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TEXT OF PROPOSED CHARTER AMENDMENT

Describing and setting forth a proposal to the
qualified electors of the City and County of San
Francisco to amend the Charter of said City and
County by creating a new Article VIIIB by
adding Sections 8B.120 through 8B.127, and
deleting Section 9.111-1 and amending Section
16.103, to establish exclusive control of utili-
ties; rate setting standards and metheds: plan-
ning and reporting requirements; transfer of
surplus funds between utilities; independence
in contracting; revenue bonds or other financ-
ing methods.

The Board of Supervisors of the City and
County of San Francisco hereby submits to the
qualified electors of said City and County at an
election to be held therein on November 3,
2002, a proposal to amend the Charter of said
City and County by creating a new Article
VIIB Sections 8B.120 through 8B.128, and
deleting Section 9.111-1 and amending Section
16.103 to read as follows:

Note: Additions are gingle-umderline ifalics.

PROPOSITION E

able. The voters find that the operation of the
clean water svstem should nor wmecessarily
place a disproportionate environmental burden
O ary coOmmuning

This measure is jptended to enhance public
confidence in_the City's stewardship of public
utilities hy:
L Clarifying  that _the Public  Utilities

Commission has exclusive comtrol of

water. cleaqn water and power asSels
owned or maintained by the City_and
County of San Francisco.
Establishing rates sufficient to meet gper-
ation, maintenance and financial needs of
the svstem based on costs and sound budg-
gting and auditing procedures fo protect

retail ratepavers and redyce interest paid
on bonds_and other indebtedness while

ensuring public review:

Establishing  the  Public  Urilities
Commission_gs. an_independent revenue
department not subject to undue financial

pressuyres, fo contribute to the City's gener-
al fund:

I

[l

Deletions are strikethroneh-Hatics

Section 1. The San Francisco Charter is here-
by amended by creating a new Article VIIIB:
Public Utilities, to read as follows:

SEC. 8B.120. PREAMBLE
The Public Ultilities Commission operales

[

Requiring the development of long term
Capital,_Financial and Strategic Plans to
ensure that the wiilities are operated effi-
clently in accordance with best public uil-
ity practice;

Authorizing  the  Pyplic  Utilities
Commission. ta_independently enter into

certain contracts:

[~

the Warer_Clean Water and Power Utilities of
the City and County of San Francisco. Hetch

[

Giving the Public Utilifies Commission
the ability to flnance needed capital

Hetchy Water and Power Svstem is an_irre-
placeable asset of the people of the City and
Countv of San Francisca. The system is funda-
mental _to the economic viiglitv of San

Francisco and the Bay Avea. The voters of the

improvements through revenue bonds or
other financing methods consistent with

the powers of other major public utiljties
in California; and

Promoiing labar stability to ensure that

I~

Citv and County of San Francisco are commit-
fed to preserving and protecting the svsiem as
well as safeguarding the extraordinary guality
of the water from Yosemite gnd local water-
sheds. The voters find that the protection, main:
tenance gnd repair of the systemr are gmong

their highest priorities.

San Francisco faces an unprecedented chal-

lenge: to restore iis aging water system o
ensure g reliable Bav Area water supply

the Capitgl Improvement Plan is complet-
ed expeditiously and efficientlyv.

SEC, 8B.121. PUBLIC UTILITIES COM-
MISSION

fal Notwithsignding Charter section 4.112
the Public Utilities Commission shail have
exclusive charge of the construction, man-
agement, supervision, maintenance, exten-

slon. expansion, opergtion, use and con-
trol of all water, clean water and energy

through the next century. Repgirs muyst be

accomplished as quickly as possible to_gvoid
system outages, which could he caused by nat-

supplies and utilities of the Cify as well as

the real personal and financial assels,
that are ynder the Commission’s jurisdic-

yral disasters such as earthguake, In planning
for its future needs and those of its wholesale
customers, the Qiﬂg must promote watet CoH-

servation and responsible stewardship of its

tion or gssigned to the Commission under
Section 4.132.

(b)) The Public Ulilities Commission may
enter _into Joint Powers Agreements with

natural_resources. The effectiveness of the

Citv's Public Utilities Commission, which hgs

jurisdiction over the system, is esseptial to
achieving these goals.

In addition_San Francisco musi upgrade and

other pyblic entities in furtherance of the
responsibilities of the Conumission.

(¢} Except to the extent otherwise provided in
this _ Article.  the _Public  Utilities

Commission shall be subject i the provi-
sions of Charter sections 4.100 et seq.

repair ifs clean water system fo meet changes in
state and federal water guality requirements,
and to ensure reliability of the system, parts of

which are outdated, aged or seismically vulner-

generally applicable to boards and com-
missions of the City and County.

() The General Mangger shall have the
authority to organize and reoreanize the

department. The General Manager shall
adopt rules and regulations governing all
maiters within the jurisdiction of the
department_subject io section 4.102 as

applicable.
fe) Qumership or control of any public utility

or anv part thereof under the jurisdiction
of the Public Utilities Commission _may
not. be transferred or conveyed absent

approval __bv  the Public  Uniilities

Conmission and approval by a vote of the
electors of the City at the election next
ensying not less than 90 davs after the
adaoption of such _grdinance, which shall
not go into effect until ratified bv g major-

ity_of the voters voling thereon. Vorer
approval shall not be required for sales or
transfers of real property declored surplis
fo the needs of gny utility by the Public
Utilities Commission or to leases or per-
mits for the use of wiility regl property
approved by the | Public Uilities

Commission.

SEC. 8B.122. GOALS AND OBJECTIVES
RELATED TO WATER AND CLEAN

WATER
(a) The Commission shall develop, periodi-

callv update and implement programs to
achieve goals_and objectives comnsistent

with the following:
(1) Provide water and clean water services
to San Francisco and water service to
its wholgsale customers while maintain-
ing stewardship of the svstem by the
City;
Establish equitable rates sufficient fo
meel_and mainiain_operation. mainte-
nance gnd financial health of the system:
Provide relfable water and clean water
services and oplimize the svstems’ abil-
ity to withstand disasters:
Protect and manage lands and natural
resources used by the Commission to
provide miility services consistent with
applicable laws in an_environmentally
sustainahle manner. Opergte hydroelec-
tric_generation facilities in a manner
that causes_po_reasonably anticipated
adverse impacis_on water service and
habitar;
{5) Develop and implemeni priority pro-
grams to jncrease and to monifor water
conservation and efficiency system-
wide:
Utilize stgte-of-the-ari inngvative tech-
nologies where feasible and beneficial;
Develop and implement g comprehen-
sive set of environmental justice guide-
lines for use in connection with jts oper-
ations and profects in the City:
(8) Create opportunities for meaningfil comi-

munity_participation in_development

“

B
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{Continued on next page)
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LEGAL TEXT OF PROPOSITION E (CONTINUED)

and implementation of the

Commission's policies and programs,

and
(9 Improve drinking water quality with a

goal of exceeding anplicable drinking

water standards if feasible.

SEC. 8B.123 PLANNING AND REPORTING

County, the Board of Supervisors may take any
and all actions necessary fo_authorize, issue
and repay such bonds, including, but not limit-
ed to, modifving schedules gf rates and charges
to provide for the pavment and retivement of
such honds, subject to the following conditions:
fa) Certification by an_independent engineer

retained by  the Public Utilities

(4} Planning and Reporting
The Public Utilities Commission _shall
annually hold public hegrings to review,
update and adopt:

(1} A Long-Term Capital Improvement
Program, covering projecis during the
next 10-vegr period: including cost esii-
mates and schedules.

(2} A Long-Range Financial Plan, for a 10-

eqr period _including estimates o
operation_and mainienance expenses
repair and yeplacement costs, debt costs
and rate increase requirements.

(3} A Long-Term Strategic Plan, setting

forth stratecic goals and ohjectives and
establishing performance standards as
appropriate.
The Capital Jmprovement Program and
Long-Range Financial Plan shall serve as
a basis and supporting documentation for
the Commission's, capital budget,  the
issuance of vevenue bonds,_other forms of
indebtedness and execution of governmen-
tal loans under this Charter.
Citizens' Advisory Commitiee
The Board of Supervisors, in consultation
with the General Manggey. of the Public
Utilities Commission. shall establish by
ardinance g Citizens' Advisory Committee

{0 _provide recommendations to the
General Manager of the Public Ultilities

Commission that:

(1} the projects to be financed by the bonds,
including the prigritization, cost esti-
mates and scheduling, meet utility stan-
dards; and

(2} thai estimated net revenue gfier pay-
ment_of operating and maintenagnce
expenses will be sufficient to meet debt
service coverage and olher indenture pr
resolution reguirements, including debt
service on the bonds to be issyed and
estimated repair and replacement costs.

th) Certification by the San_Francisco
Planning Department that facilities under
the jurisdiction of the Public Ultilifies

Commission funded with such bonds will
comply with applicable requirements of

the California Environmental Oualitv Act.

Except as expressly provided in this Charter,

qll_revenue bonds may be issued and sold_in
accordance with state law or any procedure

provided for by ordingnce of the Board of
Supervisors.

SEC. 8B.125. RATES

Norwithstanding Chqrter sections 2,109,
3.100 and 4,102 or any ordinance (including,
without __fimitation_Administrative _Code
Appendix 39), the Public Utilities Commission
shall set rares, fees and other. charges in cop

nection with providing the utility services wunder

Commission, __the  Public _ Utilities

its jurisdiction, subject fo rejection — within 30

Commission _and _ the  Bogrd __of
Supervisors.

SEC. 8B.124. WATER AND CLEAN WATER
REVENUE BONDS

Notwithstanding, and in_addition jo, the
authgrity granted under Charter Section 9,107,

the Public Utilities Commission_is hereby

davs of submission - by resolution of the Board
of Supervisors. if the Board of Supervisors fails
to_qet within 30 davs the rates shall become
effective without further action.

In setting reltail rates, fees and charges the
Commission shall;

1. Establish rates, fees and charges at levels

sufficient to improve or maintain financial

auithorized to issue revenue bonds, including

coudition and bond ratings at_or_above

3. Sef retail rates, fees and charges based on
the gost of service;
Conducet all studies mandated hv applica-
ble_state and jfederal [ow to comsider
implementing _connection fees for water
and clean water facilities servicing new
development:
Conduct studies_of rate-based congerva-
tion_ incentives and/for lifeline rates and
similar rate structures to provide assis-
tance 10 low income users, gnd take the
resulls of such studies into account when
establishing rates, fees and charges. in
accordance with gpplicable state and fed-
eral fows:
Adopt annually o rolling S-vear jorecast
of rates. fees and other charges: and
Establish a Rate Fairness Board consistz
ing _of seven members: the City
Administrator_or his or her designee; the
Controller or his or her designee: the
Dirvegtor of the Mayor's Office of Public
Finance or his or her designee: fwo_resi-
dential city retail customers. consisting of
one appointed by the Mayor and gne by
the Board of Supervisors: and two_city
retail business customers, consisting of a
large business customer appointed by the
Mavor_and a smgll business cystomer
appointed by the Board of Supervisors.
The Rate Fairness Board may:

Review the five-vear rate forecast:

Hold one or more public hegrings on

annyal rgte recommendations before

the Public Utilities Commission adopis

rates;

Provide a report and recommendations

lo_the Public Uhilities Commission on

thg rate proposal; and

v In comnection with periodic rate styd-
ies, submit to the Public Utilities
Commission rate policy recommendg-
tions for the Commission’s considerd-
tign, including recommendations to
reallocate costs among various retail
utility customer classifications, subject

to any gutstanding bond requirements.
These provisions shall be effective January 3,
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notes, commercigl paper or other forms_of

indebtedness, when authorized by ordinange
approved bv a two-thirds vote of the Board of

Supervisors, for the purpose of reconstructin

replacing, expanding, repairing or improving
water facilities ar clean water facilities or com-
binations of water and_clean water facilities
under_the jurisdiction of the Public Utilities

levels equivalent to highly rated utilities of

each enlerprise wnder its Jurisdiction,
meet requirements and covepanis ynder

2003 for the setiing of retail rates, fees and

charges related to the cleqn water svstem, [fihe
Yaters approve honds for the Public Utilities

Commission's Capital Improvement Progragm

all _bond resolytions and indentures

{including, withour limitation, incregses

necessary fo pay for the retail water cus-

at the November 32002 election thep the pro-
visions of this section shall take effect on Julv 2.

2006 for the setting of reiail rates. fees and

tomers’ share of the debt service on bands

and operaiing expenses of amy siate

charges related 1o the water svstem. If the vot-

ers do not approve such bonds then this section

Copmmission,

Any legislation authorizing the issuance o
revenue bonds (except for refunding bonds,
wnder this section shall be subject 1o the refer-
endum requirements of Section 14.102 of this
Charter. The ordinance authorizing the

financing authority such _as the Regional

will take effect on January 3, 2003,

Water System. Financing Authority). and

provide sufficient resources for the conlin-

ved financial health (including appropri-
ate reserves), operation, maintepance and

repair of each enterprise. consistent With

issuance of such revenue bonds shall not

good utility practice;

become effective until 30 davs after its adoption.
Notwithstanding amy other provision of this
Charter or_of any ordinance of the City and
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2. - Retain an independent rate consultant to
conduct rate_and cost of service studies

or gach utility at legst every five vears..

SEC. 8B, 126. PERSONNEL AND MERIT
SYSTEM

{q) The General Manager shall be selecred
under the provisions qf Charter sections

{Continued on next page)



LEGAL TEXT OF PROPOSITION E (CONTINUED}

3.100 and 4.102. The Genergl Manager
mav be emploved under an individual con-

tract. His or her compensation shall be
comparable to the_compensation of the
chief executive officers of the public water,

wastewater_andfor power_systems_in the
United Siates that the Commission, after
an_independent survey_determines most

closely resemble the Public Utilities
Commission in_size, mission, and com-

plexity. In addition, the Public Ultilities
Commission _may provide an incentive
compensation bonus plan for the Gerergl
Manager bosed on performance goals
established by the Commission.

(b} The General Manager mav_negotiate an
individual _contract_with the emplovee
appointed to perform the duties of general
infrastructure management and oversight
of the Capital Improvement Program sub-
ject ta_approval by the Commission and
potwithstapding Charter Section A8.409
et seq.

(g} For purposes of approving individual
emplovment contracts the Public Utilities
Commission_may _exercise all powers of
the City and County, the Board o
Supervisors, the Mavor,_and the Director
of Human Resources under Article XT of
this charter. Individual employment con-
tracts shall wtilize and shall no¥ alter or
interfere with, the Retirement or Vacation
provisions of this Charter or the Health
Plans _established by the City's Health

Service Board: provided however, that the
Commission may coniribute toward

defraving the cost of the emplovee's health
premiums and retivement pick-up.

SEC. 8B.127. CONTRACTING AND_PUR-
CHASING

Notwithstanding Charter Section 9118 or
anyv ordinance_the Public Utilities Commission
shall_have the sole authority to enter into
ggreements for the purchase of water: the sale
of water to wholesale customers: and agree-
ments necessary to implement Joint Powers
Agreements with ary wholesale water customer.

In_order to promaote labor stability and (o

ensure the Capital Improvement Program is
completed _expeditiouslv and efficiently, the
Public_Ultilities_Commission is authorized to
the extent legally approprigle, to_enter into
profect lahor agreements, with appropriate
Building . Construction and Trades Councils
covering significant capital profects.

Section 2. The San Francisco Charter is here-
by amended by deleting Section 9.111-1
as follows:

Section 3. The San Francisco Charter s here-
by amended by amending Section 16.103 as
foliows:

SEC. 16.103. UTILITY REVENUES AND
EXPENDITURES
{a) Receipts from each utility operated by the
Public Utilities Commission shall be paid
into the City and County treasury and
maintained in a separate fund for each
such utility. Appropriations from such
funds shall be made for the following pur-
poses for sach such utility in the order
named:-—vizs:

1. For the payment of operating expenses,
pension charges and proportionate pay-
ments to such compensation and other
insurance and accident reserve funds as
the Commission may establish or the
Board of Supervisors may require;

2, For repairs and maintenance;

3. For reconstruction and replacements as
hereinafter described;

4,  For the payment of interest and sinking
funds on the bonds issued forwogumisi
HOMH— GO H oM it oo DY the
Public_Utilities Commission pursuant
1o this charter;

5. For extensions and improvements; and

6. For a surplus fund.

For_anv_wtility with outstanding bonds for

which the indemure reguires different payment

priorities, the bond prigrities will control over
the priorities set forth in this section.

(b) For the purpose of providing funds for
reconstruction and replacements due to
physical and functional depreciation of
each of the utilities under the jurisdiction
of the Commmission, the Commission must
create and maintain a reconstruction and
replacement fund for each such utility,
sufficient for the purposes mentioned in
this section, and in accordance with an

established practice for utilities of similar
character, which shall be the basis for the
amount necessary to be appropriated
annually to provide for said reconstruction
and replacements.

#—fc) If, at the end of any fiscal year, the
Controller certifies that excess surplus
funds of a utility exist, #her—speh—recss

Famels from hvdropower assets or water or
clean warer assels in excess of 25 percent
of the total expenditures of such utility in
the previous fiscal year for costs of opera-
tion, repair ewd-wrshieraree—  mainle-
nance _and debt service coverage and
required debr service resérves. the Public
Utilities Commission may iransfer that
surplus revenue, In whole or in parl fo
anv__other utility system under the
Commission's jurisdiction on the opera-
tive date of this section.

£ (d) Any surplus vevenue which the Public
Utilities Commission umanimously finds is
not required for wlility purposes pursyant
to sections (a) and (b) of this section may
be transferred to the General Fund by the
Public Utilities Commission with the can-
currence of H—as—pari—ef-the—brdecting
PHOCESS Gl WP OGPt gttt

; L escint ; | of o E
1 £ o

e Seppliss—iins

wtilitpethree-fourths _of the Board of

Supervisors #p—bideetaneh—crosss—is

CXTESEF

Geraraifasd upon making all of the fol-
lowing findings of fact and judgment:
-} That a surplus exists or is projected to
exist after meeting the requirements of
this section;
83_(b) That there is no unfimded operating
ar capital program or reguired reserve

(Continued on next page)
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LEGAL TEXT OF PROPOSITION E (CONTINUED)

that by its lack of funding could jeop-
ardize bond ratings. health, safety,
water supply or power production;

&3 (c) That there is no reasonably foresee-
able operating contingency that cannot
be funded without General Fund sub-
sidy; and

#59_(d) That such a transfer of funds in all
other respects reflects prudent utility
practice.

The Commission shall make such findings
having received reports fow—the-megar—ef
stititics—and-a-publiechearinge and an gffirma-
tive _recommendation from the General
Manager and g _public hearing, which shall
have received no less than 30 days of public
notice.
4=(g) The provisions of subsection &{c) above

shall not be applied in a manner that
would be inconsistent with the provisions
of any outstanding or future indentures,
resolutions, contracts or other agreements
of the City and County relating to bonded
indebtedness issued in connection with the
utility, or with any applicable state or
federal laws.
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