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Amendment of the Whole — 3/17/10
FILE NO. 100168 RESOLUTION NO.

[Wastewater Revenue Bonds Issuance.]

Resolution approving the issuance of not to exceed $282,400,000 in aggregate principal
amount of wastewater revenue bonds to be issued by the Public Utilities Commission
of the City and County of San Francisco; affirming covenants contained in the
indenture pursua‘nt to which the wastewater revenue bonds are issued; and éuthorizing ‘
the taking of appropriate actions in connection therewith; and related matters.

7 WHEREAS, On November 5, 2002, the voters of the City and County of San Francisco
(the “City") approved Proposition E, codified as Article VIIB of the Charter of the City (the

“Charter"), which among other things, authorized the Commission to issue revenue bonds,

- including nofes, commercial paper or other forms of indebtedness, when authorized by

ordinance approved by a two-thirds voté of the Board of Supervisors (the *Board"), for the
purpose of reconstructing, replacing, expanding, repairing or improving water facilities or
clean water facilities, or combinations of water and clean water facilities under the jurisdiction
of the Commission; and,

WHEREAS, The Commission adopted the Indenture dated as of January 1, 2003 (the
“Indenture”), between the Commission and U. S. Bank National Association, as trustee (the
“Trustee”) and in connection therewith, issued the first series of Bonds (as defined in the
Indenture) under the Indenture desigﬁated the "Public Utilities Commission of the City and
County of San Francisco Clean Water Revenue Bonds, 2003 Refunding Series A", in the
original principal amount of $396,270,000 to finance projects of the Wastewater Enterprise,
previously referred to from time to time as the “Clean Water Enterprise;” and,

WHEREAS, By Resolution No. 10-0022 adopted on February 10, 2010 (the

“Commission Resolution”), the Commission has determined to issue one or more additional
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series of revenue bonds pursuant to the Indenture to finance certain capital projects
benefitting the Wastewater Enterprise, as well as for the payment of costs of issuance and
other incidental costs relating thereto, to be designated the “Public Utilities Commission of the
City and County of San Francisco Wastewater Revenue Bonds, 2010 Series " (the
“Wastewater Revenue Bonds”) with the exact year of issuance, designation and series to be
determined by the General Manager of the Commission as provided therein, in a principal
amount not to exceed $285,600,000, has approved a form of a First Amendment to Indenture
({he " First Amendment"), by and between the Commission and the Trustee, which wili_a.mend
and modify the Indenture, has approved a form-or forms of a Supplemental Indenture
(whether one or more, the "Supplemental Indenture"), by and between the Commission and
the Trustee, which will supplement the Indenture, and has approved the forms of other

documents relating to the issuance of the Wastewater Revenue Bonds; and,

WHEREAS, In the Commission Resolution, the Commission has formally requested [/
\

this Board to authorize the issuance and sale of the Wastewater Revenue Bonds for the
purposes herein described pursuant to Section 8B.124 of the Charter of the City (the
“Charter”), such Commission Resolution and all such documents relating to the issuance of
the Wéstewater Revenue B'orids referenced therein being on file with the Clerk of the Board in
File No. {00 (-9 __, which is hereby declared to be a part of this resolution as if set forth fully
herein; and, |

WHEREAS, The Board has, concurrently with the adoption of this resolution, adopted
an ordinance making certain findings relating to the issuance and sale of the Wastewater
Revenue Bonds by the Commission pursuant to said Section 8B.124;

WHEREAS, The Board now desires, by this reso!ution, to authorize the issuance and

sale of the Wastewater Revenue Bonds by the Commission pursuant to Section 8B.124 of the
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Charter and determines that this resolution shall take effect upon the effective date of said
ordinance; now, therefore, be it

RESOLVED, By the Board of Supervisors of the City and County of San Francisco, as

follows:

Section 1. Recitals. All of the recitals herein are true and correct,

Section 2. Approval and Authorization of Wastewater Revenue Bonds. The Board

hereby authorizes and approves the issuance by the Commission of the Wastewater Revenue
Bonds in one or more series in an aggregate principal amount not to exceed $285,600,000 at
a maximum rate or rates of intérest of not to exceed twelve percent (12%) per annum to
finance a portion of the design, acquisition and construction of various capital projects
benefitting the Wastewater Enterprise (the “Capital Projects”), as well as for the payment of
costs of issuance and other incidental costs relating thereto, all as provided in the
Commission Resolution and the documents referenced therein which are hereby approved.
The forms of the Wastewater Revenue Bonds, in substantially the form presented to the -
Board, as set forth in one or more Exhibits to the Supplemental Indenture, are-hereby
approved. The Confroller of the City or any debuty thereof is hereby authorized and directed
to approve and fo execute the Wastewater Revenue Bonds by manual or facsimile signature;
with such changes, additions, amendments or modifications therein which he or she may
deem necessary or desirable and as the City Attorney may require or approve, the approval of
such additions or changes to be conclusively evidence-d by the execution and delivery of the
Wastewater Revenue Bonds.

Section 3. Affirmation of Existing Bond Covenants. The Board hereby confirms

Section 5.01(c) of the Indenture, as amended by the First Amendment and as supplemented

by the Supplemental Indenture (the term "Indenture” as used in this section refers to the
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Indenture as so amended and supplemented), which set forth the dispositioﬁ of Revenues (as .
defined in the Indenture) applicable to the Bonds (as defined in the Indenture) and covenants
With the holders of the Bonds that the Revenues shall be appropriated and expended as set
forth in Section 5.01(c) of the Indenture. The Board also hereby declares that the City will
comply with all of the terms, provisions and covenants contained in the Indenture, including
the covenants to eStablish, fix, prescribe and collect rates, fees and charges sufficient to

enable the Commission to comply with the terms, conditions and covenants of the Indenture.

Section 4. Proposition P. Pursuant to Proposition P approved by the voters of the City

in November 2002, this resolution and the Wastewater Revenue Bonds are subject fo, and
incorporate by reference, the provisions of Section 5A.30 et. seq. ("Public Utilities Revenue
Bond Oversight Committee") of Chapter V of the San Francisco Administrative Code. In
accordance wi{h the requirements of Proposition P, to the extent permitted by law, 6ne~ ,
twentieth of one percent of the gross proceeds of the Wastewater Revenue Bonds shall be (
deposited in a fund established by the Controller's Office and appropriated by the Board at the
direction of the Public Utilities Revenue Bond Oversight Committee (RBOC) established by
Proposition P to cover the costs of said committee; provided that any amounts so paid from
the proceeds of Bonds that héve not been spent by RBOC in connection with such Bonds (as
contemplated by Article 5A.31(c) of the Administrative Code) within 36 months of the date of
issuance of such Bonds shall be returned to the Commission for deposit into the Capital
Project Fund and expended by the Commission to acquire and construct the Capital Projects.

Section 5. General Authority. The Controller of the City, the Treasurer of the City, the

City Attorney, and all other appropriate officers, employees, representatives and agents of the

City are hereby authorized and directed to do everything necessary or desirable to provide for
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the issuance and security of the Wastewater Revenue Bonds, including,‘but noi fimited to,
executing and delivering such ceriificates as they may deem necessary or advisable.

Section 6. Effective Date. This resolution shall take effect at such time as the

ordinance of thé Board which is referred to in the recitals of this resofutioh shall take effect.

APPROVED AS TO FORM:

Deputy City Attorney

Supervisor Dufty .
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BUDGET AND FINANCE COMMITTEE MEETING MARCH 17, 2010

ltiems 8 and 9- | Department:
Files 10-0168 | Public Utilities Commission (PUC)
_and 10-0169

Legislative Objective

e The proposed ordinance (File 10-0168) and resolution (File 10-0169) would approve the
issuance and sale of not-to-exceed $285,600,000 in aggregate principal wastewater revenue
bonds by the Public Utilities Commission (PUC) to finance various projects benefitting the
PUC’s Wastewater Enterprise.

Legal Mandates

s Proposition E, approved by San Francisco voters in 2002, authorized the PUC to issue revenue
bonds for reconstructing, replacing, expanding, repairing or improving water facilities or
wastewater facilities under the jurisdiction of the PUC. Proposition E provides for unlimited
PUC bonding authority. However, all bond issuances, such as the subject legislation, must be
authorized by an ordinance approved by a two-thirds vote of the Board of Supervisors.

Fiscal Impact

e Assuming a 6 percent fixed interest rate, a bond sale date of May 12, 2010 and a 30-year term,
the estimated total debt service on the proposed $285,600,000 wastewater revenue bonds
would be approximately $633,192,832, or approximately $21,016,600 per year from 2012
through 2040. The PUC would capitalize the interest for the first two years, resulting in no net
debt service for 2010 and 2011.

o $137,500,000, or 48.1 percent, of the proposed bond issuance of $285,600,000 would be used
to refund outstanding commercial paper, and $85,500,000, or 29.9 percent, would be used for
project construction costs for the wastewater system. The total estimated bond issuance costs
are $700,000, or 0.2 percent, $32,314,000, or 11.3 percent, would fund two years of interest-
only debt service on the bonds. The remaining $29,586,000, or 10.5 percent, includes funds
for the original issue discount and underwriter’s discount ($8,568,000) and the funding of a
Debt Service Reserve Fund ($21,017,000).

Policy Considerations
e An increase in customer wastewater rates is projected to be the major source of revenues to
pay for the debt service costs. From the present through FY 2014-20135, the projected annual
wastewater rate increase would range between five percent and nine percent annually, and
from FY 2014-2015 to FY 2019-2020 the projected annual wastewater rate increases would be
approximately 11.5%. '

Recommendations

s Because the PUC’s estimated project construction costs are $3,200,000 less than the amount
budgeted in the proposed bond issuance, amend both the proposed resolution (File 10-0169)
and the proposed ordinance (File 10-0168) to reduce the not-to-exceed amount of aggregate
principal wastewater revenue bonds by $3,200,000, or from the requested $285,600,000 to the
needed $282,400,000.

e Approve the proposed ordinance (File 10-0168) and proposed resolution (File 10-0169), as
amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' - MaRCH 17,2010

BACKGROUND/MANDATE STATEMENT

On November 5, 2002, the voters of San Francisco approved Proposition E, codified as Article
VIIB of the City’s Charter, which among other things, authorized the San Francisco Public
Utilities Comumiission to issue revenue bonds for the purpose of reconstructing, replacing,
expanding, repairing or improving water facilities or wastewater facilities, under the jurisdiction
of the PUC. Proposition E provides the PUC with unlimited bonding authority. However, all
bond issuances must be authorized by ordinance and approved by a two-thirds vote of the Board
of Supervisors.

The PUC’s Wastewater Enterprise is responsible for collecting, treating, and disposing of

. sanitary waste and storing water runoff and charges monthly rates to 171,902 customers in the
Bay Area for providing these services. The Wastewater Enterprise operates, cleans and maintains
900 miles of City sewers, 17 pump stations and three wastewater treatment plants. ‘

There are numerous existing wastewater and stormwater challenges and issues that need to be
addressed by the Wastewater Enterprise. These issues include: (a) aging infrastructure, (b)
system reliability and redundancy, (c) odor control, (d) stormwater control, () biosolids
handling, and (f) regulatory compliance. In response, the Wastewater Enterprise of the PUC is
implementing projects under (a) the PUC’s Capital Improvement Program (CIP), which
commenced in 2005, and (b) the longer-term PUC Sewer System Improvement Plan (SSIP),
which is estimated to be implemented over approximately 20 years. '

M. Carlos Jacobo, Budget Manager for the PUC, states that the PUC is currently in the process
of defining the SSIP for purposes of further environmental review and planning and feasibility
studies, and the process should be completed by June of 2010. The PUC developed its CIP in
2005 to address the short-term capital improvement needs of the PUC’s wastewater system prior
to implementation of the SSIP. According to Ms. Noreen Ambrose of the City Attorney Office,
both the PUC and Board of Supervisors will approve the CIP and SSIP through their respective
actions on related appropriations and bond issuances, such as the subject resolution and
ordinance. '

DETAILS OF PROPOSED LEGISLATION

On February 10, 2010 the PUC adopted Resolution 10-0022, which authorized the issuance of up
to $285,600,000 in Wastewater Revenue Bonds under Proposition E to fund the Wastewater
Enterprise CIP and a portion of the planning and design costs of the SSIP. !

1 The PUC states that it is moving forward with the planning and design for two projects in the SSIP (the Biosolid
Digester and Channe! Tunnel Projects) because these two projects will provide much needed improvements to vital
portions of the wastewater system. The existing biosolids facility is aging, has undergone major repaits and failure
and now requires complete replacement. The Channel Tunnel Project will provide full redundancy to the existing
66-inch diameter Channel Force Main, which is a key artery in the City’s sewer system. The Channel Force Main
was taken out of service for emergency repair several times in the past, including during the Loma Prieta

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
8&9-2

418



BUDGET AND FINANCE COMMITTEE MEETING MaRrcH 17, 2010

The proposed ordinance (File 10-0168) would approve the issnance and sale of the not-to-exceed
$285,600,000 wastewater revenue bonds by the PUC to finance projects benefitting the
Wastewater Enterprise, pursuant to Proposition E, approved by San Francisco voters on
November 5, 2002. The proposed resolution (File 10-0169) would approve the issuance and sale
of the not-to-exceed $285,600,000 in aggregate principal wastewater revenue bonds by the PUC
and afﬁnnzspeciﬁc covenants contained in the indenture pursuant to which the wastewater bonds
are issued.

In accordance with Section 8B.124 of the City’s Charter, issuance of revenue bonds or other
forms of indebtedness by ordinance must be approved by at least two-thirds of the Board of
Supervisors, such that approval of the proposed ordinance (File 10-0168) will require a minimum
two-thirds approval vote by the Board of Supervisors. '

Attachment I, provided by Mr. Jacobo, shows the sources and uses of funds of the proposed
$285,600,000 in aggregate principal wastewater revenue bonds. Attachment 11, provided by the
PUC, is the estimated debt service schedule based on a 6 percent average coupon rate. As shown
in Attachment II, assuming a 6 percent interest rate and bond sale date of May 12, 2010 and a
30-year term, the total estimated debt service on the requested wastewater bond issuance of
$285,600,000 would be approximately $633,173,900, including interest of $347,573,900, or
approximately $21,016,600 per year from 2012 through 2040.

Mr. Hughes states that debt service for 2010 and 2011 is less, at $6,616,400 and $17,136,600,
respectively, representing a partial year’s debt service in 2010 and a full year in 2011, both with
no principal amortization. The PUC intends to capitalize the mterest for the first two years,
resulting in no net debt service on the proposed bonds in these two years.

Table 1 below, based on information provided by the PUC, summarizes the PUC’s proposed use
of the $285,600,000 aggregate principal wastewater revenue bond proceeds.

earthguake. PLIC is proposing that the planning and conceptual design for these two projects be expedited
concurrent with their respective environmental reviews,

* According to Deputy City Attorney Mark Blake, a continuance of the proposed resolution will be requested at the
March 17, 2010 Budget and Finance Committee in order to amend the resolution to provide for the approval of the
preliminary official statement and other financing agreements.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING

MARCH 17,2010

Table 1: Estimated Use of Proceeds from Wastewater Revenue Bonds, 2010 Series

Use Explanation Amount Percent

Commercial Paper Refunds existing outstanding commercial

Refunding P paper used to fund Wastewater capital $137,500,000  48.1%
projects ‘

Project Construction Esti.mtc qf remaining CIP & SS8IP 85,500,000  29.9%

Fund project costs and confract encumbrances

Capitalized Interest Eque'ai to two years of interest-only debt 32,314,000  11.3%

Fund service on the bonds

Debt Service Reserve Equal to maximum anmeal debt service

Fund (MADS), as required by current 21,017,700** 7.4%

. indenture

Ugderwritcr‘s Di‘fferential between issue and offering 2,856,100%* 1.0%

Discount price

Ofiginal Issue Cost to account for possibility bonds will 5.712,200%* 2.0%

Discount be sold at a discount

Costs of Issuance Costs of underwriting, legal and financial 700,000 0.2%
advice, trustee, RBOC”, printing, etc. ’

Total Uses of Funds $285,600,000 106%

45 seen in Attachment V, this amount is actually $82,300,000, and therefore the Budget and
Legislative Analyst is recommending reducing the not-to-exceed amount of aggregate principal
wastewater revenue bonds by $3,200,000. ‘

** Totals $29,586,000 or 10.5%

As shown in Table 1 above, $137,500,000, or 48.1 percent, of the proposed bond issuance of
$285,600,000 would be used to refund PUC’s outstanding commercial paper. $85,500,000, or
29.9 percent, would be used for project construction costs for the wastewater system.

Also as shown in Table 1 above, the PUC intends to use $32,314,000, or 11.3 percent of the
$285,600,000 aggregate principal wastewater revenue bonds, to fund the first two years with
interest-only debt service on the bonds. According to Mr. Marc Hughes, Debt Manager for the
PUC, this approach is being taken “to help smooth rate increases and avoid rate spikes.”

According to Mr. Hughes, and as shown in Table 1 above, the $21,017,700 for Debt Service
Reserve Fund is required per the terms of the Indenture, while the $2,856,100 for Underwriter’s
Discount and $5,712,200 for Original Issue Discount are conservative estimates of costs used for
financial planning purposes. The total estimated bond issuance costs for the subject
$285,600,000, including fees for outside bond counsel, financial advisors, rating agency

3 Proposition P established the Revenue Bond Oversight Committes (RBOC) with responsibility for evaluating all
revenue bond proceeds expenditures by the PUC and mandates that such revenue bonds include 1/20® of 1 percent
to fund certain activities of the RBOC.

SAN FRANCISCO BOARD OF SUPERVISORS , BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MaRcH 17,2010

advisors, financial printing, consulting engineer, trustee/verification, and City Attomey’s Office,
are $700,000, or 0.2 percent.

Mr. Hughes advises that the issuance of the proposed revenue bonds will increase the
Wastewater Enterprise’s current outstanding debt to approximately $602,300,000 as of June 30,
2010, with additional debt issuances needed to fund the SSIP, all of which would be subject to
future Board of Supervisors approval.

Attachment ITI, prepared by the PUC, shows the cash flow summary of the PUC spending plan
for the CIP and SSIP from FY 2009-2010 fhrough FY 2019-2020. Attachment IV, prepared by
Carollo Engineers as part of the Engineering Certificate for the subject wastewater revenue bond
issuance, is an independent ten-year (FY 2010-2011 through FY 2019-2020) financial projection
for the Wastewater Enterprise. As shown in Attachments III and IV, an increase in wastewater
rates is projected to be the major source of revenues to cover debt service.

Prior CIP and SSIP Project Appropriations Approved by the Board of Supervisors

On August 18, 2009, the Board of Supervisors approved Ordinance 0201-09 (File 09-0546)
which appropriated $119,800,000 for the PUC’s CIP ($100,800,000) and two projects, the Bio-
Solid Digester Project and the Channel Tunnel Project, included in the SSIP ($19,000,000), as
shown in Table 2 below.

Table 2: Sources and Uses of Funds, Ordinance 0201-09
SOURCES '

Wastewater Commercial Paper4 336,700,000
Wastewater Revenue Bonds 78,800,000
Interest Earnings on Comumercial Paper 4,300,000
Total Sources $119,800,000
USES
Interim Capital Improvement Program (Interim CIF)
Odor Control $6,200,000
Treatment Facility Improvements 17,200,000
Pump Station Improvements £,950,000
Sewer/Collection System Improvements 68,450,000
Subtotal $100,800,000
Final Sewer System Improvement Program (SSIP)
Bio-solid Digester 9,000,000
Channel Tunnel 10,000,000
Subtotal $19,000,000
Total Uses $119,860,000

* According to Mr. Jacobo, the Board of Supervisors previously authorized the PUC to issue up to $150,000,000 of
Wastewater Commercial Paper, of which the PUC had previously issued $113,300,000 leaving $36,700,000 in
unused Commercial Paper issuance authority.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MaRrCH 17, 2010

At the time the Board of Supervisors approved Ordinance 0201-09, as summarized in Table 2
above, the PUC anticipated using $78,800,000 in proceeds from a future issuance of wastewater
revenue bonds, $36,700,000 from Commercial Paper and $4,300,000 from interest earnings as a
source of funds for the $119,800,000 supplemental appropriation. Mr. Jacobo states that the
actual proceeds from the Commercial Paper issuance, including interest earnings, was
$37,500,000, such that the balance of $82,300,000 ($119,800,000 less $37,500,000) would be
financed through the subject wastewater bond issuance.’

As shown in Attachment V, the PUC proposes to use $82,300,000 of the proposed bond issuance
for project construction costs for nine projects, including funding for seven CIP projects and for
two SSIP projects (Biosolid Digester and Channel Tunnel projects). ~ Attachment V also lists the
commencement and completion dates and the environmental review status of the nine projects.

However, as shown in Attachment V, the total required project funding for the CIP and SSIP
projects in the Wastewater Enterprise Fund is $82,300,000, or $3,200,000 less than the current
request of $85,500,000 as shown in Table 1 above. Therefore, the Budget and Legislative
Analyst recommends reducing the not-to-exceed $285,600,000 in the subject ordinance by
$3,200,000, to $282,400,000.

POLICY CONSIDERATIONS

Impact of Debt Service Costs on Customer Wastewater Rates

On June 5, 2009, the PUC approved wastewater rate increases through FY 2013-2014%, which as
shown in Attachment IV range between five percent and nine percent annually. The forecasts in
Attachment IV also show the projected annual wastewater rate increases for a ten-year period, or
through FY 2019-2020, such that from FY 2014-2015 to FY 2019-2020, the projected
wastewater rate increases for PUC customers would be approximately 11.5 percent annually.

As noted above, and as shown in Attachment III, an increase in wastewater rates is projected to
be the major source’ of revenues to cover the debt service costs. In response to a Budget and
Legislative Analyst question regarding what the portion of the wastewater rate increases are for

5 Recause at the time of the approval of Ordinance 0201-09, the PUC anticipated using $78,800,000 in proceeds
from 2 future issuance of Wastewater Revenue Bonds as a source of funds for the $119,800,000 supplemental
appropriation, $78,800,00 was placed on Controller’s reserve, pending the approval and sale of this subject
wastewater revenue bond.

§ According to Ms. Ambrose, pursuant to Charter Section 8B.125, after the PUC approves new wastewater service
rates, the Board of Supervisors may elect to hold a public hearing within 30 days and reject the rate package based
on 2 majority vote of the Board of Supervisors. The Board of Supervisors did not hold a hearing following the
PUC’s approval of wastewater rate increases for FY 2009-2010 through FY 2013-2014, and therefore that these
wastewater rates went into effect on July 1, 2009 .

7 As shown in line 12 “Revenues from Rate Increase” of Attachment 111, the annual revenues resulting from the rate
increase will range from approximately $14M in FY 2010-2011 to $54M in FY 2019-2020. As previously stated,
the total estimated debt service would be approximately $21,016,600 per year from 2012 through 2040.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING MARCHE 17,2010

servicing the debt from the propesed bond issuance, Mr. Jacobo stated: “As noted previously
with two years of capitalized interest on the proposed revenue bonds, the debt service costs
related to these bonds will first impact rates in FY 2012-2013. Net debt service costs in that year
are projected to reach approximately $66,000,000, with $21,016,600 related to the proposed
revenue bonds. An estimated $4.83 of the $50.87 average monthly wastewater bill for retail
customers in FY 2012-2013 is due to the proposed revenue bonds.”

Future CIP and SSIP Appropriations and Bond Issuances

The Budget and Legislative Analyst notes that additional appropriation approvals and bond
issuances will be requested from the Board of Supervisors incrementally as the PUC’s CIP and
'SSIP projects progress. Mr. Jacobo states that the next supplemental appropriation request for
the Wastewater Enterprise for the CIP and SSIP in the amount of $348,064,054 will be
introduced on Tuesday March 16, 2010.  According to Mr. Jacobo, the next anticipated
wastewater bond issuance will be in the summer of 2011.

In response to a Budget and Legislative Analyst question as to why the PUC has previously, and
in the future plans to, appropriate funds for wastewater projects prior to issuing the bonds to
cover these projects, Mr. Jacobo states that PUC does this because it has the authority to issue
commercial paper, and it is preferable to use commercial paper as the need arises for projects and
then refund the commercial paper with bond revenues, rather than issue the wastewater revenue
bonds ouiright and begin accumulating debt service costs on the entire amount prior to the funds
being needed for the projects.

'RECOMMEND

1. Amend both the proposed resolution (File 10-0169) and the proposed ordinance (File 10-0168)
to reduce the not-to-exceed amount of aggregate principal wastewater revenue bonds by
$3,200,000, or from the requested amount of $285,600,000 to the needed amount of
$282,400,000. '

2. Approve the proposed ordinance (File 10-0168) and resolution (File 10-0169), as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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ce: Supervisor Avalos
Supervisor Mirkarimi
Supervisor Elsbernd
President Chiu
Supervisor Alioto-Pier
Supervisor Campos
Supervisor Chu
Supervisor Daly
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Supervisor Mar
Supervisor Maxwell
Clerk of the Board
Cheryl Adams
Controller
Greg Wagner

SAN FRANCISCO BOARD OF SUPERVISORS

8&9-8
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Attachment I

SAN FRANCISCO PUBLIC UTILITIES COMMISSION
Wastewater Revenue Bonds, 2010 Series A
Source and Uses of Funds

Sources of Funds

Par Amount of Bonds 285,600,000
+Premium /-Discount _
Bond Proceeds 285,600,000

Use of Funds

Cost of Issuance 700,000

Underwriter Discount (3.0000%) 8,568,300
Capitalized Interest 32,314,000
Debt Service Reserve 21,017,700
Net Construction Fund Amount 223,000,000

285,600,000

8&9-9
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TABLE 5.3 Nét Debt Sérvice Requirements
101 of

2010
2011
2012
213
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Pringipat

3,880,000
4,110,000
4,360,000
4,620,000
4,885,000
5,180,000
5,500,000
5,830,000
6,180,000
6,550,000
6,945,000
7,360,000
7,805,000
8,270,000
8,770,000
4,285,000
9,850,000
10,445,000
11,070,000
11,735,000
12,440,000
13,185,000
13,875,000
14,815,000
15,705,000
16,645,000
17,645,000
18,705,000
19.825.000
$285,600,00G

PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO
Wastewater Revenue Sonds, 2010 Series A (base case: alf tax-exempt)

Coupon

Inferest

8.00%
8,00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%
6.00%

5/12/10 Dated and delivery date
6.00% Average coupon

20.28 Average life (years)
8.29% TIC (true interest cost}

Kitahata & Company

6,616,400.00
17,136,000.00
17,136,000.00
16,903,200.00
16,656,600.00
16,385,000.00
16,117,800.00
15,824,100.00
15,512,700.00
15,182,700.00
14,832,900.00
14,462,10C.00
14,069,100.00
13,652,400.00
13,210,800.00
12,742,500.00
12,246,300.00
11,720,100.00
14,162,400.00
" 10,571,400.00
9,844,700.00
9,280,500.00
8,576,400.00
7,830,000.00
7,038,900.00
6,200,400.00
5,311,500.00
4,369,200.00
3,370,500.00
2,311,800.00
1,188,500.00

Tofal D/S
6,616,400.00
17,138,000.00
21,016,600.00
21,013,200.00
21,016,600.00
21,015,000.00
21,012,800.00
21,014,100.00
21,012,700.00
21,012,700.00
21,012,900.00
21,012,100.00
21,014,100.00
21,012,400.00
21,015,800.00
21,012,500.00
21,016,300.00
21,015,100.00
21,012,400.00
21,016,400.00
21,014,700.00
21,015,500.00
21,0186,400.00
21,015,060.00
21,013,800.00
21,015,400.00
21,016,500.00
21,014,200.00
21,015,500.00
21,0116,800.00
21.014,500.00

$347,573,800.00

$633,173,900.00

DSRE & Cap. Int.

6,616,400.00
17,136,000.00
8,568,000.00

21,016,800.00
$53,337,200.00

8 &9 - 10
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Net DIS

0.00
0.00
12,448,000.00
21,013,200.00
21,016,600.00
21,015,000.00
24,012,800.00
21,014,100.00
21,012,700.00
21,012,700.00
21,012,800.00
21,012,100.00
21,014,100.00
24,012,400.00
21,015,800.00
21,612,500.00
21,018,300.00
21,015,100.00
21,012,400.00
21,016,400.00
21,014,700.00
21,015,500.00
21,018,400.00
21,015,000.00
21,013,900.00
21,015,400.00
21,016,500.00
21,014,200.00
21,015,500.00
21,016,800.00

Attachment IT1

(2,300.00)

$579,836,700.00

Page 1
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San Francisco
Public Utilities
Commission

2010
Wastewater
Bonds
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. SFPUC Agenda ltem & Signed

Resolution

. Planning Certificate

. Engineering Certificate

. First Amendment to Indenture
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. Supplemental Indenture

. Notice of Intention to Sell

. Official Notice of Sale

. Preliminary Official Statement
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1155 Market 8t., 11th Floor, San Francisco, CA 94103 » Tel. {415) 554~ 31552071)( {41%;555%1“6&- “?RWI 14/16 5@!@3488

Fep
AM 1y,

TO: Angela Calvillo, Clerk of the Board of isors

FROM: Nathan Purkiss, 554-3404

DATE: 212110

SUBJECT: SFPUC Wastewater Revenue Bonds Issuance

2 items — Ordinance and Resoliution

Attached are the original and 4 copies of a resolution and an ordinance that should be
assighed to the same commitiee for a shared heating because they address a shared
project.

Attached, is the original and 4 copies of a resolution approving the issuance of not to exceéd
$285,600,000 in aggregate principal amount of wastewater revenue'bonds to be issued by
the San Francisco Public Utilities Comimission.

/ 191 /6 € Attached is also the original and 4 copies of an ordinance approving the issuance and sale of

waslewater revenue bonds by the San Francisco Public Utilities Commissien to finance
various projects benefitting the Wastewater Enterprise pursuant to amendmenis to the San
Francisco City Charter enacted by the voters on November 5, 2002 as Proposition E.

Attached are also supplemental documents for both of these items, including 1. SFPUC
Agenda ltem and signed resolution; 2. Planning Certificate; 3. Engineering Certificate; 4. First
Amendment to Indenture; 5. Supplemental Indenture; 6. Notice of Intention to Sell; 7. Official
Notice of Sale; and 8. Preliminary Official Statement.

Departmental representative to receive a copy of the adopted
resolution:
Name: Nathan Purkiss Phone: 554-3404

Interoffice Mail Address: 1155 Market Street, 11™ Floor
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