PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO. 11-0197

WHEREAS, On November 5, 2002, the voters of the City and County of San Francisco
(the “City”) approved Proposition E, which among other things, authorized the San Francisco
Public Utilities Commission (the “Commission™) fo issue indebtedness, including revenue bonds,
notes, comniercial paper or other forms of indebtedness, when authorized by ordinance approved
by a two-thirds vote of the Board of Supemsms of the City (the “Board™), for the purpose of
reconstructing, replacing, expanding, repairing or improving wastewater facilities und'él the
jurisdiction of the Commissien (the “Wastewater Enterprise”); and

WHEREAS, Pursuaat to Section 43.5 of the San Francisco Administrative Code, enactid
by Ordinance No 203-98 adopted by the Board on June 8, 1998, and signed by the Mayor of the
City on June 19, 1998, the Board established a procedure pursuant to which the Commission
may issue short-term indebtedness, including the issuance of commercial paper in anticipation of
tbe {ssuance of s revenue bends; and

WHEREAS, Under Section 8B.124 of the Cliarter of the City (the “Chatter”), the Board’s
authority to authorize an issuance of debt under Proposmon E is subject to its receipt of a
certification from an independent engineer that (i) the projects o be financed by such debt meet
utility standards and (ii) estimated net revenue will be sufficient to meet operating, maintenanee,
 debt service coverage and ofher indemture or resolution requirements (the *Engineer
Certification™); and

WHEREAS, The Board’s authority to authorize an issuance of debt under Proposition B
is also subject to its receipt of a certification from the San Francisco Planning Department that
facilities financed with such debt will comply with applicable requirements of the California
Brivitonmental Quality Act. (together with the Engineer Certification, the “Proposition E.
Cettificates™); and '

WHEREAS, The Commission (Resolu:’tmn No. 06-0164) and the Board (Ordinance No,
266-06) have previously authorized the issuance of sommercial paper notes for the Wastewater
Enterprise in an aggregate principal ametint not to exceed $15{) 000 ,000 against Proposition E
authorization; and

WHEREAS, on July 27, 2010, Cominissio Resolution 10-0114 egtablished Levels of
Service Goals for the proposed Sewer Systemn Improvement Program Goals, which anticipates
the isswance of more than $4 billion dollars of revenue bonds over the upceming decade if
projects within the SSIP are approved and implemented; and

. WHEREAS, the Commission has determined that it is desirable to provide $150,000,000
additional short-term financing of capital improvements, capitalized interest and related costs for
improvements, betterments and additions to the Wastewater Enterprise of the City through the
inerease in the amount which may be oufstanding at any one time, increasing authorization to
$300 million from $150,000,000 of commercial paper notes, exclusive of interest reserve, if
applicable (the "Notes") or bank notes (the "Bank Notes"); and




WHEREAS, Certificates meeting the Proposition E requirements are on file with the
Clerk of the Board in File No. 061298 and as part of Ordinance No. 266-06, and revised
Proposition E Certificates describing additional proposed improvements to the tauhtles of the
- Wastewater Enterprise are needed; and

WHEREAS, The Comumission has determined that it is necessary and desirable to make
certain additional ifmprovements to the facilities of the Wastewater Enterprise (the
“Improvements”™), and has further determined to finance the Improvements through the issuance
of wastewater revenue bonds, and in anticipation of the issuance of such wastewater revenue
bonds, through the expansion of the use of the Commission’s commeteial paper program and the
issuance and reissuance of its commetcial paper notes from time to time; and

WHEREAS, On April 27, 2010, the Board adopted Ordinance No. 95-10 appropriating
$348,064,054 for the Wastewater Enterprise’s Capital Improvement Program and Sewer System -
Improvement Pxoomm for Fiscal Years 2010-2011 and 2011-2012, of which $297,756,241 is to
be funded by revenue bond proceeds or other forms of indebtedness, and placing $329,962,235
on Controller’s reserve pending the issuance of such revenue bonds or other forms of
mdebtedness and/or the receipt of other fees and revenues; and '

WHEREAS, On July 26, 2011, the Board adopted Ordingnce No. 147-11, the Annual
Appropriation Ordinance, increasing the amount of the $348,064.054 appropriation to be funded
by revenue bond proceeds or other forms of indebtedness from $297,756,241 1o $327,756,241;
and ' o :

WHEREAS, The Commission reasonably expects to reftnburse certain capital
expenditnres ingurred priot to the execution and delivery of the commercial paper with proceeds
derived from the financing and hereby declares its official iutent to rcimburse certain -

expenditures for capxtal equipment from future financing proceeds for purpeses of complying
with eertain provisions of the Internal Revenue Code of 1986, as amended; a.nd

WHEREAS, Section 1.150.2 of the Treasury Regulations requires that the SEPUC
declare its reascmable official intént to reimburse prior expenchtmes with proceeds of the.
commercial paper; now, therefore, be it

RESOLVED, That the Commission hereby authorizes the issuance and sale of existing
commercial paper notes (the Commercial Paper Notes™) to temporarily finanee a portion of the
design, acquisition and construction of the additional Improvements, as well as paying costs of -
Jissuance and other incidental costs, provided, howevet, that (i) the maximum principal amoiint of
Cominercial Paper Nofes at any oné time outstanding] when combined with the total principal
amount of outstanding and unpaid obligations issued o the provider(s) of any credit or liquidity
facility (the “Liquidity Provider™} executed in comnection with such Commercial Paper Notes,
shall increase to a not to exceed principal amount of $300,000,000 from a not ¢ exceed principal
amouint-of $150,000,000, exclusive of intetest yeserve, if applicable, (ii) the prineipal amount of
Commercial Paper Notes outstanding at any one time shall not exceed the principal compenent
available to be drawn under any credit facilities or liquidity facilities (the “Liquidity Facility™)
executed in connection therewith (as autherized below); and (iii) the Commercial Paper Notes
shall not mature later than five (5) years from their respective date of issuance (provided that
' obligations issued to the Liquidity Provider may have a longer matirity) and have a maximum,
rate or rates of interest of not to exceed twelve percent (12%) per anmum. The Commercial
Paper Notes (and any repayment obligations owing to the Liquidity Provider) may, in the
discretion of the General Manager upon recommendation by the Commission, be subordinate to
the payment of the Wastewater Revenue Bonds (including any wastewater revenue bonds current
outstanding). The authorization of the Commereial Pape1 Notes pursuant to this Resolution is in

]



* addition to the authorization of any commercial paper notes authorized by Resolution 06-0164 of
this Commission or any other prior resolution or ordinance; and be it

FURTHER RESOLVED, Pursuant te Treasury Regulation Section 1.150-2, the SFPUC
hereby declares its intent to reimburse itself, from financing proceeds, for capital expenditures
paid within sixty (60) days prior to the effective date of this resolution and other expenditures
permitted to be reimbursed pursuant to Treasury Regulation Section 1.150-2, Amy
reimbursement allocation of financing proceeds to be made with respect to expenditures incurred
prior to the execution and delivery of the commercial paper (excluding ceitain de minimis
expenditwes and preliminary expenditures in an amount not to exceed twenty percent (20%) of
the issue price of the commercial paper) will occur not later than eighteen (18) months after the
later of (i) the date on which the expeunditure is paid, or (ii) the date on which the facilities are
placed in service, but in no event more than three (3) years after the expenditure is paid. Further,
any reimbursable cost will be of a type pmpeﬂy chargeable to a capital agcount under general
federal income tax principles; and be it

| FURTHER RESOLVED, That revised Proposition E Certificates describing additional
improvements to the facilities of the Wastewater Enterprise have been completed and are herein
incorporated by veference; and be it

FURTHER RESOLVED, That the Board of Supervisors is hereby urged to authorize by
resolution or ordinance, as the case may be, an increase of commereial paper program for the
Wastewater Enterprise in an amount up to $300,000,000 for the purpose of praviding low cost
and flexible financing for the capital programs of the Wastewafer Enterprise; provided that the
sole source of repayment of sych conirnercial paper notes or bank notes, as the case may be, shall
be from the Wastewater Enterprise revenues; and bg it :

FURTHER RESOLVED, That, subjéct to Board of Supervisors approval, the General
Manager or his appointed designee is hereby authorized and directed to take #my and all
necessary action expeditious to the issuance of the Commercial Paper Notes and the expansion of
a commercial paper program for the Wastewater Entérprise, including but not linited to, the
Commetcial Paper Notes, and all ptior actions heretofore taken towaids that end e hereby
ratified, apptoved and ccmﬁnned by this Commission; provided, however, that the Geperal
Mangger or his appointed designee is hereby authorized and directed to return to this
Commission for apptoval of any bank credit facilities negotzated with any bank in ¢onnection
with the terms of this Resolunon

I hereby certify that the foregoing resolution was adopted by the Public Utilitles.
Commission at its meeting of ____December 13, 2011
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Secretary, Public Utilities Cornmission.




