, relative to March 31, 2001, and $2.6 
billion, or 2%, relative to December 31, 2000. In total,
53 members decreased their Bank borrowings during the
quarter, while 80 members increased their Bank 
borrowings.

Total assets declined to $134.8 billion, decreasing $9.5
billion, or 7%, during the quarter, and $5.4 billion, or
4%, relative to yearend 2000. In addition to the reduc-
tion in credit outstanding, the Bank reduced its liquidity
investments, primarily federal funds sold.

In accordance with SFAS No. 133, all derivatives are
marked to fair value, netted by counterparty with any
associated accrued interest, and included on the balance
sheet as an asset when there is a net fair value gain or
as a liability when there is a net fair value loss. As a
result, certain amounts that were included in accrued
interest receivable and accrued interest payable in 2000
have been reclassified with their associated derivatives,
resulting in decreases of $2.5 billion and $2.7 billion in
accrued interest receivable and accrued interest payable,
respectively, since December 31, 2000.

Net interest income for the second quarter was $127.6
million, a decrease of $5.3 million, or 4%, relative to the
year-earlier period. This decline was primarily due to
lower earnings on capital as a result of the drop in inter-
est rates, as well as narrower interest rate spreads on
advances and investments.

Net income totaled $102.4 million for the quarter, an
increase of $11.0 million, or 12%, relative to the same
period in 2000. The increase includes the net effect 
of fair value adjustments made under SFAS No. 133,
which increased net income by $10.2 million. Since 
this favorable effect was a matter of timing only, the
Bank retained this amount in accordance with its
retained earnings policy to offset future reversals. The
ongoing impact of SFAS No. 133 on the Bank cannot 
be predicted. The Bank’s retained earnings in the future
may not be sufficient to offset the full impact of SFAS
No. 133, which may lead to increased volatility in future
dividends.

In June, a Bank member obtained an arbitration award
of $7.9 million plus $2.0 million in interest and costs 
in a dispute relating to certain advance transactions. The
arbitration agreement provided either party with the right
to seek independent review of the legal issues by the
federal district court, and the Bank exercised that right
in July. The Bank expects the district court to issue a
decision in the first quarter of 2002. 

The Bank’s Board of Directors approved a draft capital
plan in June. To obtain member reactions to the pro p o s e d
capital plan, the Bank hosted six briefings throughout the
11th District after providing each member with a sum-
mary of the plan, a customized sample stock requirement
calculation, and a survey. Almost a third of the members
attended the meetings, and over two-thirds completed
the survey. Members were generally supportive of the
changes described in the draft plan. We will continue to
work with the Board of Directors to finalize the plan by
the October 29th deadline.

The Bank awarded a record $18.6 million in the first
round of the 2001 Affordable Housing Program competi-
tion, the largest amount the Bank has ever awarded in a
single round. I thank the Bank’s members for their par-
ticipation in the AHP, their input on the proposed capital
plan, and their use of the Bank’s other products and
services. Through our members, we can continue to make
a difference in meeting the credit needs of communities
throughout the 11th District.

Sincerely,

Dean Schultz
President and Chief Executive Officer
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June 30, 2001 December 31, 2000 June 30, 2000

(In  thousands–except par value) ( U n a u d i t e d ) ( U n a u d i t e d )

A S S E T S

Cash and due from banks $ 2 , 6 1 5 $ 4 , 5 8 4 $ 4 , 7 7 6
I n t e rest-bearing deposits in banks 3 , 0 2 5 , 0 0 0 2 , 6 9 8 , 0 0 0 1 , 9 8 6 , 0 0 0
Securities purchased under agreements to re s e l l 1 , 2 8 4 , 8 1 3 4 0 0 , 0 0 0 2 5 4 , 1 8 4
Federal funds sold 6 , 7 2 8 , 0 0 0 8 , 3 7 6 , 0 0 0 9 , 0 3 2 , 0 0 0
Held-to-maturity securities ($182,088, $360,636,

$ 1 , 2 9 6, 2 3 4 , re s p e c t i v e l y, were pledged as collateral) 1 4 , 8 8 7 , 4 4 7 1 5 , 5 2 4 , 6 9 3 1 4 , 3 7 4 , 4 2 4
H e l d - a t - f a i r-value securities 5 9 8 , 6 7 6 — —
A d v a n c e s 1 0 7 , 4 1 6 , 3 3 2 1 1 0 , 0 3 1 , 6 4 1 1 0 1 , 2 3 0 , 3 3 8
A c c rued interest re c e i v a b l e 5 8 9 , 9 8 5 3 , 1 3 6 , 7 7 6 2 , 5 3 5 , 1 1 2
P remises and equipment, net 4 , 2 3 0 4 , 3 2 6 4 , 8 4 2
H e l d - a t - f a i r-value derivatives 2 3 4 , 2 2 5 — —
Other assets 1 7 , 4 9 1 1 3 , 9 8 8 1 4 , 1 1 1

Total Assets $ 1 3 4 , 7 8 8 , 8 1 4 $ 1 4 0 , 1 9 0 , 0 0 8 $ 1 2 9 , 4 3 5 , 7 8 7

LIABIL ITIES AND CAPITA L

L i a b i l i t i e s :
Consolidated obligations, net:

B o n d s $ 9 1 , 0 6 4 , 7 7 1 $ 9 7 , 3 6 5 , 6 0 8 $ 8 4 , 1 1 4 , 9 1 6
Discount notes 3 4 , 8 2 0 , 7 6 7 3 2 , 0 9 7 , 4 3 1 3 5 , 1 8 5 , 6 4 9

Total consolidated obligations 1 2 5 , 8 8 5 , 5 3 8 1 2 9 , 4 6 3 , 0 3 9 1 1 9 , 3 0 0 , 5 6 5

D e p o s i t s :
Demand and overn i g h t 4 4 8 , 6 7 3 3 4 7 , 6 1 3 2 4 7 , 0 4 0
Te rm 2 4 , 5 0 0 2 8 , 8 0 0 2 2 , 8 3 0

Total deposits 4 7 3 , 1 7 3 3 7 6 , 4 1 3 2 6 9 , 8 7 0

B o rro w i n g s :
Securities sold under agreements to re p u rc h a s e — — 4 0 0 , 0 0 0
O t h e r — — 7 5 , 0 0 0

Total borro w i n g s — — 4 7 5 , 0 0 0

A c c rued interest payable 1 , 1 6 9 , 1 3 8 3 , 8 8 8 , 2 5 4 3 , 3 5 1 , 7 0 9
A ff o rdable Housing Pro g r a m 1 1 9 , 7 5 4 1 0 9 , 6 3 0 9 7 , 1 3 8
Payable to REFCORP 2 5 , 6 0 4 2 5 , 3 1 5 2 2 , 8 5 5
H e l d - a t - f a i r-value derivatives 2 6 3 , 0 1 0 — —
Other liabilities 2 6 8 , 9 2 5 3 5 , 2 1 2 3 4 , 1 0 0

Total Liabilities 1 2 8 , 2 0 5 , 1 4 2 1 3 3 , 8 9 7 , 8 6 3 1 2 3 , 5 5 1 , 2 3 7

C a p i t a l :
Capital stock outstanding ($100 par value) 6 , 5 5 9 , 7 4 0 6 , 2 6 7 , 8 5 9 5 , 8 5 8 , 1 1 9
Retained earn i n g s :

U n restricted retained earn i n g s 1 3 0 1 0 7 2 9
Restricted retained earn i n g s 3 4 , 3 4 6 2 4 , 1 7 9 2 6 , 4 0 2

Total retained earn i n g s 3 4 , 4 7 6 2 4 , 2 8 6 2 6 , 4 3 1
Accumulated other comprehensive income ( 1 0 , 5 4 4 ) — —

Total Capital 6 , 5 8 3 , 6 7 2 6 , 2 9 2 , 1 4 5 5 , 8 8 4 , 5 5 0
Total Liabilities and Capital $ 1 3 4 , 7 8 8 , 8 1 4 $ 1 4 0 , 1 9 0 , 0 0 8 $ 1 2 9 , 4 3 5 , 7 8 7

The financial information as of June 30, 2001 and 2000, is unaudited and should be read in conjunction with the audited financial
statements for the year ended December 31, 2000, and the accompanying notes thereto. The audited financial statements may be
obtained by calling 415.616.2610.

Federal Home Loan Bank of San Francisco
Second Quarter Report

Statements of Condition



T h ree Months Ended Six Months Ended

June 30,  2001 June 30, 2000 June 30, 2001 June 30, 2000
(In  thousands) ( U n a u d i t e d ) ( U n a u d i t e d ) ( U n a u d i t e d ) ( U n a u d i t e d )

INTEREST INCOME:

A d v a n c e s $ 1,300,269 $ 1 , 5 2 7 , 9 5 5 $ 2 , 9 4 6 , 3 3 9 $ 2 , 9 1 2 , 7 7 2
I n t e rest-bearing deposits in banks 3 5 , 4 8 3 2 2 , 2 4 2 7 7 , 1 0 0 4 5 , 5 6 1
Securities purchased under agreements to re s e l l 9 , 6 9 8 2 2 , 0 2 8 4 0 , 7 5 3 7 2 , 5 0 0
Federal funds sold 1 0 1 , 1 9 0 1 2 9 , 9 1 2 2 3 8 , 8 6 1 2 6 5 , 7 5 2
Held-to-maturity securities 2 0 8 , 1 8 9 2 3 4 , 9 2 5 4 2 4 , 9 0 3 3 9 5 , 0 6 1
H e l d - a t - f a i r-value securities 7 , 6 8 1 — 1 7 , 7 2 6 —
Loans to other Federal Home Loan Banks 3 0 4 4 8 3 8 0 1 3 3

Total Interest Income 1 , 6 6 2 , 8 1 4 1 , 9 3 7 , 1 1 0 3 , 7 4 6 , 0 6 2 3 , 6 9 1 , 7 7 9

INTE REST EXPEN SE :

Consolidated obligations 1 , 5 3 0 , 4 2 6 1 , 7 9 5 , 1 2 9 3 , 4 6 5 , 0 4 0 3 , 4 1 4 , 2 2 3
D e p o s i t s 4 , 7 2 6 3 , 1 1 1 9 , 1 7 5 6 , 0 2 8
Securities sold under agreements to re p u rc h a s e — 5 , 9 0 7 — 1 1 , 5 8 7
B o rrowings from other Federal Home Loan Banks 2 9 9 2 9 9
Other borro w i n g s 4 8 3 5 8 3 6 4

Total Interest Expense 1 , 5 3 5 , 2 2 9 1 , 8 0 4 , 1 9 1 3 , 4 7 4 , 3 2 7 3 , 4 3 1 , 911

NET INTERES T IN COME 1 2 7 , 5 8 5 1 3 2 , 9 1 9 2 7 1 , 7 3 5 2 5 9 , 8 6 8

OTHER INCOME:

P repayment fees, net 2 , 6 3 3 5 0 3 , 1 0 3 1 2 1
S e rvices to members 2 3 9 2 3 4 4 7 6 4 4 7
Gain on financial instruments, net 2 1 , 7 2 8 — 3 7 , 9 0 3 —
O t h e r, net 8 7 8 1 , 5 3 5 1 , 7 5 6 2 , 4 2 3

Total Other Income 2 5 , 4 7 8 1 , 8 1 9 4 3 , 2 3 8 2 , 9 9 1

OTHER EX PE NS E:

Operating expense 1 1 , 3 0 7 1 0 , 0 9 9 2 2 , 4 1 2 1 9 , 7 8 3
Federal Housing Finance Board and 

O ffice of Finance expenses 1 , 7 7 2 1 , 4 5 7 3 , 6 8 3 2 , 8 8 9
Total Other Expense 1 3 , 0 7 9 1 1 , 5 5 6 2 6 , 0 9 5 2 2 , 6 7 2

INCOME BEFORE ASSESSMENTS,  EXTRAORDINARY ITEMS , 
AND CUMULATIVE EFFECT OF ADOPTING SFAS NO.  133 1 3 9 , 9 8 4 1 2 3 , 1 8 2 2 8 8 , 8 7 8 2 4 0 , 1 8 7
REFCORP assessments 2 5 , 6 0 9 2 2 , 8 5 5 5 2 , 5 0 7 4 4 , 3 4 6
A ff o rdable Housing Program assessments 1 1 , 3 8 2 1 0 , 1 5 8 2 3 , 3 3 6 1 9 , 7 0 9

Total Assessments 3 6 , 9 9 1 3 3 , 0 1 3 7 5 , 8 4 3 6 4 , 0 5 5

INCOME  BE FORE E XTRAORIDNARY ITE MS AND 
C U M U L ATIVE EFF ECT OF ADOPTING SFAS NO. 13 3 1 0 2 , 9 9 3 9 0 , 1 6 9 2 1 3 , 0 3 5 1 7 6 , 1 3 2
E x t r a o rd i n a ry (losses)/gains on early re t i rement of debt ( 5 5 5 ) 1 , 2 5 2 ( 5 5 5 ) 1 , 2 5 2
Cumulative effect of adopting SFAS No. 133 — — ( 2 , 4 5 3 ) —

NE T INCOME $  1 0 2 , 4 3 8 $ 9 1 , 4 2 1 $ 2 1 0 , 0 2 7 $ 1 7 7 , 3 8 4

T h ree Months Ended Six Months  Ended
FINANCIAL RATIOS (ANN UALIZED) June 30, 2001 June 30,  2000 June 30, 2001 June 30, 2000

Adjusted Return on Equity* 5 . 6 6% 6 . 3 5 % 6 . 0 9 % 6 . 3 3 %
Dividend Rate 5 . 9 0 % 7 . 2 5 % 6 . 3 5 % 7 . 7 5 %

* The Bank uses certain adjusted financial perf o rmance measures to provide more meaningful comparisons of the Bank's perf o rmance over time.
Adjusted financial perf o rmance measures reflect earnings before nonre c u rring items (advance prepayment fees, extraord i n a ry gains and losses 
associated with the early re t i rement of debt, and other material nonre c u rring gains and losses), net of the amortization of current and prior period
nonrecurring items, in accordance with the Bank's retained earnings policy. In addition, adjusted financial perf o rmance measures reflect the reversal 
of any current period fair value adjustments made in accordance with SFAS No. 133, which was implemented on January 1, 2001.

The financial information for the periods ended June 30, 2001 and 2000, is unaudited and should be read in conjunction with the audited financial
statements for the year ended December 31, 2000, and the accompanying notes thereto. The audited financial statements may be obtained by calling
415.616.2610.
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