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FILE NO. 110593 : MOTION NO.

[Appointment, Public Utilities Revenue Bond Oversight Committee']

Motion appointing Brian Browne, term ending November 12, 2011, to the Public Utilities

Revenue Bond Oversight Committee.

" MOVED That the Board of Supervrsors of the City and County of San Francisco does '
hereby appoint the hereinafter deS|gnated person to serve as a member of the Public Utllltles
Revenue Bond OverS|ght Commlttee, pursuant to the provisions of the San Francisco
Administrative Code, Section 5.30-5.36, for the term specified: |

Bnan Browne, seat 1, succeedrng himself, term expired, must have expertrse skills and
experience in economics, the envrronment, construction or project management,»for the

unexpired portion of a four-year term ending Novernber 12, 2011. -

Rules Committee . ;
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Board of Supervisors
City and County of San Francisco

A p-

G 1 Dr. Carlton B. Goodlett Place, Room 244 . 3
-0 (415) 554-5184 FAX (415) 554-7714 = A
e _ _ _ f = >3
: Application for Boards, Commissions and Committees = ;?%1
- Application for Appointment to: Public Utilities Revenue Bond Qversight Cemmittee (RBOC) " : g_cuég
. Name of vBoard, Commission, Committee, or Task Force = ng
Seat # or Category (If applieable): No 1 S o ‘ | District: 133:.\!;" - §;E
Name: Brian Browne - \ B I I @ §
‘Home Address: — Battery #1409 San Francisco California 94111 v S Zib: 94111
" Home Phone: 415 — R ~ Occupation: Retired (76) ' SRR
WorkﬂPhohe: N/A - - Employer: Self | , '
Business Address: Sameasabove = ‘ o | Zip: ,\S/A |
Business E-Mail: brian@héoecon-com , “ , Home E-Mail — 2h2oecon.com
 Check All That Apply: o | | |
A citizen of the United States : At least 18 years old on or before Election Day [¥]

Not in prison or on parole for a felony conviction [/] _
A resident of San Francisco V] Yes: 1 No: (Place of Residence):

Please state your qualifications (attach suppiemental sheet if necessary)

1 helped write Proposrtlon P, the enabling legrslatron creatmg the RBOC. 1 have worked as an economrst srnce -
completrng my undergraduate degree | have been-an the RBOC since 2003.

" Education:
BA, MA, PhD

Busrness and/or professronal experience:
Consulted onwater and power systems for USAIB in Kosovo and Jordan .Consulted to EPRI-on water and power

Civic Actlvrtres
President Golden Gateway Tenants Association. Imtrated First Amendment case whrch went to the Supreme Court of

Cahfomla . : o
Ethmcrty (optlonal) - - . Sex (optional) |:| M []F
Have you attended any meetings of the Board/Commrssron to which you wish appomtment? .Yes.No

For appointments by the Board of Supervisors, appearance before the RULES COMMITTEE is a requirement before any appointment can be made
(Applications must be received 10 days before the scheduled hearing.)

(Please Note: Once Completed, this fann, including all attachments, become publi :
Date: Mf"\i LD , 201 Applicant's Signature: (requrred)% /P%[O(J(_.j\

Please Note: Your appl‘rcéhon will be retained for one year.

FOR OFFICE USE ONLY: » . ' : _
Appointed to Seat #: _ Term Expires: Date Seat was Vacated:

FD@M JO0 s ﬂ@
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Date Received

cavrornarori 700 STATEMENT OF ECONOMIC INTERESTS o™
FAIR POL|:|'ICAL PRACTICES COMMISSIDN . o o -
A PUBLIC DOCUMENT COVER PAGE sy T

Please type or print in ink. AN Fa | u s s 20

NAWE OF FlLER . (LAST) (FlRST)

Browﬁe - Brian STl

1. Office, Agency, or Court ' * L .
Agency Name - - '
REVENUE BOND OVERSlGHT COMMITTEE

Division, Bc_:ard, Department, District, if applicable

Your Position

-y |f filing for multiple positions, list below or on an attachment.

Agency: //“ ~ Position: -

[ Judge (Statewide Jurisdiction) _
AN FRANCIS cO

5 Jurisdiction of Office (Check at least one box)

[ Mulé-County __//“’ X County of SAN FRANCISVY

3. Type of Statement (Check at least onie box)

Annual: The period covered is January 1, 2010, through December 31, ) Leaving Office: Date Left ____l____J___

2010. o (Check one) »
" The period covered s ST AR R— fhrdugh'December 3, O The period covered is January 1; 2010, through the date of
2010. ' leaving office.

O The period covered Is [ S A through the date

[ Assuming Office: Date [ N R
‘ of leaving office.

[0 Candidate: Election Year ————— Office sought, if different than Part 1:

4, Schedule Summary

Check applicable schedules or “None.” » Total nuinber of pages including this cove.r page: —
O Schedule A1 - {nvestments — schedule attached - O Schedule C - Income, Loans, & Business Pasitions - schedule attached
[] Schedule A2 - Jnvestments — schedule attached . [ Schedule D - Income - Gifts — schedule attached -
D Schedule B - Real _Property - sqhedule attached [ Schedule E - Income — Glfts - Travel Payments - schedule attached
- =Qf= )

None = No reportable interests on any schedule

ﬁerifidation

TEMAIL ADDRESS

able diligence in preparing this statement. | have reviewsd TS 513 e Ny 10 me best OnH knowledge the information contained
s Is a public document. ) ‘

} have used all reason
herein and in any attached schedules s true and complete. | acknowledge th!

1 certify under penaity of perjury under the faws of the State of California that the foregoing is rue and corract

%

your filing officlal)

34811 :

Date Signed /
(morh, day, yaar)

FPPC Form 700 {2010/2011)
FPPC Toll-Free Helpline: 266/275-3772 www.fppe.ca.gov
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, Pro;ed DHECfO!" Adrian T. Moore

“he history énd .current dynamies of the seventh lérgest be argued that they in fact make a “profit” on reselling Hetch

multi-utility system in the United States, San Fran- : Hetchy water. The word “profit,” for a municipal agency,
cisco’s Hetch Hetchy system are complex to say the least. of course, is definitional and arguable, but relatively high-
Many players are involved, including, but not limited to, . salaries, secure jobs, lots of time and money to lobby Sacra-
city, reglonal state, and federal politicians; state and federal mento, plus many benefits cannot be discounted to zero.
courts, mclud.mg the Supreme Court of the United States; ’ Th1s is not good policy in the best interests of San Fran-
and any number of multilevel governmental jurisdictions. ' cisco and its citizens and the takeover can only be turned
Currenﬂy, the city of San Francisco has control over the back by vigorous leadership from the mayor to restore the
opefaﬁon of the Hetch Hetchy water and power system, but " effectiveness of the San Francisco Public Utilities Commis-
within the political sphere suburban interests have orches- sion (SFPUC), a city department that oversees the Hetch
trated a well-organized effort to transfer this authority from  Hetchy water and power system. Furthermore, the Hetch _
the city to a multi-headed public agency—BAWSCA—some- Hetchy power system should be reorganized to function as a
what like the Metropolitan Water District of Southern competitive service directly to San Francisco households and
Ca]jfornia Obviously, this can only be an overview of a very " businesses. :
complicated sﬁuahon :

Under this u'ansfer of authorlty, San Francisco would A Brief History Of Hetch H etchy

- become just one of 30 retail services with the whole- ' The ramifications of the Hetch Hetchy dilernma are
sale water and power system governed by the recently  rooted in its history. The story goes back a century. In 1905
formed Bay Area Water Supply and Conservation Agency Hetch Hetchy Project construction began and in 1913 Con-
(BAWSCA), which includes suburban retail services in Alam- gress passed the Raker Act giving San Francisco the right
eda, Santa Clara, and San Mateo Counties. BAWSCA retail- to build dams and store water in the Sierra Nevada within
ers buy wholesale from the San Francisco Public Utilities Yosemite National Park in the Hetch Hetchy Valley, and

‘Commission (SFPUC) and resell to retail customers. It could then transport and distribute this water to San Francisco Bay

‘ Reason Foundation —* 3415 S. Sepulveda Blvd., Suite 400 -+ Los Angeles, CA 90034
= ' T63 ‘




Area customers by way of an extensive 160-mile gravity-
aqueduct and storage system. The Raker Act also directed
San Francisco to produce electricity and make it available,
via a competitive municipal power diéhjict, to local resi-

dents and public entities. -

When Congress passed the Raker Actin 1913, it granted -

- San Francisco the rights-of-way to dam the Tuolumne River
in Yosemite National Park and construct water-collection -
and power-generating facilities stretching from the Sierras

to the San Francisco Bay Area. It further mandated that this’

water must be made available to the Turlock and Modesto

- irrigation districts (central California) and that hydro-
power from the Hetch Hetchy dams would supply these two
districts with electric power to uplift water for irﬁgaﬁon
purposes, with the residual power flowing to San Francisco.

Hetch Hetchy construction costs from 1913 to the first

" delivery of Tuolumne water to San Francisco in 1934 were
slightly over $100 million at the time. These costs were
borne entirely by San Francisco, without state or federal
assistance. San Francisco was encouraged by the Army
Corps of Engineers to assume leadership for providing the
entire water needs of the Bay Area. This need was eased in
the 1920s when East Bay cities, by forming the East Bay
Municipal Utility District, elected to build and develop their
own water supplies from the Mokelumne River. The origi-
nal concept to deliver 400 million gallons per day (mgd)-
from Hetch Hetchy was modified to 300 mgd. The system
currently satisfies an average demand of approximately
260 million gallons per day. Plans are being developed to
enlarge the overall system reliability to between 300 and
310 mgd to serve a growing suburban population.

The 2000 Water Supply Master Plan for SFPUC defines
reliability as the ability to sustain specified volume flows
over established water conditions. Currently this is 239
mgd, of which 16 percent (30-40 mgd) is developed from
the Bay Area watershed and 85 percent from the Hetch

Hetchy watershed. Currently the Hetch Hetchy system
supplies water to San F;ancié_co, with its population of an
estimated 700,000 and to 29 wholesale water purchas-

ers /agencies (for retaﬂ distribution) in San Mateo, Santa

Clara, and Alameda counties, reaching a total of 2.4 mil-
lion people. The 29 wholesalers-purchasers are organized

~ into the Bay Area Water Supply and Conservation Agency

(BAWSCA), created by the California legislature in 2002

" with adoption of AB2058, formerly the Bay Area Water

Users Association (BAWUA), founded in 1958 as a non-
profit organization and incorporated in 1991.

One of BAWUA’s (now BAWSCA) historical functions
has been to oversee administration of the 1984 “Settlement
Agreement and Master Water Sales Contract,” or Master
Water Sales Agreément (MSA), it has with the SFPUC. Some
now seek a merger of the SFPUC into BAWSCA, which - '
would create an agency similar to the Metropolitan Water"
District of Southern California. The urgehcy of the current
flurry of political actions could be in anticipation that the
master contract will expire in 2009 and that the suburban
Bay Area population is growing, while San Francisco’s
population is static or decreasing slightly.

The SFPUCis a department of the city and county of
San Francisco that provides water, wastewater, and munici-
pal power to San Francisco and governs the Hetch Hetchy
system. Under the master contract, the SFPUC supplies
approximately 66 percent of the aggregate water needs of .
BAWSCA members. The SFPUC provides four major organi-
zational services: Regional Water (a transportation system
for delivering water to suburban and city customers), Clean-
water (sewerage collection and disposal), Local Water (San
Francisco distribution), and Power. )

~ San Francisco’s stewardship of this magnificent system
has been mixed. The system still works: taps provide water
and toilets flush for the 2.4 million customers dependent
on the Hetch Hetchy system. But San Francisco has not
complied with tenets of the Raker Act requiring it to make
power available to consumers via a competitive mﬁm’cipal
power district, and has arguably even circumvented the
U.S. Supreme Court to ensure that Pacific Gas and Electric
Company (PG&E) has monopoly rights to sell power to San
Francisco. - '

~ In addition, San Francisco city government has drained
off approximately one billion doliars (current value) from
the Hetch Hetchy power system for-its general fund, money -
that should have been used for system repairs. The city has

Western Water Wars
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failed to perform necessary upgrades to the system and
has no long-term strategic plan to implement timely repalr'
and replacement programs. The management of the Hetch
Hetchy system has been highly politicized, as evidenced by

~ seven general managers in the last five years. Currently,
the permanent management position is vacant. Although
the mayor has nominated a new general manager, City
Treasurer Susan Leal, the San Franecisco Board of Supervi-
sors and the Public Utilities Commission must approve her

snfirmation. Now well-organized suburban customers -

re trying to force San Francisco to cede the Hetch Hetchy

. system and join a large regional water system dominated by

“Silicon Valley” interests.

The system is in dire need of repair. All Hetch Hetchy
customers will suffer if the system is not brought up to
. grade and if an unw1e1dy, multi-headed governance system
is installed. San Francisco needs to enter promptly into
public/private parimering construction contracts to meet
legislatively mandated deadlines (assembly Bill 1823) for
restoring Hetch Hetchy. The mayor of San Francisco must
accept personal responsibility for ensuring that Hetch
Hetchy’s excellence is restored and that San Francisco’s
governance is maintained.

As prescribed by the Raker Act, allowed under the city’s
charter, and encouraged by AB1890, San Francisco must act
as an alternative and competitive municipal power pro-

" vider. The city might even consider forgoing self-regulation
and allowing the California Public Utilities Commission to
" regulate its tariffs (rates and rules) as a way to bring some
obj ectlv1ty into the process. Clearly the present situation
.cannot continue. The mayor must act now and act boldly
0 upgrade Hetch Hetchy, comply with the Raker Act, and

ensure political interests do not subvert the system.

Power and Hetch Hetchy

In 1913 U.S. Representative John Raker of Manteca,
Cahforma backed the creation of the Hetch Hetchy system,
a]lowmg San Franeisco to dam the Hetch Hetchy Valley on
the condition that “the dam must be used not only to store

water but also generate electric power, which must be sold

directly to citizens through a municipal power agency at the
cheapest possible rates.” ' '

The Hetch Hetchy power transmission grid was built’ _
only as far as Newark, which is thirty miles southeast of San .
Francisco and conveniently located next to a PG&E substa-
tion. In 1925 San Frailcisco claimed it was out of money to
complete the segment from Newark to San Francisco. In
1927 a bond measure to complete this task failed bya vote

_of 52,215 to 50,727. Subsequent bond[ballot measures to

create a power municipality have failed.

Then PG&E, an investor-owned company, constructed
the remaining ]me—segment to ensure that it remained the
sole supplier of power to the San Francisco private sector.
PG&E transported SFPUC power for a fee from Newark to
San Francisco.

In 1940 the Supreme Court dec1ded to uphold the intent .
of the Raker Act and overturned a oth Circuit Court of

* Appeals decision by an 8 to 1 vote, which had allowed PG&E

exclusive monopoly service area rights. Justice Hugo Black,
wrote in his opinion supporting the city that the Raker Act
“...clearly intended to require—as a condition of its grant—
sale and distribution of Hetch Hetchy power exclusively by -
San Francisco and municipal agencies directly to consumers
in the belief that consumers would thus be afforded power

Reason Foundation
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at cheap rates in competition with private compaﬁies, par-
ticularly Pacific Gas and Electric.” '

The Raker Act mandated that San Francisco produce
municipal power. The Hetch Hetchy’s power capacity is
400 megawatt-hours {mwh), but the base load is currently
estimated at 260 mwh. San Francisco supplies power to
the Tutlock and Modesto irfigation districts, which receive’
the bulk of their Hetch Hetchy power at approximately
$16/mwh. This is based on the imputed cost of producing
hydropower from Hetch Hetchy. City non-revenue-gen-
erating facilities pay approximately $37.50 /mwh, while
revenue—generaﬁng facilities pay a rate tied to PG&E rates.

" The SFPUC also purchases power direcily through contracts

and group powér-purchases referred to as aggregation.

: Many believe that the current low-priced (approxi-
“mately $16 /kwh) contracts with the irrigation districts (Tur-

“lock and Modesto) and the district’s right of first refusal for

‘Hetch Hetchy base-load power over 300 mwh aren’t using
Hetch Hetchy power as intended. The current favorable
contracts increase demands on the system and inhibit pump
storage (a system of pumping water back to the reservoir at

night, when power and water use js low) which would allow -

expansion of power capacity while meeting the goals of
water management and conservation.
Passed in 2002, AB1823, mandates a Hetch Hetchy “fix-

‘up” with what are believed to be impossiblé deadlines (50
percent by 2010 and 100 percent by 2015). Some analysts
believe that AB1823 merely required the system to address
the nine major projects specifically mentioned in the bill.
SFPUC may have been too ambitious in saying it could
complete 38 regional and 39 local projects—50 percent by
2010 and 100 percent by 2015—as currently delineated

in its capital improvement program as submitted to the
state. Interestingly, AB1823 also directs the SFPUC not to

emphasize power over water. This part of AB1823 may be

inconsistent with Raker and inhibit pump storage and other

innovative water-management technologies, which would -

satisfy power and water storage objectives and allow San

Francisco to develop a competitive municipal power entity.
The California PUC does not regulate SFPUC. As a

.. municipality, the governing body of the SFPUC is the com-

mission itself. The mayor, subject to confirmation by the

- San Francisco Board of Supervisors, appoints five mem-

bers: The Commission, unlike the Revenue Bond Oversight
Committee, established under Proposition P in 2002, does
not require Commissioners have experience relating to the
running of a utility. '
In 2002, members of the mayor’s Infrastructure Task
Force (ITF), of which I was a member, argued with the city
administration, the commission, and mapy on the board of

" SUpPErvisors to no avail that the San Francisco Publie Utili-

ties, Hetch Hetchy Power Division (SFPUC-HHPD), was a
“municipal power district” under the Raker Act, the city’s
charter, and more recently AB1890 (the power deregulation
act), and could provide public power to the private sector.
Taskforce members suggested that the commission imme-
diately begin seﬂing'Hefch Hetchy power to private citizens '
of San Francisco and provide a competitive alternative to
PG&E. - : ‘

The Task Force went further and argued, especially in

its 2002 final report, that the SFPUC power division shbuld .
do the following;: ‘ ‘

1. Transport PG&E’s city electric distribution system
(wires), but do not attempt to acquire the system.

2. Internalize all SFPUC-HHPD surplus funds for overall
Hetch Hetchy system use and do not continue to trans-
fer these surplus monies to the general fund.

" 3. Actinan entrepreneurial manner by sel]ihg power high

into the California Independent System Operator auc—
tion and by buying low ‘

4. Revise the irrigation district contracts to allow for time-
of-day pricing and encourage the SFPUC power division
to implement market-type activities such as pump stor-
age. ‘ - B

5. Use the legal weight of the city and county of San Fran-
cisco to become actively involved in stopping market
manipulation (“gaming”) of the San Francisco service
area. (The Task Force members correctly assumed

Western Water Wars
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- that unethical suppliers artificially created most power
_shortages and high prices.) '

' However, in response to the Task Force’s request for '
an entrepreneurial approach to managing Hetch Hetchy
power, then-Mayor Willie Brown and the Board of Super-
visors responded by pursuing one of the largest and most
ambitious non-hydro alternative (wind, solar, and thermal-
efficiency) programs in the nation. Unorthodox economic

- concepts such as reverse metering (cross-subsidization) and
avoided costs (analyst-subjective choice of an alternative
forgone) replaced orthodox economic analysis based on real

»portunity costs and subsuming dynamic market condi-
tions, thus underscoring San Francisco’s rationalizatior for
such an arguably very expensive alternative energy bias in
the city’s power portfolio.

Lawnwak‘ing Coincidences of 2002

To acquire/transfer an asset there are three estab-
lished methods for assessinig its value: (1) historical costs,
(2) replacement costs, and (3) capitalized value of the net
income stream. It appears that in Northern California pos-

' sibly a fourth method is being used: acquisition/transfer by
legislative actions. ‘

There is an obvious need to repair and restore the
integrity and reliability of the Hetch Hetchy system. That is

" only a small part of BAWSCA’s objective. It wants to enlarge

the system to meet an expanding suburban population base.
The real costs of further draining the Tuolumne River to
meet this demand must include all external—that is, envi-
ronmental, reereaﬁonal, health and social—and internal
costs. These full costs must be reflected in the rate struc-
ture. This pricing approach might even prompt BAWSCA
to look at alternative sources, such as ocean or bay water
2salinization. The legislative events, as narrated below,

'point out how powerful political groups can affect votes,

regardless of what is in the public interest.

In 2002 the California legislature passed AB2058,
which established the Bay Area Water Supply and Conser-
vation Agency (BAWSCA). This act transformed its prede-
cessor Bay Area Water Users Association (BAWUA), froma
trade association to a large public entity with all the powers
of a water district. SFPUC could join and cede approx1—
mately 70 percent of its Hetch Hetchy governance. SFPUC
would probably be relieved of its mandated deadlines under
AB1823 if it chose to join power and cede ownership of the
Hetch Hetchy system. ,

Proponents of regionalization see a larger government
entity as more keenly reflecting of the well-being of the
entire region. However, opponents believe that once region-

.alization is achieved, und_er BAWSCA’s control (and per-

ceived common animosity for San Francisco is quenched),
these 29 suburban agencies will go in disparate directions
to the detriment of San Francisco (the last agency at the
end of the system) and the entire system. The concern with
a BAWSCA takeover is that it would exploit the immense
pre-1915 water rights that San Francisco has in the Sierra
Nevada and the existing 400 mgd mountain tunnel capacity
would be used to propel peninsula growth at the .expense of
San Francisco consumers as well as the environment.

Historically, suburban customers have received water
under a master w'ater contract. All repairs to the system
have been the responsibility of the SFPUC. San Francisco’s
funding mechanism was unique in that the voters of San
Francisco had the sole right to approve revenue bonds for
capital improvement projects. City and suburban custom--
ers would retire revenue bond debt by increases in user fees
(rates).

In 1997 San Franclsco voters granted SFPUC the right

Reason Foundation
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- to issue $304 million in revenue bonds for seismic and
 water quality upgrades. The bond measure spoke specifi-
cally to developing a plan, having the plan certified by an
independent engineering firm, and doing the work. In the
ballot literature, the city controller specifically mentioned
that bonds could be issued on an incremental basis. There
was no mention of other possible funding mechanisms in

_these bond measures. Task Force members questioned
the wisdom of having this struggling uhhty in the banking

‘business, stressing that more emphasis should be placed on ~

planning and implementing utility-related projects.

Yetin 2000 Mayor Brown, with the concurrence of the
Board of Supervisors, signed a legislative enactment that |
permitted the SFPUC to embark upon a large ($250 mil-
lion) commercial paper program to pay for capital construc-
tion. This program continues. As of June 30, 2004 San
Francisco had commercial paper debt of $25 million and
had spent approximately $14 million on work authorized
- under the 2002 Proposition A. In November 2002, San.
Francisco voters gave the SFPUC the authority to issue $1.6
billion in revenue bonds for the “Fix Hetch Hetchy” pro-
gram. In 2002 Proposition A, the authors did not overlook a
reference to using commercial paper as an adjunet, short-
term means of finarncing. ;

The SFPUC did not conduct any a priori cost-benefit
analysis to determine if this specific portfolio and/ or some
alternative portfolio combination of commercial paper and

incremental issuance of revenue bonds would be less expen-

sive. All questions were greeted with the obvious—that long-
term debt is more ej{pensive than short-term debt. Staff at
SFPUC did aclmpwlédge that eventually commercial paper
would be redeemed by issuing revenue bonds. This could be
considered as another exampie of SFPUC’s lack of planning

" in resource allocation. :

In 2001, under pressure from Task Force members, the

SFPUC had its 1997‘Proposi1:ion A and B ballot measure

plans certified by an in-house group of engineers. Shortly
thereafter the SFPUC began i‘etiring commercial paper
through bond issuance. What was actually repaired and
upgraded resulting with funds from 1997 A and B ballot
measures remains in contention. Many believe that this
contention is a direct result of the failure to hold decision-
makers accountable. ,

What is certain is that some San Francisco politicians
and suburban wholesalers saw the need to dispossess San
Francisco voters of the sole oversight power to issue revenue .
bonds for the entire Hetch Hetchy system, to gain political
control of the funding mechanisms, and therefore to gdvern
the Hetch Hetchy system. The year 2002 was a busy year for
regional and local politicians. Major local and state legisla-
tive action was being carried out to ensure that San Fran-
cisco would lose its system and that politicians would have
access to cqhsiderable monetary resources, based on reve-
nue generated by the Hetch Hetchy system. Politicians from
diverse political jurisdictions developed sophisticated and
what appeared to be highly correlated and complémentary
bills. The possibility of a sophisticated power gi'ab occurred
to a number of analysts. The timing of all these legislative

actions could be interpreted as purposeful.

Overshadowing and also interwoven into this region-
alization and funding debate are the real issues of the

~ system retrofit and repair due to normal wear and tear and

the very present threat of earthquakes and other natural
catastrophes. AB2058 (BAWSCA) alone looks like a simple
creation of a legislatively formed local entity to ensure the
good health and common good of its constituents. However,
there are two other pieces of state legislation to consider,
also passed in 2002 and driven by BAWUA/BAWSCA.

- Western Water Wars

Reason Foundation




= SB1870 also created the San Francisco Bay Area
Regional Water System also known as the Regional .
Funding Authority (RFA). This bill creates a “bank” to_
" loan money to San Francisco (should SF elect to become

a voting member) and BAWSCA members. No voter
aﬁpfoval is required to issue debt by the RFA. The asset
for the RFA is the revenues of San Francisco’s Hetch
Hetchy system. The Task Force chair, in a San Fran- -
cisco Examiner opinion piece, referred tothe RFAasa
“shell game.” The RFA was clearly a backup optionI in
case Proposition E failed and a way of issuing debt with-
out voter oversight. Prior to the passage of E, all Hetch
Hetchy revenue bonds had to be approved by the voters
of San Francisco.

All of San Franc1sco s elected officials voted for these
three leglslatwe acts. Also, most of the members of the SF
Board of Supervisors supported Propositions A and E.

@ Proposition A called for funding authority for SFPUC
to issue $1.6 billion in revenue bonds It also said that if
favorable terms existed, the suburban segment could be.
funded from the RFA (a bank funded by SFPUC rev-
enues).

m  $2 billion of the $3.6 billion capital improvement
program could be financed by the Regional Funding
Authority.

m Proposition E, among other things, called for San F: ran-

These are AB1823 and SB1870. _ cisco voters to give up their charter rights to approve
In San Francisco the year 2002 was a tumultuous ballot . revenue bonds. Regrettably, in November 2002, San
season leading ﬁp to the passage of city Propositions A, E, : Francisco voters agreed to forgo this historical right.
and P. There is a thread running through Propositions A om ‘ Proposition P called for the formation of the Revenue
and E and legislation AB2058, AB1823, and SB1870 that . - Bond Oversight Committee (RBOC), 3 committee of
one might find difficult to see as casual. : - - seven appointed members: two by the mayor (Brown);

two by the SF Board of Supervisors; one by the city con-
troller (Harrington); Qﬁe by the budget analyst (Rose);
one member by BAWSCA. Proposition P was proposed
by Task Force members as a direct result of the 1997
A&B situation, which had resulted in the issuance of

m . AB1823 is the “fix Hetch Hetchy” legislation that sets commercial paper."I‘he addition of a BAWSCA memb'ef
deadlines for the SFPUC to complete a thorough over- : '

n AB2058 created a leglslauvely formed local district .
- that San Francisco could j join and cede 70 percent of its
governance of the Hetch Hetchy system. This district
can issue revenue bonds without voter approval.

‘was inspired as a gesture of collegiality and as an effort
haul of the Hetch Hetchy system. The estimated cost of to bring BAWSCA into the loop and encourage 1t to
this overhaul in current dollars is $3.6 billion. The Act : cease their takeover efforts,

calls for work to be 50 percent completed by 2010 and

- Again, we know the Hetch Hetchy system must be fixed.
100 percent by 2015. :

This probably will require public-private partnering of
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SFPUC with project management consultants. BAWSCA is
inaccurate when they say San Francisco has never success-.
fully undertaken a project of this magnitude. The building

of the system, using San Francisco’s own money, in current

dollar value, is of the order of magnitude of the proposed

capital improvement program. - . o
Markets are the most effective way to ration this valu-

able Tuolumne River water resource. At the same time,

prudence dictates that key imperatives for the best manage- ‘

ment of the system include:
m Flowing Hetch Hetchy power direcily to San Francisco.
® Avoiding “banks” (RFA) without assets.

s Developing a long-term strategic plan and a viable busi-
" ness model for the system.

m Considering allowing the California Public Utilities
Commission to regulate Hetch Hetchy rate setting

. The management of Hetch Hetchy must not be swayed
by expansionists like BAWSCA, but must consider the
total environmental, social, economic and political impact
on Northern California. This takeover is not in the best
interests of San Francisco and its citizens, and can only °
be turned back by vigorous leadership from the mayor to
restore the effectiveness of SFPUC. Furthermore, for the
San Franciscans to realize the best value for their money,
the Hetch Hetchy power system should be allowed to
function as a competitive service direcﬂy to San Francisco
households and businesses. ‘

By Brian Browmne a San Francisco economist specializ-

ing in water resotirce issues. ®

REASON FOUNDATION’s mis-

sion is to advance a free society by
developing, applying, and promot-

ing libertarian principles, including
individual liberty, free markets, and
the rule of law. We use journalism and

public policy research to influence the

b d—
Rggggfz frameworks and actions of policymak-

ers, journalists, and opinion leaders.

We promote the libertarian ideas of:

the scientific method.

Voluntarism and individual responsibility in social
and economic interactions, relying on choice and

- competition to achieve the best outcomes.;

The rule of law, private property, and limited gov-

ernment;

Seeking truth via rational discourse, free inqﬁiry, and

We have the following objectives:

To demonstrate the power of private institutions,
both for-profit and non-profit;

To foster an understanding of and appreciation for

" complex social systems and the limits of conscious.

planning;

To foster policies that increase transparency,
accountability, and competition and that link

_ individual actions to personal outcomes;

To preserve and extend those aspects of an open

- society that protect prosperity and act as a check

on encroachments on liberty. Among these are
free trade and private property, civil liberties,
immigration, labor and capital mobility, scientific
inquiry, and technological innovation;

To promote the use of economic reasoning to
understand a world of scarcity and trade-offs;

- To show that government intervention is inappropriate

and inefficient for solving social problems;
To riéfra;’ne debafes in terms of conirol versus choice;

To show the importance of a culture of responsibility
that respects innovation, creativity, risk, failure, and
diversity. ‘
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| San Francisco
BOARD OF SUPERVISORS

Date Printed: May 13, 2011 | ‘ : Date Established: o December 20, 2002
' ' - Active . ‘
‘ PUBLIC UTILITIES REVENUE BOND OVERSIGHT COMMITTEE | J
Contact and Address: ’

Charles Perl

Public Utilities Commission
1155 Market Street 5th Floor
San Francisco, CA 94103

* Phone: (415) 554-3160 -
- Fax:(415) 487-5258
Email: cperl@sfwater.org

Authorlty

Administrative Code Sectlon 5.30-5.36 (Propos1t1on P, passed November 2002) Certified by

Secretary of State 12/20/02 '

Board Quahficatlons

The Public Ut111t1es Revenue Bond Oversight Commlttee is cornpnsed of seven members, two
appomted by the Board of Supervisors; two by the Mayor; one member by the Controller; and
one member by the governlng body of the Bay Area Water Users Association. The seventh
member shall be the Budget Analyst for the Board or hls/her representatlve

At a minimum, the members appointed by the Mayor and the Board shall, individually or

collectively, have expertise, skills and experience in‘economics, the environment, construction .
and project management. The member appointed by the Controller shall have background and
experience in audltmg, accountmg and project ﬁnance

Except as authonzed hereln no current officer or employee of the City shall be appointed to the

~ |Committee. All members of the Committee shall be subject to applicable conflict of interest

provisions of local and state law. No vendor, contractor or consultant of the City that performs
work funded by bonds 1ssued by the City shall be appointed to the Comm1ttee

Each committee member Wﬂl serve for no more than two consecutlve terms. Upon their initial
appomtment three members of the Committee shall be assigned by lot an initial term of two
vears and the remaining four members shall have an initial term of four years. Thereafter each
committee member shall serve a four-year term. ‘ :

"R Board Description" (Screen Print)
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San Francisco
BOARD OF SUPERVISORS

The Committee shall report to the Board, Mayor and PUC regarding the expenditure of revenue
bond proceeds on the repair, replacement, upgrading and expansion of the City's water
collection, power generation, water distribution and wastewater treatment facilities.

Reports: ' The Committee shall issue a report at least once a year.
Compensation: $100.00 per month to each member with the exception‘ of City employees - |

appointed to serve as part of their official City duties and the Budget Analyst or employees of
the Budget analyst. - o

Sunset Clause: January 1, 2013 unless reauthorized by ordinance by the Board of Supervisors.

L "R Board Description" (Screen Print)
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