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: SUBSTITUTED : '
FILE NO. 150079 03/03/15 ORDINANCE NO.

[Public Utilities Commission 2015 Power Revenue Bonds Issuance - Not to Exceed
$48,000,000]

Ordinance approving the issuance and sale of revenue bonds by the Public Utilities

Commission of’ the City and County of San Francisco in an aggregate principal amount
not to exceed $48,000,000 to finance various capital projects consisting of
reconstruction or replacement of existing water and/or electric power facilities

pursuant to Charter, Section 9.107(6); and the acquisition, construction, installation,
equipping, improvement, or rehabilitation of equipment or facilities for renewable
energy and energy conservation pursuant to Charter, Section 9.107(8); approving the
execution of certain documents and agreements; and confirming and making certain
CEQA determinations and approving other actions and matters in connection

therewith.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in szngle underlzne ztalzcs Times New Roman font.
Deletions to Codes are in :
Board amendment additions are m double-underlined Arial font.
Board amendment deletions are in strikethrough-Arialfont.
Asterisks (* * * *)indicate the omlssmn of unchanged Code
subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:.

Section 1. Findings. The Board of Supervisors (the “Board”) of the City and County of
San Francisco (the “City”) hereby finds and declares as follows: 7

A. On November 5, 2002, the voters of the City approved Proposition E, codified as
Article VIIIB of the Charter of the City (the “Charter”), which among other things, authorized
the Public Utilities Commission of the City and County of San Francisco (the “Commission”) to
issue revenue bonds, including notes, commercial paper or other forms of indebtedness,

when authorized by ordinance apprbved by a two-thirds vote of the Board of Supervisors, for
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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
g)f fhe Commission; and | ‘

B. | Pursuant to Charter Section 9.107(8), revenue bonds may be issued, without
voter approval, upon a three-fourths affirmative vote of the Board, for the purpose of the
reconstrucﬁon or replacement of existing water facilities and electric power facilities or
combinations thereof undef the jurisdiction of the Commission.

C. Pursuant to Charter Section 9.107(8), revenue bonds may be issued, without
voter approval, upon an affirmative vote of 'thé Board, for the purpose of‘th'e acquisition,
construction, installation, equipping, improvement or rehabilitation of equipment or facilities for
renewable energy and energy conservation. ’ 4

D. By Resolution No. 14-0197 adopted by the Commission on December 9, 2014
(thé “Commission Bond Resolution”), the Commission has: (A) determined to and authorized
the issuance of its Public Utilities Commission of the City and County of San Francisco Powel;
Revenue Bonds in an aggregate principal amount not to exceed $48,000,000, for the purpose
of (i) financing various capital projects consisting of reconstrucﬁon or _réplacement of existing
water and/or electric power facilities and the acquisition, construction, installation, equipping,
improvement or rehabilitation of equipment or facilities for renewable energy and energy
conservation (collectively, the “Capital Improvement Projects”), (ii) funding a debt service
reserve account, (iii) paying capitalized interest and (iv) paying costs of issuance and other
incidental costs therefor, with the title and series designations to be determined by the
General Manéger of the Commission (the “Bonds”); (B) approved the form of, and authorized
the execution of (i) a Trust Indenture by and between the Commission and U.S. Bank National
Association, as truétee (the “Trustee”) and the First Supplemental Trust Indenture (the “First

Supplement,” and together with the Trust Indenture, the “Indenture”), by and between the
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Commission and the Trustee, with respect to such ‘Bonds, (i) a Bond Purchase Contract
—relating to the sale of the BondsA, (iii). an Official Statement relating to the Bonds, and (iv) a
Continuiﬁg Disclosure Certificate; (C) approved certain related actions and matters; and (D)
formally .requested this Board to authorize the issuance and sale ‘of the Bonds; such
Commission Bond Resolution being on file with the Clerk of the Board in File No. E‘ﬂj_
which is hereby declared fo be a part of this Ordinance as if set forth fully herein.

E. Concurrently with its review of this _Ordinance, the Board is being requested to
review and approve an ordinance setting forth a procedure by which the Commission may
issue revenue bonds for any purpose related to its Power Enterprise (the “Commission Powér
Enterprise Revenue Bond Law”), in complianpe with which the Commission intends to issue
the Bonds. |

Section 2. Approval of the Bonds. The Board hereby approves the Commission Bond

Resolution and. authorizes and approves the issuance and sale by the Commission of the
Bonds in an aggregate principal amount not to exceed $48,000,000 pursuant to Charter
Sections 9.107(6) and 9.107(8) and in accordance with the Cqmmission Bénd Resolution and
the Commission Power Enterpris'e Revenue Bond Law to finance the Capital Improvement
Projects in one or more series and on ohe or more datés, as either tax-exempt or taxable
bonds or any combinatioﬁ thereof, at a maximum rate or rates of interest not to exceed twelve
percent (12%) per annum; provided, that the Commission shall ﬂrst have approved the form
and distribution of the prelimihary official staternent related to the Bonds. \

Section 3. Approval of Financing Documents. The Board hereby approves the forms of

the Trust Indenture, First Supplement, Bond Purchase Contract, the preliminary Official
Statement relating to the Bonds and the Continuing Disclosure Certificate, submitted to this
Board and on file with the Clerk of the Board, and the appropriate officials of the Commission,

as authorized in the Commission Bond Resolution (the “Authorized Commission Officials”),
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and of the City are hereby authorized to execute and deliver each such document and
agreement, with such changes thereto as the officer executing the same shall approve with
the advice of the City Attorney, such approval to be conclusively evidenced by the execution
and delivery thereof.

Section 4. Proposition P. The Board has determined, pursuant to Proposition P,

| approved by the voters of the City in November 2002, that the Bonds are subject to, and there

|is hereby incorporated by reference herein, the provisions of Section 5A.30 et seq. of Chapter

V of the San Francisco Administrative Code (the “Proposition P Requirements”) and that,
pursuant to the Proposition P Requirements, to the extent permitted by law, one-twentieth of
one percent (0.05%) of the gross proceeds of the Bonds shall be deposited in a fund
established by the City Controller's Office and appropriated by the Board at the direction of
the Public Utilities Revenue Bond .Oversight Committee established by Proposition P
Réquirements to cover the costs of said Committee. |

Section 5. Supplement to Ordinance No. 106-14. By Ordinance No. 106-14 adopted by

the Board on June 24, 2014, which became effective on July 2, 2014, this Board (i) approved
the iissuance and sale of the Bonds to ﬁnance various capital projects of the Commission’s
Power Enterprise pursuant to Section 9.107(8) of the Charter, and (i) on behalf of the
Commission, declared the official intent of the Commission to reimburse the Commission with
proceeds of the Bonds for Expenditures (defined therein) with respect to thé Capital
improvements Projects made on and after a date no more than 60 days brior to the adoption
of Ordinancé No. 106-14. The Board, by this Ordinance, supplements Ordinance No. 106-14
by including in the following in the definition of Capital Improvement Projects set forth therein:
various capital projects consisting of reconstruction or replacement of existing water and/or

electric power facilities of the Power Enterprise pursuant to Section Charter Section 9.107(6).
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Section 6. CEQA Determinations. The San Francisco Planning Department

Enwronmental Review Officer (ERO) on November 26, 2014, determined that seven feasibility
and plannmg studies to be funded by the proceeds of the bonds are statutonly exempt under
the California Environmental Quality Act (CEQA) Guidelines Section 15262 (Feasibility

and Planning Studies), including 1.) Powerhouse Holm Unit 2 Improvements; 2.) Oil
Containment Upgrade at Holm and Kirkwood Powerhouses; 3.)Moccasin Generator Step

Up (GSU) Transformers & Oil Containment; 4.) Kirkwood Powerhouse Refurbishment and _
Two Turbin Shutoff Valves (TSOV) Replacement; 5.) Méccasin Switchyard Upgrade;
6.)Regulatory Compliance for Transmission Lines-; Repair and replacement of

equipment and facilities at various locations; and 7. ) Switchyard/Substations

Rehabilitation (Warnerville sw ph 1). The ERO also concurred with the determination

that the following three projects are categoh‘cal exemptions under CEQA and

construction of these projects is proposed to be funded by the proceeds of the bonds:

Moccasin Generator Rewind on November 4, 2014; Transmission Lines/Distribution

.|| System Moccasin to Warnerville (Don Pedro Crossing) on November 24, 2014; and

Powerhouse SCADA Upgrade; on November 24, 2014. The Commission has reserved its
right to add, change or modify the proposed projects to be funded by bond

proceeds as it deems to be necesséry and advisable, subject to the limitations and

conditions set forth in the Indenture, Bond Purchase Contract and Charter Sections

9.107(6) and 9.107(8), in compliance with CEQA, and in consultation with the City

Attorney. The Boérd hereby adopts the determinations by the Commission as if set forth in full
herein.

Section 7. General Authority. The City Controller, Treasurer, the City Attorney and such

other appropriate officers of the City, and their duly authorized deputies and agents and

Authorized Commission Officials are hereby authorized and directed, jointly and severally, to
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take such actions as are hecessary or desirable to facilitate the issuance, sale and delivery of
the Bonds and to otherwise accomplish the intents and purposes of this Ordinance, in
consultation with the City Attorney, including but not limited to the execution and delivery of
such other documents and agreements as they may deem necessary or advisable.

Section 8. Ratification of Prior Actions. All actions authorized and directed by- this

Ordinance and heretofore .taken are hereby ratified, approved and confirmed by this Board.
Section 9. File Documents. Al documents referred to as on file with the Clerk of the

Board are in File No. 150019 | .
Section 10. Effective Date. Pursuant to Charter Section 2.105, this Ordinance shall

become effective immediately on the date of its adoption.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attoryie

AT

MARK D. BLAKE ~
Deputy City Attorney
n:\financ\as2015\1300471100995989.doc
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FILE NO. 150079

LEGISLATIVE DIGEST
(SUBSTITUTED 03032015)

Public Utilities Commission 2015 Power Revenue Bonds Issuance-Not to Exceed
48,000,000]

Ordinance approving the issuance and sale of revenue bonds by the Public Utilities
Commission of the City and County of San Francisco in an aggregate principal amount
not to exceed $48,000,000 to finance various capital projects consisting of
reconstruction or replacement of existing water and/or electric power facilities
pursuant to Charter, Section 9.107(6); and the acquisition, construction, installation,
equipping, improvement, or rehabilitation of equipment or facilities for renewable
energy and energy conservation pursuant to Charter, Section 9.107(8); approving the
execution of certain documents and agreements; and confirming and making certain
CEQA determinations and approving other actions and matters in connection
therewith.

Existing Law
This is new legislation. :

Background Informaﬁon

The proposed Ordinance authorizes the issuance by the SFPUC of its power enterprise
revenue bonds (the “Power Revenue Bonds”) in an amount not to exceed $48,000,000 to *
finance the costs of various capital water projects benefitting the SFPUC Power Enterprlse
The Power Revenue Bonds will be issued pursuant to Charter sections 9.107(6) and 9.107(8),
at a maximum rate of 12% per annum. The Ordinance delegates to the SFPUC the authority
to determine the timing, amount and manner of sale of Power Revenue Bonds (i.e.,
competitive or negotiated), subject to the SFPUC approving the form of a substantlally final
offerlng document.

The proposed Ordinance also approves security and disclosure documents for the Bonds
including the form Trust Indenture, First Supplement, Bond Purchase Contract, preliminary
Official Statement and the Continuing Disclosure Certificate.

Upon issuance of the Bonds, to the extent permitted by law, one-twentieth of one percent
(0.05%) of the gross proceeds of the Bonds will be deposited in a fund established by the City
Controller's Office and appropriated by the Board at the direction of the Public Utilities
Revenue Bond Oversight Committee established by Proposition P.

BOARD OF SUPERVISORS : Page 1
- 230



BUDGET AND FINANCE SUB-COMMITTEE MEETING MARCH 11, 2015

ltems 4 and 5 4 Department:
Files 15-0078 and 150079 . Public Utilities Commission (PUC)

Legislative Objectives

e File 15-0078: Ordinance amending the Administrative Code to add Chapter 43, Article XIV, Sections
43.14.1 through 43.14.9, to provide procedures for the issuance of Power Revenue Bonds by the San
Francisco Public Utilities Commission (SFPUC).

e File 15-0079: Ordinance approving the issuance and sale of revenue bonds by the SFPUC in an amount
not to exceed $48,000,000 to finance various capital projects pursuant to Charter Section 9.107(6)
and Section 9.107(8); approving certain documents/agreements; making California Environmental
Quality Act determinations and other actions. '

Key Points

e On February 10, 2015, the SFPUC approved a 10-year Capital Plan which includes $760 million for
power projects, including $550,000,000 of funding from power revenue bonds. On June 24, 2014, the
Board of Supervisors approved the SFPUC’s capital budget for FY 2014-15 and FY 2015-16 and
authorized the SFPUC to issue up to $112,346,843 of power revenue bonds. To date the SFPUC has
not issued any SFPUC Power revenue bonds. :

, Fiscal Impact
e Total estimated debt service over the 30-year term of the bonds at 4.2% annual. interest is
$87,072,605, consisting of $48,000,000 in principal and $39,072,605 in interest. The estimated
average annual debt service payment is approximately $2,900,000. ’

¢ Debt service payments will be covered by Power Enterprise revenues from the sale of electricity. The
City’s General Fund departments currently pay a subsidized rate of $.0575/kWH, which will increase
by $.01/kWH in FY 2015-16. All SFPUC’s power rates are projected to increase to cover the actual
costs of service, including debt service for power revenue bonds. [n FY 2014-15, SFPUC estimated the -
City’s General Fund departments received $20 million of subsidized electric power rates.

Policy Consideration

» File 15-0078 authorizes the SFPUC to refund bonds by resolution of the SFPUC, without Board of
Supervisors approval, provided the refunding bonds achieve debt service savings.

Recommendatlons

» Except for the provisions to authorize the SFPUC refunding bonds without further approval by the
Board of Supervisors, which the Budget and Legislative Analyst considers to be a policy dEClSIOl’\,
approve the proposed ordinances.

* Approval of Section 43.14.6 in File 15-0078 to allow the SFPUC to authonze bonds to be refunded
without approval of the Board of Supervisors is a policy decision for the Board of Supervisors. If the
Board of Supervisors wants to delegate such authority to the SFPUC, the proposed ordinance should
be amended to specify a net present value debt service savings threshold of at least 3% of the
refunded bonds, consistent with City debt policy. '

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
10 '
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BUDGET AND FINANCE SUB-COMMITTEE MEETING - MarcH 11,2015

MANDATE STATEMENT / BACKGROUND

According to Charter Section 9.107(6) and 9.107(8), the Board of Supervisors is authorized to
provide for the issuance of revenue bonds without voter approval if: :

Issued for the purpose of the reconstruction or replacement of existing water facilities
or electric power facilities or combinations of water and electric power facilities under
the jurisdiction of the Public Utilities Commission, when authorized by resolution
adopted by a three-fourths affirmative vote of the Board of Supervisors; and/or

Issued for the purpose of acquisition, construction, installation, equipping, improvement
or rehabilitation of equipment or facilities for renewable energy and energy
conservation.

Charter Section 5A.31(d) states that 1/20th of one percent from the proceeds of each issuance
or sale of public utility revenue bonds must be set aside for use by the Public Utilities
Commission Revenue Bond Oversight Committee to cover the costs of Committee activities.

Charter Appendix F1.113 states that 0.2 percent of the bond expenditures net of bond financing
and auditing costs be allocated to support the Controller’s Audit Fund.

Background

Since the construction of the Hetch Hetchy Project in 1918, the San Francisco Public Utilities
Commission (SFPUC) has been responsible for providing water and electricity to Bay Area and
San Francisco customers and the Modesto and Turlock Irrigation Districts'. Currently, the Hetch
Hetchy Project delivers water to approximately 2.6 million Bay Area residents and generates an
average of 1.6 million megawatts (MWh) of clean renewable electricity annually.

In 2005, the SFPUC reorganized and created a Power Enterprise, functionally and financially
separate from the SFPUC’s existing Water Enterprise and Wastewater Enterprise. The Power
Enterprise is responsible for generating, scheduling, purchasing, selling, transmitting and
distributing electricity to meet the needs of approximately 2,416 retail and wholesale
customers. SFPUC Power Enterprise customers include: (a) all City municipal departments,
including City Hall, police and fire stations, City hospitals, Moscone Convention Center, MUNI,
the Airport, public housing, and all City streetlights and traffic signals; (b) tenants in City-owned
properties, including the Port and Airport; and (c) tenants in the Hunters Point Shipyard Phase |
redevelopment project, Treasure Isiand and Transbay Transit Center.

! The PUC has provided electricity to these two State irrigation districts since the 1920s in accordance with the
terms of the Federal Raker Act, which granted the City rights of way over federal lands in Yosemite National Park,
Stanislaus National Forest and other public lands to construct and operate the Hetch Hetchy Project, to provide
water to the Bay Area and generate hydroelectricity as part of the City’s water delivery operations.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
: : 11
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BUDGET AND FINANCE SUB-COMMITTEE MEETING ‘ MARCH 11,2015

Electricity is generated through three large hydroelectric powerhouses located in Tuolumne
County: (1) Holm Powerhouse, (2) Kirkwood Powerhouse and (3) Moccasin Powerhouse and
then delivered through distribution and transmission lines and switchyards and substations.
Most of the SFPUC's existing powerhouses, and electrical distribution and transmission systems
have been in operation since the 1960s or earlier and are nearing the end of their useful lives,
requiring significant capital investment, rebuild and improvements to maintain ongoing
operations. The SFPUC’s electric power sales must generate sufficient revenues to fund the
Power Enterprise’s operating expenses while funding capital investments.

To fund these long term capital improvements, on May 13, 2014, the SFPUC approved a 10-year
Capital Plan which included $748 million for power capital projects. On February 10, 2015, the
SFPUC approved an updated 10-year Capital Plan (FY 2015-16 through FY 2024-25) which calls
for $760 million for power capital projects. Of the currently identified $760 million for power
capital projects, the current 10-year Capital Plan identifies $198 million of annual ongoing
power revenues, $12 million from Cap and Trade Auction revenues and $550 million from debt
funding through the issuance of power revenue bonds.

On June 24, 2014, the Board of Supervisors approved the SFPUC’s capital budget for FY 2014-15
and FY 2015-16 with the following two ordinances:

* File 14-0482: ordinance authorizing the issuance and sale. of SFPUC power
revenue bonds for up to $112,346,843 to finance various SFPUC Power
Enterprise capital projects; and

e File 14-0480: supplemental ordinance appropriating $217,478,836 of Hetch
Hetchy revenues, Cap and Trade allowances and Power and Water Revenue
Bonds for the SFPUC’s Hetch Hetchy Capital Improvement Program, including
$10'5,878,198 in FY 2014-15 and $111,600,638 in FY 2015-16, and placing
§173,755,378 of bond funded proceeds on Controller’s reserve by projéct,
subject to SFPUC. and Board of Supervisors’ approval of the California
Environmental Quality Act (CEQA) requirements and receipt of proceeds of
indebtedness and loan funds.

Although the ordinance under File 14-0482 authorized the SFPUC to issue and sell up to
$112,346,843 of power revenue bonds and the supplemental appropriation ordinance (File 14-
0480) specified $43,004,314 of Power Enterprise revenue bonds and $15,099,665 of
reappropriated Hetchy Power revenue bonds as sources of funding, to date the SFPUC has not
issued any SFPUC Power revenue bonds.

DETAILS OF PROPOSED LEGISLATION

File 15-0078: The proposed ordinance amends the Administrative Code to add Chapter 43,
Article X1V, Sections 43.14.1 through 43.14.9 to provide procedures for the issuance of Power
Revenue Bonds by the SFPUC. :

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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. BUDGET AND FINANCE SUB-COMMITTEE MEETING MARCH 11,2015

File 15-0079: The proposed ordinance approves the issuance and sale of power revenue bonds
_ by the SFPUC in an aggregate principal amount not to exceed $48,000,000 to finance various
capital projects consisting of reconstruction or replacement of existing water and/or electric
power facilities pursuant to Charter Section 9.107(6) and the acquisition, construction,
installation, equipping, improvement or rehabilitation of equipment or facilities for renewable
energy and energy conservation pursuant to Charter Section 9.107(8); approving the execution
of certain documents and agreements; confirming and making certain California Environmental
Quality Act (CEQA) determinations and approving other actions and matters in connection
therewith, as defined herein.

Amendments to the Administrative Code (File 15-0078)

Under the proposed ordinance, the City’s Administrative Code would be amended to specify
the procedures for the SFPUC to separately issue and sell power revenue bonds payable from
and secured by the SFPUC’s Power Enterprise revenues. Specifically, the proposed ordinance
identifies the definitions, procedures for issuance, financing and refinancing of capital ‘
improvements, repairs, improvements and replacements for the SFPUC’s Power Enterprise. The
interest rates on SFPUC Power Enterprise bonds could be fixed or variable, sold through
competitive or negotiated sale, with other terms, methods of sale, reserves, debt service
coverage and credit agreements and validity of bond actions, to be authorized by future SFPUC
Commission determination. The SFPUC could also authorize refunding bonds, without further
Board of Supervisors approval, provided such refunding bonds achieve debt service savings as
provided in City Administrative Code Article VI, Chapter 43 (see Policy Consideration below).

The proposed ordinance specifies that such power revenue bonds would be limited obligations
of the SFPUC and would not constitute general indebtedness to the City subject to repayment
by the City’s taxing power or through the City’s General Fund. Under the proposed ordinance,
the SFPUC’s Power. Enterprise would be defined as the City’s electric utility system which
provides electric power and related services to.th‘e City and its departments, including that
portion of the Hetch Hetchy Project that is allocated to power generation, transmission and
distribution facilities and related facilities. The SFPUC’s Power Enterprise Revenues, which
would be obligated for the repayments of the power revenue bonds, would specifically mean
the revenues, rates and charges received and accrued by the SFPUC for electric power and
energy services. Therefore, this ordinance commits the SFPUC to set sufficient rates and
charges for electricity to repay the debt service on the power revenue bonds, including
appropriate reserves and debt service coverage and requirements.

Issuance and Sale of up to $48,000,000 of Power Revenue Bonds (File 15-0079)

Under the proposed ordinance, the SFPUC would be authorized to issue the first Power
Enterprise Revenue Bonds for up to $48,000,000 to finance various capital projects that
specifically benefit the SFPUC’s Power Enterprise in accordance with Charter Section 9.107(6)
and 9.107(8). This ordinance limits these power revenue bonds to a maximum 12% annual
interest rate, specifies the funding of a debt service reserve account, payment of capitalized
" interest and the costs of issuance and related costs. This ordinance also approves the security
and disclosure documents, including the Master Trust Indenture, First Supplemental Trust
Indenture, Bond Purchase Contract, preliminary Official Statement and the Continuing

SAN FRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE MEETING _ MARCH 11,2015

Disclosure Certificate. In addition, this ordinance confirms the CEQA determinations for the
specified projects to be funded with the bond proceeds.

Descriptions of Nine Capital Projects

The SFPUC is proposing to fund the following nine capital projects with the proceeds from the
up to $48,000,000 of Power Revenue bonds, including the first three projects through
construction and the following six projects through detailed feasibility and planning studies:

1

Moccasin Hydropower Generator Project — Units 1 and 2 of Moccasin Powerhouse,
the hydroelectric generating units, are almost 40 years old and have exceeded their
useful life. This project will fund a comprehensive evaluation of the existing
conditions, preparation of design specifications, technical assistance, manufacture
and installation of components, construction and construction management
oversight. - ,
Transmission_Lines/Distribution System: Moccasin _to Warnerville (Don. Pedro
Reservoir Crossing) — Rehabilitation of transmission and distribution lines and
facilities used for hydroelectric power to improve reliability and address the North
American Electric " Reliability Corporation (NERC) requirements. Transmission
projects will include replacement of insulators, switches, towers, groundings, and
protective and regulatory requirements. Distribution projects will include over 50
miles of lines, related equipment, substations, disconnect switches, breakers and
metering.

Hydropower Powerhouse Control Upgrade — Replace existing power control and
monitoring systém with an upgraded multifunctional digital solution which meets
current regulatory requirements and provides diagnostic functions and reduced
maintenance requirements. )
Other Hydropower Powerhouse Projects — Conduct feasibility and planning study for
powerhouse upgrades, renewal and replacement, specifically at Holm Powerhouse
Generator Unit 2.

Switchyard/Substation Rehabilitation (Warnerville Switchyard Phase 1) — Conduct
feasibility and planning study at Warnerville Switchyard for renewal and
replacement of switchyard and substation components for hydropower
transmission, including regulatory grading, fencing and grounding protection.

Oil Containment Upgrade at Holm and Kirkwood Powerhouses — Conduct feasibility
and planning study to upgrade oil separation systems in the Holm and Kirkwood
Powerhouses to prevent oil discharges.

Moccasin Generator Step Up Transformers and QOil Containment — Conduct feasibility
and planning study for replacement of transformers in Moccasin Powerhouse to
improve efficiency and increase power generation.

Refurbish Kirkwood Powerhouse and Replace two Turbine Shutoff Valves — Conduct
feasibility and planning study to rehabilitate Kirkwood Powerhouse hydroelectric
facilities to increase their life expectancy.

Moccasin Hydropower Switchyard Upgrade — Conduct feasibility and planning study
for renewal and replacement of switchyard and substation components at Moccasin
Switchyard for hydropower transmission.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB~-COMMITTEE MEETING MaRrcH 11,2015

In November 2014, the Planning Department determined that the three construction projects
noted above are categorically exempt and the six feasibility and planning studies noted above
are statutorily exempt under the California Environmental Quality Act (CEQA), as specified in
the subject ordinance (File 15-0079).

Details on the Requested up to $48 Million Issuance

According to Mr. Michael Brown of the SFPUC’s Financial Services Division, the entire requested
up to $48,000,000 bend issuance is anticipated in the spring of 2015 and would be a
negotiated, rather than a competitive bid sale. Mr. Brown advises that the SFPUC is
recommending a negotiated sale because the proposed power revenue bonds would be the
first bond sale for the Power Enterprise, which requires additional outreach and marketing to
bond investors unfamiliar with this new issuer. Mr. Brown advises that if these power bonds
were sold on a competitive basis, the SFPUC would not expect to obtain the lowest cost.

A portion of the proposed 2015 SFPUC power revenue bonds may be designated and sold as
“Green Bonds” a new bond market designation that identifies these bonds as funding projects
that result in 100% greenhouse gas-free electricity, and that are environmentally beneficial
projects to interested investors. Mr. Brown advises that of the total not-to-exceed $48,000,000
power revenue bonds, approximately $30 million would be tax-exempt Green Bonds and the
remaining $18 million would be tax-exempt conventional bonds.

Mr. Brown reports that to select a bond underwriter, the SFPUC sent a Request for Proposal
(RFP) to the Controller’s Office of Public Finance pre-qualified pool of 25 underwriter firms, to
which nine firms responded. The SFPUC and its financial advisors evaluated the nine proposals.
Based on the proposals, the SFPUC has selected Wells Fargo Securities as the underwriter for
this transaction, as noted in the proposed $48,000,000 issuance ordinance (File 15-0079).

FISCAL IMPACT

Table 1 below shows estimated total project costs of $37,300,000 for the nine capital power
projects summarized above.

Table 1: Estimated Nine SFPUC Power Project Costs

Projects Cost

Moccasin Hydropower Generator Rewind Project . $24,000,000
Transmission Lines/Distribution System: Moccasin to Warnerville " 5,000,000
Hydropower Powerhouse Control Upgrade A 1,700,000
Other Hydropower Powerhouse Projects 1,000,000
Switchyard/Substation Rehabilitation _ 1,500,000
Oil Containment Upgrade at Holm and Kirkwood 1,000,000
Moccasin Generator Step Up Transformers and Oil Containment 1,000,000
Refurbish Kirkwood Powerhouse & Replace Turbine Shutoff Valves 1,500,000
Maoccasin Hydropower Switchyard Upgrade 600,000

Total Estimated Project Costs $37,300,000
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Pursuant to Charter Appendix F1.113, 0.2% of the expenditure budget net of bond financing
and audit costs is to be allocated and available to support the Controller’s Audit Fund. In
accordance with Proposition P approved by San Francisco voters in November 2002, 1/20" of
1% (.05%) of the bonds’ gross proceeds will be expended for the Revenue Bond Oversight
Committee activities. Table 2 below shows the total estimated SFPUC Power Project Costs of
$37,300,000 and the related bond financing, City Services Auditor and the Revenue Bond
Oversight Committee costs including a contmgency that result in the total estimated
$48,000,000 revenue bond cost.

Table 2: Total Up to $48,000,000 Estimated Bond Costs

Total Project Costs $37,300,000
Capitalized Interest 6,000,000
Debt Service Reserve 3,200,000
Bond disclosure counsel & Fnancxal advisors ~ 800,000
Contingency 628,000
City Services Auditor Fee 48,000
Revenue Bond Oversight Fee 24,000

- Total Estimated Costs $48,000,000

. Estimated Debt Service ~

According to Mr. Brown, the estimated annual interest rate for the bond payments will be
4.2%. Total estimated debt service over the 30-year term of the bonds at 4.2% annual interest
is $87,072,605, consisting of $48,000,000 in principal and $39,072,605 in interest to fund the
above-noted $37,300,000.in project costs. The estimated average annual debt service payment
is approximately $2,900,000.

Electricity Rate Increases Needed to Cover Debt Service

Debt service payments will be covered by SFPUC’s Power Enterprise revenues from the sale of
electricity. The electricity rate charged to the City’s enterprise departments and other non-
General Fund agencies is currently $.1449/kWH, which is equivalent to the Pacific Gas and
Electric (PG&E) power rates. This rate is scheduled to increase by 3% annually startmg in FY -
2015-16 based on the projected changes to PG&E's rates.

Most of the City’s General Fund departments currently pay a subsidized rate of $.0575/kWH,
which will increase by $.01/kWH in FY 2015-16, and is currently projected to increase by
$.005/kWH annually thereafter, Other City agencies, including the hospitals, libraries, Moscone
Convention Center, public buildings and street-lights pay various higher and lower electric rates
to the SFPUC, based on prior negotiations with the Mayor’s Office. Table 3 below shows the
different rates paid by various City departments.

SAN FRANCISCO BOARD OF SUPERVISORS : : : BUDGET AND LEGISLATIVE ANALYST
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Table 3: FY 2014-15 and FY 2015-16 City Electric Rates Charged by the SFPUC

FY 2014-15 FY 2015-16

Adopted Adopted

Rates™ Rates™
General Fund Departments and Related Customers 5.75 ¢/kWh 6.75 ¢/kWh
Public Libraries 9.13 ¢/kWh 10.13 ¢/kWh
Moscone Convention Center Facilities 7.78 ¢/kWh 8.80 ¢/kWh
San Francisco General Hospital ' . 2.70 ¢/kWh 3.70 ¢/kWh
Laguna Honda Hospital 3.49 ¢/kWh ‘4.49 ¢/KWh
Public Buildings & City Street Lights 2.00 ¢/kWh 3.00 ¢/kWh
Enterprise Departments (tied to PG&E rates) 14.49 ¢/kWh 15.50¢/kWh

& Adopted by the SFPUC.

As noted above, the proposed ordinance (File 15-0078) commits the SFPUC to set sufficient
rates and charges for electricity to repay the debt service, including those rates and charges
paid by City departments through the City’s annual budget process. According to Mr. Brown, all
of the City’s power rates are projected to gradually rise to cover the actual costs of service,
including debt service for the SFPUC’s power revenue bonds and required reserve accounts, in
accordance with the SFPUC’s 10-year financial plan. For FY 2014-15, the SFPUC estimated that
the City’s General Fund would incur approximately $20 million of additional costs to fully fund
the City’s subsidized electric power rates.

In accordance with Charter Section 8B.125, the SFPUC is responsible for setting the rates, fees
and other charges for the sale of electricity. The SFPUC’s action on all rates, fees and charges is
subject to rejection, within 30 days of submission, by resolution of the Board of Supervisors. If
the Board of Supervisors does not act within 30 days, the SFPUC proposed rates become
effective without further Board of Supervisors action. '

Prior Board of Supervisors Authorization for SFPUC Power Revenue Bonds

As discussed above, in 2014, the Board of Supervisors authorized the issuance and sale of
SFPUC power revenue bonds for up to $112,346,843 to finance various SFPUC Power Enterprise
capital projects (File 14-0482). If the Board of Supervisors approves the proposed ordinance
(File 15-0079) to issue and sell up to $48,000,000 of SFPUC power revenue bonds, the SFPUC
would have a remaining authorization to issue and sell up to $64,346,843 of SFPUC power
revenue bonds.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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POLICY CONSIDERATION

As noted above, under the proposed ordinance (File 15-0078), the SFPUC could authorize
SFPUC refunding bonds, by resolution approved by the SFPUC, without further Board of
Supervisors approval, provided such refunding bonds achieve debt service savings as provided
in City Administrative Code Article VI, Chapter 43. These provisions would be codified as a new
Section 43.14.6 in the City’s Administrative Code. Currently, the SFPUC cannot authorize the
refunding of Water or Wastewater revenue bonds, without approval of the Board of
Supervisors. :

Section 43.8.4 of the City’s Administrative Code currently specifies that the Board of
Supervisors is only authorized to provide for the issuance of refunding general obligation,
revenue or lease revenue bonds which provide net debt service savings to the City on a present
value basis calculated in provisions of general State law or by other ordinance of the Board of
Supervisors. Net -debt service savings are calculated by comparing the present value of the
aggregate debt service on the refunding bonds to that of the refunded bonds as of the date of
the refunding bonds using an assumed rate of interest equal to the yield on the refunding
bonds. According to Ms. Nadia Sesay, the Director of the Controller’s Office of Public Finance,
the City’s standard debt policy currently defines such net debt service savings as a minimum of
3%. However, the subject ordinance does not specify a net debt service savings that must be
achieved by the SFPUC for such refunding. - ’

Therefore, approval of this provision to allow the SFPUC to authorize revenue bonds to be
refunded, without subsequent approval of the Board of Supervisors is a policy decision for the
Board of Supervisors. If-the Board of Supervisors wants to delegate such authority to the
SFPUC, without subsequent approval by the Board of Supervisors, the proposed ordinance
should be amended to specify a net present value savings threshold of at least 3% of debt
service on the refunded bonds, consistent with existing City debt policy.

RECOMMENDATIONS

1. Except.for the provisions to authorize the SFPUC refunding bonds without further
approval by the Board of Supervisors, which the Budget and Legislative Analyst
considers to be a policy decision, approve the proposed ordinances.

2. Approval of Section 43.14.6 in File 15-0078 to allow the SFPUC to authorize bonds to be
refunded without approval of the Board of Supervisors is a policy decision for the Board
of Supervisors. If the Board of Supervisors wants to delegate such authority to the
SFPUC, the proposed ordinance should be amended to specify a net present value debt
service savings threshold of at least 3% of the refunded bonds, consistent with City debt

policy.
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AGENDA ITEM
Public Utilities Commission

City and County of San Francisco

DEPARTMENT Financial Services AGENDA NO. 14

MEETING DATE December 9, 2014

Commercial Paper Credit Agreements: Regular Calendar
Project Manager: Charles Perl

Authorize Establishment of Power Enterprise Debt Program and Inaugural Revenue .

Bond Issuance to Fund A Not-To-Exceed Amount of $48M, Inclusive of Financing Costs,

of Previously Approved Capital Projects.

Summary of
Proposed
Commission
Action:

Authorize the General Manager of the San Francisco Public Utilities
Commission (SFPUC) to establish a revenue bond debt program for the Power

‘Enterprise and issue the Power Enterprise’s inaugural revenue bonds to fund a

not-to-exceed principal amount of $48M, inclusive of financing costs, for
projects included in the Capital Improvement Plan, subject to approval from
the Board of Supervisors; Authorize the General Manager to sell in one or
more series of bonds, on either a competitive or negotiated basis, as the
General Manager determines is in the best financial interest of the SFPUC;
delegating to the General Manager authorization to award each series of bonds
to the highest bidder (lowest cost) bank or underwriter(s); authorizing the
General Manager to submit ordinances to the Board of Supervisors 1)
Authorizing the establishment of a new Power Bond program and 2)
Authorizing issuance of not-to-exceed $48 million aggregate principal amount
of new money Power Revenue Bonds. This is an Approval Action pursuant to
Administrative Code Chapter 31. '

Background and
Description of

Scope of Services:

Background: The Power Enterprise has relied primarily on revenues to fund
capital improvements. To address significant needed repairs to its aging
infrastructure, the Commission and Board adopted capital budgets of $75.8
million in FY 2014-15 and $73.6 million in FY 2015-16, and propose to use
revenue bonds of $33.9 million and $54.6 million as a funding source in each
year, respectively. Additionally, the Ten-Year Capital Plan includes $555.4
million of proposed revenue bond financing for the Power Enterprise. The
proposed bond issuance will fund approximately $38.1 million in projects over
the next 2-3 years and will be used to repair or replace critical upcountry
infrastructure.

APPROVAL.:.

COMMISSION

SECRETARY Donna Hood
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Projects Funded from Series 2015A Power Bonds:

The projects to be included for funding from the proceeds of the Series 2015A
Power Bonds are further described in the approved Capital Improvement Plan.
Specific projects approved for bond funding fall under two categories: (1)
three projects with funding through construction, and (2) seven activities with

' funding approved only through the planning and design phases. Bond funds
could be used for construction of those or other projects included within the
Capital Improvement Plan, subject to Commission approval following
completion of environmental review. The followmg are brief descriptions of
the proposed projects: '

Projects with funding through construction:

a) Moccasin Powerhouse Generator Rewind Project
The project is for the rewind of Moccasin Powerhouse Units 1 and
2 which are approximately forty years old and have exceeded their
life expectancy.

b) Transmission Lines/Distribution System: Moccasin to Warnerville
(Don Pedro Reservoir Crossing) ,
"The project includes the rehabilitation of certain facilities used for
‘the transmission and distribution of hydroelectric power. It will
include reliability projects, as well as projects to address North.
American Electric Reliability Corporation (NERC) requirements.

¢) Powerhouse SCADA Upgrade:
The current SCADA system has limitations and the SFPUC has
experienced many stability issues. The system will be replaced with
-a solution that allows the SFPUC to meet regulatory obligations.

Feasibility and planning studies with funding approved 6n1y through planning
and design phases,:

a) Regulatory Compliance for Transmission Lines: repair and replacement of

equipment and facilities at various locations

This feasibility and planning study will address operational and
safety conditions requiring repair or replacement of equipment and
facilities at a number of locations. This activity is being undertaken
to comply with applicable code requirements specified in the
National Electrical Safety Code (NESC) and federal and State
Occupational Safety and Health Administration (OSHA) standards.
b) Other Powerhouse Projects: Holm Unit 2
This activity provides funding for feasibility and planning study for
powerhouse upgrade, renewal and replacement projects, including
upgrades to the Holm Powerhouse Generator Unit 2.

c) Switchyard/Substation Rehabilitation (Warnerville Switchyard Phase 1)
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This feasibility and planning study is intended to address major
renewal and replacement of substation components associated with
Bank 2 and Bank 3 of the substation. Design and feasibility
analysis for the substation will also include grading, fencing and
grounding protection to current regulatory standards.
d) 011 Containment Upgrade at Holm & Kirkwood Powerhouses

This feasibility and planning study will involve planning and
feasibility analysis for upgrades to the oil separation systems within
the Holm and Kirkwood Powerhouses to prevent oil discharges.

&) Moccasin Generator Step Up (GSU) Transformers & Qil Containment
This feasibility and ‘planning study will be conducted for
replacement of existing transformers within Moccasin Powerhouse.
This will slightly improve the efficiency of the unit, minimally
increasing the annual generation from the Powerhouse.

f) Kirkwood Powerhouse Refurbishment & Two Turbme Shutoff Valves
(TSOV) Replacement
This feasibility and planning study will be conducted for the
rehabilitation -of Kirkwood Powerhouse to increase its life
expectancy.

£) Moccasin Switchyard Upgrade
This feasibility and planning study will be undertaken to provide
for the renewal and replacement of switchyard and substation
components at Moccasin Switchyard for hydropower transmission.

The Commission may add, change or modify the proposed projects to
be funded by bond proceeds as it deems to be necessary and advisable, subject -
to the limitations and conditions set forth in the Indenture, Bond Purchase
Contract and Charter Sections 9.107(6) and 9.107(8), in compliance with
CEQA, and in consultation with the City Attorney and Bond Counsel.

Green Bonds Designation: The 2015A Power Bonds are to be designated and

sold as “Green Bonds”. This will be the first issuance of Green Bonds by the

SFPUC, and is a relatively new bond market designation that serves to identify
to interested investors the opportunity to invest in environmentally beneficial
projects. As such, the SFPUC will self-certify that the 2015A Power Bonds
will fund Hetch Hetchy power-related projects that generate 100% greenhouse
gas-free electricity, thereby qualifying the Bonds as Green Bonds. It is
anticipated that as the Green Bonds market continues to grow, it will broaden
the investor community for the SFPUC’s bonds.

Negotiated Sale Recommended: This transaction is proposed to be a
negotiated sale as it as has been determined to be the optimal method of sale to
ensure the best savings for ratepayers given the terms and conditions of the
sale, the market, and the fact that Power is a new credit unfamiliar to bond
investors. The 2015 A Bonds represents the inaugural bond sale for the Power
Enterprise and therefore will benefit from the additional investor outreach and
targeting that is more easily accomplished through a negotiated sale. Although

242




Execute Agreement: Authorize Establishment of Power Enterprise Debt Program and Inaugural Revenue Bond
Issuance to Fund A Not-To-Exceed Amount of $48M,.Inclusive of Financing Costs, of Previously Approved Capital

Projects

Commission Meeting Date: December 9, 2014

interest rates remain near historically low levels, the bond market is ever
changing. The underwriter, as well as our Financial Advisors, will advise on

- . | the most appropriate timing of the sale to obtain the lowest interest rates.

As a further safeguard, the SFPUC will retain an independent pricing agent
who will advise and certify that the underwriter has provided the most
advantageous pricing results at the time of sale. This strategy was effectively
used for the SFPUC’s last negotiated sales of the Water Series 2012 D
Refunding Series and the Wastewater 2013 A Refunding Series.

Underwriter Selection: A competitive selection process was undertaken to
select an underwriter. A Request for Proposals was sent to 25 firms in the
City’s Underwriter Pool, with 9 proposals received. A formal, comprehensive
evaluation process was undertaken by the SFPUC and its financial advisors to
score and rank the proposals. Evaluation criteria included: sales distribution
capabilities, plan of marketing/sale, past SFPUC support/coverage, and fees.
The SFPUC and its financial advisors independently ranked the firms and
Wells Fargo Securities received the highest score and is being recommended to
be underwriter on this transaction.

Bond Documents: The Commission is being asked to approve the form of and
authorize the execution of documents relating to the bond sale. These
documents are described below.

1) Master Trust Indenture and First Supplemental Indenture — The Indenture is
the bond document providing both the legal structure and security for the
bonds, including pledge of revenues, covenants, default and remedy
provisions, flow of funds (priority for use of pledged revenues) and provisions
to issue additional debt. The Supplemental Indentures set forth the terms of
each individual series of bonds, including maturities, interest rates and terms of
early redemption.

Issuing bonds through a public offering required the creation of a Master Trust
indenture (MTT), which is the agreement between the SFPUC and its bond
investors. Power’s Master Trust Indenture is similar to those of Water and
Wastewater Enterprises, and requires rates and charges be set at sufficient
levels to meet debt service obligations. All existing programs and services are
incorporated into the MT]L, including GoSolarSF, energy efficiency projects,
etc. Future programs outside of the Power Enterprise’s current services and
scope would be considered a “Separate System” under the MTI and would
require separate revenues for funding.

In addition, the MTI establishes a flow of funds for the Power Enterprise and
delineates that revenues be used in the followmg order:

I.  Operations & Maintenance, including power purchases and labor
II.  Debt Service, used to fund priority, eligible projects
1.  Debt Service Coverage Reserves at 1.25x '
IV.  Other spending
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The table below compares the proposed MTI for Power to the existing MTTI’s
for the Water and Wastewater Enterprises.

2)

4)

3)

Existing
Existing Water Indenture Wastewater E?g&i?g Power
Indenture
Net Revenues less O&M and
Revenues any Pr!onty R&R Fund Same Same
Deposit
Operating & | Costs of the proper
Maintenance | operation, maintenance
and repair of the Enterprise Same Same
Rate Maintain rates such that
Covenant Net Revenues plus
Available Funds are at
least: 1.25x; Net Revenues Same Same
only: 1.00x DSC
Additional Net Revenues plus
Bonds Test Available Funds: are at
least 1.25x; Net Revenues Same Same
only: 1.00x DSC
Debt Service
Reserve At SFPUC’s option, 100% Max Annual
Fund currently no Reserve Fund | Same Debt Service
required (MADS)*

*Can be reduced or eliminated once Power credit is well-established

Official Statements (Preliminary/Final) — Primary disclosure document for

‘bidders, rating agencies, and investors regarding terms of bonds, security,

risk factors, financial and operating results and projections and background

information. The document is substantially final (except for certain pricing
information and updates that may occur prior to sale) and through this

resolution the General Manager is permitted to make such changes as are

necessary to update the document.

Continuing Disclosure Certificate — Document containing commitments to
providing annual financial and operating data disclosure, and interim
disclosure in the event of certain enumerated events, for the benefit of
bondholders. ’

Bond Purchase Contract - In the event that the bonds need to be sold on a
negotiated basis, the document between the SFPUC and the
undwerwriter(s) providing the termas of the bond sale.

SFPUC Finance staff has analyzed the capital requirements of the Power
Enterprise, financing alternatives, and determined that the issuance of bonds at
this time would be advantageous to meet anticipated contract award dates and
construction schedules, in a cost-effective manner and promote ratepayer
affordability. SFPUC Finance worked collaboratively with outside financial
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advisors, as well as the City Attorney’s Office and outside bond and disclosure
counsel, to develop all aspects of the documents associated with the sale of
Power Revenue Bonds, including all attachments. The individuals and firms
working with the SFPUC on this financing are as follows:

. City Attorney of the City and County of San Francisco

. Disclosure Counsel: Orrick, Herrington & Sutcliffe LLP

. Co-Bond Counsel: Orrick, Herrington & Sutcliffe LLP and Cuxls
Bartling P.C.

. Co-Financial Advisors: PFM and Kitahata & Company

Result of A delay in approval would result in a possible delay in capital project

Inaction: construction because financing through the revenue bonds would not be
available.

Budget & Costs: | Funding: The Power Enterprise Capital Program budget and appropriation
covers these associated financing costs.

Schedule: After Board and approval by the Commission of bond sale documents, a Power
Bonds issuance is anticipated in early 2015.

Recommendation: | SFPUC staff recommends that the Commission adopt the attached resolution.

Environmental On November 24, 2014, the Environmental Review Officer determined that

Review: the 2015 Power Enterprise Bond Sale is statutorily exempt under the CEQA

Guidelines Section 15262(Feasibility and Planning Studies). Seven feasibility
and planning activities are included in this statutory exemption:

= Powerhouse Holm Unit 2 Improvements

* (il Containment Upgrade at Holm & Kirkwood Powerhouses

® Moccasin Generator Step Up (GSU) Transformers & Oil
Containment

* Kirkwood Powerhouse Refurbishment & Two Turbin Shutoff

- Valves (TSOV) Replacement

® Moccasin Switchyard Upgrade

* Regulatory Compliance for Transmission Lines-; Repair and
replacement of equipment and facilities at various locations

e Switchyard/Substations Rehabilitation (Warnerville sw ph 1)

The ERO also concurred with three categorical exemptions for the following
projects:

» Moccasin Generator Rewind; under CEQA Guidelines Section
15301 (Existing Facilities); Case Number: 2014.1184ENW;
November 4, 2014
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e Transmission Lines/Distribution System Moccasin to Warnerville (Don
Pedro Crossing); under CEQA Guidelines Section 15302 (Replacement
or Reconstruction); Case Number 2014-002073 ENV; November 24,
2014

e Powerhouse SCADA Upgrade; under CEQA Guidelines Section 15301
(Existing Facilities); Case Number 2014-002112ENV; November 26,
2014. ’

The statutory exemption and the categorical exemptions are attached.

Attachments:

1. SFPUC Resolution — Approval of Bond Authorization

Power Bonds Presentation

3. Form of Board of Supervisors Ordinance Establishing. new Power Bond

o © N

12.

Program and link between setting and collecting rates and the repayment of
debt service : -

Form of Board of Supervisors Ordinance Approving the Master Trust
Indenture & bond documents and authorizing the sale of bonds

Form of Preliminary Official Statement (POS) and Form of Continuing
Disclosure Certificate (Appendix of POS)

Form of Master Trust Indenture
Form of Supplemental Trust Indenture
Form of Bond Purchase Agreement

2015 Power Enterprise Bond Sale CEQA Statutory Exemption

. Moccasin Generator Rewind Categorical Exemption
11.

Transmission Lines/Distribution System Moccasin to Wamerville (Don
Pedro Crossing) Categorical Exemption

Powerhouse SCADA Upgrade Categorical Exemption
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1. PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO.: 14-0197

WHEREAS, On November 5, 2002, the voters of the City and County of San
Francisco (the “City”) approved Proposition E, codified as Article VIIIB of the Charter of
the City (the “Charter”), which among other things, authorized Public Utilities
Commission (“the Commission”) to issue revenue bonds, including notes, commercial
paper or other forms of indebtedness, when authorized by ordinance approved by a two-
thirds vote of the Board of Supervisors, for the purpose of reconstructing, replacing,
expanding, repairing or improving water faciliies or clean water facilities, or
combinations of water and clean water facilities under the jurisdiction of the
Commission; and ’

WHEREAS, Section 9.107(6) of the Charter (“Charter””) of the City and County
of San Francisco (the “City”) authorizes the issuance of revenue bonds, without voter
approval, when authorized by resolution approved by a three-fourths affirmative vote of .
the Board of Supervisors of the City (the “Board™), for the purpose of the reconstruction
or replacement of existing water facilities and electric power facilities, or combinations
thereof, under the jurisdiction of the Public Utilities Commission of the-City and County
of San Francisco (the “Commission”); and

WHEREAS, Charter Section 9.107(8) authorizes the issuance of revenue bonds,
without voter approval, upon an affirmative vote of the Board, for the purpose of the
acquisition, construction, installation, equipping, improvement or rehabilitation of
equipment or facilities for renewable energy and energy conservation; and

WHEREAS, The Commission has determined to issue one or more series of
revenue bonds under the anthority of Charter Sections 9.107(6) and 9.107(8) to finance
various capital projects consisting of reconstruction or replacement of existing water
facilities or electric power facilities and the acquisition, construction, installation,
equipping, improvement or rehabilitation of equipment or facilities for renewable energy
and energy conservation (collectively, the “Capital Improvement Projects”) in an
aggregate principal amount not to exceed $48,000,000 (the “Bonds™) pursuant to a Trust
Indenture (the “Trust Indenture”), and a First Supplemental Trust Indenture, each by and
between the Commission and a trustee to be selected by the General Manager pursuant to
a competitive procurement process and in accordance with City’s policies and procedures
relating thereto (the “Trustee”) (the “First Supplement,” and together with the Trust
Indenture, the “Indenture”); and

WHEREAS, Such Bonds will be sold in a negotiated sale pursuant to a Bond
Purchase Contract (the “Bond Purchase Contract”); and

WHEREAS, A preliminary official statement has been prepared for the Bonds
(the “Preliminary Official Statement”) (the “Official Statement™) be used in connection
with the offering and sale of the Bonds of each series from time to time; and
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WHEREAS, A continuing disclosure certificate (the “Continuing Disclosure
Certificate”) will be executed and delivered with respect to the Bonds in order to assist

the underwriters thereof in complying with Securities and Exchange Commission Rule
15¢2-12 (“Rule 15¢2-12”); and

WHEREAS, The Commission has examined the proposed forms of the Trust
Indenture, the First Supplement, the Bond Purchase Contract, the Preliminary Official
Statement and the Continuing Disclosure Certificate; and

WHEREAS, On November 26, 2014, the Environmental Review Officer
determined that seven feasibility and planning studies to be funded by the 2015 Power
Enterprise Bond Sale are statutorily exempt under the California Environmental Quality
Act (CEQA) Guidelines Section 15262 (Feasibility and Planning Studies), including
1.)Powerhouse Holm Unit 2 Improvements; 2.) Oil Containment Upgrade at Holm &
Kirkwood Powerhouses; 3.)Moccasin Generator Step Up (GSU) Transformers & Oil
Containment; 4.)Kirkwood Powerhouse Refurbishment & Two Turbin Shutoff Valves
(TSOV) Replacement; 5.) Moccasin Switchyard Upgrade; 6.)Regulatory Compliance for
- Transmission Lines-; Repair and replacement of equipment and facilities at various
locations; and 7.)Switchyard/Substations Rehabilitation (Warnerville sw ph 1); and

WHEREAS, The ERO concurred with the determination that the following three
projects are categorical exemptions under CEQA , and construction of these projects is
proposed to be funded by this Bond Sale: Moccasin Generator Rewind on November 4,
2014; Transmission Lines/Distribution System Moccasin to Warnerville (Don Pedro
Crossing); on November 24, 2014; and Powerhouse SCADA Upgrade; on November 24,
2014; and

WHEREAS, Subject to the further approval of the Board, the Commission is duly
empowered, pursuant to each and every requirement of law, to authorize the foregoing
transactions, to issue the Bonds and to authorize the execution and delivery of the Trust
Indenture, the First Supplement, the Bond Purchase Contract, the Preliminary Official
Statement, the Continuing Disclosure Certificate and related documents for the purposes,
in the manner and upon the terms provided herein; and

WHEREAS, Subject to Commission adoption of this resolution, the General
Manager is authorized and directed to request the Board to adopt an Ordinance approving
the documents herein mentioned related to the Bonds and anthorizing the preparation and
distribution by the Commission of a Preliminary Official Statement and an Official
Statement relating to the Bonds and an Ordinance approving procedures and broader
authorization for the issue and sale of power revenue bonds by the Commission; and

WHEREAS, The voters of the City approved Proposition P in November 2002, to
which this resolution and the Bonds are subject, constituting Section 5A.30 et seq. of
Chapter V of the San Francisco Administrative Code (the “Proposition P Requirements”),
including the requirement that, to the extent permitted by law, one-twentieth of one
percent (0.05%) of the gross proceeds of the Bonds shall be deposited in a fund
established by the Office of the Controller of the City (the “Controller’s Office”) and
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appropﬁatéd by the Board at the direction of the Public Utilities Revenue Bond Oversight
Committee to cover the costs of said committee; now, therefore, be it

RESOLVED by the Public Utilities Commission of the City and County of San
Francisco, as follows:

“Section 1. Issuance of the Bonds. The issuance of the Bonds, in one or more
series and on one or more dates, in an aggregate principal amount not to exceed
$48,000,000, pursuant to Charter Sections 9.107(6) and 9.107(8), is hereby authorized
and approved by the Commission, subject to Board approval, and subject to the
limitations and conditions provided herein. The Bonds shall be issued for the purpose of
providing funds to: (a) finance the Capital Improvement Projects in such amounts as shall
be determined by the General Manager; (b) fund a debt service reserve account for the
Bonds; (c) pay capitalized interest on the Bonds; and (d) pay the costs of issuance of the
Bonds.

The Bonds shall be issued in accordance with this resolution, the Indenture and
the Charter. The General Manager is hereby authorized and directed to determine the
aggregate principal amount of Bonds to be issued from time to time (subject to the
maximum amount and further limitations and conditions set forth herem) and to
determine the various titles and series designations of the Bonds.

Section 2. Sale of the Bonds. The sale of the Bonds by negotiated sale, in one or
more series and on one or more dates, is hereby authorized and approved by the
Commission, subject to Board approval pursuant to the Charter and subject to the
limitations and conditions provided herein. The Commission hereby finds and
determines, based on advice from the General Manager and his consultation with Public
Financial Management, Inc. and Kitahata & Company, the financial advisors to the
Commission with respect to the Bonds (together, the “Financial Advisors”), that (i) the
sale of the Bonds through a negotiated process is likely to enhance the ability of the
Commission to timely sell the Bonds or to achieve a lower overall cost to the
Commission, or both, and (ii) the requirements of Section VIII of the Commission’s Debt
Management Policies and Procedures have been satisfied. The stated interest rate or rates
on the Bonds shall not exceed twelve percent (12%) per annum; the final maturity of any
Bonds shall not be later than forty (40) years after the issue date thereof; and any such
Bonds shall not be 1ssued and delivered after December 31, 2019.

Section 3. Trust Indenture, First Supplement and Bonds. The proposed forms of
the Trust Indenture and the First Supplement and of the Bonds submitted to this
Commission, and the terms and conditions thereof, are hereby approved. The President |
or General Manager of the Commission or their designees are authorized and directed to
execute and deliver, and the Secretary of the Commission is authorized to attest to, the -
Trust Indenture, the First Supplement and the Bonds in the forms presented at this
meeting and on file with the Secretary of the Commission, with such changes and
additions thereto as they may approve upon consultation with the Financial Advisors and
the City Attorney, such approval to be conclusively evidenced by their execution and
delivery thereof. The Secretary of the Commission is directed to file a copy of the forms
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of the Trust Indenture and the First Supplemental (which includes the proposed form of
the Bonds) with the minutes of this meeting. Subject to the further limitations hereof, the
principal amount, date, maturity date or dates, maximum interest rate or rates, series
designation, interest payment dates, forms, registration privileges, place or places of
payment, terms of redemption, insurance provisions and other terms of the Bonds shall be
as provided in the Indenture.

Section 4. Negotiated Sale; Bond Purchase Contract. The General Manager is
hereby authorized to select and appoint one or more. underwriters (each, an “Underwriter”
and, collectively, the “Underwriters”) from the Commission’s or the City’s pool of pre-
qualified underwriters subject to a competitive procurement process and in accordance
with the City’s policies and procedures with respect thereto, subject to the limits on
underwriter compensation set forth below. The General Manager is hereby authorized
and directed, for and on behalf of and in the name of the Commission, to sell at one or
more negotiated sales, Bonds in such aggregate principal amount as the General Manager
may determine, subject to the further limitations and conditions hereof. The General
Manager is hereby authorized to enter into a Bond Purchase Contract with one or more of
the Underwriters, individually or collectively as the General Manager deems appropriate,
substantially in the form presented at this meeting and on file with the Secretary of the
Comumnission, with such changes and additions as the General Manager may approve upon
consultation with the City Attorney, such approval to be evidenced conclusively by the
execution and delivery of such Bond Purchase Contract; provided, however, that the total
compensation to the Underwriter(s) shall not exceed 0.50% of the par value of the Bonds.

Section 5. Approval of the Preliminary Official Statement. The Preliminary
Official Statement, in substantially the form submitted to the Commission, is hereby
approved. The General Manager of the Commission is hereby authorized to certify from
time to time, for and on behalf of the Commission, that the Preliminary Official
Statement, with such changes, additions and supplements as he may deem necessary or
appropriate in the interest of the Commission, in consultation with the City Attorney, is
deemed final as of its date, within the meaning of Securities and Exchange Commission
Rule 15c2-12 (except for the omission of certain final pricing, rating and related
information as permitted by Rule 15¢2-12). The Preliminary Official Statement is hereby
authorized to be used from time to time in connection with the marketing of the Bonds.
In connection with the sale of all or a portion of the Bonds, the General Manager is
hereby authorized and directed, for and on behalf of the Commission, to execute an
Official Statement for any such Bonds in substantially the form of the Preliminary
Official Statement, and to.cause the delivery of such Official Statement to the
underwriters of such Bonds. : '

Section 6. Continuing Disclosure Certificate. The proposed form of Continuing
Disclosure Certificate for the Bonds submitted to this Commission and on file with the
Secretary of the Commission is hereby approved. The General Manager is hereby
authorized and directed to execute the Continuing Disclosure Certificate for the Bonds
from time to time, substantially in the form submitted to this Commission, with such
additions, changes and corrections thereto as the General Manager shall approve with the
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advice of the City Attorney, such approval to be conclusively evidenced by the execution
and delivery of such Continuing Disclosure Certificate. The Secretary of the
Commission is directed to file a copy of said .form of Continuing Disclosure Certificate
with the minutes of this meeting. '

Section 7. Submittal to Board for Approval. The General Manager, for, in the
name of and on behalf of the Commission, is hereby authorized and directed to seek
authorization and approval from the Board with respect to the issuance and sale of the
Bonds and the execution and delivery of the Trust Indenture, the First Supplement, the
Bond Purchase Contract, the Continuing Disclosure Certificate and the Preliminary
Official Statement, as may be required by the Charter.

Section 8. Proposition P. Pursuant to the Proposition P Requirements, to the
extent permitted by law, one-twentieth of one percent (0.05%) of the gross proceeds of
the 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 to cover the costs of said committee. o

CEQA Findings. The San Francisco Planning Department Environmental Review
Officer (ERO) on November 26, 2014, determined that seven feasibility and planning
studies to be funded by the proceeds of the bonds are statutorily exempt under the
California Environmental Quality Act (CEQA) Guidelines Section 15262 (Feasibility
and Planning Studies), including 1.)Powerhiouse Holm Unit 2 Improvements; 2.) Oil
Containment Upgrade at Holm & Kirkwood Powerhouses; 3.)Moccasin Generator Step
Up (GSU) Transformers & Oil Containment; 4.)Kirkwood Powerhouse Refurbishment &
Two Turbin Shutoff Valves (TSOV) Replacement; 5.) Moccasin Switchyard Upgrade;
6.)Regulatory Compliance for Transmission Lines-; Repair and replacement of -
equipment and facilities at various locations; and 7.)Switchyard/Substations
Rehabilitation (Warnerville sw ph 1). The ERO also concurred with the determination
that the following three projects are categorical exemptions under CEQA, and
construction of these projects is proposed to be funded by the proceeds of the bonds:
Moccasin Generator Rewind on November 4, 2014; Transmission Lines/Distribution
System Moccasin to Wamerville (Don Pedro Crossing) on November 24, 2014; and
Powerhouse SCADA Upgrade; on November 24, 2014. The Commission reserves to its
discretion the right to add, change or modify the proposed projects to be funded by bond
proceeds as it deems to be necessary and advisable, subject to the limitations and
conditions set forth in the Indenture, Bond Purchase Contract and Charter Sections
9.107(6) and 9.107(8), in compliance with CEQA, and in consultation with the City
Attorney and Bond Counsel.

Section 9. General Authority. The Geperal Manager, the Deputy General
Manager and Chief Operating Officer and the Assistant General Manager, Business
Services and Chief Financial Officer, of the Commission are hereby authorized and
directed, each acting alone, for, in the name and on behalf of this Commission, to execute
and deliver any and all documents, certificates and agreements, including but not limited
to documents or agreements for municipal bond insurance for all or a portion of the
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Bonds or for one or more debt service reserve surety bonds or insurance policies for the
Bonds if determined by the General Manager, in consultation with the City Attorney and
the Financial Advisors, to be beneficial to the Commission and to do any and all things
and take any and all actions which may be necessary or advisable, in their discretion, to
accomplish the intents and purposes of this resolution, including the issuance and sale of
the Bonds, the financing of the Capital Improvement Projects, and the other actions
which the Commission has approved in this resolution. The General Manager is hereby
authorized to delegate any of the responsibilities or duties set forth in this resolution to
the Deputy General Manager and Chief Operating Officer or to the Assistant General
Manager, Business Services and Chief Financial Officer, of the Commission. The other
. officers of the Commission are hereby authorized to delegate any of the actions on their
behalf set forth herein to another officer or employee of the Commission.

Section 10. Ratification. All actions heretofore taken by the officers, employees
and agents of the Commission with respect to the authorization, sale and issuance of the
Bonds, prior to the date hereof and in accordance with the provisions hereof, are hereby
ratified, approved and confirmed. ‘ ‘

Sectién 11. Effective Date. This resolution shall take effect from and after its
adoption.
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PASSED AND ADOPTED on December 9, 2014, by the following vote:
AYES: 4 (Four)

NOES: 0 (Zero)

ABSENT: 0 (Zero)

President of the Public Utilities Commission
of the City and County of San Francisco

[Seal]

Attest:

Secretary of the Public Utilities Commission
of the City and County of San Francisco

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:

Mark D. Blake
Deputy City Attorney
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CERTIFICATE OF SECRETARY

I, Donna Hood, Secretary of the Public Utilities Commission of the City and County of
San Francisco, hereby certify that the foregoing is a full, true and correct copy of
Resolution No.: 14-0197 duly adopted at the regular meeting of the Public Utilities
Commission, duly and regularly held on December 9, 2014, of which meeting all of the
members of said Commission had due notice. :

I further certify that at least 72 hours prior to such meeting I caused to be delivered to the
Documents Department of the San Francisco Public Library two copies of the agenda for
such meeting to be posted immediately upon receipt by such Department at the place
designated by the City Librarian for the posting of agenda in the central public library,
which place is accessible to the public in accordance with Section 8.16 of the
Administrative Code of the City and County of San Francisco, and that a brief descnpuon
-of such resolution appeared as an item on such agenda.

I further certify that. I have carefully compared the foregoing copy with the original
minutes of said meeting on file and of record in my office; that said copy is a full, true
and correct copy of the original resolution adopted at said meeting and entered in said
minutes; and that said resolution has not been amended, modified or rescinded in any
manner since the date of its adoption, and the same is now in full force and effect.

IN WITNESS WHEREOF, I have executed this certificate and affixed the seal of the
Public Utilities Commission of the City and County of San Francisco thereto this 9th day
of December, 2014.

Donna Hood

Secretary of the Public Utilities Commission

of the City and County of San Francisco
[SEAL]
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Services of the San Francisco Public Utilities Commission

e Need to clearly define revenue pledge to repay bonds

+ Hetchy Water & Power Financial statements separated
+ Rate setting process clarified

+ Capital/financial plans, rates and projected debt all
separate

e Rating Agency presentations over summer indicated
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Services of the San Francisco Public Utilities Commission

e Two-Year Budget, 10-Year FlnanC|aI/Cap|tal Plans
Balanced

. S748M Capital Plan assumed SSSSM in power
bonds

* $193I\/I Revenue-funded and other sources

. Prdvides funding for upcountry and in-City projects
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of the San Francisco Public Utilities Commission

Est. S45M sale earIy 2015 to fund crltlcal upcountry
hydropower facility projects

+ $29.2M — powerhouse/ generator projects
+ $5.8M — transmission line/distribution systems
+ S3.1M - switchyard/substation/transformer projects

Also funds financing costs- Capltallzed Interest, Reserve
Fund, Costs of Issuance

Future commercial pape~r program being developed for

interim financing of FY16 projects, including streetlights
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Services of the San Francisco Public Utilities Commission
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Seyvices of the San Francisco Public Utilities Comimission

All existing power programs and services included as a
part of Power Revenue Pledge

Standard “Separate System” Indenture defihition included
to describe any possible future expansion outside of
current service/ scope

+ Credit markets require this for revenue pledge

+ Separate System would need to have dedicated
revenues to cover costs
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Services of the San Francisco Public Utilities Commission

1.

SFPUC Resolution — Bond Authorization

2. Board of Supervisor Ordinance Establishing new Power

N o v

Bond Program; links rate setting to debt service needs

Board of 'Supervisor Ordinance Approving Master Trust
Indenture, Bond Documents & Authorizing Bond Sale

. Master Trust Indenture & First Supplemental

Preliminary Official Statement
Continuing Disclosure Certificate
Bond Purchase Contract with Wells Fargo
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. Services of the San Francisco Public Utilities Commission

e December 2014, Commission Action and BOS
Ordinances introduced :

e Jan/Feb 2015, Board ofASuper'visors considers
Ordinances |

. La‘te March 2015, Inaugural Power Bond sale
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solicitation of an offer to buy, nor shall there be any sale ol these securilics, in any jurisdiction in which such offer, solicitation or salc would be unlawful prior to the registration or qualilicalion under the securities laws of

This Preliminary Official Stalement and the information contained herein are subject to completion and amenament. Under no circumstances shall this Preliminary Official Statement conslitule an offer to sen ur the
such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED 2015 OHS DRAFT

1124114

NEW ISSUE—Book-Entry Only . : Ratings:

S &P: 3 2

Fitch: ”

(see “RATINGS”)
In the opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, and Curls Bartlzng P.C., Oakland, California, Co-Bond Counsel to the
SFPUC, based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, the accuracy of certain
represeniations and compliance with certain covenants, interest on the 2015 Series A Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986 and is exempt from the State of California personal income taxes. In the further opinion of Co-Bond
Counsel, interest on the 2015 Series A Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes,
although Co-Bond Counsel observe that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable
income. Co-Bond Counsel express no opinion regarding any other tax consequences related to the ownership or disposition of, or the amount, accrual or

receipt of interest on, the 2015 Series A Bonds. See TAX MATTERS.

con Feancisco $45,000,000"
Water Public Utilities Commission
Bonsray of the City and County of San Francisco
Sawar Power Revenue Bonds,
) e 2015 Series A (Green Bonds)
Dated: Date of Delivery ’ Due: As shown on inside front cover

The Public Utilities Commission of the City and County of San Francisco (the “SFPUC”) is issuing its Public Utilities Commission of the City and County of
San Francisco Power Revenue Bonds, 2015 Series A (Green Bonds) (the “2015 Series A Bonds”), pursuant to authority granted by Sections 9.107(6) and
9.107(8) of the Charter of the City and County of San Francisco (the “City”) and a First Supplemental Trust Indenture, dated as of March 1, 2015, by and
between the SFPUC and , as trustee (the “Trustee”), which supplements a Trust Indenture, dated as of March 1, 2015
(collectively, the “Indenture”), by and between the SFPUC and the Trustee. '

The 2015 Series A Bonds are being issued to finance reconstruction or replacement of existing facilities of the SFPUC’s Hetch Hetchy Project and energy
conservation projects, to fund capitalized interest on the 2015 Series A Bonds, to fund a debt service reserve account for the 2015 Series A Bonds and to pay
costs of issnance of the 2015 Series A Bonds.

The 2015 Series A Bonds will be available in denominations of $5,000 or any integral multiple thereof and will mature in the years and amounts and accrue
interest from their date of delivery at the rates set forth on the inside cover page of this Official Statement. Interest on the 2015 Series A Bonds is payable
semiannually on 1and 1 of each year, commencing . 1,2015.

The 2015 Series A Bonds will be issued as fully registered bonds, registered in the name of Cede & Co., as nominee of The Depository Trust Company, New
York, New York (“DTC”), and will be available to nltimate purchasers (the “Beneficial Owners”) under the book-entry system maintained by DTC. Beneficial
Owners will not receive physical certificates representing their interests in the 2015 Series A Bonds. The principal of, premium, if any, and interest on the
2015 Series A Bonds are payable to DTC by the Trustee, and, so long as DTC is acting as securities depository for the 2015 Series A Bonds, disbursements of
such payments to DTC Participants is the respons1b1hty of DTC and disbursements of such payments to the Beneficial Owners is the responsibility of DTC
Participants.

The 2015 Series A Bonds are subject to optional and mandatory redemption prior to maturity as described in this Official Statement.

Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Power Enterprise, after payment of Operation and Maintenance Expenses and any
Prority R&R Fund Deposits, to the punctual payment of principal of, premium, if any, and interest on the Bonds, which cobsist of all outstanding parity
revenue bonds issued under the Indenture, including the 2015 Series A Bonds, and outstanding parity obligations permitted by the Indenture.

The 2015 Series A Bonds are special limited obligations of the SFPUC. The SFPUC is not obligated to pay the principal of, premium, if any, or
interest on the 2015 Series A Bonds from any source of funds other than Revenues, after payment of Operation and Maintenance Expenses and any
Priority R&R Fund Deposits. Neither the general funds of the SFPUC nor the funds of any SFPUC enterprise (other than the Revenues and the funds
pledged therefor under the Indenture) shall be liable for the payment on the 2015 Series A Bonds, The SFPUC has no taxing power. The General
¥und of the City is not liable for the payment of the principal of, premium, if any, or interest on the 2015 Series A Bonds, and neither the credit nor
the taxing power of the City is pledged to the payment of the principal of, premium, if any, or interest on the 2015 Series A Bonds. The 2015 Series A
Bonds are not secured by a legal or equitable pledge of, or charge, lien, or encumbrance upon, any of the property of the City or of the SFPUC or any
of its income or receipts, except Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits.

MATURITY SCHEDULE
(See inside cover)

This cover page contains information for general reference only. It is not intended to be a summary of this issue. Potenﬂal purchasers are advised to
read the entire Official Statement to obtain information essential to making an informed investment decision.

The 2015 Series A Bonds are offered when, as aod if issued by the SFPUC and received by the Underwriter, subject to the approval of validity by Orrick,
Hemington & Sutcliffe LLP, San Francisco, California, and Curls Bartling P.C., Ozkland, California, Co-Bond Counsel, and to certain other conditions.
Certain matters will be passed upon for the SFPUC and the City by the City Attorney of the City and County of San Francisco and for the Underwriter by
Nossaman LLP. Orxick, Herrington & Sutcliffe LLP, San Francisco, California, is also acting as Disclosure Counsel. Public Financial Management, Inc., San
Francisco, California, and Kitahata & Company, San Francisco, California, Co-Financial Advisors to the SFPUC, assisted in the structuring of this financing.
It is expected that the 2015 Series A Bonds in fully registered form will be available for delivery in book-entry form in New York, New York, on or about
2015.

Wells Fargo Securities
March __, 2015

* Preliminary, subject to change.
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MATURITY SCHEDULE

2015 §eries A Bonds
(Base CUSIP Number: _ )
$  Serial Bonds
Maturity Principal Amount Interest Rate - Yield cusrp*
$ % TermBondsDue_ 1, Price— % CUSIP*
$ % TermBondsDue_____ 1, Price—___ % CUSIP" __

* Copyright 2015, American Bankers Association. CUSIP data provided herein by Standard and Poor’s, CUSIP Global Services,
managed for the American Bankers Association by Standard & Poor’s Financial Services LL.C. This data is not intended to
create or maintain a database of CUSIP descriptions or numbers and is not intended to create and does not serve in any way as a

substitute for the CUSIP Service. CUSIP numbers are provided only for the convenience of the reader. Nclthcr the SFPUC nor
the Underwriter take any responsibility for the accuracy of such CU SIP numbers.
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Figure 1

The 2015 Series A Bonds are not secured by a legal or equitable pledge of, or charge, lien or encumbrance upon,

any of the property of the SFPUC or of its

except Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits. See SECURITY FOR THE
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GENERAL STATEMENT

No dealer, broker, salesperson or other person has been authorized by the SFPUC to give any information
or to make any representation other than those contained herein and, if given or made, such other information or
representation must not be relied upon as having been authorized by the SFPUC.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall
there be any sale of the 2015 Series A Bonds, by any person in any jurisdiction in which it is unlawfol for such
person to make such an offer, solicitation or sale. This Official Statement is not to be construed as a contract with
the initial purchasers of the 2015 Series A Bonds. Any statement made in this Official Statement involving any
forecast or matter of estimates or opinion, whether or not expressly so stated, is intended solely as such and not as a
representation of fact. The information set forth herein other than that provided by the SFPUC, although obtained
from sources which are believed to be reliable, is not guaranteed as to accuracy or completeness. The information
and expressions of opinion herein are subject to change without notice and neither delivery of this Official Statement
nor-any sale made hereunder shall, under any circumstances, create any implication that there has been no change in
the affairs of the SFPUC or the City since the date hereof.

The City maintains a website at 'http://www.sfgov.org and the SFPUC maintaing a website at
http://www.sfwater.org. The information contained in such websites is not incorporated by reference and should not
be relied upon in making an investment in the 2015 Series A Bonds. ‘

The issuance and sale of the 2015 Series A Bonds have not been registered under the Securities Act of 1933
in reliance upon the exemption provided thereunder by Section 3(a)(2).for the potential issnance and sale of
municipal securities.

IN CONNECTION WITH THE OFFERING OF THE 2015 SERIES A BONDS, THE UNDERWRITER
MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF THE 2015 SERIES A BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE
PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

This Official Statement is delivered for use in connection with the issuance, sale and delivery of the 2015
Series A Bonds and may not be reproduced or used, in whole or in part, for any other purpose.

The Underwriter has provided the following for inclusion in the Official Statement in connection with the
offering of the 2015 Series A Bonds: The Underwriter has reviewed the information in this Official Statement in
accordance with, and as part of, their respective responsibilities to investors under the federal securities laws, as
applied to the facts and circumstances of this transaction, but the Underwriter does not-guarantee the accuracy or
completeness of such information.

FORWARD LOOKING STATEMENTS

CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT HISTORICAL
FACTS BUT FORECASTS AND “FORWARD-LOOKING STATEMENTS.” ALL FORWARD-LOOKING
STATEMENTS ARE PREDICTIONS AND ARE SUBJECT TO KNOWN AND UNKNOWN RISKS AND
UNCERTAINTIES. NO ASSURANCE CAN BE GIVEN THAT THE FUTURE RESULTS DISCUSSED
HEREIN WILL BE ACHIEVED, AND ACTUAL RESULTS MAY DIFFER MATERIALLY FROM THE
FORECASTS DESCRIBED HEREIN. IN THIS RESPECT, THE WORDS “ESTIMATE”, “PROJECT”,
“ANTICIPATE”, “EXPECT”, “INTEND”, “BELIEVE” AND SIMILAR EXPRESSIONS ARE INTENDED TO
IDENTIFY FORWARD-LOOKING STATEMENTS. ALL PROJECTIONS, FORECASTS, ASSUMPTIONS,
EXPRESSIONS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING STATEMENTS ARE
EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THE CAUTIONARY STATEMENTS SET FORTH IN
THIS OFFICIAL STATEMENT. GIVEN THEIR UNCERTAINTY, INVESTORS ARE CAUTIONED NOT TO
PLACE UNDUE RELIANCE ON SUCH STATEMENTS.
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OFFICIAL STATEMENT

$45,000,000"

PUBLIC UTILITIES COMMISSION OF
THE CITY AND COUNTY OF SAN FRANCISCO
POWER REVENUE BONDS,

2015 SERIES A (GREEN BONDS)

INTRODUCTION

This Introduction is qualified in its entirety by reference to the more detailed information included and
referred to elsewhere in this Official Statement. The offering of the 2015 Series A Bonds to potential investors is
made only by means of the entire Official Statement. Terms used in this Introduction and not otherwise defined have
the respective meanings assigned to them elsewhere in this Official Statement, including APPENDIX A -
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.

General

This Official Statement, including the cover page and Appendices hereto, is provided to furnish certain
information in connection with the offering by the Public Utilities Commission of the City and County of
San Francisco (the “SFPUC”) of the power revenue bonds captioned above (the “2015 Series A Bonds”™).

Authority for Issuance

The SFPUC is issuing the 2015 Series A Bonds pursuant to authority granted by Sections 9.107(6) and
9.107(8) of the Charter (the “Charter”) of the City and County of San Francisco (the “City”), Ordinance No. ____
passed by the Board of Supervisors of the City (the “Board of Supervisors”) on , 2015 (“Ordinance
No. ™), and a First Supplemental Trust Indenture, dated as of March 1, 2015 (the “First Supplemental
Indenture™), by and between the SFPUC and U.S. Bank National Association as trustee (the “Trustee”), which
supplements a Trust Indenture, dated as of March 1, 2015 (the “Master Indenture™), by and between the SFPUC and
the Trustee. The Master Indenture and the Fixst Supplemental Indenture are referred to herein collectively as the
“Indenture.”

The 2015 Series A Bonds are being issued under a resolution adopted by the SFPUC governing body (the
“Comumission”) on December __, 2014, and Ordinance No. .

The San Francisco Public Utilities Commission and the Power Enterprise

The SFPUC is a department of the City responsible for the maintenance, operation and development of
three utility enterprises: the Water Enterprise, the Wastewater Enterprise and the Hetch Hetchy Water and Power
Enterprise (“Hetch Hetchy Water and Power”). The Water Enterprise provides drinking water to retail customers in
the City, to certain retail customers outside of the City and to wholesale customers in three other Bay Area (defined
below) counties. The Wastewater Enterprise provides sanitary waste and stormwater collection, treatment and
disposal services to residential, commercial and industrial customers in the City and three municipal sewer service
providers serving residents and businesses in northern San Mateo County. Hetch Hetchy Water and Power operates
and maintains the Hetch Hetchy Water and Power Project, including the O’Shaughnessy Dam, the Hetch Hetchy
Reservoir, the Canyon and Mountain Tunnels, the Kirkwood, Moccasin and Holms Powerhouses, Cherry Lake and
its dam, Lake Eleanor and its dam, the related water storage and transportation and hydroelectric generating
facilities down to and including the Moccasin Powerhouse, all located in Yosemite -National Park, Stanislaus
National Forest and Tuolumne County, the rights to which were granted to the City by the Raker Act of 1913 (the
“Raker Act”), related transmission facilities down to the City of Newark, California (“Newark™), and the related
water storage and transportation facilities from Hetch Hetchy Valley to a connection with the facilities of the Water
Enterprise (collectively, the “Hetch Hetchy Project™). The Power Enterprise (defined below) provides hydroelectric,
solar and other power, serving City municipal custoroers, the Modesto Irrigation District (“MID™) and the Turlock

*Preliminary, subject to change
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Irrigation District (“TID” and, collectively, the “Districts™), and other public agencies and retail customers, and
provides pedestrian and streetlight services. The Power Enterprise also operates and maintains the natural gas and
electric utilities systems on Treasure Island/Yerba Buena Island pursnant to an agreement with Treasure Island
Development Authority (“TIDA”). See THE PUBLIC UTILITIES COMMISSION, THE HETCHY HETCHY
PROJECT and THE POWER ENTERPRISE.

For {inancial purposes, Hetch Hetchy. Water and Power is comprised of two component funds: Hetchy
Hetchy Water and Hetchy Hetchy Power (known as and referred to in this Official Statement as the “Power
Enterprise”). All power sales revenues are allocated to the Power Enterprise. Operating and capital costs of Hetch
Hetch Water and Power benefitting solely the Power Enterprise, and 55% of combined operating and capital costs
that benefit both Hetch Hetchy Water and the Power Enterprise, are allocated to the Power Enterprise. See THE
POWER ENTERPRISE. Operating and capital costs benefitting solely Hetch Hetchy Water, and 45% of combined
operating capital costs benefitting both Hetch Hetchy Water and the Power Enterpnsc are allocated to the SFPUC’s
‘Water Enterprise. -

The 2015 Series A Bonds are secured by a pledge of Revenues, after payment of Operation and
Maintenance Expenses and any Priority R&R Fund Deposits (each defined below). The 2015 Series A Bonds
are not secured by or payable from the revenues of the Water Enterprise, the revenues of the Wastewater
Enterprise, the revenues allocated to Hetch Hetchy Water or the revenues of the Power Enterprise that do
not constitute “Revenues” (as defined in the Indenture).

Purposes

. The 2015 Series A Bonds érc being issued to finance the reconstruction or replacement of existing facilities
of the Hetch Hetchy Project and to finance energy conservation projects. See POWER ENTERPRISE CAPITAL
PROGRAM.

Proceeds of the 2015 Series A Bonds will also be applied to (a) fund capitalized interest with respect to the
2015 Series A Bonds, (b) to fund a debt service reserve account for the 2015 Series A Bonds and (c) pay the costs of
issuance of the 2015 Series A Bonds. ‘

' See PLAN OF FINANCE.

Security for the Bonds

Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Power Enterprise, after
payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits, to the payment of principal
of, premium, if any, and interest on the 2015 Series A Bonds, any parity revenue bonds issued under the Indenture

‘(collectively, “Bonds™) and any other parity obligations permitted by the Indenture. The 2015 Series A Bonds and
all other Bonds are secured by a parity lien on Revenues after payment of Operation and Maintenance Expenses and
any Priority R&R Fund Deposits. See SECURITY FOR THE BONDS.

The 2015 Series A Bonds are special limited obligations of the SFPUC. The SFPUC is not obligated
to pay the principal of, premium, if any, or interest on the 2015 Series A Bonds from any source of funds
other than Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund
‘Deposits. The SFPUC has no taxing power. Neither the general funds of the SFPUC nor the funds of any
SFPUC enterprise (other than the Revenues and the funds pledged therefor under the Indenture) shall be
liable for payment of the 2015 Series A Bonds. The General Fund of the City is not liable for the payment of
the principal of, premium, if any, or interest on the 2015 Series A Bonds, and neither the credit nor the taxing
power of the City is pledged to the payment of the principal of, premium, if any, or interest on the
2015 Series A Bonds. The 2015 Series A Bonds are not secured by a legal or equitable pledge of, or charge,
lien or encumbrance upon, any of the property of the City or of the SFPUC or any of its income or receipts,
except Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund
Deposits.
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Outstanding and Future Parity Obligations

The 2015 Series A Bonds are the first Series of Bonds to be issued under the Master Indenture and there are
currently no other obligations of the SFPUC payable from Revenues on a parity with the 2015 Series A Bonds. The
SFPUC may issue additional Series of Bonds under the Indenture and may incur addjtional obligations payable from
Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits, on a parity
with the payment of the 2015 Series A Bonds. See SECURITY FOR THE BONDS ~ Addltlonal Series of Bonds
and — Other Parity Obligations.

Certain Risk Factors

Investment in the 2015 Series A Bonds is subject to material risks. For a general overview of certain risk
factors which should be considered, in addition to other matters set forth in this Official Statement, in evaluating an
investment in the 2015 Series A Bonds, see CERTAIN RISK FACTORS.

Continuing Disclosure

The SFPUC will covenant in a Continuing Disclosure Certificate, to be executed and: delivered by the
SFPUC concurrently with the issuance of the 2015 Series A Bonds, to provide certain financial information and
operating data relating to the Power Enterprise and notices of certain enumerated events, and in certain cases only if
material. Such information and notices will be filed by the SFPUC with the Municipal Securities Rulemaking Board
(“MSRB”) through its Electronic Municipal Market Access system (“EMMA”). For more information concerning
the SFPUC’s continuing disclosure commitment and the form of the Continuing Disclosure Certificate, see
CONTINUING DISCLOSURE and APPENDIXD - FORM OF CONTINUING DISCLOSURE
CERTIFICATE. ’

This' Official Statement speaks only as of its date, and the information contained herein is subject to
change. Except as required by the Continuing Disclosure Certificate, the SFPUC has no obligation to update the
information in this Official Statement. See CONTINUING DISCLOSURE.

Other Matters

Brief descriptions of the 2015 Series A Bonds, the security and sources of payment for the 2015 Series A
Bonds, the SFPUC, and the Power Enterprise are provided herein. Such descriptions do not purport to be
comprehensive or definitive. Definitions of certain capitalized terms used herein may be found in APPENDIX A -
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE. All references made to various documents
herein are qualified in their entirety by reference to the forms thereof, all of which are available for inspection at the
office of the SFPUC at:

San Francisco Public Utilities Commission

525 Golden Gate Avenue, 13th Floor

San Francisco, CA 94102

Attention: Assistant General Manager, Business Services and Chief Financial Officer
(415) 554-3155
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PLAN OF FINANCE

The 2015 Series A Bonds are being issued to finance reconstruction or replacement of existing facilities of
the Hetch Hetchy Project. The SFPUC expects to spend the proceeds of the 2015 Series A Bonds to finance a rewind
of hydro-generating units at Moccasin Powerhouse, reconstruction and replacement of other Hetch Hetchy Project
generation facilities and rehabilitation of Hetch Hetchy Project transmission and distribution lines. See
ESTIMATED SOURCES AND USES OF FUNDS and POWER ENTERPRISE CAPITAL PROGRAM.

ESTIMATED SOURCES AND USES OF FUNDS

Proceeds of the 2015 Series A Bonds are expected to be apblied approximately as set forth below:

Sources
Bond Principal $
Original Issue [Premium] [Discount]
Total Sources of Funds $
Uses
Deposit to 2015 Series A Project Fund $

Deposit to 2015 Series A Capitalized Interest Account®
Deposit to Common Reserve Account

Costs of Issuance™

Underwriter’s Discount

Total Uses of Funds $

) To pay interest of the 2015 Series ABonds throngh 1,
@ Including amounts for rating agency fees, fees for legal services, fees fo for financial advisors, Trustee’s fees and expenses,
printing costs, and other costs relating to the issuance of the 2015 Series A Bonds.

GREEN BONDS DESIGNATION

The 2015 Series A Bonds are being designated by the SFPUC as “Green Bonds.” The purpose of labeling
the offered bonds as “Green Bonds” is to allow investors to invest directly in bonds which finance environmentally
beneficial projects. The projects to be funded by the 2015 Series A Bonds are all for the hydroelectric facilities
(including transmission facilities) of the Hetch Hetchy Project, which produces greenhouse gas (“GHG”) free
electricity. See PLAN OF FINANCE and POWER ENTERPRISE CAPITAL PROGRAM. Future issuances of
Green Bonds could finance more hydroelectric improvements and other renewable energy projects such as biomass
and biowaste, solar and wind, and energy conservation projects such as energy-efficient streetlights. The Indenture
does not, however, so restrict the use of proceeds of future issuances of Bonds and in the future the SFPUC may
issue Bonds and other parity obligations permitted by the Indentare which are not classified as Green Bonds. See
PLAN OF FINANCE, SECURITY FOR THE BONDS, and POWER ENTERPRISE CAPITAL PROGRAM.
The 2015 Series A Bonds will not constitute “exempt facility bonds” issued to finance “qualified green building and
sustainable design projects” within the meaning of Section 142(1) of the Code.

The repayment obligations of the Power Enterprise with respect to the 2015 Series A Bonds are not
conditioned on the completion of any particular project or the satisfaction of any certification relating to the status of
the 2015 Series A Bonds as Green Bonds. See SECURITY FOR THE BONDS.

THE 2015 SERIES A BONDS
General
The 2015 Series A Bonds will be dated as of their date of delivery and will accrue interest from the datevof

delivery at the rates per annum set forth on the inside cover page of this Official Statement. Interest on the 2015
Series A Bonds is payable on 1 and 1 of each year, beginning : 1, 2015.
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Interest on the 2015 Series A Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day
months. ) ,

The 2015 Series A Bonds will mature on the dates and in the principal amounts set forth on the inside cover
page of this Official Statement. The 2015 Series A Bonds will be issued in fully registered form in denominations
of $5,000 or any integral multiple of $5,000.

Securities Depository and Book-Entry System

The 2015 Series A Bonds will be issued in fully registered form, registered in the name of Cede & Co., as -
nominee for The Deposﬁory Trust Company (“DTC”), New York, New York, as the Owner of the 2015 Series A
Bonds.

So long as DTC, or its nominee, Cede & Co., is the Owner of the 2015 Series A Bonds, all payments on the
2015 Series A Bonds will be made directly to DTC. Disbursement of such payments to the DTC Participants will be
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners of the 2015 Series A Bonds
will be the responsibility of the DTC Participants. See APPENDIX E-SECURITIES DEPOSITORY AND THE
BOOK-ENTRY SYSTEM.

Redempftion

Optional Redemption. The 2015 Series A Bonds are subject to redemption prior to their stated maturity, at

the option of the SFPUC, from any source of available funds, as a whole or in part, on any date on or after

1, , and if in part by lot within such maturity, at a redemption price equal to 100% of the

pnncxpal amount of the 2015 Series A Bonds to be redeemed, plus accrued interest thereon to the date fixed for
redemption, without premium.

Mandatory Sinking Fund Redemption. The 2015 Series A Bonds maturing on 1, , and
1, , are further subject to redemption prior to their stated maturity, from the 2015 Senes A Bond
Retirement Account, on any 1, on or after 1, , and 1,

respectively, by lot within any such maturity if less than all of the 2015 Series A Bonds of such maturity and tenor
be redeemed, upon payment of the principal amount thereof and accrued interest thereon to the date fixed for
redemptlon without premium.

The 2015 Series A Term Bonds maturing on ' 1, , shall be redeemed from Mandatory
Sinking Fund Payments in the following principal amounts on the dates indicated below.
Redemption Date Principal
(.1 : Amount
T
T Maturity
The 2015 Series A Term Bonds maturing on 1, , shall be redeemed from

Mandatory Sinking Fund Payment in the following respective principal amounts on the dates indicated below.
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Redemption Date Principal
D Amount

+ Maturity
Defeasance

The obligations of the SFPUC and the pledge, lien, covenants and agreements of the SFPUC made or
provided for in the Indenture will be fully discharged and satisfied as to any 2015 Series A Bond and such Bond will
no longer be deemed outstanding thereunder if certain conditions set forth in the Indenture are satisfied. See
APPENDIX A - SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Defeasance.

SECURITY FOR THE BONDS
Pledge of Revenues

General. Under the Indenture, the SFPUC has pledged and placed a lien and charge upon the Revenues of
the Power Enterprise, after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits,
to the payment of the Bonds, which consist of any parity revenue bonds issued under the Indenture, including the
2015 Series A Bonds, and any additional Series of Bonds. This pledge is subject to the flow of funds contained in
the Indenture, as described below. See Flow of Funds.

The facilities of the Power Enterprise have not been pledged or mortgaged and do not otherwise secure
payment of the Bonds. '

Pursuant to Section 5451 of the California Government Code, the pledge of, lien on and security interest in
Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits, granted by
the Indenture is valid and binding in accordance with the terms thereof from the time of issuance of the 2015
Series A Bonds; such Revenues will be immediately subject to such pledge; and such pledge will constitute a lien
and security interest which will immediately attach to such Revenues and will be ‘effective, binding and enforceable
against the SFPUC, its successors, creditors, and all others asserting rights therein to the extent set forth and in
accordance with the terms of the Indenture irrespective of whether those parties have notice of such pledge and
without the need for any physical delivery, recordation, filing or other further act. Such pledge, lien and security
interest are not subject to the provisions of Article 9 of the California Uniform Commercial Code.

For definitions of capitalized terms used herein and not otherwise defined, see APPENDIX A -
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Definitions.

Power Enterprise. The Indenture defines “Power Enterprise” as the SFPUC’s Power Enterprise, existing
as of the date of the Master Indenture to provide electric power and related services to the City and its departments,
agencies and commissions as well as other customers both in and outside of the City, including that portion of the
Hetch Hetchy Project allocable to power generation, all other power generation, transmission and distribution
facilities and related facilities, streetlights, property and rights constituting a part of the Power Enterprise, and any
and all additions, improvements, betterments, renewals, replacements and repairs thereto and extensions thereof, but
shall not include: (a) the Water Enterprise, (b) the Wastewater Enterprise, or (c) any Separate System.

The Indenture defines the “Hetch Hetchy Project” as the Hetch Hetchy Water and Power Project , including
the O’Shaughnessy Dam, the Hetch Hetchy Reservoir, the Canyon and Mountain Tunnels, the Kirkwood, Moccasin
and Holms Powerhouses, Cherry Lake and its dam, Lake Eleanor and its dam, the related water storage and
transportation and hydroelectric generating facilities down to and including the Moccasin Powerhouse, all located in
Yosemite National Park, Stanislaus National Forest and Tuolumne County, the rights to which were granted to the
City by the Raker Act, and the related transmission facilities down to Newark.
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The Indenture- defines a “Separate System” as any electric power or energy generation, transmission,
distribution or other facilities, property and rights that may be, after the date of the Master Indenture, purchased,
constructed or otherwise acquired by the SFPUC where the revenues derived from the ownership and operation of
which shall be pledged to the payment of bonds or other obligations for borrowed money issued or incurred to
purchase, construct or otherwise acquire such facilities, property and rights and shall not be included in Revenues
and the operation and maintenance expenses with respect to which shall not be included in Operation and
Maintenance Expenses. :

Net Revenues. The Indenture defines “Net Revenues” as all of the Revenues, less all Operation and
Maintenance Expense and Priority R&R Fund Deposits, if any.

For purposes of the Indenture, “Revenues” means all revenues, rates and charges received and accrued by
the SFPUC for electric power and energy and other services, facilities and commodities sold, furnished or supplied
by the Power Enterprise, together with income, earnings and profits therefrom (including interest earnings on the
- proceeds of any Bonds pending application thereof), as determined in accordance with GAAP. Revenues shall
include payments to the Power Enterprise on or with respect to loans from any Separate System maintained by the
SFPUC. Revenues shall not include (a) proceeds from the issuance of any obligations for borrowed money,
(b) amounts loaned to the Power Enterprise, (c) Swap Agreement Receipts, (d) proceeds from taxes, (¢) customer
deposits while retained as such, (f) contributions in aid of comstruction, (g) gifts, (b) grants, (i) insurance or
condemnation proceeds that are properly allocable to a capital account, (j) non-cash revenues or gains that may be
required or permitted under GAAP, including mark-to-market gains and deferred revenues, (k) money received by
the SFPUC as the proceeds of the sale of any portion of the properties of the Power Enterprise, (1) amounts by their
terms not available for the payment of Operation and Maintenance Expenses or principal and interest on the Bonds,
(m) revenues of any Separate System, (n) Water Enterprise revenues and (o) Wastewater Enterprise revenues.

For purposes of the Indenture, “Operation and Maintenance Expenses” means the costs of the proper
operation, maintenance and repair of the Power Enterprise and taxes, assessments or other governmental charges
lawfully imposed on the Power Enterprise or the Revenues, or payments in lieu thereof, as determined in accordance
with GAAP. Operation and Maintenance Expenses shall include the payment of pension charges and proportionate
payments to such compensation and other insurance or outside reserve funds as the SFPUC may establish or the

-Board of Supervisors may' require with respect to employees of the Power Enterprise, as provided in .
Section 16.103(a) of the Charter. Operation and Maintenance Expenses shall also include repairs and maintenance
costs that constitute operating expenses in accordance with GAAP. Operation and Maintenance Expenses shall not
include (a) any allowance for amortization, depreciation or obsolescence, (b) operation and maintenance expenses of
the Water Enterprise, (c) operation and maintenance expenses of the Wastewater. Enterprise, (d) operation and
maintenance expenses of any Separate System, (e) losses from any sale or other disposition of Power Enterprise
assets, and (f) non-cash losses and costs that may be required or permitted under GAAP, including deferred
expenses and unrealized mark-to-market losses.

For purposes of the Indenture, “Priority R&R Fund Deposits” means the amount, if any, required by the
Charter to be deposited into the Reconstruction and Replacement Fund from Revenues prior to deposits into the
Bond Fund. Because proceeds of. the 2015 Series A Bonds will be used to finance the reconstruction and
replacement of existing facilities, the SFPUC has determined that no Priority R&R Fund Deposits are presently
required.

The Indenture defines “Swap Agreement Payments” as the regularly scheduled net amounts required to be
paid by the SFPUC to the Qualified Counterparty pursuant to a Swap Agreement and “Swap Agreement Receipts”
as the regularly scheduled net amounts required to be paid by a Qualified Counterparty to the SFPUC pursuant to a
Swap Agreement, As of November 1, 2014, the SFPUC has not entered into any Swap Agreements payable from
Revenues. See Other Parity Obligations.

Limited Obligations
The SFPUC is not obligated to pay the principal of, premium, if any, or interest on the 2015 Series A
Bonds from any source of funds other than Revenues, after payment of Operation and Maintenance Expenses

and any Priority R&R Fund Deposits. The SFPUC has no taxing power. Neither the general funds of the
SFPUC nor the funds of any SFPUC enterprise (other than the Revenues and the funds pledged therefor
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under the Indenture) shall be liable for the payment on the 2015 Series A Bonds. The General Fund of the
City is not liable for the payment of the principal of, premium, if any, or interest on the 2015 Series A Bonds,
and neither the credit nor the taxing power of the City is pledged to the payment of the principal of,
premium, if any, or interest on the 2015 Series A Bonds. The 2015 Series A Bonds are not secured by a legal
or equitable pledge of, or charge, lien or encumbrance upon, any of the property of the City or of the SFPUC
or any of its income or receipts, except Revenues, after payment of Operation and Maintenance Expenses and
any Priority R&R Fund Deposits.

Flow of Funds

In the Indenture, the SFPUC covenants and agrees that it will pay into the Revenue Fund as received all
"Revenues and further covenants and agrees that all Revenues shall be trust funds in the hands of the SFPUC and
shall be used and applied as provided by the Indenture, solely for the purposes of operating and maintaining the
Power Enterprise and paying all costs, charges and expenses in connection therewith and for the purpose of making
repairs, renewals and replacements to the Power Enterprise and constructing additions, betterments and extensions
thereto, and for the purpose of paying the Bonds, the Swap Agreement Payments and all other charges or obligations
against the Revenues of whatever nature now or hereafter imposed thereon by law or contract. ’

The Indenture provideé that Revenues deposited in the Revenue Fund shall be disbursed in the following
order of priority: '

First, for the payment of Operation and Maintenance Expenses;

Second, for any Priority R&R Fund Deposits;

Third, for deposit in the Interest Account of each Bond Fund;

Fourth, for deposit in the Bond Retirement Account of each Bond Fund;

Fifth, for deposit in the Reserve Fund;

Sixth, (i) for the payment of principal and premium, if any, and interest on any Subordinate Obligations;
(ii) for deposit into a reserve fund securing any Subordinate Obligations; (iii) for Swap Agreement Payments
pursuant to Swap Agreements entered into by the SFPUC with respect to any Subordinate Obligations; and (iv) for
payment to any financial institution or insurance company providing any letter of credit, line of credit, or other
credit or liquidity facility, including municipal bond insurance and guarantees, that secures the payment of principal

of or interest on any Subordinate Obligations; in each case in any order of priority within this paragraph which may
be hereafter established by the SFPUC by resolution;

Seventh, for any Additional R&R Fund Deposits into the Reconstruction and Replacement Fund;
Eighth, for any necessary or desirable capital additions or improvements to the Power Enterprise;

Ninth, for any péyment under a Take-or-Pay Power Purchase Agreement that does not comstitute an
Operation and Maintenance Expense;

Tenth, for any payment under a Swap Agreement that does pot constitute a Swap Agreement Payment; and
Eleventh, for any other lawful purpose of the SFPUC.

Rate Covenant; Rates and Charges

In the Indenture, the SFPUC has covenanted to fix, establish, maintain and collect rates and charges for
electric power and energy and other services, facilities and commodities sold, furnished or supplied through the
Power Enterprise, which shall be fair and nondiscriminatory and adequate, together with other revenues of the
Power Enterprise, to provide the SFPUC with Revenues sufficient to satisfy the covenants described in the next

- paragraph. The SFPUC will not be required to impose rates and charges in violation of (i) applicable provisions of
the Raker Act or any successor statute; (ii) any other applicable federal or state statutes or regulations; or (iii) any
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current or future contract or agreement between any City enterprise department, agency or commission, and its
customers, tepants or other parties thereto. See CERTAIN RISK FACTORS - Limitations on Rate-Setting and —
Raker Act Requirements.

In the Indenture, the SFPUC has covenanted that the Revenues in each Fiscal Year will be sufficient:

@ To pay, to the extent not paid from other available moneys, (A) the Operation and
Maintenance Expenses during such Fiscal Year, (B) Annual Debt Service on the Bonds due and payable in
such Fiscal Year, (C) the amounts, if any, required to be deposited into the Reserve Fund during such Fiscal
Year and' (D) any and all other amounts the SFPUC is obligated to pay or set aside from the Revenues by
law or contract in such Fiscal Year; ’

(ii) To maintain a Bond Coverage Ratio of at least 1.00 to 1.00; and

(iii) Together with Available Funds, to maintain a Bond Coverage Ratio of at least 1.25 to
1.00. ’

The failure of the SFPUC to maintain the Bond Coverage Ratio in any Fiscal Year will not constitute a
default in the observance of the covenants described above if, within 60 days after the SFPUC first determines that
the Bond Coverage Ratio was not met or 60 days after the SFPUC”s receipt of audited financial statements showing
that the Bond Coverage Ratio was pot met (whichever is earlier), the SFPUC engages a Consulting Engineer to
deliver a report to the SFPUC within 60 days after such engagement and if (i) within 120 days after receipt of the
Consulting Engineer’s report the SFPUC implements the recommendations set forth in such report, or (ii) the report
states that the Power Enterprise cannot generate Revenues or reduce Operation and Maintenance Expenses
sufficiently to enable the SFPUC to maintain the Bond Coverage Ratios while satisfying the other covenants set
forth in the Indenture and the SFPUC increases its Revenues or rednces its Operation and Maintenance Expenses to
the extent otherwise recommended in such report, or (iii) the SFPUC is prevented from taking any such action by
order of any court of competent jurisdiction. Notwithstanding the foregoing, failure for two consecutive Fiscal
Years to maintain the Bond Coverage Ratios shall in all events constitute an Event of Default.

For purposes of the Indenture, “Bond Coverage Ratio” for any Fiscal Year means the ratio of (a) (i) Net
Revenues in such Fiscal Year, plus (ii) Available Funds in such Fiscal Year, to (b) Annual Debt Service on the
Outstanding Bonds in such Fiscal Year; “Annual Debt Service” means, as of any date of calculation, for any Fiscal
Year (or other designated twelve-month period) the amount of Principal and interest becoming due and payable on
all Outstanding Bonds in such Fiscal Year (or other designated twelve-month period) computed as provided in the
Indenture; and “Available Funds” means any unencumbered amounts, including unappropriated fund balances and
reserves, and cash and the book value of investments held by the Treasurer for the Power Enterprise, that the SFPUC
reasonably expects would be available, as of any date of calculation, to pay Principal of and interest on Bonds when
due. See APPENDIX A - SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.

Reserve Fund

The Indenture creates a special fund of the SFPUC to be known as the “Power Revenue Bonds Reserve
Fund” (the “Reserve Fund”). The Reserve Fund and the Reserve Accounts therein shail be held and administered by
the Trustee, and shall be used solely for the purpose of paying the Bonds and the Swap Agreement Payments
secured by the Reserve Accounts in the manner provided in the Indenture. The Trustee shall establish the Common
Reserve Account and may establish one or more additional accounts in the Reserve Fund (each, a “Reserve
Account™), each of which may secure one or more Series of Bonds pursuant to the Indenture or the Supplemental
Indenture authorizing the issuance thereof. The Trustee shall deposit in each Reserve Account proceeds of sale of
each Series of Bonds or portion thereof to be secured thereby or other available money, Authorized Investments or a
Reserve Account Credit Facility or Facilities, or any combination of the foregoing, in an amount equal to the
Reserve Requirement for such Series of Bonds or portion thereof.

Each Reserve Account may be drawn upon for the sole purpose of paying the Principal, Mandatory Sinking
Fund Payments and Redemption Price of and interest on the Bonds and the Swap Agreement Payments relating to
the Bonds secured by such Reserve Account, provided, that excess amounts in any Reserve Account may be
withdrawn therefrom upon a written request to the Trustee by the SFPUC and applied to any lawful purposes of the
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Power Enterprise. Money set aside from time to time with the Trustee for the payment of such Principal, Mandatory
Sinking Fund Payments, Redemption Price, interest and Swap Agreement Payments shall be held in trust equally
and ratably for the Owners or Qualified Counterparties in respect of which the same shall have been so set aside.

Each Reserve Account is required to be maintained at all times at the aggregate Reserve Requirements of
the Bonds secured by such Reserve Account by additional deposits into such Reserve -Account from the Revenue
Fund after payment of Operation and Maintenance Expenses and required deposits into the Bond Funds, until such
time as the Principal or Redemption Price of the Bonds secured by such Reserve Account, together with interest
thereon to the date of retirement or redemption, can be paid from amounts in the Bond Fund or Funds established for
such Bonds, together with amounts in such Reserve Account. Each Reserve Account shall be replenished in the
following priority: first, to make all payments required under all reimbursement agreements with the providers of -
Reserve Account Credit Facilities credited to such Reserve Account (and if there is not sufficient money on deposit
in such Reserve Account to make all such payments, then on a pro rata basis to each provider); and second, after all
such payments are made in full, the. amount necessary to make the money, Authorizeéd Investments, and Reserve
Account Credit Facility or Facilities or any combination of the foregoing deposited in or credited to such Reserve
Account equal to the aggregate Reserve Requirements of the Bonds secured by such Reserve Account. If at any
time there is not sufficient money to make all of the foregoing payments, such payments shall be made to the extent
of available money into each Reserve Account in the same ratio as the Principal amount of the Outstanding Bonds
secured thereby bears to the aggregate Principal amount of all Outstanding Bonds secured by the Reserve Fund. In
the event of a deficiency in the Bond Fund for Bonds secured by a Reserve Account, the Trustee shall make up such
deficiency from such Reserve Account in the following priority: first, by the withdrawal of cash held therein;
second, by the sale or redemption of Authorized Investments held therein; and third, from draws upon the Reserve
Account Credit Facility or Facilities credited thereto, if any, on a pro rata basis, in sufficient amounts to make up
such deficiency. Such draws shall be made at such times and under such conditions as provided in such Reserve
Account Credit Facility or Facilities.

Upon the issuance of each Series of Bonds the SFPUC must either designate such Series as a Common
Reserve Series to be secured by the Common Reserve Account or establish the Reserve Requirement for such
Series. The Reserve Requirement means, with respect to the Common Reserve Series, the least of (a) 10% of the
stated Principal amount of the Common Reserve Series, (b) the maximum Annual Debt Service on the Common
Reserve Series, and (c) 125% of the average Annual Debt Service on the Common Reserve Series and, with respect
to any other Series of Bonds, the amount, if any, as shall be specified in the Supplemental Trust Indcnture
authorizing the issuance of such Series of Bonds.

The 2015 Series A Bonds will be a Common Reserve Series.

Reserve Account Credit Facility. At the option of the SFPUC, amounts on deposit in a Reserve Account
may be substituted at any time, in whole or in part, by the deposit with the Trustee of a Reserve Account Credit
Facility or Facilities in a stated amount equal to the amounts so substituted. Any amounts released from a Reserve
.Account as a result of such substitution shall be applied for any lawful purpose of the Power Enterprise.

The Indenture defines “Reserve Account Credit Facility” as a letter of credit, insurance policy, surety bond,
or other credit facility provided to the Trustee by a bank, insurance company or other financial institution whose
senior unsecured debt obligations are, or whose claims-paying ability is, rated in the two highest rating categories by
each of at least two Rating Agencies at the time of delivery thereof, which provides for payment when due, in

" accordance with the terms thereof, of the Principal or Redemption Price of and/or interest on one or more Series of
Bonds.

Reconstruction and Replacement Fund

The Indenture creates a special fund of the SFPUC known as the “Power Enterprise Reconstruction and
Replacement Fund,” to be held by the Treasurer and administered by the SFPUC. The SFPUC covenants and agrees
to deposit and maintain in the Reconstruction and Replacement Fund an amount at least equal to the amount, if any,
required to be on deposit therein pursuant to the Charter. Amounts in the Reconstruction and Replacement Fund
shall be applied to pay costs for reconstruction and replacements of the properties constituting a part of the Power
Enterprise due to physical and functional depreciation.
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Other Parity Obligations

The Indenture prohibits the SFPUC from issuing. or incurring any obligations or creating additional
indebtedness payable from Revenues on a parity w1th the 2015 Series A Bonds other than Bonds and Swap
Agreements. The Indenture defines “Swap Agreement” as any financial instrument that (a) is entered into by the
SFPUC with a party that is a Qualified Counterparty at the time the instrument is entered into; (b) is entered into
with respect to all or a portion of a Series of Bonds; (c) is for a term not extending beyond the final maturity of the
Series of Bonds or portion thereof to which it relates; (d) provides that the SFPUC shall pay to such Qualified
Counterparty an amount accruing at either a fixed rate or a variable rate, as the case may be, on a notional amount
equal to or less than the principle amount of the Series of Bonds or portion thereof to which it relates, and that such
Qualified Counterparty shall pay to the SFPUC an amount accruing at either a variable rate or fixed rate, as
appropriate, on such notional amount; (e) provides that one party shall pay to the other party any net amounts due
under such instrument; and (f) which has been designated to the Trustée in the Supplemental Trust Indenture
authorizing the issnance of the related Series of Bonds or portion thereof or in a Certificate of the SFPUC as a Swap
Agreement with respect to such Bonds. As of November 1, 2014, the SFPUC has not entered into any Swap
~ Agreements. ‘

Additional Series of Bonds

The Charter and the Indenture authorize the issuance of additional Series of Bonds payable from Revenues,
after payment of Operation and Maintenance Expenses and any Priority R&R Fund Deposits, on a parity with the
2015 Series A Bonds upon satisfaction of the conditions set forth therem.

The SFPUC expects to issue additional Series of Bonds to finance the costs of additional i.mprovenients to
the facilities of the Power Enterprise (the “Power Facilities”). See POWER ENTERPRISE CAPITAL
PROGRAM.

Charter Requirements. Under the Charter, the SFPUC may issue revenue bonds (including additional
Series of Bonds) relating to the Power Enterprise upon satisfaction of the requirements described under
OBLIGATIONS PAYABLE FROM REVENUES - Autbority for Issuance of Revenue Bonds and Other
Obligations Payable from Revenues.

Indenture Requirements. The Indenture provides that additional Series of Bonds secured on a parity with
the Bonds may be issued for any lawful purpose if prior to the issuance of such additional Series of Bonds, the
SFPUC has filed with the Trustee, among other documents, the following:

(@) A written opinion of Bond Counsel to the effect that (i) such Series of Bonds are valid and binding
limited obligations of the SFPUC enforceable against the SFPUC in accordance with their terms and (ii) the
Indenture, including the Supplemental Trust Indenture authorizing the issuance of such Series of Bonds, is a valid
and binding obligation of the SFPUC enforceable in accordance with its terms; provided, that such. opinions may be
qualified to the extent that the enforceability of the Bonds and the Indenture, including the Supplemental Trust

.Indenture authorizing the issuance of such Series of Bonds, may be limited by bankruptcy, insolvency,
reorganization or similar laws affecting the enforcement of creditors’ nghts generally and by general equltable
principles;

®) A Certificate of the SFPUC stating that (i) no Event of Default, nor any event or condition which
with potice and/or the passage of time would constitute an Event of Default, has occurred and is continning under
the Indenture as of the date of issuance of such Series of Bonds and (ii) the issuance of such Series of Bonds, in and
of itself, will not cause an Event of Default under the Indenture;

© " Evidence acceptable to the Trustee (which may be a Certificate of the SFPUC so stating) that
provision has been made for the immediate deposit into the Reserve Account for such Series of Bonds of money,
Authorized Tnvestments, Reserve Account Credit Facility or Facilities or any combination of the foregoing in an
aggregate amount equal to the Reserve Requirement, if any, for such Series of Bonds; and '

(@ Either,
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6))] A Cértiﬁcate of the SEPUC stating that, in each of the first three full Fiscal Years a.ftcf
the sale of such Series of Bonds, projected Net Revenues: ’

. Al Plus Available Funds, are at least 1.25 times Annual Debt Service on the
Outstanding Bonds, after giving effect to the issnance of such Series of Bonds, and

B. Are at least 1.0 times Annual Debt Service on the Outstanding Bonds, plus
required deposits into the Reserve Fund, after giving effect to the issuance of such Series of
Bonds; or

(1] A Certificate of the SFPUC stating that Net Revenues from any twelve consecutive
months of the prior twenty-four months:

A, Plus Available Funds, are at least 1.25 times the Annual Debt Service on the
Bonds Outstanding, after giving effect to the issuance of such Series of Bonds, and

B. Are at least 1.0 times Annual Debt Service on the Bonds Outstanding, plus
required deposits into the Reserve Fund, after giving effect to the issuance of such Series of
Bonds.

For purposes of paragraph (ii) the following adjustments may be made to Net Revenues for such period, if
so stated in the Certificate of the SFPUC:

® An allowance for additional Revenues anticipated from any additions, extensions and
improvements to the Power Enterprise to be acquired or constructed from proceeds of such or a prior Series
of Bonds and for any changes in Operation and Maintenance Expenses resulting therefrom, that are not
reflected in Net Revenues for such Fiscal Year, but only if such additional Revenues and changes in
Operation and Maintenance Expenses represent a full twelve months’ change in Net Revenues attributable
to such additions, extensions and improvements; and

dam An allowance for additional Revenues attributable to any increase in the rates and
charges imnposed by the SFPUC that (A) was in effect prior to the issuance of such Series of Bonds but
which, during all or part of such Fiscal Year, was not in effect, or (B) was adopted by the SFPUC prior to
the issuance of such Series of Bonds and will be in effect within 90 days after such issuance, but in either
case only if such additional Revenues represent a full twelve (12) months’ change in Net Revenues
attributable to such increase in rates and charges.

Refunding Bonds may be issued by the SFPUC‘ to provide funds sufficient for the payment of any or all of the
following:

6y The Principal, Purchase Price or Redemption Price of the Bonds or Original Bonds (as
defined in the Indenture) to be refunded;

(i) All expenses incident to the purchase, call, redemption, retirement or payment of the
Bonds or Original Bonds to be refunded;

(iii) The costs of issnance of such Series of Refunding Bonds;

(iv)  Interest on the Bonds or Original Bonds to be refunded to the date such Bonds or Original
Bonds will be purchase, redeemed, retired or paid;

™) Interest on such Series of Refunding Bonds from the date thereof to the date of purchase,
redemption, retirement or payment of the Bonds or Original Bonds to be refunded; and
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. (v Any other lawful payment obligations, costs or expenses in connection with the issuance
of the Refunding Bonds and the purchase, redemption, retirement or payment of the
Bonds or Original Bonds to be refunded.

Refunding Bonds may be issued by the SFPUC only upon receipt by the Trustee of, among other things, the
following: .

(a) The documents specified in paragraphs (a) and (c) above; and

®) Either (A) the document specified in paragraph (d) above, or (B) a Certificate of the SFPUC
stating that the issuance of such Series of Refunding Bonds will not result in any aggregate
increase in Annual Debt Service for the Bonds greater than $100,000 in any Fiscal Year that such
Series of Refunding Bonds is scheduled to be Qutstanding; and

(©) An opinion of Bond Counsel that (A) all liability of the SFPUC in respect of the Bonds to be .
refunded has ceased, terminated and been discharged, pursuant to the terms of the Master
Indenture and the Supplemental Trust Indenture pursuant to which such Bonds were issued, and
the Owners of such Bonds are entitled to payment of the Principal, Purchase Price or Redemption
Price of and interest on such Bonds only out of the money or securities deposited with the Trustee
for the payment of such Bonds or (B) all liability of the SFPUC in respect of the Original Bonds to
be refunded has ceased, terminated and been discharged, pursuant to the terms of the resolution or
resolutions pursuant to which such Original Bonds were issued, and the owners of such Original
Bonds are entitled to payment of the principal, purchase price or redemption price of and interest
on such Original Bonds only out of the money or securities deposited with the trustee for the
owners of such Original Bonds for the payment of such Original Bonds.

Certain Obligations Payable as Operations and Maintenance Expenses

The Indenture prohibits the SFPUC from entering into any Take-or-Pay Power Purchase Agreement
payable from Revenues as an Operation and Maintenance Expense unless the SFPUC shall first deliver to the
Trustee a Certificate of the SFPUC demonstrating compliance with the requirements set forth in paragraph (d) under
—Additional Series of Bonds — Indenture Requirements for the first three full Fiscal Years following the Fiscal
Year in which such Take-or-Pay Power Purchase Agreement will become effective.

The Indenture defines a “Take—br-Pay Power Purchase Agreement” as a contract (a) with a term of more
than five years, (b) pursuant to which the SFPUC is obligated (i) to purchase capacity or energy from a generating
facility, and (ii) to pay for such capacity or energy as an Operation and Maintenance Expense regardless of whether
or not such capacity or energy is taken by or made available or delivered to the SFPUC, and (c) the payments
pursnant to which are directly pledged and applied to pay and secure debt obligations issued to finance such
generating facility. . :

Subordinate Obligations; Obligations Not Payable from Revenues

The Indenture permits the SEPUC to authorize and issue or incur, without limitation, bonds, notes,
warrants, certificates or other obligations or evidences of indebtedness, the principal of or interest on which would
be payable either (i) from Revenues, after payment of Operation and Maintenance Expenses and any Priority R&R
Fund Deposits and after and subordinate to the payment from Revenues of the principal of and interest on the
Bonds, or (ii) from moneys which are not Revenues. See OBLIGATIONS PAYABLE FROM REVENUES -
Subordinate Obligations. ‘

Authorized Investments

The Indenture provides that moneys in all funds and accounts held by the Trustee under the Indenture shall
be invested upon receipt in Authorized Investments as directed by the SFPUC. “Authorized Investments” means
any obligations on investments in which the Treasurer may legally invest the SFPUC’s funds. For information
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regarding the investment of moneys held in the various funds and accounts of the SFPUC, see FINANCIAL
OPERATIONS - Investment of SFPUC Funds.

OBLIGATIONS PAYABLE FROM REVENUES
Authority for Issuance of Revenue Bonds and Other Obﬁgaﬁons Payable from Revenues

The Charter authorizes the SFPUC to issue revenue bonds and commercial paper notes and other
obligations payable from and secured by a pledge of Revenues. Ordinance No. (“Ordinance __"),
passed by the Board of Supervisors of the City (the “Board”) on , 2015, enacted the Public
Utilities Commission Power Enterprise Revenue Bond Law. Ordinance ___ establishes procedures for the issuance
of Power Enterprise revenue bonds and provides that “the City, including without limitation the [SFPUC], shall fix, " -
establish, maintain, approve and collect rates and charges for electric power and energy and other services, facilities
and commodities sold, furnished or supplied through the Power Enterprise, including on, for and from the City and
its departments, agencies and commissions, to provide [Power Enterprise revenues] su