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IFILE NO. 161011 RESOLUTION NO. 

I 
I . 

I 
1 [Public Utilities Commission - 2016 Issuance Water Revenue Bonds - Aggregate Principal 

Amount Not to Exceed $295,000,000] 
2 

3 Resolution approving the issuance of water revenue bonds in an aggregate principal 
I • 

4 I amount not to exceed $295,000,000 to be issued by the Public Utilities Commission of the 

5 City and County of San Francisco pursuant to prior ordinances and the Charter of the 

6 City and County of San Francisco; affirming covenants contained in the indenture 

7 pursuant to which water revenue bonds are issued; authorizing the taking of appropriate 

8 actions in connection therewith; and related matters. 

9 

10 WHEREAS, Pursuant to Charter, Section 9.107 (the "Charter") of the City and County 

11 of San Francisco (the "City';), the Board of Supervisors of the City (the "Board") is authorized 

12 to provide for the issuance of revenue bonds by the Public Utilities Commission of the City 

13 (the "Commission") following the approval of the issuance of such revenue bonds by a 

14 majority of the voters (except as otherwise provided under Charter, Section 9.107), such 

15 revenue bonds to be issued and sold in accordance with the law of the State of California or 

16 any procedure provided for by ordinance; and 

17 WHEREAS, At a duly called and held revenue bond election on November 5, 2002, a 

18 majority of vote.rs voting on the measure approved Proposition E ("Proposition E of 2002") to 

19 authorize the Commission to issue its revenue bonds, including notes, commercial paper or 

· 20 other.forms of indebtedness, when authorized by ordinance approved by a two-thirds vote of 

21 the Board, for the purpose of reconstructing, replacing, expanding, repairing, or improving 

22 water facilities under the jurisdiction of the Commission; and 

23 WHEREAS, Section 9.109 of the Charter authorizes the Board to provide for the 

24 issuance of revenue refunding bonds, for which no voter approval is required, for the purpose 

25 of refunding any outstanding revenue bonds of the City provided such refunding bonds are 
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expected to result in net debt service savings to the City on a present value basis, calculated 
I . . . 

as provided by ordinance; and 

WHEREAS, Pursuant to the Charter and Proposition E of 2002 the Board adopted 

Ordinance No. 89-10 on April 20, 2010, and signed by the Mayor on April 30, 2010, to· 

1 

authorize the issuance of $1,647,249, 198 of the Commission's water revenue bonds for the 

1 Water System Improvement Program ("WSIP"); and 

I WHEREAS, Pursuant to Commission Resolution 08-0202, adopted by the Commission 

!
1 on October 30, 2008, and Ordinance 311-08, adopted by this Board on December 16, 2008, 

\ J and signed by the Mayor on December 19_, 2008, the Commission increased the commercial 

1 \paper authorization for the water enterprise to an aggregate principal amount not to exceed 

I $500,000,000 (the "Authorized CP"), with approximately $236,000,000 principal amount of 
I . 

\such Authorized CP issued and outstanding as of September 1, 2016 (the "Outstanding CP"); 
I 
I 
1and 

I WHEREAS, The Outstanding GP was issued for WSIP purposes pursuant to 

i authorized capacity of Ordinance No. 89-10 and the Commission desires to refund such 
I . 
\Outstanding CP; and · 

I WHEREAS, Currently there is $130,156,317.00 of authorized but unissued capacity 
' 
\under Ordinance 89-10; and 

I WHEREAS; The Commission desires to issue bonds (the "Bonds") to, among other 
I 
purposes, refund all or a portion of the Outstanding CP and to use up to $59,000,000 of its 

authorized but unissued water revenue bond authorization under Ordinance No. 89-10 to, 

among other purposes, pay for certain improvements to the City's water system, pay 

capitalized interest on the Bonds and pay the costs of issuance of the Bonds; and 

WHEREAS, Pursuant to the Ordinance No. 89-10, the Commission is required to return 

to this Board prior to the issuance of bonds authorized thereunder to obtain approval of any 
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ii 

WHEREAS, The Commission Resolution, among other things, establishes a maximum 

II rate of interest for the Bonds of twelve percent (12%) per annum; now, therefore, be it 
ii 

ll 
ll 
ii 
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I . 

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

follows: 

Section 1. Recitals. All of the recitals herein are true and correct. 
I I Section 2. Approval and Authorization of Bonds. Pursuant to the Authorizing 

. I Legislation., the Board hereby approves the issuance by th,e Commission of Bonds in an 

j\aggregate principal amount not to exceed $295,000,000, in one or more series and on one or 

·i more dates, at a maximum rate or rates of interest not to exceed twelve percent (12%) per 

annum. The Bqnds may be issued as tax-exempt bonds or taxable. bonds, or any 

combination thereof. 
'I 

· 11 The form of the Bonds, in substantially the form presented to the Board, as set forth in 

i an exhibit to the Supplemental Indenture, is hereby approved. The General Manager of the 
I 
I Commission or the designee thereof, and the Controller of the City or any deputy thereof, are 

\ hereby authorized and directed to approve and to execute the Bonds by manual or facsimile 

I signature, with such changes, additions, amendments or modifications therein which he or 

she may approve with the advice of the City Attorney, such approval to be conclusively 

evidenced by the execution and delivery of the Bonds. 

Section 3. Affirmation of Bond Covenants. The Board hereby confirms Section 5.01 (b) 

of the Indenture which sets forth the disposition of Revenues (as defined in the Indenture) 

applicable to the Bonds and covenants with the holders of the Bonds that the Revenues shall 

I be appropriated and expended as set forth in Section 5.01 (b) of the Indenture. The Board 

I also hereby declares that the City will comply with all of the terms, provisions and covenants 
I 

contained in the Indenture, as the same may be amended from time to time, including the 

covenants to establish, fix, prescribe and collect rates, fees and charges sufficient to enable 

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

Board also determines that available fund balances shown in the Official Statement submitted 

Public Utilities Commission 
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1 on the date hereof as being available for the payment of debt service on the Bonds and 

2 should be treated and are Revenues under the Indenture. 

3 Section 4. Approval of Financing Documents. In accordance with the grant of authority 

4 contained in the Authorizing Legislation, the forms of the Supplemental Indenture and the 

5 I Other Financing Documents are hereby approved. Any of the Controller, the Treasurer, the 

6 I City Attorney and the officers of the Commission authorized by resolution of the Commission, 
I . 

7 j and their designees, are hereby authorized to execute, attest, seal, publish and deliver (as 

8 \appropriate) each such document, with such changes thereto as the officer executing or 
I 

9 publishing the same shall approve with the advice of the City Attorney, such approval to be 

1 O conclusively evidenced by the execution and delivery, or the publication, as applicable, of 

11 such document. 

12 Section 5. Proposition P. Pursuant to Proposition P, approved by the voters of the City 

13 in November 2002, this resolution and the Bonds are subject to, and incorporate by reference, 

14 the provisions of Section 5A.30 et seq. ("Public Utilities Revenue Bond Oversight Committee") 

15 of Chapter V of the San Francisco Administrative Code. Pursuant to Proposition P, to the 

16 extent permitted by law and to the extent not otherwise not already paid from proceeds of any 

17 I previous issue of commercial paper or bonds, one-twentieth of one percent (0.05%) of the 

18 \gross proceeds of the Bonds shall be deposited in· a fund established by the Controller's 
I 

19 I Office and appropriated by the Board at the direction of the Public Utilities Revenue Bond 
I 

20 \Oversight Committee established by Proposition P to cover the costs of said committee. 
I 

21 I Section 6. General Authority. The Controller of the City, the Treasurer of the City, the 

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

23 City, the Commission, and all other appropriate officers, employees, representatives and 

24 agents of the Commission are hereby authorized and directed to do everything necessary or 

25 desirable to provide for the issuance and sale of and security for the Bonds, including, but not 

Public Utilities Commission 
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BUDGET AND FINANCE COMMITTEE MEETING OCTOBER 19, 2016 

Item 2 Department: 
File 16-1011 Public Utilities Commission (SFPUC) 

EXECUTIVE SUMMARY 

Legislative Objectives 

• Resolution approving issuance of water revenue bonds in aggregate p_rincipal amount not 
to exceed $295,000,000 to be issued by the SFPUC pursuant to prior ordinances and the 
Charter of the City and County of San Frandsco; affirming covenants contained in the 
indenture pursuant to which water revenue bonds are issued; authorizing the taking of 
appropriate actions in connection therewith; and related matters. 

Key Points 

• On November 5, 2002, San Francisco voters approved Proposition E, authorizing the SFPUC 
to issue revenue bonds or other forms of indebtedness, as authorized by the Board of 
Supervisors, to reconstruct, replace, expand, repair and/or improve SFPUC's water system. 

• As of September 1, 2016, the SFPUC has approximately $236,000,000 of commercial paper 
outstanding. 

Fiscal ·Impact 

• The proposed issuance of $295,000,000 of water revenue bonds was previously 
appropriated and related debt service costs have already been fa~tored into SFPUC's 10-

. Year Financial Plan Update. 

• $239,000,000 of the requested $295,000,000 water revenue bonds will be used to pay off 
outstanding commercial paper, related interest and administrative costs. $26,000,000 will 
be used to continue funding the Calaveras Dam Project. $29,000,000 is for capitalized 
interest for the initial three years during project construction. 

• The $295,000,000 water revenue bonds are estimated at 4% annual interest over 30 years. 
Annual debt service is projected at $18,065,369 or a total of $487,764,963, including 
$295,000,000 principal and $192,764,963 interest expense .. 

• Water rates paid by SFPUC customers fund the SFPUC's Water Enterprise operating and 
capital costs, including debt service. The proposed $295,000,000 water revenue bonds 
have already been factored in the SFPUC's 10-Year Financial Plan. The SFPUC approved an 
overall 10 percent increase in water rates in FY 2016-17 and a 7 percent increase in water 
rates in FY 2017-18, The SFPUC estimates that the ~verage monthly residential water bill 
will increase by $4 in FY 2016-17, from $40 in FY 2015-16 to $44 in FY 2016-17; and by $3 
in FY 2017-18, from $44 in FY 2016-17 to $47 in FY 2017-18; 

Recommendation 

• Approve the proposed resolution. 

SAN FRANCISCO BOARD.OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING OCTOBER 19, 2016 

MANDATE STATEMENT 

Charter Section 9.107 authorizes the Board of Supervisors to issue revenue bonds on behalf of 
the San Francisco Public Utilities Commission for water and electric power facilities, following 
the approval of the issuance of such revenue bonds by a majority of the voters. 

Charter Section 9.109 authorizes the Board of Supervisors to issue· general obligation or 
revenue bonds to refund outstanding City and County debt, without voter approval, if such 
refunding bonds result in net debt service savings on a present value basis. However, on June 
14, 2016, the Board of Supervisors approved an ordinance authorizing the SFPUC to sell 
refunding bonds to refinance outstanding water revenue bonds through June 30, 2018 without 
further Board of Supervisors approval if the SFPUC achieves at least 3% net present value debt 
service savings (File 16-0472; Ordinance No 112-16). 

BACKGROUND 

San Francisco Public Utilities Commission 

The San Francisco Public Utilities Commission (SFPUC) owns and operates a municipal water 
supply, storage, and distribution system that provides drinking water to (1) retail customers in 
the City, (2) certain retail customers located outside of the City, and (3) wholesale customers in 
Alameda County, Contra Costa County, and Santa Clara County. The SFPUC water system is 
divided into two geographic groups including (1) the regional water conveyance system and the 
(2) in-city (local) distribution system. The SFPUC is currently completing the approximately $5 
billion Water System Improvement Program (WSIP), which consists of 87 capital projects to 
repair, replace and upgrade the SFPUC's regional and local water facilities and systems. 

Prior Authorizations of Water Revenue Bonds 

On November 5, 2002, San Francisco voters approved Proposition E, authorizing the SFPUC to 
issue revenue bonds or other forms of indebtedness, as authorized by the Board of Supervisors, 
to reconstruct, replace, expand, repair and/or improve SFPUC's water system, codified in City 
Charter Section 8B.124. As of September 1, 2016, the Board of Supervisors has authorized the 
SFPUC to sell up to $3.7 billion in water revenue bonds under Proposition E. Currently, there 
are approximately $2,667,497,000 total principal SFPUC water revenue bonds outstanding 
under this authorization. 

Prior Authorization of Commercial Paper 

On December 16, 2008, the Board of Supervisors approved increasing the commercial paper 
authorization for the SFPUC water enterprise to a not-to-exceed $500,000,000 (Ordinance No. 
311-08; File 08-1453). As of September 1, 2016, the SFPUC has approximately $236,000,000 of 
commercial paper outstanding, leaving a remaining authorization balance of approximately 
$264,000,000. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITIEE MEETING OCTOBER 19, 2016 

DETAILS OF PROPOSED LEGISLATION 

The proposed resolution would (a) approve the issuance of water revenue bonds (Series 2016C) 
in an aggregate principal amount not to exceed $295,000,000 to be issued by the SFPUC 
pursuant to prior ordinances and the Charter of the City and County of San Francisco; (b) affirm 
covenants contained in the indenture pursuant to which water revenue bonds are issued; (c) 
authorize the taking of appropriate actions in connection therewith; and (d) related matters. 

The proposed resolution would authorize the issuance of up to $295,000,000 of new water 
revenue bonds in one or more series on one or more dates at a maximum 12% annual interest, 
as tax-exempt or taxable bonds based on a competitive or negotiated sale. The bond funds 
would be used to: 

(a) Refund the SFPUC's outstanding commercial paper; 

(b) Finance previously authorized capital improvements to the City's water system; 

(c) Pay capitalized interest on the bonds; 

(d) Pay issuance costs on the bonds; 

(e) Provide recommended and/or necessary fund credit enhancements, bond insurance, 
reserve funds and/or debt service reserves. 

The proposed resolution would also approve the financing documents for this bond issuance, 
including the: 

• Preliminary Official Statement (POS), disclosure describing the bond terms and 
condition of the SFPUC Water Enterprise. 

• Continuing Disclosure Certificate, which is an appendix to the POS that outlines 
the disclosure reporting requirements during the term of the bonds. 

• Supplemental Indentures, regarding the agreements between the SFPUC and 
the investors, or purchasers of the bonds. 

• Notice of Intention to Sell, which notifies the financial community regarding the 
pending revenue bond sale. 

• Official Notice of Sale, which notifies underwriters regarding the bidding 
parameters for a competitive bond sale. 

• Bond Purchase Contract, which outlines the terms of the bond sale for a 
negotiated transaction. 

If approved, the SFPUC anticipates completing the sale of the $295,000,000 water r·evenue 
. bonds in late November 2016. 

FISCAL IMPACT 

The Public Utilities Commission approved the SFPUC 10-Year Capital Plan for FY 2016-.17 
through FY 2025-26 in January 2016. The 10-Year Capital Plan provides for $1.4 billion in Water 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Enterprise projects. The requested $295 million of new water revenue bonds has been 
previously appropriated and relate·d debt service costs have already been factored into the 10-
Year Financial Plan Update, approved by the SFPUC in February 2016. 

Table 1 below shows the estimated sources and uses for the requested not-to-exceed 
$295,000,000 Series 2016C new water revenue bonds. 

Table 1: Sources and Uses of $295,000,000 Water Revenue Bonds 

Sources 
Bond Proceeds Par Amount $295,000,000 

Uses 
Commercial Paper Refunding $239,000,000 
WSIP Project Fund 26,000,000 
Capitalized Interest Fund 29,000,000 
Bond Issuance and RBOC1 400,000 
Underwriter's Discount 600,000 

Total $295,000,000 

According to Mr. Michael Brown in Capital Finance. at SFPUC, the commercial paper payoff of 
$239,000,000 shown in Table 1 above includes the $236,000,000 of outstanding commercial 
paper and an additional $3,000,000 estimated for interest and. administrative costs, such as 
bank facility and rating agency fees, due at the time of the commercial paper refunding. 

The WSIP Project Fund for $26,000,000 shown in Table 1 above will be used to continue funding 
the Calaveras Dam Project. The Calaveras Dam Project is a WSIP Regional Project, with a total 
estimated cost of approximately $145,000,000, including $80,000,000 over the next 12 months. 
The Calaveras Dam Project is anticipated to be completed in 2019. 

The Capitalized Interest Fund of $29,000,000 shown in Table 1 above. will be used to pay for 
interest costs on the total $295,000,000 debt for the initial three years. Capitalized interest is 
typically included to fund debt service during project construction. 

The requested $295,000,000 water revenue bonds are anticipated. to be taxable bonds at an 
estimated 4% annual interest with a term of 30 years. Annual debt service is projected at 
$18,065,369 or a total of $487,764,963, which includes $295",000,000 of principal and · 
$192, 764,963 of interest expense for 27 years. As noted above, the first three years, debt 
service would be paid with a set aside Capitalized Interest Fund. 

Water Rate Increases in FY 2016-17 and FY 2017-18 

In accordance with Charter Section 8B.125, the SFPUC is responsible for setting the rates, fees 
and other charges for water and sewer. 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. 

1 The SFPUC Revenue Bond Oversight Committee (RBOC) was created pursuant to Proposition P in November of 
2002 and requires 0.05% of gross proceeds of the bonds be deposited in a fund and appropriated by the Board of 
Supervisors to cover the costs of this Committee. · 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Water rates paid by SFPUC customers cover the costs of the Water Enterprise's operating and 
capital costs. The SFPUC bills residential customers for a combined water and sewer bill. The 
average monthly residential combined water and sewer bill in FY 2015-16 was $86, of which 
$40 is water and $46 is sewer. Currently, water rates have been approved through FY 2017-18. 

The additional debt service to cover the costs of the proposed $295,000,000 water revenue 
bonds has already been factored in the SFPUC's 10-Year Financial Plan adopted by the 
Commission on February 9, 2016. According to the FY 2016-17 to FY 2025-26 Financial Plan, the 
SFPUC approved a 10 percent increase in water rates in FY 2016-17 and 7 percent increase in 
water rates in FY 2017-18 to cover the Water Enterprise's operating and capital costs. The 
SFPUC estimates that th.e average monthly residential water bill will increase by $4 in .FY 2016-
17, from $40 in FY 2015-16 to $44 in FY 2016-17; and by $3 in FY 2017-18, from $44 in FY 2016-
17 to $47 in FY 2017-18. 

RECOMMENDATION 

Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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2016 SERIES C 
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TWENTY-THIRD SUPPLEMENTAL INDENTURE 
(Supplemental to the Amended and Restated Indenture, 

dated as of August 1, 2002, as amended and supplemented) 
Authorizing the Issuance of 

$[PAR AMOUNT] Aggregate Principal Amount of 
Public Utilities Commission of the 
City and County of San Francisco 

San Francisco Water Revenue Bonds 
2016 Series C 

2016 Series C (Federally Taxable) 

This Twenty-Third Supplemental Indenture, dated as of October 1, 2016 (this "Twenty
Third Supplemental Indenture"), by and between U.S. BANK NATIONAL ASSOCIATION, a 
national banking association duly organized and existing under and by virtue of the laws of the 
United States of America, as trustee (the "Trustee"), and the PUBLIC UTILITIES 
COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO (the "Commission"), a 
commission duly constituted under the Charter (the "Charter") of the City and County of San 
Francisco (the "City"); 

WITNESSETH: 

WHEREAS, this Twenty-Third Supplemental Indenture is supplemental to the Amended 
· and Restated Indenture, dated as of August 1, 2002, between the Commission and the Trustee, as 

amended and supplemented (the "Indenture"); 

WHEREAS, pursuant to Proposition E of 20.02, and various ordinances and resolutions 
adopted by the Board and this Commission thereunder, there are outstanding, as of September 1, 
2016, $ aggregate principal amount of Bonds issued pursuant to this Indenture; 
and, 

WHEREAS, pursuant to Proposition E of 2002, and various ordinances and resolutions · 
adopted by the Board and this Commission, the Commission has authorized a commercial paper 
program for the water enterprise in an aggregate principal amount not to exceed $500,000,000 
(the "Commercial Paper Program"); and, 

WHEREAS, the Commission has issued and outstanding approximately $236,000,000 of 
commercial paper pursuant to its Water CP Program (the "Outstanding CP"); and 

WHEREAS, the Indenture provides that the Commission may, subject to the 
requirements of the Law (as defined herein) and the Indenture, issue one or more other series of 
Bonds from time to time pursuant to a supplemental indenture; 

WHEREAS, the Commission has determined to issue a series of Bonds under this 
Twenty-Third Supplemental Indenture designated "San Francisco Water Revenue Bonds, 2016 
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Series C (Federally Taxable)" in the aggregate original principal amount of $[PAR AMOUNT] 
to [refund [all][a portion] of the Outstanding CP]; · 

·WHEREAS, the 2016 Series C Bonds will be issued by the Commission under the 
Indenture as a Series of Bonds payable on a parity with the other Outstanding Series of Bonds; 

WHEREAS, the conditions and limitations contained in the Law and the Indenture will 
be satisfied at the time of issuance of the 2016 Series C Bonds; 

WHEREAS, in order to provide for the issuance of the 2016 Series C Bonds, to establish 
and declare the terms and conditions upon which the 2016 Series C Bonds are to be issued and to 
secure the payment of the principal thereof, and premium, if any, and interest thereon, the 
Commission has authorized the execution and delivery of this Twenty-Third Supplemental 
Indenture; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and the entering 
into of this Twenty-Third Supplemental Indenture do exist, have happened and have been 
performed in regular and due time, form and manner as required by law, and the parties hereto 
are now duly authorized to execute and enter into this Twenty-Third Supplemental Indenture; 

' 

NOW, THEREFORE, the parties hereto agree, as follows: 

ARTICLE CVII 

DEFINITIONS 

SECTION 107.01 Definitions. The terms defined in this section shall, for all 
purposes of this Twenty-Third Supplemental Indenture, have the meanings herein specified, to 
be equally applicable to both the singular and plural forms of any of the terms herein defined. 
Terms defined in the Indenture not otherwise defined herein (including the preamble hereto) 
shall have the meanings specified therein. 

2016 Series C Project 

The term "2016 Series C Project" means the reconstruction, replacement, expansion and 
repair of or improvements to the water facilities of the Enterprise including, but not limited to, a 
portion of the Commission's Water System Improvement Program with proceeds of the 2016 
Series C Bonds. 

ARTICLE CVIII 

PROVISIONS RELATING TO 2016 SERIES C BONDS 

SECTION 108.01 Authorization and Terms of 2016 Series C Bonds. Bonds of the 
Commission in the additional aggregate principal amount of $[PAR AMOUNT] are hereby 
authorized to be issued under the Charter and the Law and pursuant to the Indenture. 
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(a) Such Bonds are designated as the "San Francisco Water Revenue Bonds, 2016 
Series C (Federally Taxable)" (the "2016 Series C Bonds"). The aggregate principal amount of 
2016 Series C Bonds that may be issued and Outstanding under this Twenty-Third Supplemental 
Indenture shall be $[PAR AMOUNT], except as may be otherwise provided in Section 2.08 of 
the Indenture. The 2016 Series C Bonds shall be of the tenor known as Current Interest Bonds. 

The 2016 Series C Bonds shall be initially registered in the name of "Cede & Co.,"· as 
nominee of The Depository Trust Company, New York, New York, and shall be evidenced by 
one 2016 Series C Bond maturing on each maturity date in a denomination corresponding to the 
total principal designated to mature on such date. Registered ownership of the 2016 Series C 
Bonds, or any portion thereof, may not thereafter be transferred except as set forth in Section 
104.03 herein. 

The 2016 Series C Bonds shall be issued as fully registered Bonds without coupons in the 
denominations of $5,000 or any integral multiple thereof; provided that no 2016 Series C Bond 
shall have principal maturing on more than one principal maturity date. The 2016 Series C 
Bonds shall be dated as of the date of delivery thereof, and shall accrue interest from such date. 

(b) The 2016 Series C Bonds shall mature on November 1 on the following dates and 
in the following amounts and shall bear interest at the following rates per annum payable on 
May 1, 2017, and semiannually thereafter on May 1 and Novemb.er 1 in each year, calculated on 
the basis of a 360-day year consisting of twelve 30-day months: 
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Maturity Date 
(November 1) Principal Amount Interest Rate 

The 2016 Series C Bonds are hereby designated as Serial Bonds. [Add l;'erm Bonds, if 
applicable] 

(c) The principal of and premium, if any, on the 2016 Series C Bonds shall be 
payable by check or wire transfer (as described in the next paragraph) in lawful money of the 
United States of America to the Owner thereof, upon the surrender thereof at the corporate trust 
office of U.S. Bank National Association, in San Francisco, California, as Trustee, or such other 
office designated by the Trustee. 

The interest on the 2016 Series C Bonds shall be payable in like lawful money to the 
person whose name appears on the bond registration books of the Trustee as the Owner thereof 
as of the close of business on the 15th day of the calendar month immediately preceding an 
interest payment date, whether or not such day is a Business Day, such interest to be paid by 
check mailed to such Owner at such address as appears on such registration books or at such 
address as such Owner may have filed with the Trustee for that purpose, or at the request of an 
Owner of at least $1,000,000 in aggregate principal amount of 2016 Series C Bonds filed with 
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the Trustee by such 15th day, by wire transfer to such account designated in such request at a 
financial institution in the United States. 

( d) Each 2016 Series C Bond shall bear interest from the interest payment date next 
preceding the date of authentication thereof unless it is authenticated as of a day during the 
period from the l 6th day of the calendar month next preceding any interest payment date to the 
interest payment date, inclusive, in which event it shall bear interest from such interest payment 
date, or unless it is authenticated on or before April 15, 2017, in which event it shall bear interest 
from October_, 2016; provided, however, that if, at the time of authentication of any Bond, 
interest is_ in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default. 

(e) 
108.09. 

The 2016 Series C Bonds shall be subject to redemption as provided in Section 

(t) The Trustee shall assign each 2016 Series C Bond authenticated and registered by 
it a distinctive letter or number, or letter and number, and shall maintain a record thereof which 
shall be available to the Commission for inspection. 

(g) There shall be no Required Reserve for the 2016 Series C Bonds. 

(h) The Commission has reviewed all proceedings heretofore. taken relative to the 
authorization of the 2016 Series C Bonds and has found, as a result of such review, that all 
conditions, things and acts required by law to exist, happen or be performed precedent to and in 
the issuance of the 2016 Series C Bonds do exist, have happened and have been performed in 
due time, form and manner as. required by law, and the Commission is authorized, pursuant to 
each and every requirement of law, to issue the 2016 Series C Bonds· in the manner and form 
provided in this Twenty-Third Supplemental Indenture. 

SECTION 108.02 Form of 2016 Series C Bonds. The 2016 Series C Bonds and the 
Trustee's certificates of authentication and registration and the form of assignment to appear 
thereon shall be in substantially the form set forth as Exhibit AA to this Twenty-Third 
Supplemental Indenture, with necessary or appropriate variations, omissions and insertions as 
permitted or required by this Twenty-Third Supplemental Indenture. 

Pursuant to Section 3.06 and 9.0l(b) of the Indenture, execution of the 2016 Series C 
Bonds does not require the seal of the Commission. 

SECTION 108.03 Use of Depository. 

(a) The 2016 Series C Bonds shall be initially registered as provided in Section 
104.01 hereof. Registered ownership of the 2016 Series C Bonds, or any portions thereof, may 
not thereafter be transferred except: 

i. to any successor of The Depository Trust Company or its _nominee, or 
of any substitute depository designated pursuant to clause (ii) of this subsection (a) (a 
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"Substitute Depository"); provided that ;my successor of The Depository Trust Company 
or Substitute Depository shall be qualified under any applicable laws to provide the 
service proposed to be provided by it; 

ii. to any Substitute Depository not objected to by the Trustee, upon (1) 
the resignation of The Depository Trust Company or its successor (or any Substitute 
Depository or its successor) from its functions as depository, or (2) a determination by 
the Commission that The Depository Trust Company (or its successor) is no longer able 
to carry out its functions as depository; provided that any such Substitute Depository 
shall be qualified under any applicable laws to provide the services proposed to be 
provided by it; or 

iii. to any person as provided below,upon (1) the resignation of The 
Depository Trust Company or its successor (or any Substitute Depository or its 
successor) from its functions as depository, or (2) a determination by the Commission to 
remove The Depository Trust Company or its successor (or Substitute Depository or its 
successor) from its functions as depository. 

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) of 
this Section, upon receipt of all Outstanding 2016 Series C Bonds by the Trustee, together with a 
Written Request of the Commission to the Trustee designating the Substitute Depository, a single 
new 2016 Series C Bond, which the Commission shall prepare or cause to be prepared, shall be 
executed and delivered for each maturity of 2016 Series C Bonds then Outstanding, registered in 
the name of such successor or such Substitute Depository, or their nominees, as the case may be, 
all as specified in such Written Request of the Commission. 

( c) In the case of any transfer pursuant to clause (iii) of subsection (a) of this Section, 
upon receipt of all. Outstanding 2016 Series C Bonds by the Trustee, together with a Written 
Request of the Commission to the Trustee, new 2016 Series C Bonds, which the Commission 
shall prepare or cause to be prepared in definitive form, shall be executed and delivered in such 
denominations and registered in the names of sue& persons as are requested in such Written 
Request of the Commission, subject to the limitations of Section 108.01 hereof, provided that the 
Trustee shall not be required to deliver such new 2016 Series C Bonds within a period less than 
60 days after the date of receipt of such Written Request from the Commission. 

( d) In the case of a partial redemption or an advance refunding of any 2016 Series C 
Bonds evidencing a portion of the principal maturing in a particular year, The Depository Trust 
Company or its successor (or any Substitute Depository or its successor) shall make an 
appropriate notation on such 2016 Series C Bonds indicating the date and amounts of such 
reduction in principal, in form acceptable to the Trustee. The Trustee shall not be liable for such 
Depository's (or any Substitute Depository's) failure to make such notations or errors in making 
such notations. 

( e) The Commission and the Trustee shall be entitled to treat the person in whose 
name any 2016 Series C Bond is registered as the Owner thereof for all purposes of the Indenture 
and any applicable laws, notwithstanding any notice to the contrary received by the Trustee or· 
the Commission; and the Commission and the Trustee shall not have responsibility for 
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transmitting payments to, communicating with, notifying, or otherwise dealing with any 
beneficial owners of the 2016 Series C Bonds. Neither the Commission nor the Trustee shall 
have any responsibility or obligation, legal or otherwise, to any such beneficial owners or to any 
other party, inCluding The Depository Trust Company or its successor (or Substitute Depository 

. or its successor), except to the Owner of any 2016 Series C Bonds, and the Trustee may rely 
conclusively on its records as to the identity of the Owners of the 2016 Series C Bonds. 

(f) Notwithstanding any other provision of this Twenty~ Third Supplemental 
Indenture .and so long as all Outstanding 2016 Series C Bonds are registered in the name of 
Cede & Co. or its registered assigns, the Commission and the Trustee shall cooperate with 
Cede & Co., as sole registered Bondowner, and its registered assigns, in effecting payment of the 
principal of and redemption premium, if any, and interest on the 2016 Series C Bonds by 
arranging for payment in such manner that funds for such payments are properly identified and 
are made available on the date they are due all in accordance with the letter of representations 
delivered by the Commission and the Trustee to The Depository Trust Company with respect to 
the 2016 Series C Bonds, the provisions of which the Trustee may rely upon to implement the 
foregoing procedures notwithstanding any inconsistent provisions herein. 

SECTION 108.04 Issuance of 2016 Series C Bonds. 

(a) At any time after the execution of this Twenty-Third Supplemental Indenture, the 
Commission may execute and the Trustee may authenticate and, upon a Written Request or 
Certificate of the Commission, deliver 2016 Series C Bonds in the aggregate principal amount of 
$[PAR AMOUNT] to the initial purchasers thereof specified in such Written Request or 
Certificate. 

SECTION 108.05 Application of Proceeds of 2016 Series C Bonds. 

(a) The original purchaser of the 2016 Series C Bonds will pay and deliver the 
purchase price. of the 2016 Series C Bonds (including any good faith deposit paid prior to the 
Closing Date) equal to $ to the Trustee, who shall deposit and transfer this 
amount, as follows: 

1. The Trustee shall deposit $ in a separate fund to be known as 
the "2016 Series C Costs oflssuance Fund," which the Trustee hereby agrees to establish 
and maintain. · 

2. The Trustee shall deposit $ in the 2016 Series C 
Capitalized Interest Account, which the Trustee hereby agrees to establish and maintain 
within the Interest Fund. · 

3. The Trustee shall transfer $ , to the Treasurer for deposit to the 
2016 Series C Project Fund established under Section 108.08. 

4. [The Trustee shall transfer the remammg balance, being 
$ , to U.S. Bank National Association, as issuing and paying agent for 
the Water Enterprise commercial paper notes, to prepay [all] [a portion] of such 
commercial paper notes.] 
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(b) Before any payment is made. by the Trustee to pay costs of issuance from the 
2016 Series C Costs oflssuance Fund, the Commission shall· cause to be filed with the Trustee a 
Written Requisition of the Commission showing with respect to each payment to be made: 

l. . the item number of the payment; 

2. the name and address of the person to whom payment is due; 

3. the amount to be paid; and 

4. the purpose for which the obligation to be paid was incurred. 

Each such Written Requisition shall state, and shall be sufficient evidence to the Trustee: 

(y) that obligations in the stated amounts have been incurred by the 
Commission and that each item thereof is a proper charge; and 

(z) that there has not been filed with or served upon the Commission notice of 
any lien, right to lien or attachment upon, or claim affecting the right to receive payment 
of, any of the moneys payable to any ofthe persons named in such Written Requisition, 
which has not been released or will not be released simultaneously with the payment of 
such obligation. 

Upon receipt of each such Written Requisition, the Trustee will pay the amounts set forth 
in such Written Requisition as directed by the terms hereof. The Trustee need not make any such 
payment if it has received notict;\ of any lien, right to lien or attachment upon, or claim affecting 
the right to receive payment of, any of the moneys to be so paid, which has not been released or 
will not be released simultaneously with such payment. 

When all costs of issuance have been paid, the Commission shall deliver a Certificate of 
the Commission stating such fact to the Trustee (as described in clause (c) below). 

(c) The money in the 2016 Series C Costs of Issuance Fund shall be used and 
disbursed in the manner provided herein for the purpose of paying all costs of issuance incidental 
to or connected with the issuance of the 2016 Series C Bonds (or for making reimbursements to 
the Commission or any other person, firm or corporation for such costs theretofore paid by such 
person or it). 

Any balance of money remaining in the 2016 Series C Costs of Issuance· Fund after the 
·payment of all costs incidental to or connected with the issuance of the 2016 Series C Bonds (as 
certified to the Trustee by the Commission pursuant to the final paragraph of clause (b) above or 
on April _, 2017, whichever is earlier, shall be transferred by the Trustee to the Commission 
and the 2016 Series C Costs of Issuance Fund shall be closed. 

(d) Amounts on deposit in the 2016 Series C Capitalized Interest Account shall be 
applied to the payment of interest on the 2016 Series C Bonds on each May 1 and November 1, 
commencing on May 1, 2017, prior to amounts in the Interest Fund being so used, until no 
amounts remain on deposit in the 2016 Series C Capitalized Interest Account, whereupon the 
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2016 Series C Capitalized Interest Account shall be closed. ·All moneys held by the Trustee in 
the 2016 Series C Capitalized Interest Account may be invested in Legal Investments maturing 
not later than the date on which such moneys are required for payment by the Trustee. Any 
excess amounts on deposit in the 2016 Series C Capitalized Interest Account that are not applied 
to the payment of interest on the 2016 Series C Bonds will be deposited in the 2016 Series C 
Project Fund and used only to pay capital expenditures. 

SECTION 108.06 Establishment and Application of the 2016 Series C Rebate Fund. 

(a) The Trustee shall establish and maintain a fund separate from any other fund 
established and maintained hereunder to be known as the "2016 Series C Rebate Fund" (for 
purposes of this Article, the "Rebate Fund"). Within the Rebate Fund, the Trustee shall maintain 
such accounts as it is instructed by the Commission as necessary in order to comply with the 
terms and requirements of the Tax Certificate with respect to the 2016 Series C Bonds, dated the 
date of issuance of the 2016 Series C Bonds (for purposes of this Article, the "Tax Certificate"). 

Subject to the transfer provisions provided in paragraph (e) below, all money at any time 
deposited in the Rebate Fund shall be held by the Trustee for the account of the Commission in 
trust, to the extent required to satisfy the requirements for rebate, as set forth in the Tax 
Certificate (for purposes of this Article, the "Rebate Requirement"), for payment to the federal 
government of the United States of America, and no other person shall have any rights· in or 
claim to such money. All amounts deposited into or on deposit in the Rebate Fund shall be 
governed by this Section, by Section 108.07 hereof and by the Tax Certificate (which is 
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied 
with such provisions and fulfilled its obligation with respect to rebate as long as it follows the 
written directions of the Commission, including supplying all necessary information in the 
manner provided in the Tax Certificate. The Trustee shall not be required to take any actions 
under this Section, Section 108.07 hereof or the Tax Certificate in the absence of written 
directions by the Commission, and shall have no liability or responsibility to enforce compliance 
by the Commission with the terms of the Tax Certificate nor make computations in connection 
therewith. 

(b) Upon the Commission's written direction, an amount shall be deposited in the 
Rebate Fund by the Trustee from deposits by the Commission so that the balance of the amount 
on deposit therein equals the Rebate Requirement. Computations of the Rebate Requirement 
shall be furnished by or on behalf of the Commission in accordance with the Tax Certificate. 

( c) The Trustee shall have no obligation to rebate any amounts required to be rebated 
pursuant to this Section, other than from moneys held in the funds and accounts created under 
the Indenture or from other moneys provided to it by or on behalf of the Commission. 

( d) The Trustee shall invest all amounts held in the Rebate Fund in Permitted 
Investments as instructed in writing by the Commission, subject to the restrictions set forth in the 
Tax Certificate. Moneys shall not be transferred from the Rebate Fund except as provided in 
paragraph ( e) below. 
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( e) Upon receipt of the Commission's written directions, the Trustee shall remit part 
or all of the balances in the Rebate Fund to the United States, as so directed. In addition, ifthe 
Commission so directs, the Trustee will deposit moneys into or transfer moneys out of the 
Rebate Fund from or into such accounts or funds as directed by the Commission's written 
directions·. Any funds remaining in the Rebate Fund after redemption and payment of all of the 
2016 Series C Bonds and payment and satisfaction of any Rebate Requirement shall be 
withdrawn and remitted to the Commission upon the Commission's written request. 

(f) Notwithstanding any other provision of the Indenture, the obligation to remit the 
Rebate Requirement to the United States and to comply with all other requirements of this 
Section, Section 108.07 hereof and the Tax Certificate shall survive the defeasance or payment in 
full of the 2016 Series C Bonds. 

SECTION 108.07 Tax Covenants. 

The Commission covenants that it will not take any action, or fail to take any action, if 
any such action or failure to take action would adversely affect the exclusion from gross income 
of the interest on the 2016 Series C Bonds under Section 103 of the Code.· 

. The Commission will not directly or indirectly use or permit the use of any proceeds of 
the 2016 Series C Bonds or any other funds of the Commission, or take or omit to take any 
action that would cause the 2016 Series C Bonds to be "arbitrage bonds" within the meaning of 
Section 148(a) of the Code. To that end, the Commission will comply with all requirements of 
Section 148 of the Code to the extent applicable to the 2016 Series C Bonds. If at any time the 
Commission is of the opinion that for purposes of this Section it is necessary to restrict or limit 
the yield on the investment of any moneys held by the Trustee under the Indenture or otherwise, 
the Commiss.ion shall so instruct the Trustee in writing, and the Trustee shall take such action as 
required by such iristructions. 

Without limiting the generality or" the foregoing, the Commission agrees that there shall 
be paid from time to time all amounts required to be rebated to the United States pursuant to · 
Section 148(£) of the Code and any temporary, proposed or final Treasury Regulations as may be 
applied to the 2016 Series C Bonds from time to time. This covenant shall survive payment in 
full or defeasance of the 2016 Series C Bonds. The Commission specifically covenants to pay or 
cause to be paid to the United States, at the times and in the amounts determined under Section 
108.06 hereof, the Rebate Requirement. The Trustee agrees to comply with all written 
instructions of the Commission given in accordance with the Tax Certificate. 

Notwithstanding any provision of this Section and Section 108.06 hereof, if the 
Commission provides to the Trustee an opinion of nationally recognized bond counsel to the 
effect that any action required under this Section and Section 108.06 hereof or under the Tax 
Certificate is no longer required, or to the effect that some further action is required, to maintain 
the exclusion from gross income of the interest on the 2016 Series C Bonds under Section 103 of 
the Code, the Commission and the Trustee may rely conclusively on such opinion in complying 
with the provisions hereof, and the covenants hereunder shall be deemed to be modified to that 
extent. 
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The Commission shall assure that the proceeds of the 2016 Series C Bonds are not so 
used as to cause the 2016 Series C Bonds to satisfy the private business tests of section 141 (b) of 
the Code or the private loan financing test of section 141 ( c) of the Code. · 

The Commission shall not take any action or permit or suffer any action to be taken if the 
result of the same would be to cause any of the 2016 Series C Bonds to be "federally guaranteed" 
within the meaning of section 149(b) of the Code. 

SECTION 108.08 Establishment and Application of the 2016 Series C Project Fund. 

(a) The Commission hereby covenants and agrees to establish, maintain and hold 
hereunder within the Improvement Fund, established under Section 3 .03 of the Indenture, a 
separate account known as the "2016 Series C Project Fund" (herein called the "2016 Series C 
Project Fund"). 

(b) The Treasurer shall hold the amounts on deposit in the 2016 Series C Project 
Fund, which shall be maintained and accounted for by the Controller so long as any moneys are 
on deposit therein. Upon completion of the 2016 Series C Project, the Commission may direct 
the transfer of any remaining balance in the 2016 Series C Project Fund to any other lawfully 
available fund or account of the Commission; provided such transfer is consistent with the 
Commission's covenants in the Tax Certificate. 

(c) The moneys in the 2016 Series C Project Fund shall be held by the Treasurer in 
trust and applied to the co.sts of the 2016 Series C Project and the expenses incident thereto or 
connected therewith, including, if necessary, interest to the extent permitted by law, 
reimbursement to the Commission for expenses incurred prior to the issuance of the 2016 Series 
C Bonds or in connection with the Enterprise, architectural, engineering and inspection fees and 
expenses, apparatus, equipment and furnishings for the Enterprise, testing and inspection, 
surveys, insurance premiums, losses during construction. not insured against because of 
deductible amounts, the fees and expenses of the Trustee, legal accounting and consultant fees 
and expenses, and similar expenses. 

( d) All moneys held by the Treasurer in the 2016 Series C Project Fund may be 
invested in Legal Investments maturing not later than the date on which such moneys are 
required for payment by the Treasurer. The Treasurer shall pay out moneys from the 2016 Series 
C Project Fund only upon warrants drawn by the Controller in the manner provided by law. No 
withdrawals shall be made from the 2016 Series C Project Fund for any purpose not authorized 
by law. 

SECTION 108.09 Terms of Redemption. 

(a) Optional Redemption. 

I. Reserved. 

ii. The 2016 Series C Bonds maturing on or after November 1, __ , 
shall be subject to redemption prior to their stated maturity, at the option of the 
Commission, from and to the extent of any source of available funds, as a whole or in 
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part,. on any date on or after May 1, __ , and if in part by lot within such maturity, at a 
redemption price equal to 100% of the principal amount of the 2016 Series C Bonds to be 
redeemed, plus accrued interest thereon to the date fixed for redemption, without 
premium. 

nL The Commission shall give the Trustee written notice at least 45 ·days 
before any date fixed for the redemption of 2016 Series C Bonds to be redeemed pursuant 
to subsection (a)(ii) above, of the fact and date of redemption and of the principal amount 
of 2016 Series C Bonds and the maturities or portions thereof to be redeemed. 

(b) The 2016 Series C Bonds maturing on November 1, __ , November 1, __ and 
November 1, __ . , and payable from the 2016 Series C Sinking Fund Account, are further 
subject to redemption prior to their stated maturity, from the 2016 Series C Sinking Fund 
Account (described in Section 108.10), on any November 1 on or after November 1, __ , 
November 1, __ and November l, __ ,respectively, by lot within any such maturity if less 
than all of the 2016 Series C Bonds of such maturity and tenor be redeemed, upon payment of 
the principal amount thereof and accrued interest thereon to the date fixed for redemption, 

. without premium. 

Such sinking fund redemption of the 2016 Series C Bonds maturing on November 1, 
__ , November 1, __ and November 1, __ , shall only be made in amounts. equal to, and in 
accordance with, the schedule of principal amounts of 2016 Series C Bonds to be redeemed in 
each such year set forth in Section 108.10 below. 

( c) The provisions of the Indenture relating to redemption of Bonds set forth in 
Sections 4.02, 4.03, 4.04, 4.05 and 4.06 shall apply to the redemption of the 2016 Series C 
Bonds. 

( d) In lieu of redemption of the 2016 Series C Bonds pursuant to the preceding 
paragraph (a), the Commission may purchase such 2016 Series C Bonds at public or private sale 
as and when and at such prices (including brokerage and other charges and illcluding accrued 
interest) as the Commission may in its discretion determine. The par amount of any of such 2016 
Series C Bonds so purchased by the Commission in any twelve-month period ending on 
September 1 in any year shall be credited towards and shall reduce the par amount of such 2016 
Series C Bonqs required to be redeemed pursuant to the .above subsections on the next 
succeeding November 1. 

SECTION 108.10 · 2016 Series C Sinking Fund Account. 

The Trustee shall establish and hold within the Principal Fund established under 
Section 5.02(b) of the Indenture, a 2016 Series C Sinking Fund Account, which the Commission 
hereby covenants and agrees to cause to be maintained, for payment of the Bond Obligation of 
the 2016 Series C Term Bonds. 

The Trustee, on or before October 31 of each year (commencing on or before October 31, 
__J, shall deposit in the 2016 Series C Sinking Fund Account from the Principal Fund moneys 
in an amount sufficient to call and redeem or to pay at maturity, as the case.may be, the principal 
of 2016 Series C Term Bonds in the following respective principal amounts on the next 
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succeeding November 1 in each of the following years (each such deposit of moneys being 
referred to as a "2016 Series C Minimum Sinking Fund Account Payment"). 

The 2016 Series C Term Bonds maturing on November 1, __ are subject to mandatory 
redemption as follows: 

Principal Amount 

$ 
t 

Maturity 

The 2016 Series C Term Bonds maturing on November 1, __ are subject to mandatory 
redemption as follows: 

Principal Amount 

$ 
t 

t Maturity 

During the 12-month period immediately preceding each redemption from the 2016 
Series C Sinking Fund Account, the Commission may satisfy, in whole or in part, the 2016 
Series C Minimum Sinking Fund Account Payment and the redemption therefrom by depositing 
with the Trustee 2016 Series C Term Bonds for cancellation prior to the Trustee's selection of 
the 2016 Series C Term Bonds for redemption. 

All moneys in the 2016 Series C Sinking Fund Account, at the Written Request of the 
Commission, shall be used and withdrawn by the Trustee at any time for the purchase of 2016 
Series C Term Bonds (except that no 2016 Series C Term Bonds maturing in any ye~r shall be 
purchased so long as any 2016 Series C Term Bonds maturing in any earlier year and being of 
like tenor are Outstanding) at public or private sale, as and when and at such prices (including 
brokerage and other charges, but excluding accrued interest, which is payable from the Interest 
·Fund) as the Commission shall direct by Written.Request, but not to exceed the principal thereof, 
and all 2016 Series C Bonds so purchased by the Trustee or deposited by the Commission, shall 
be cancelled and delivered to the Commission; provided, however, that 

i. all moneys in the 2016 Series C Sinking Fund Account on each 
October 15, beginning on October 15, __ and ending on October 15, __ , together 
with any additional sums the Trustee expects to receive for deposit in the 2016 Series C 
Sinking Fund Account after such date arid on or before the next succeeding November 1, 
shall be used and withdrawn by the Trustee solely for the purpose of redeeming the 2016 
Series C Bonds that are subject to redemption under this Section; and 
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ii. the Trustee shafl during each 12-month period beginning with the 
12-month period ending on November 1, __ ,purchase or call and redeem (as herein 
provided) an aggregate amount of 2016 Series C Bonds equal to at least the amount of 
Bond Obligation of the 2016 Series C Bonds identified above in this Section for such 
12-month period reduced by the principal amount of 2016 Series C Term Bonds 
deposited by the Commission with the Trustee, except that if 2016 Series C Tenn Bonds 
of any Term Bond maturity have previously been redeemed or purchased by the Trustee 
or deposited by the Commission in excess of the amount of Bond Obligation of the 2016 
Series C Bonds identified above in this Section, there shall be deemed to have been a 
reduction of the remaining amounts stated above in this Section 108.lO on a 
Proportionate Basis, and further except that moneys in the 2016 Series C Sinking Fund 
Account shall be used, to the extent necessary, to purchase or retire the Outstanding 2016 
Series C Term Bonds at the maturity thereof. 

The Commission hereby covenants and agrees with the Owners of the 2016 Series C 
Bonds to call and redeem 2016 Series C Bonds from the 201_6 Series C Sinking Fund Account 
pursuant to this Section on November 1 in each of the years, and in the amounts, stated above in 
this Section. 

SECTION 108.11 Reserved. 

SECTION 108.12 Continuing Disclosure. 

The Commission hereby covenants and agrees that it will comply with and carry out all 
of the provisions o{ that certain Continuing Disclosure Certificate, dated as of the date of 
issuance of the 2016 Series C Bonds, executed and delivered by the Commission· in connection 
with the issuance of the 2016 Series C Bonds, as it may be supplemented and amended in 
accordance with its terms (the "2016 Series C Continuing Disclosure Certificate"). 
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with 
the 2016 Series C Continuing Disclosure Certificate shall not be considered an Event of Default; 
however, any Participating Underwriter (as such term is defined in the 2016 Series C Continuing 
Disclosure Certificate) or any Bondowner or beneficial owner may take such actions as may be 
necessary and appropriate, including seeking specific performance by court order, to cause the 
Commission to comply with its obligations under this Section, and the sole remedy in the event 
of any failure of the Commission to comply with the 2016 Series C Continuing Disclosure 
Certificate shall be an action to compel performance. 

ARTICLECIX 

MISCELLANEOUS 

SECTION 109.01 Terms of 2016 Series C Bonds Subject to the Indenture. 

Except as expressly provided in this Twenty-Third Supplemental Indenture, every term 
and· condition contained in the Indenture shall apply to this Twenty-Third Supplemental 
Indenture, and to the 2016 Series C Bonds, with the same force and effect as if the same were 
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herein set forth at length, with such omissions, variations and modifications thereof as may be 
appropriate to make the same conform to this Twenty-Third Supplemental Indenture. 

This Twenty-Third Supplemental Indenture and all the terms and provisions herein 
contained shall form part of the Indenture as fully and with the same effect as if all such terms 
and provisions had been set forth in the Indenture. The Indenture is hereby ratified and 
confirmed and shall continue in full force and effect in accordance with the terms and provisions 
thereof, as supplemented and amended hereby. 

SECTION 109.02 Effective Date of Twenty-Third Supplemental Indenture. 

This Twenty-Third Supplemental Indenture shall take effect upon its execution and 
delivery. 

SECTION 109.03 Execution in Counterparts; No Seal Required for Execution. This 
Twenty-Third Supplemental Indenture may be executed in several counterparts, each of which 
shall be deemed an original, and all of which shall constitute but one and the same instrument. 
No seal of the Commission is required for the execution of this Twenty-Third Supplemental 
Indenture. 

ARTICLE ex 

ADDITIONAL CITY REQUIREMENTS 

As used m this Article, "Agreement" means the Indenture. [UPDATE AS 
NECESSARY] 

To the extent of any inconsistency between the provisions in this Article and the 
provisions in prior Articles of this Indenture entitled "City Requirements" or "Additional City 
Requirements," the provisions of this Article shall control. 

SECTION 110.01 Local Business Enterprise Utilization; Liquidated Damages. 

(a) The LBE Ordinance 

The Trustee shall comply with all the requirements of the Local Business Enterprise and 
Non-Discrimination in Contracting Ordinance set forth in Chapter 14B of the San Francisco 
Administrative Code as it now exists or as it may be amended in the future (collectively the 
"LBE Ordinance"), provided such amendments do not materially increase the Trustee's 
obligations or liabilities, or materially diminish the Trustee's rights, under this Twenty-Third 
Supplemental Indenture. Such provisions of the LBE Ordinance are incorporated by reference 
and made a part of this Twenty-Third Supplemental Indenture as though fully set forth in this 
section. The Trustee's willful failure to comply with any applicable provision of the LBE 
Ordinance is a material breach of the Trustee's obligations under this Twenty-Third 
Supplemental Indenture and shall entitle City, subject to any applicable notice and cure 
provisions set forth in this Twenty-Third Supplemental Indenture, to exercise any of the 
remedies provided for under this Twenty-Third Supplemental Indenture, under the LBE 
Ordinance or otherwise available at law or in equity, which remedies shall be cumulative unless 
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this Twenty-Third Supplemental Indenture expressly provides that any remedy" is exclusive. In 
addition, the Trustee shall comply fully with all other applicable local, state and federal laws 
prohibiting discrimination and requiring equal opportunity in contracting, including 
subcontracting. 

(b) Enforcement 

If the Trustee willfully fails to comply with any of the provisions of the LBE Ordinance, 
the rules and regulations implementing the LBE Ordinance, or the provisions of this Twenty
Third Supplemental Indenture pertaining to LBE participation, the Trustee shall be liable for 
liquidated damages in an amount equal to the Trustee's net profit on this Twenty-Third 
Supplemental Indenture, or 10% of the total amount of this Twenty-Third Supplemental 
Indenture, or $1,000, whichever is greatest. The Director of the City's Contracts Monitoring 
Division or any other public official authorized to enforce the LBE Ordinance (separately and 
collectively, the "Director of CMD") may also impose other sanctions against the Trustee 
authorized in the LBE Ordinance, including declaring the Trustee to be irresponsible and 
ineligible to contract with the City for a period of up to five years or revocation of the Trustee's 
LBE certification. The Director of CMD will determine the sanctions to be imposed, including 
the amount of liquidated damages, after investigation pursuant to Administrative Code § 14B.17. 

By entering into this Twenty-Third Supplemental Indenture, the Trustee acknowledges 
and agrees that any liquidated damages assessed by the Director of the CMD shall be payable to 
City upon demand. The Trustee further acknowledges and agrees that any liquidated damages 
assessed may be withheld from any monies due to the Trustee on any contract with City. 

The Trustee agrees to maintain records necessary for monitoring its compliance with the 
LBE Ordinance for a period of three years following termination or expiration of this Twenty
Third Supplemental Indenture, and shall make such records available for audit and inspection by 
the Director of CMD or the Controller upon request. 

SECTION 110.02 Nondiscrimination; Penalties. 

(a) Trustee Shall Not Discriminate 

In the performance of this Twenty-Third·Supplemental Indenture, the Trustee agrees not 
to discriminate against any employee, City and County employee working with the Trustee or 
subcontractor, applicant for employment with the Trustee or subcontractor, or against any person 
seeking accommodations, advantages, facilities, privileges, .services, or membership in all 
business, social, or other establishments or .organizations, on the basis of the fact or perception of 
a person's race, color, creed, religion, national origin, ancestry, age, height, weight, sex, sexual 
orientation, gender identity, domestic partner status, marital status, disability or Acquired 
Immune Deficiency Syndrome or HIV status (AIDS/HIV status), or association with members of 
such protected classes, or in retaliation for opposition to discrimination against such classes. 

(b) Subcontracts 

The Trustee shall incorporate by reference in all subcontracts the prov1s10ns of 
§§12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative Code (copies of which 
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are available from Purchasing) and shall require all subcontractors to comply with such 
prov1s1ons. The Trustee's failure to comply with the obligations in this subsection shall 
constitute a material breach of this Twenty-Third Supplemental Indenture. 

(c) Nondiscrimination in Benefits 

The Trustee does not as of the date of this Twenty-Third Supplemental Indenture and will 
not during the term of this Twenty-Third Supplemental Indenture, in any of its operations in San 
Francisco, on real property owned by San Francisco, or where work is being performed for the 
City elsewhere in the United States, discriminate in the provision of bereavement leave, family 
medical leave, health benefits, membership or membership discounts, moving expenses, pension 
and retirement benefits or travel benefits, as well as any benefits other than the benefits specified 
above, between employees with domestic partners and employees with spouses, and/or between 
the domestic partners and spouses of such employees, where the domestic partnership has been 
registered with a governmental entity pursuant to state or local law authorizing such registration, 
subject to the conditions set forth in §12B.2(b) of the San Francisco Administrative Code. 

( d) Condition to Contract 

As a condition to this Twenty-Third Supplemental Indenture, the Trustee shall execute 
the "Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-
12B-101) with supporting documentation and secure the approval of the form by the San 
Francisco Contracts Monitoring Division (formerly 'Human Rights Commission'). 

( e) Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C of the San Francisco Administrative Code are 
incorporated in this Section by reference arid made a part of this Twenty-Third Supplementa.l 
Indenture as though fully set forth herein. The Trustee shall comply fully with and be bound by 
all of the provisions that apply to this Twenty-Third Supplemental Indenture under such 
Chapters, including but not limited to the remedies provided in such Chapters. Without limiting 
the foregoing, the Trustee understands that pursuant to §§12B.2(h) and 12C.3(g) of the San 
Francisco Administrative Code, a penalty of $50 for each person for each calendar day during 
which such person was discriminated against in violation of the provisions of this Twenty-Third 
Supplemental Indenture may be assessed against the Trustee and/or deducted from any payments 
due the Trustee. 

SECTION 110.03 MacBride Principles-Northern Ireland. Pursuant ·to San 
Francisco Administrative Code §12F.5, the City and County of San Francisco urges companies 
doing business in Northern Ireland to move towards resolving employment inequities, and 
encourages such companies to abide by the MacBride Principles. The City and County of San 
Francisco urges San Francisco companies to do business with corporations that abide by the 
MacBride Principles. By signing below, the person executing this Twenty-Third Supplemental 
Indenture on behalf of the Trustee acknowledges and agrees that he or she has read and 
understood this section. 

SECTION 110.04 Tropical Hardwood and Virgin Redwood Ban. Pursuant to 
§804(b) of the San Francisco Environment Code, the City and County of San Francisco urges 
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contractors not to import, purchase, obtain, or use for any purpose, any tropical hardwood, 
tropical hardwood wood product, virgin redwood or virgin redwood wood product. 

SECTION 110.05 Drug-Free Workplace Policy. The Trustee acknowledges that 
pursuant to the Federal Drug-Free Workplace Act of 1989, the unlawful manufacture, 
distribution, dispensation, possession, or use of a controlled substance is prohibited on City 
premises. The Trustee agrees that any violation of this prohibition by the Trustee, its employees, 
agents or assigns will be deemed a material breach of this Twenty-Third Supplemental Indenture. 

SECTION 110.06 Compliance with Americans with Disabilities Act. The Trustee 
acknowledges that, pursuant to the Americans with Disabilities Act (ADA), programs, services 
and other activities provided by a public entity to the public, whether directly or through a 
contractor, must be accessible to the disabled public. The Trustee shall provide the services 
specified in this Twenty-Third Supplemental Indenture in a manner that complies with the ADA 
and any and all other applicable federal, state and local disability rights legislation. The Trustee 
agrees not to discriminat~ against disabled persons in the provision of services, benefits· or 
activities provided under this Twenty-Third Supplemental Indenture and further agrees that any 
violation of this prohibition on the part of the Trustee, its employees, agents or assigns will 
constitute a material breach of this Twenty-Third Supplemental Indenture. 

SECTION 110.07 Sunshine Ordinance. In accordance with San Francisco 
Administrative Code §67.24(e), contracts, contractors' bids, responses to solicitations and all 
other records of communications between City and persons or firms seeking contracts, shall be 
open to inspection immediately after a contract has been awarded. Nothing in this provision 
requires the disclosure of a private person or organization's net worth or other proprietary 
financial data submitted for qualification for a contract or other benefit until and unless that 
person or organization is awarded the contract or benefit. Information provided which is covered 
by this paragraph will be made available to the public upon request. · 

SECTION 110.08 Limitations on Contributions. Through execution of this Twenty-
Third Supplemental Indenture, the Trustee acknowledges that it is familiar with section 1.126 of 
the City's Campaign and Governmental Conduct Code, which prohibits any person who 
contracts with the City for the rendition of personal .services, for the furnishing of any material, 
supplies or equipment, for the sale or lease of any land or building, or for a grant, loan or loan 
guarantee, from making any campaign contribution to (1) an individual holding a City elective 
office if the contract must be approved by the individual, the board of a state agency on which 
that individual serves, or a board on which an appointee of that individual serves, (2) a candidate 
for the office held by such individual, or (3) a committee controlled by such individual, at any. 
time from the commencement of negotiations for the contract until the later of either the 
termination of negotiations for such contract or six months after the date the contract is 
approved. The Trustee acknowledges that the foregoing restriction applies only ifthe contract or 
a combination or series of contracts approved by the same individual or board in a fiscal year 
have a total anticipated or actual value of $50,000 or more. The Trustee further acknowledges 
that the prohibition on contributions applies to each prospective party to the contract; each 
member of the Trustee's board of directors; the Trustee's chairperson, chief executive officer, 
chief financial officer and chief operating officer; any person with an ownership interest of more 
than 20 percent in the Trustee; any subcontractor listed in the bid or contract; and any committee 
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that is sponsored or controlled by the Trustee. Additionally, the Trustee acknowledges that the 
Trustee must inform each of the persons described in the preceding sentence of the prohibitions 
contained in section 1.126. [The Trustee further agrees to provide to the City the names of each 
person, entity or committee described above.] 

SECTION 110.09 Requiring Minimum Compensation for Covered Employees. 

(a) The Trustee agrees to comply fully with and be bound by all of the provisions of 
the Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative 
Code Chapter 12P (Chapter 12P), including the remedies provided, and implementing guidelines 
and rules. The provisions of Chapter 12P are incorporated herein by reference and made a part 
of this Twenty-Third Supplemental Indenture as though fully set forth. The text of the MCO is 
available on the web at http://www.sfgov.org/olse/mco. A partial listing of some of the Trustee's 
obligations under the MCO is set forth in this Section. The Trustee is required to comply with 
all the provisions of the MCO, irrespective of the listing of obligations in this Section. 

(b) The MCO requires the Trustee to pay the Trustee's employees a minimum hourly 
gross compensation wage rate and to provide minimum compensated and uncompensated time 
off. The minimum wage rate may change from year to year and the Trustee is obligated to keep 
informed of the then-current requirements. Any subcontract entered into by the Trustee shall 
require the subcontractor to comply with the requirements of the MCO and shall contain 
contractual obligations substantially the same as those set forth in this Section. It is the Trustee's 
obligation to ensure that any subcontractors of any tier under this Twenty-Third Supplemental 
Indenture comply with the requirements of the MCO. If any subcontractor under this Twenty
Third Supplemental Indenture fails to comply, the City may pursue any of the remedies set forth 
in this Section against the Trustee. 

( c) · The Trustee shall not take adverse action or otherwise discriminate against an 
employee or other person for the exercise or attempted exercise of rights under the MCO. Such 
actions, if taken within 90 days of the exercise or attempted exercise of such rights, will be 
rebuttably presumed to be retaliation prohibited by the MCO. 

(d) The Trustee shall maintain employee and payroll records as required by the MCO. 
If the Trustee fails to do so, it shall be presumed that the Trustee paid no more than the minimum 
wage required under State law. 

(e) The City is authorized to inspect the Trustee's job sites and conduct interviews 
with employees and conduct audits of the Trustee. 

(f) The Trustee's commitment to provide the Minimum Compensation is a material 
element of the City's consideration for this Twenty-Third Supplemental Indenture. The City in 
its sole discretion shall determine whether such a breach has occurred. The City and the public 
will suffer actual damage that will be impractical or extremely difficult to determine if the 
Trustee fails to comply with these requirements. The Trustee agrees that the sums set forth in 
Section 12P.6.l of the MCO as liquidated damages are not a penalty, but are reasonable 
estimates of the loss that the City and the public will incur for the Trustee's noncompliance. The 
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procedures governing the assessment of liquidated damages shall be those set forth m . 
Section 12P.6.2 of Chapter 12P. 

(g) The Trustee understands and agrees that if it fails to comply with the requirements 
of the MCO, the City shall have the right to pursue any rights or remedies available under 
Chapter 12P (including liquidated damages), under the terms of this Twenty-Third Supplemental 
Indenture, and under applicable law. If, within 30 days after receiving written notice of a breach 
of this Twenty-Third Supplemental Indenture for violating the MCO, the Trustee fails to cure 
such breach or, if such breach cannot reasonably be cured within such period of 30 days, the 

. Trustee fails to commence efforts to cure within such period, or thereafter fails diligently to 
pursue such cure to completion, the City shall have the right to pursue any rights or remedies 
available under applicable law, including those set forth in Section 12P.6(c) of Chapter 12P. 
Each of these remedies shall be. exercisab'le individually or in combination with any other rights 
or remedies available to the City. 

(h) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the intent of the MCO. 

(i) The City may conduct random audits of the Trustee. Random audits shall be 
(i) noticed in advance in writing; (ii) limited to ascertaining whether Covered Employees are 
paid at least the minimum compensation required by the MCO; (iii) accomplished through an 
examination of pertinent records at a mutually agreed upon time and location within ten days of 
the written notice; and (iv) limited to one audit of the Trustee every two years for the duration of 
this Twenty-Third Supplemental Indenture. Nothing in this Twenty-Third Supplemental 
Indenture is intended to preclude the City from investigating any report of an alleged violation of 
the MCO. 

SECTION 110.10 Requiring Health Benefits for Covered Employees. Unless 
exempt, the Trustee agrees to comply fully with and be bound by all of the provisions of the 
Health Care Accountability Ordinance (HCAO), as set forth in San Francisco Administrative 
Code Chapter 12Q, including the remedies provided, and implementing regulations, as the same 
may be amended from time to time. The provisions of Chapter 12Q are incorporated herein by 
reference and made a part of this Twenty-Third Supplemental Indenture as though fully set forth. 
The text of the HCAO is available on the web at www.sfgov.org/olse. Capitalized terms used in 
this Section and not defined in this Twenty-Third Supplemental Indenture shall have the 
meanings assigned to such terms in Chapter 12Q. 

(a) For each Covered Employee, the Trustee shall provide the appropriate health 
benefit set forth in Section 12Q.3 of the HCAO. If the Trustee chooses to offer the health plan 
option, such health plan shall meet the minimum standards set forth by the San Francisco Health 
Commission. 

(b) Notwithstanding the above, if the Trustee is a small business as defined m 
Section 12Q.3(e) of the HCAO, it shall hav'e no obligation to comply with part (a) above. 

(c) The Trustee's failure to comply with the HCAO shall constitute a material breach 
of this Twenty-Third Supplemental Indenture. The City shall notify the Trustee if such a breach 
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has occurred. If, within 30 days after receiving the City's written notice of a breach of this 
Twenty-Third Supplemental Indenture for violating the HCAO, the Trustee fails to cure such 
breach or, if such breach cannot reasonably be cured within such period of 30 days, the Trustee 
fails to commence efforts to cure within such period, or thereafter fails diligently to pursue such 
cure to completion, the City shall have the right to pursue the remedies set forth in 12Q.5(f)(l-6) 
and 12Q.5.1. Ea.eh of these remedies shall be exercisable individually or in combination with any 
other rights or remedies available to the City. 

( d) Any Subcontract entered into by the Trustee shall require the Subcontractor to 
comply with the requirements of the HCAO and shall contain contractual obligations 
substantially the same as those set forth in this Section. The Trustee shall notify City's Office of 
Contract Administration when it enters into such a Subcontract and shall certify to the Office of 
Contract Administration that it has notified the Subcontractor of the obligations under the HCAO 
and has imposed the requirements of the HCAO on Subcontractor through the Subcontract. The 
Trustee shall be responsible for its Subcontractors' compliance with Chapter 12Q. If a 
Subcontractor fails to comply, the City may pursue the remedies set forth in this Section against · 
the Trustee based on the Subcontractor's failure to comply, provided that the City has first 
provided the Trustee with notice and an opportunity to obtain a cure of the violation. 

( e) The Trustee shall not discharge, reduce in compensation, or otherwise 
discriminate against any employee for notifying the City with regard to the Trustee's 
noncompliance or anticipated noncompliance with the requirements of the HCAO, for opposing 
any practice proscribed by the HCAO, for participating in proceedings related to the HCAO, or 
for seeking to assert or enforce any rights under the HCAO by any lawful means. 

( f) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the intent of the HCAO. 

(g) The Trustee shall maintain employee and payroll records in compliance with the 
California Labor Code and Industrial Welfare Commission orders, including the number of hours 
each employee has worked on this Twenty-Third Supplemental Indenture. 

(h) The Trustee shall keep itself informed of the current requirements of the HCAO. 

(i) The Trustee shall provide reports to the City in accordance with any reporting 
standards promulgated by the City under the HCAO, including reports on Subcontractors and 
Subtenants, as applicable. 

G) The Trustee shall provide the City with access to records pertaining to compliance 
with HCAO after receiving a written request from the City to do so and being provided at least 
ten business days to respond. 

(k) The Trustee shall allow the City to inspect the Trustee's job sites and have access 
to the Trustee's employees in order to monitor and determine compliance with HCAO. 

(1) The City may conduct random audits of the Trustee to ascertain its compliance 
with BCAO. The Trustee agrees to cooperate with the City when it conducts such audits. 
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(m) If the Trustee is exempt from the HCAO when this Twenty-Third Supplemental 
Indenture is executed because its fees hereunder are in an amount that is less than $25,000 
($50,000 for nonprofits), but the Trustee later enters into an agreement or agreements that cause 
the Trustee's aggregate amount of all agreements with the City to reach $75,000, all the 
agreements shall be thereafter subject to the HCAO. This obligation arises on the effective date 
of the agreement that causes the cumulative amount of fees frorri agreements between the Trustee 
and the City to be equal to or greater than $75,000 in the fiscal year. 

SECTION 110.11 Prohibition on Political Activity with City Funds. In accordance 
with San Francisco Administrative Code Chapter 12.G, the Trustee may not participate in, 
support, or attempt to infl~ence any political campaign for a candidate or for a ballot measure 
(collectively, "Political Activity") in the performance of the services provided under this 
Twenty-Third Supplemental Indenture. The Trustee agrees· to comply with San Francisco 
Administrative Code Chapter 12.G and any implementing rules and regulations promulgated by 
the City's Controller. The terms and provisions of Chapter 12.G are incorporated herein by this 
reference. In the event the Trustee violates the provisions of this Section, the City may, in 
addition to any other rights or remedies available hereunder, (i) terminate this Twenty-Third 
Supplemental Indenture, and (ii) prohibit the Trustee from bidding on or receiving any new City 
contract for a period of two (2) years. The Controller will not consider the Trustee's use of profit 
as a violation of this Section. 

SECTION.110.12 Conflict of Interest. Through its execution of this Twenty-Third 
Supplemental Indenture, the Trustee acknowledges that it is familiar with the provisions of 
section 15.103 of the City's Charter, Article III, Chapter 2 of City's Campaign and 
Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq. of the 
Government Code of the State of California, and certifies that it does not know of any facts 
which constitute a violation of said provision and agrees that it will immediately notify the City· 
if it becomes aware of any such fact during the term of this Twenty-Third Supplemental 
Indenture. 

SECTION 110.13 Earned Income Credit (EIC) Forms. Administrative Code 
Section 120 requires that employers provide their employees with IRS Form W-5 (The Earned 
Income Credit Advance Payment Certificate) and the IRS EIC Schedule, as set forth below. 
Employers can locate these forms at the IRS Office, on the Internet, or anywhere that Federal 
Tax Forms can be found. 

(a) The Trustee shall provide EIC Forms to each Eligible Employee at each of the 
following times: (i) within thirty days following the date on which this Twenty-Third 
Supplemental Indenture becomes effective (unless the Trustee has already provided such EIC 
Forms at least once during the calendar year in which such effective date falls); (ii) promptly 
after any Eligible Employee is hired by the Trustee; and (iii) annually between January 1 and 
January 31 of each calendar year during the term of this Twenty-Third Supplemental Indenture. 

(b) Failure to comply with any requirement contained in subparagraph (a) of this 
Section shall constitute a material breach by the Trustee of the terms of this Twenty-Third 
Supplemental Indenture. If, within thirty days after the Trustee receives written notice of such a 
breach, the Trustee fails to cure such breach or, if such breach cannot reasonably be cured within 
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such period of thirty days, the Trustee fails to commence efforts to cure within such period or 
thereafter fails to diligently pursue such cure to completion, the City may pursue any rights or 
remedies available under this Twenty-Third Supplemental Indenture or under applicable law. 

(c) Any Subcontract entered into by the Trustee shall require the subcontractor to 
comply, as to the subcontractor's Eligible Employees, with each of the terms of this Section. 

( d) Capitalized terms used in this Section and not defined in this Twenty-Third 
Supplemental Indenture shall have the meanings assigned to such terms in Section 120 of the 
San Francisco Administrative Code. 

SECTION 110.14 Preservative-treated Wood Containing Arsenic. The Trustee may 
not purchase preservative-treated wood products containing arsenic in the performance of this 
Twenty-Third Supplemental Indenture unless an exemption from the requirements of Chapter 13 
of the San Francisco Environment Code is obtained from the Department of the Environment 
under section 1304 of the Environment Code. The term "preservative-treated wood containing 
arsenic" shall mean wood treated with a preservative that contains arsenic, elemental arsenic, or 
an arsenic copper combination, including, but not limited to, chromated copper arsenate 
preservative, ammoniacal copper zinc arsenate preservative, or ammoniacal copper arsenate 
preservative. The Trustee may purchase preservative-treated wood products on the list of 
environmentally preferable alternatives prepared and adopted by the Department of the 
Environment. This provision does not preclude the Trustee from purchasing preservative-treated 
wood containing arsenic for saltwater immersion. The term "saltwater immersion" shall mean a 
pressure-treated wood that is used for construction purposes or facilities that are partially or 
totally immersed in saltwater. 

SECTION 110.15 Protection of Private Information. The Trustee has read and agrees 
to th.e terms set forth in San Francisco Administrative Code sections 12M.2, "Nondisclosure of 
Private Information," and 12M,3, "Enforcement," and in Administrative Code Chapter 12M, 
"Protection of Private Information," which are incorporated herein as if fully set forth. The 
Trustee agrees that any failure of the Trustee to comply with the requirements of Section 12M.2 
of Chapter 12M shall be a material breach of this Twenty-Third Supplemental Indenture. In such 

·an event, in addition to any other remedies available to it under equity or law, the City may 
terminate this Twenty-Third Supplemental Indenture, bring a false claim action against the 
Trustee pursuant to Chapter 6 or Chapter 21 of the Administrative Code, or debar the Trustee. 

SECTION 110.16 Proprietary or Confidential Information of the City. The Trustee 
understands and agrees that, in the performance of the work or services under this Twenty-Third 
Supplemental Indenture or in contemplation thereof~ the Trustee may have access to private or 
confidential information which may be owned or controlled by the City and that such 
information may contain proprietary or confidential details, the disclosure of which to third 
parties may be damaging to the City. The Trustee agrees that all information disclosed by City to 
the Trustee shall be held in confidence and used only in the performance of this Twenty-Third 
Supplemental Indenture. The Trustee shall exercise the same standard of care to protect such 
information as a reasonably prudent contractor would use to protect its own proprietary data. 
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SECTION 110.17 Compliance with Laws. The Trustee shall keep itself fully 
informed of the City's Charter, codes, ordinances and regulations of the City and of all state, and 
federal laws in any manner affecting the performance of this Twenty-Third Supplemental 
Indenture, and must at all times comply with such local codes, ordinances, and regulations and 
all applicable laws as they may be amended from time to time. 

SECTION 110.18 Works for Hire. If, in connection with services performed under 
this Twenty-Third Supplemental Indenture, the Trustee or its subcontractors create artwork, 
copy, posters, billboards, photographs, videotapes, audiotapes, systems designs, software, 
reports, diagrams, surveys, blueprints, source codes or any other original works of authorship, 
such works of authorship shall be works for hire as defined under Title 17 of the United States 
Code, and all copyrights in such works are the property of the City. If it is ever determined that 
any works created by the Trustee or its subcontractors under this Twenty-Third Supplemental 
Indenture are not works for hire under U.S. law, the Trustee hereby assigns all copyrights to such 
works to the City, and agrees to provide any material and execute any documents necessary to 
effectuate such assignment. With the approval of the City, the Trustee may retain and use copies 
of such works for reference and as documentation of its experience and capabilities. 

SECTION 110.19 Resource Conservation. Chapter 5 of the San Francisco 
Environment Code ("Resource Conservation") is incorporated herein by reference. Failure by 
the Trustee to comply with any of the applicable requirements of Chapter 5 will be deem~d a 
material breach of this Twenty-Third Supplemental Indenture. 

SECTION 110.20 Public Access to Meetings and Records. If the Trustee receives 
cumulative total fees per year of at least $250,000 in City funds or City-administered funds and 
is a non-profit organization as defined in Chapter l2L of the San Francisco Administrative Code, 
the Trustee shall comply with and be bound by all the applicable provisions of that Chapter. By 
executing this Twenty-Third Supplemental Indenture, the Trustee agrees to open its meetings 
and records to the public in the manner set forth in §§12L.4 and 12L.5 of the Administrative 
Code. The Trustee further agrees to make good faith efforts to promote community membership 
on its Board of Directors in the manner set forth in §12L.6 of the Administrative Code. The 
Trustee acknowledges that its material failure to comply with any of the provisions of this 
paragraph shall constitute a material breach of this Twenty-Third Supplemental -Indenture. The 
Trustee further acknowledges that such material breach of this Twenty-Third Supplemental 
Indenture shall be grounds for the City to terminate and/or not renew the agreement, partially or 
in its entirety. 

SECTION 110.21 Guaranteed Maximum Costs. 

(a) The City's obligation hereunder shall not at any time exceed the amount certified 
by the Controller for the purpose and period stated in such certification. 

(b) Except·as may be provided by laws governing emergency procedures, officers and 
employees of the City are not authorized to request, and the City is not required to reimburse the 
Trustee for, commodities or services beyond the agreed upon contract scope unless the changed 
scope is authorized by amendment and approved as required by law. 
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( c) Officers and employees of the City are not authorized to offer or promise, nor is 
the City required to honor, any offered or promised additional funding in excess of the maximum 
amount of funding for which the contract is certified without certification of the additional 
amount by the Controller . 

. (d) The Controller is not authorized to make payments on any contract for which 
funds have not been certified as available in the budget or by supplemental appropriation. 

SECTION 110.22 Submitting False Claims; Monetary Penalties. Pursuant to San 
Francisco Administrative Code §ll.35, any contractor, subcontractor or consultant who submits 
a false claim shall be liable to the City for the statutory penalties set forth in that section. A 
contractor, subcontractor or consultant who submits a false claim shall also be liable to the City 
for the costs, including attorneys' fees, of a civil action brought to recover any of those penalties 
or damages, and may be liable to the City for a civil penalty of up to $10,000 for each false 
claim. A contractor, subcontractor or consultant will be deemed to have submitted a false claim 
to the City if the contractor, subcontractor or consultant: (a) knowingly presents or causes to be 
presented to an officer or employee of the City a false claim or request for payment or approval; 
(b) knowingly makes, uses, or causes to be made or used a false record or statement to get a false 
claim paid or approved by the City; (c) conspires to defraud the City by getting a false claim 
allowed or paid by the City; ( d) knowingly makes, uses, or causes to be made or used a false 
record or statement to conceal, avoid, or decrease an obligation to pay or transmit money or 
property to the City; or ( e) is a beneficiary of an inadvertent submission of a false claim to the 
City, subsequently discovers the falsity of the claim, and fails to disclose the false claim to the 
City within a reasonable time after discovery of the false claim. 

SECTION 110.23 Food Service Waste Reduction Requirements. Effective June 1, 
2007, the Trustee agrees to comply fully with and be bound by all of the provisions of the.Food 
Service Waste Reduction Ordinance, as set forth in San Francisco Environment Code Chapter 
16, including the remedies provided, and implementing guidelines and rules. The provisions of 
Chapter 16 are incorporated herein by reference and made a part of this Twenty-Third 
Supplemental Indenture as though fully set forth. This provision is a material term of this 
Twenty-Third Supplemental Indenture. By entering into this Twenty-Third Supplemental 
Indenture, the Trustee agrees that if it breaches this provision, City will suffer actual damages 
that will be impractical or extremely difficult to determine; further, the Trustee agrees that the 
sum of one hundred dollars ($100) liquidated damages for the first breach, two hundred dollars 
($200) liquidated damages for the second breach in the same year, and five hundred dollars 
($500) liquidated damages for subsequent breaches in the same year is a reasonable estimate of 
the damage that the City will incur based on the violation, established in light of the 
circumstances existing at the time this Twenty-Third Supplemental Indenture was made. Such 
amount shall not be considered a penalty, but rather agreed monetary damages sustained by the 
City because of the Trustee's failure to comply with this provision. 

SECTION 110.24 Graffiti Removal. Graffiti is detrimental to the health, safety and 
welfare of the community in that it promotes a perception in the community that the laws 
protecting public and private property can be disregarded with impunity. This perception fosters 
a sense of disrespect of the law that results in an increase in crime; degrades the community and 
leads to urban blight; is detrimental to property values, business opportunities and the enjoyment 
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of life; is inconsistent with the City's property maintenance goals and aesthetic standards; and 
results in additional graffiti and in other properties becoming the target of graffiti unless it is 
quickly removed from public and private property. Graffiti results in visual pollution and is a 
public nuisance. Graffiti must be abated as quickly as possible to avoid detrimental impacts on 
the City and County and its residents, and to prevent the further spread of graffiti. 

The Trustee shall remove all graffiti from any real property owned or leased by the 
Trustee in the City and County of San Francisco within forty eight ( 48) hours of the earlier of the 
Trustee's (a) discovery or notification of the graffiti or (b) receipt of notification of the graffiti 
from the Department of Public Works. This section is not intended to require the Trustee to 
breach any lease or other Twenty-Third Supplemental Indenture that it may have concerning its 
use of the real property. The term "graffiti" means any· inscription, word, figure, marking or 
design that is affixed, marked, etched, scratched, drawn or painted on any building, structure, 
fixture ·or other improvement, whether permanent or temporary, including by way of example 
only and without limitation, signs, banners, billboards and fencing surrounding construction 
sites, whether public or private, without the consent of the owner of the property or the owner's 
authorized agent, and which is visible from the public right-of-way. "Graffiti" shall not include: 
(1) any sign or banner that is authorized by, and in compliance with, the applicable requirements 

. of the San Francisco Public Works Code, the San Francisco Planning Code or the San Francisco 
Building Code; or (2) any mural or other painting or marking on the property that is protected as 
a work of fine art under the California Art Preservation Act (California Civil Code sections 987 
et seq.) or as a work of visual art under the Federal Visual Artists Rights Act of 1990 (17 U.S.C. 
§§ 101 et seq.). 

Any failure of the Trustee to comply with this section of this Twenty-Third Supplemental 
Indenture shall constitute a material breach of this Twenty-Third Supplemental Indenture. 

SECTION 110.25 Agreement Made in California; Venue. The formation, 
interpretation and performance of this Agreement shall be governed by the laws of the State of 
California. Venue for all litigation relative to the formation, interpretation and performance of 
this Agreement shall be in San Francisco. 

SECTION 110.26 Ownership of . Results. Any interest of the Trustee or its 
Subcontractors in drawings, plans, specifications, blueprints, studies, reports, memoranda, 
computation sheets, computer files and media or other documents prepared by the Trustee or its 
subcontractors . in connection with services to be performed under this Twenty-Third 
Supplemental Indenture shall become the property of and will be transmitted to the City. 
However, the Trustee may retain and use copies for reference and as documentation of its 
experience and capabilities. 

SECTION 110.27 Audit and Inspection of Records. The Trustee agrees to maintain 
arid make available to the City, during regular business.hours, accurate books and accounting . 
records relating to its work under this Twenty-Third Supplemental Indenture. The Trustee will 
permit the City to audit, examine and make excerpts and transcripts from such books and 
records, and to make audits of all invoices, materials, payrolls, records or personnel and other 
data related to all other matters covered by this Twenty-Third Supplemental Indenture, whether 
funded in whole or in part under this Twenty-Third Supplemental Indenture." The Trustee shall 
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maintain such data and records in an accessible location and condition for a period of not less 
than three years after final payment under this Twenty-Third Supplemental Indenture or until 
after final audit has been resolved, whichever is later. The State of California or any federal 
agency having an interest in the subject matter of this Twenty-Third Supplemental Indenture 
shall have the same rights conferred upon the City by this Section. 

SECTION 110.28 Subcontracting. The Trustee is prohibited from subcontracting this 
Twenty-Third Supplemental Indenture or any part of it unless such subcontracting is first 
approved by the City in writing. Neither party shall, on the basis of this Twenty-Third 
Supplemental Indenture, contract on behalf of or in the name of the other party. An agreement 
made in violation of this provision shall confer no rights on any party and shall be null and void. 

SECTION 110.29 Assignment. The services to be performed by Trustee are personal 
in character and neither this Twenty-Third Supplemental Indenture nor any duties or obligations 
hereunder may be assigned or delegated by the Trustee unless first approved by the City by 
written instrument executed and approved in the same mann~r as .this Twenty-Third 
Supplemental Indenture. 

SECTION 110 .30 Non-Waiver of Rights. The omission by either party at any time to 
enforce any default or right reserved to it, or to require performance of any of the terms, 
covenants, or provisions hereof by the other party at the time designated, shall not be a waiver of 
any such default or right to which the party is entitled, nor shall it in any way affect the right of 
the party to enforce such provisions thereafter. 

SECTION 110.31 City a Third Party Beneficiary. The City is hereby designated· as a . 
third party beneficiary for the purpose of enforcing all of the obligations of the Trustee contained 
in this Article of this Twenty-Third Supplemental Indenture and to the extent that any other 
rights are given to the City hereunder. 
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IN WITNESS WHEREOF, the parties hereto have executed this· Twenty-Third 
Supplemental Indenture by their officers thereunto duly authorized as of the date and year first 
written above. 

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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U.S. BANK NATIONAL ASSOCIATION, 
as trustee 

Vice President 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

By: 
General Manager 



$ ------

DatedDate 

EXHIBIT AA 

FORM OF 2016 SERIES C BOND 

State of California 

City and County of San Francisco 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BOND 
SERIES C BOND (FEDERALLY TAXABLE) 

Interest Rate Maturity Date 

October_, 2016 November 1, 20_ 

Registered Owner: Cede & Co. 

Principal Amount: DOLLARS 

No.R----

.CUSIPNo. 

The PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN 
FRANCISCO, a commission duly organized and existing under and pursuant to the Charter of 
the City and County of San Francisco and the laws of the State of California (herein called. the 
"Commission"), for value received, hereby promises to pay (but only out of the revenues 
hereinafter referred to) to the registered owner set forth above, or registered assigns, on the 
maturity date set forth above (subject to any right of prior redemption hereinafter provided for), 
the principal sum set forth above by check of the Trustee (as defined below) in lawful money of 
the United States of America, and to pay (but only out of the revenues hereinafter referred. to) 
interest thereon in like lawful money from the interest payment date next preceding the date of 
authentication of this Bond (unless this Bond is authenticated as of a day during the period from 
the 161

h day of the calendar month next preceding any interest payment date to ·and including 
such interest payment date, in which event it shall bear interest from such interest payment date, 
or unless this Bond is authenticated on or before April 15, 2017, in which event it shall bear 
interest from October _, 2016; provided, however, that if, at the time of authentication of any 
Bond, interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default) until payment of such principal sum, 
at the interest rate per annum stated above, payable on May l, 2017 and semiannually thereafter 
on May 1 and November 1 in each year. 

The principal (or redemption price) hereof is payable to the registered owner hereof upon 
the surrender hereof at the corporate trust office of U.S. Bank National Association, in San 
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Francisco, California, as trustee (herein, together with any successor as trustee under the 
Indenture, called the "Trustee"), or such other office designated by the Trustee. The interest 
hereon is payable to the person whose name appears on the bond registration books of the 
Trustee as the registered owner hereof as of the close of business on the 15th day of the calendar 
month immediately preceding an interest payment date, whether or not such day is a business 
day, such interest to be paid, except as otherwise provided in the Indenture, by check mailed to 
such registered owner at such address as appears on such registration books. Interest on this 
Bond shall be calculated on the basis of a 360-day year comprised of twelve 30-day months. 

This Bond is one of a duly authorized issue of revenue bonds of the Commission 
designated as the "San Francisco Water Revenue Bonds" (herein called the "Bonds"), of the 
series and designation indicated on the face hereof (herein called the "2016 Series C Bonds") and 
is a Current Interest Bond (as such term is defined in the Indenture hereinafter referred to). The 
Bonds are not limited in aggregate principal amount and consist or may consist of one or more 
series of varying denominations, dates, maturities, interest rates and other provisions, as in said 
Indenture provided, all issued and to be issued under and pursuant to the provisions of the 
Charter of the City and County of San Francisco and all laws of the State of California 
supplemental thereto, including the Revenue Bond Law of 1941 to the extent made applicable by 
said Charter (herein collectively called the "Law"), and pursuant to an Amended and Restated 
Indenture, dated as of August 1, 2002, between the Trustee and the Commission, as 
supplemented by that certain First Supplemental Indenture, dated as of March 1, 2006, between 
the Trustee and the Commission, that certain Second Supplemental Indenture, dated as of 
August 1, 2006, between the Trustee and the Commission, that certain Third Supplemental 
Indenture, dated as of August 1, 2009, between the Trustee and the Commission, that certain 

. Fourth Supplemental Indenture, dated as of September 1, 2009, between the Trustee and the 
CommiSsion, that certain Fifth Supplemental Indenture, dated as of June 1, 2010, between the 
Trustee and the Commission, that certain Sixth Supplemental Indenture, dated as of June 1, 
2010, between the Trustee and the Commission, authorizing the issuance of the Commission's 
2010 Sub-Series A and C Bonds, that certain Seventh Supplemental Indenture, dated as of 
June 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series B Bonds, that certain Eighth Supplemental Indenture, dated as of 
August 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series D Bonds, that certain Ninth Supplemental Indenture, dated as of 
August 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series E Bonds, that certain Tenth Supplemental Indenture, dated as of 
December 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series F Bonds, that certain Eleventh Supplemental Indenture, dated as 
of December 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series G Bonds, that certain Twelfth Supplemental Indenture,. dated as 
of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series A Bonds, that certain Thirteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series B Bonds, that certain Fourteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series C Bonds and that certain Fifteenth Supplemental Indenture, 
dated as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2011 Sub-Series D Bonds, that certain Sixteenth Supplemental Indenture, 
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-dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series A Bonds, that certain Seventeenth Supplemental Indenture, 
dated as of June-1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series B Bonds, that certain Eighteenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series C Bonds, that certain Nineteenth Supplemental Indenture, 
dated as of August 1, 2012, between the Trustee and the· Commission, authorizing the issuance of 
the Commission's 2012 Series D Bonds, that certain Twentieth Supplemental Indenture, dated as 
of April 1, 2015, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2015 Series A Bonds, that certain Twenty-First Supplemental Indenture, dated as 
of October 1, 2016, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2016 Sub-Series A.Bonds, that certain Twenty-Second Supplemental Indenture, 
dated as of October 1, 2016, between the Trustee and the Commission, authorizing the issuance 
of the Commission's 2016 Sub-Series B Bonds, and that certain Twenty-Third Supplemental 
Indenture; dated as of October 1, 2016, between the Trustee and the Commission, authorizing the 
issuance of the Commission's 2016 Series C Bonds (collectively, with any supplements or 
amendments thereto, the "Indenture"). 

Reference is hereby made to the Indenture (a copy of which is on file at the office of the 
I:rustee) and to the Law for a description of the terms on which the Bonds are issued, the 
provisions with regard to the nature and extent of the Revenu~s (as such term is defined in the 
Indenture) and the rights thereunder (and limitations thereon) of the registered owners of the 
Bonds and the rights, duties and immunities of the Trustee and the rights and obligations of the 
Commission thereunder; and all the terms of the Indenture and the Law are hereby incorporated 
herein and constitute a contract between the Commission and the registered owner of this Bond, 
and to all the provisions thereof the owner of this Bond, by his acceptance hereof, consents and 
agrees. Each owner hereof shall have recourse to all of the provisions of the Law and the 
Indenture and shall be bound by all of the terms and conditions thereof. 

The Bonds are issued to refinance and finance the reconstruction, replacement, expansion 
and repair of or improvements to the water facilities of the Enterprise, as more particularly 
described in the Indenture. The Bonds are special obligations of the Commission and are 
payable, ·as to the principal thereof, interest thereon and any premiums upon the redemption of 
any thereof, from the revenues of the Enterprise (which, as more particularly defined in the 
Indenture, are therein and herein called the "Revenues"). All of the Bonds are equally secured 
by a pledge of, and charge and lien upon, all of the Revenues, and the Revenues constitute a trust 
fund for the security and payment of the interest on and principal of the Bonds; but nevertheless 
out of the Revenues certain amounts may be applied for other purposes prior to the payment of 
the interest on or principal of the Bonds as provided in the Indenture. Additional Series of Bonds 
payable from the Revenues may be issued on a parity with the Bonds of this Series, but only 
subject to the conditions and limitations contained in the Indenture. 

The principal of and interest on this Bond are payable solely from the Revenues, and the 
Commission is not obligated to pay them except from the Revenues. The Commission has no 
taxing power. The general fund of the City and County of San Francisco is not liable, and the 
credit or taxing power of the City and County of San Francisco is not pledged, for the payment 
of the Bonds or their interest. The Bonds are not secured by a legal or equitable pledge of, or 
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-charge, lien or encumbrance upon, any of the property of the Commission or any of its income or 
receipts, except the Revenues. The owner hereof has no right to compel the exercise of any 
taxing power of the City and County of San Francisco. 

· The rights and obligations of the Commission and the owners of the Bonds may be 
modified or amended at any. time in the manner, to the extent and upon the terms provided in the . 
Indenture. 

The 2016 Series C Bonds shall be subject to redemption prior to their stated maturity, at 
the option of the Commission, from any source of available funds, as a whole or in part, and if in 
part by lot within such maturity, on any date on or after May 1, 20_, at a redemption price 
equal to 100% of the principal amount of the 2016 Series C Bonds to be redeemed, plus accrued 
interest thereon to the date fixed for redemption, without premium. 

The 20i6 Series C Bonds maturing on November 1, __ , November 1, and 
November 1, __ , and payable from the 2016 Series C Sinking Fund Account, are further 
subject to redemption prior to their stated maturity, from the 2016 Series C Sinking Fund 
Account, on any November 1 on or after November 1,· __ , November 1, __ and November 
1, __ , respectively, by lot within any such maturity if less than all of the 2016 Series C Bonds 
of such maturity and tenor be redeemed, upon payment of the principal amount thereof and 
accrued interest thereon to the date fixed for redemption, without premium, in accordance with 
the schedules shown below. 

The 2016 Series C Term Bonps maturing on November 1, __ are subject to mandatory 
redemption as follows: 

Principal Amount 

t . $ 

Maturity 

The 2016 Series C Term Bonds maturing on November 1, __ are subject to mandatory 
redemption as follows: 

Principal Amount . 

$ 
t 

Maturity 
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The 2016 Series C Term Bonds maturing on and November 1, 
mandatory redemption as follows: 

Principal Amount 

$ 
t 

t Maturity 

are subject to 

As provided in the Indenture, notice of redemption shall be mailed, not less than 30 nor 
more than 60 days prior the redemption date, to the registered owner of this Bond. 

If this Bond is called for redemption and payment is duly provided therefor as specified 
in the Indenture, interest shall cease · to accrue hereon from and after the date fixed for 
redemption. 

The 2016 Series C Bonds are issuable as fully registered Bonds without coupons in the 
denomination of $5,000 or any integral multiple thereof provided that no Bond shall have 
principal maturing on more than one principal payment date. Subject to the limitations and 
conditions and upon payment of the charges, if any, as provided in the Indenture, 2016 Series C 
Bonds may be exchanged for a like aggregate principal amount of 2016 Series C Bonds of the 
same series, tenor and maturity of other authorized denominations. 

This Bond is transferable by the registered· owner hereof, in person or by his attorney 
duly authorized in writing, at said office of the Trustee, but only in the manner, subject to the 
limitations and upon payment of the charges provided in the Indenture,· and upon surrender and 
cancellation of this Bond. Upon such transfer a new fully registered Bond or Bonds, of 
authorized denomination or denominations and of the same series and tenor, for the same 
aggregate principal amount will be. issued to the transferee in exchange herefor. 

The Commis.sion and the Trustee may treat the registered owner hereof as the absolute 
owner hereof for all purposes, and the Commission and the Trustee shall not be affected by any 
notice to the contrary. 

It is hereby certified that all of the conditions, things and acts required to exist, to. have 
happened or to have been performed precedent to and in the issuance of this Bond do exist, have 
happened or have been performed in due and regular time, form and manner as required by the 
Law and the laws of the State of California, and that the amount of this Bond, together with all 
other obligations of the· Commission, does not exceed any limit prescribed by the Law or any 
laws of the State of California, and is not in excess of the amount of Bonds permitted to be 
issued under the Indenture. · 
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This Bond shall not be entitled to any benefit under the Indenture, or become valid or 
obligatory for any purpose, until .the certificate of authentication and registration hereon 
endorsed have been signed by the Trustee. 
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DTCLEGEND 

Unless this bond is presented by an authorized representative of The Depository Trust 
Company, a New York corporation ("DTC"), to the Commission or its agent for registration of 
transfer, exchange, or payment, and any certificate issued is registered in the name of Cede & 
Co. or in such other name as is requested by an authorized representative of DTC (and any 
payment is made to Cede & Co. or to such other entity as is requested by an authorized 
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR 
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the 
registered owner hereof, Cede & Co., has an interest herein. 
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IN WITNESS WHEREOF, the Public Utilities Commission of the City and County of 
San Francisco has caused this Bond to be executed on its behalf, signed by the manual or 
facsimile signatures of its General Manager and of the Controller of the City and County of San 
.Francisco and countersigned by the manual or facsimile signature of its Secretary, all as of Dated 
Date. · 

Countersigned: 

Secretary of the Commission 
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PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

General Manager of the Commission 

Controller of the City and County 
of San Francisco 
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[FORM OF TRUSTEE'S CERTIFICATE OF AUTHENTICATION 
AND REGISTRATION TO APPEAR ON THE 2016 SERIES C BONDS] 

This Bond is one of the Bonds described in the within-mentioned Indenture, which has 
been authenticated and registered on the date set forth below. 

Dated: Dated Date 
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U.S. BANK NATIONAL ASSOCIATION, 
as·Trustee 

By: 
Authorized Officer 
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[FORM OF ASSIGNMENT] 

For value received the undersigned do(es) hereby sell, assign and transfer unto 
___________ the within-mentioned Registered Bond and hereby irrevocably 
coristitute(s) and appoint(s) attorney, to transfer the same on the books 
of the Trustee with full power of substitution in the premises. 

SIGNATURE GUARANTEED BY: 

NOTICE: 
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Signature must be guaranteed by a member firm of the New York Stock 
Exchange or a commercial bank or trust company. 
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NORTON ROSE DRAFT 
8/19/16 

TWENTY-SECOND SUPPLEMENTAL INDENTURE 

by and between 

U.S. BANK NATIONAL ASSOCIATION, as Trustee 

and 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

Dated as of October 1, 2016 

AUTHORIZING THE ISSUANCE OF 
$[PARAMOUNT] AGGREGATE PRINCIPAL AMOUNT OF 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS 
2016 SERIES AB 

2016 SUB-SERIES B (REFUNDING) 

(Supplemental to the Amended and Restated Indenture, 
dated as of August 1, 2002, as amended and supplemented) 
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TWENTY-SECOND SUPPLEMENTAL INDENTURE 
(Supplemental to the Amended and Restated Indenture, 

dated as of August 1, 2002, as amended and supplemented) 
Authorizing the Issuance of 

$[PAR AMOUNT] Aggregate Principal Amount of 
Public Utilities Commission of the 
City and County of San Francisco 

San Francisco Water Revenue Bonds 
2016 Series AB 

2016 Sub-Series B (REFUNDING) 

This Twenty-Second Supplemental Indenture, dated as of October 1, 2016 (this "Twenty
Second Supplemental Indenture"), by and between U.S. BANK NATIONAL ASSOCIATION, a 
national banking association duly organized and existing under and by virtue of the laws of the 
United States of America, as trustee (the "Trustee"), and the PUBLIC UTILITIES 
COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO (the "Commission"), a 
commission duly constituted under the Charter (the "Charter") of the City and County of San 
Francisco (the "City"); 

WITNESSETH: 

WHEREAS, this Twenty-Second Supplemental Indenture is supplemental to the 
Amended and Restated Indenture, dated as of August 1, 2002, between the Commission and the 
Trustee, as amended and supplemented (the "Indenture"); 

WHEREAS, pursuant to Proposition E of 2002, and various ordinances and resolutions 
adopted by the Board and this Commission thereunder, there are outstanding, as of September 1, 
2016, $ aggregate principal amount of Bonds issued pursuant to this Indenture; 
and, 

WHEREAS, the 1991 Series A Bonds, the 2002 Series A Bonds, the 2006 Refunding 
Series B Bonds, the 2006 Refunding Series C Bonds, the 2009 Series A Bonds, the 2009 Series 
B Bonds, the 2010 Series ABC Bonds, the 2010 Series DE Bonds, the 2010 Series FG Bonds, 
the 2011 Series ABCD Bonds, the 2012 Series ABC Bonds, the 2012 Series D Bonds, the 2015 
Refunding Series A Bonds, and the 2016 Series AB Bonds (each as defined in the Indenture) are 
the only water revenue bonds of the Commission currently outstanding and secured by 
Revenues; 

WHEREAS, the Indenture provides that the Commission may, subject to the 
requirements of the Law (as defined herein) and the Indenture, issue one or more other series of 
Bonds from time to time pursuant to a supplemental indenture; 

WHEREAS, the Commission has determined to issue a series of Bonds under this 
Twenty-Second Supplemental Indenture designated "San Francisco Water Revenue Bonds, 2016 
Sub-Series B (Refunding)" in the aggregate original principal amount of $[PAR AMOUNT] to 
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[defease and refund [all][a portion] of the outstanding 20_ [Refunding] Series_ Bonds; and 
[all] [a portion] of the outstanding 20_ [Refunding] Series_· Bonds]; and (ii) a series of Bonds 
under the Indenture. designated "San Francisco Water Revenue Bonds, 2016 Sub-Series B 
(Refunding)" (the "2016 Sub-Series B Bonds") in the aggregate principal amount of$ ___ _ 
to [defease and refund [all][a portion] of the outstanding 20_ [Refunding] Series_ Bonds; 
and [all] [a portion] of the outstanding 20_ [Refunding] Series_ Borids]; 

WHEREAS, the 2016 Series AB Bonds will be issued by the Commission under the 
Indenture as a Series of Bonds payable on a parity with the other Outstanding Series of Bonds; 

WHEREAS, the conditions and limitations contained in the Law and the Indenture will 
be satisfied at the time of issuance of the 2016 Series AB Bonds; . 

WHEREAS, in order to provide for the issuance of the 2016 Sub-Series B Bonds, to 
establish and declare the terms and conditions upon which the 2016 Sub-Series B Bonds are to 

·be issued and to secure the payment of the principal thereof, and premium, if any, and interest 
thereon, the Commission has authorized the execution and delivery of this Twenty-Second 
Supplemental Indenture; and 

WHEREAS, all acts, conditions and things required by law to. ex.ist, to have happened 
and to have been performed precedent to and in connection with the execution and the entering 
into of this Twenty-Second Supplemental Indenture do exist, have happened and have been 
performed in regular and due time, form and manner as required by law, and the parties hereto 
are now duly authorized to execute and enter into this Twenty-Second Supplemental Indenture; 

NOW, THEREFORE, the parties hereto agree, as follows: 

ARTICLE cm 

DEFINITIONS 

SECTION 103.01 Definitions. The terms defined in this section shall, for all 
purposes of this Twenty-Second Supplemental Indenture, have the meanings herein specified, to 
be equally applicable to both the singular and plural forms of any of the terms herein defined. 
Terms defined in the Indenture not otherwise defined herein (including the preamble hereto) 
shall have the meanings specified therei~. 

ARTICLE CIV 

PROVISIONS RELATING TO 2016 SUB-SERIES B BONDS 

SECTION 104.01 Authorization and Terms of 2016 Sub-Series B Bonds. Bonds of 
the Commission in the additional aggregate principal amount of $[PAR AMOUNT] are hereby 
authorized to be issued under the Charter and the Law and pursuant to the Indenture. 

(a) Such Bonds are designated as the "San Francisco Water Revenue Bonds, 2016 
Sub-Series B (Refunding)" (the "2016 Sub-Series B Bonds"). The aggregate principal amount of 
2016 Sub-Series B Bonds that may be issued and Outstanding under this Twenty-Second 
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Supplemental Indenture shall be $[PAR AMOUNT], except as may be otherwise provided in 
Section 2.08 of the Indenture. The 2016 Sub-Series B Bonds shall be of the tenor known as 
Current Interest Bonds. 

The 2016 Sub-Series B Bonds shall be initially registered in the name of "Cede & Co.," 
as nominee of The Depository Trust Company, New York, New York, and shall be evidenced by 
one 2016 Sub-Series B Bond maturing on each maturity date in a denomination corresponding to 
the total principal designated to mature on such date. Registered ownership of the 2016 Sub
Series B Bonds, or any portion thereof, may not thereafter be transferred except as set forth in 
Section 104.03 herein. 

The 2016 Sub-Series B Bonds shall be issued as fully registered Bonds without coupons 
in the denominations .of $5,000 or any integral multiple thereof; provided that no 2016 Sub
Series B Bond shall have principal maturing on more than one principal maturity date. The 2016 
Sub-Series B Bonds shall be dated as of the date of delivery thereof, and shall accrue interest 
from such date. 

· (b) The 2016 Sub-Series B Bonds shall mature on November 1 on the following dates 
and in the following amounts an:d shall bear interest at the following rates per annum payable on 
May 1, 2017, and semiannually thereafter on May 1 and November 1 in each year, calculated on 
the basis of a 360-day year consisting of twelve 30-day months: 
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Maturity Date 
(November 1) Principal Amount Interest Rate 

The 2016 Sub-Series B Bonds are hereby designated as Serial Bonds. [Add Term Bonds, 
if applicable] 

(c) The principal of and premium, if any, on the 2016 Sub-Series B Bonds shall be 
payable by check or wire transfer (as described.in the next paragraph) in lawful money of the 
United States of America to the Owner thereof, upon the surrender thereof at the corporate trust 
office of U.S. Bank National Association, in San Francisco, California, as Trustee, or such other 
office designated by the Trustee. 

The interest on the 2016 Sub-Series'B Bonds shall be payable in like lawful money to the 
person whose name appears on the bond registration books of the Trustee as the Owner thereof 
as of the close of business on the 15th day of the calendar month immediately preceding an 
interest payment date, whether or not such day is a Business Day, such interest to be paid by 
check mailed to such Owner at such address as appears on such registration books or at such 
address as such Owner may have filed with the Trustee for that purpose, or at the request of an 
Owner of at least $1,000,000 in aggregate principal amount of 201() Sub-Series B Bonds filed . 
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with the Trustee by such 15th day, by wire transfer to such account designated in such request at 
a financial institution in the United States. 

( d) Each 2016 Sub-Series :i3 Bond shall bear interest from the interest payment date 
next preceding the date of authentication thereof unless it is authenticated as of a day during the 
period from the 16th day of the calendar month next preceding any interest payment date to the 
interest payment date, inclusive, in which event it shall bear interest from such interest payment · 
date, or unless it is authenticated on or before April 15, 2017, in which event it shall bear interest 
from October _, 2016; provided, however,· that if, at the tirp.e of authentication of any Bond, 
interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default. 

(e) The 2016 Sub-Series B Bonds shall be subject to redemption prior to their 
respective stated maturities, at the option of the Commission, from any source of available funds, 
as a whole or in part, from such maturities or portions of maturities as are determined by the 
Commission, and if in part by lot within any one maturity, on any date on or after May 1, __ , 
at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series B Bonds to 
be redeemed, plus accrued interest thereon to the date fixed for redemption, without premium. 

(f) The Trustee shall assign each .2016 Sub-Series B Bond authenticated and 
registered by it a distinctive letter or number, or letter. and number, and shall maintain a record 
thereof which shall be available to the Commission for inspection. 

(g) There shall be no Required Reserve for the 2016 Sub-Series B Bonds. 

(h) The Commission has reviewed all proceedings heretofore taken relative to the 
authorization of the 2016 Sub-Series B Bonds and has found, as a.result of such review, that all 
conditions, things and acts required by law to exist, happen or be performed precedent to and in 
"the issuance of the 2016 Sub-Series B Bonds do exist, have happened and have been performed 
in due time, forn;i and manner as required by law, and the Commission is authorized, pursuant to 
each and every requirement of law, to issue the 2016 Sub-Series B Bonds in the manner and 
form provided in this Twenty-Second Supplemental Indenture. 

SECTION 104.02 Form of 2016 Sub-Series B Bonds. The 2016 Sub-Series B Bonds 
and the Trustee's certificates of authentication and registration and the form of assignment to 
appear thereon shall be in substantially the form set forth as Exhibit Z to this Twenty-Second 
Supplemental Indenture, with necessary or appropriate variations, omissions and insertions as 
permitted or required by this Twenty-Second Supplemental Indenture. 

Pursuant to Section 3.06 and 9.0l(b) of the Indenture, execution of the 2016 Sub-Series B 
Bonds does not require the seal of the Commission. 
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SECTION 104.03 Use of Depository. 

(a) The 2016 Sub-Series B Bonds shall be initially registered as provided in Section 
104.01 hereof. Registered ownership of the 2016. Sub-Series B Bonds, or any portions thereof, 
may not thereafter be transferred except: 

i. to any successor of The Depository Trust Company or its nominee, or 
of any substitute depository designated pursuant to clause (ii) of this subsection (a) (a 
"Substitute Depository"); provided that any successor of The Depository Trust Company 
or Substitute Depository shall be qualified under any applicable laws to provide the 
service proposed to be provided by it; 

ii. to any Substitute Depository not objected to by the Trustee, upon (1) 
the resignation of The Depository Trust Company or its successor (or any Substitute 
Depository or its successor) from its functions as depository, or (2) a determination by 
the Commission that The Depository Trust Company (or its successor) is no longer able 
to carry out its functions as depository; provided that any such Substitute Depository 
shall be qualified under any applicable laws to provide the services proposed to be 
provided by it; or 

iii. to any person as provided below, upon (1) the resignation of The 
Depository Trust Company or its successor (or any Substitute Depository or its 
successor) from its functions as depository, or (2) a determination by the Commission to 
remove The Depository Trust Company or its successor (or Substitute Depository or its 
successor) from its functions as depository. 

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) of 
this Section, upon receipt of all Outstanding 2016 Sub-Series B Bonds by the Trustee,· together 
with a Written Request of the Commission to the Trustee designating the Substitute Depository, 
a single new 2016 Sub-Series B Bond, which the Commission shall prepare or cause to be 
prepared, shall be executed and delivered for each maturity of 2016 Sub-Series B Bonds then 
Outstanding, registered in the name of such successor or such Substitute Depository, or their 
nominees, as the case may be, all as specified in such Written Request of the Commission. 

( c) In the case of any transfer pursuant to clause (iii) of subsection (a) of this Section, 
upon receipt of all Outstanding 2016 Sub-Series B Bonds by the Trustee, together with a Written 
Request of the Commission to the Trustee, new 2016 Sub-Series B Bonds, which the 
Commission shall prepare or cause to be prepared in definitive form, shall be executed and 
delivered in such denominations and registered in the names of such persons as are requested in 
such Written Request of the Commission, subject to the limitations of Section 104.01 hereof, 
provided that the Trustee shall not be required to deliver such new 2016 Sub-Series B Bonds 
within a period less than 60 days after the date of receipt of such Written Request from the 
Commission. 

(d) In the case of a partial redemption or an advance refunding of any 2016 Sub-
Series B Bonds evidencing a portion of the principal maturing in a particular year, The 
Depository Trust Company or its successor (or any Substitute Depository or its successor) shall 
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make an appropriate notation on such 2016 Sub-Series B Bonds indicating the date and amounts 
of such reduction in principal, in form acceptable to the Trustee. The Trustee shall not be liable 
for such Depository's (or any Substitute Depository's) failure to make such notations or errors in 
making such notations. 

( e) The Commission and the Trustee shall be entitled to treat the person in whose 
name any 2016 Sub-Series B Bond is registered as the Owner thereof for all purposes of the 
Indenture and any applicable laws, notwithstanding any notice to the contrary received by the 
Trustee or the Commission; and the Commission and the Trustee shall not have responsibility for 
transmitting payments to, communicating with, · notifying, or otherwise dealing with any 
beneficial owners of the 2016 Sub-Series B Bonds. Neither the Commission nor the Trustee 
shall have any responsibility or obligation, legal or otherwise, to any such beneficial owners or to 
any other party, including The Depository Trust Company or its successor (or Substitute 
Depository or its successor), except to the Owner of any 2016 Sub-Series B Bonds, and the 
Trustee may rely conclusively on its records as to the identity of the Owners of the 2016 Sub
Series B Bonds. 

(f) Notwithstanding any other prov1s10n of this Twenty-Second Supplemental 
Indenture· and so long as all Outstanding 2016 Sub-Series B Bonds are registered in the name of 
Cede & Co. or its registered assigns, the Commission and the Trustee shall cooperate with 
Cede & Co., as sole registered Bondowner, and its registered assigns, in effecting payment of the 
principal of and redemption premium, if any, and interest cin the 2016 Sub-Series B Bonds by 
arranging for payment in such manner that funds for such payments are properly identified and 
are made available on the date they are due all in accordance with the letter of representations 
delivered by the Commission and the Trustee to The Depository Trust Company with respect to 
the 2016 Sub-Series B Bonds, the provisions of which the Trustee may rely upon to implement 
the foregoing procedures notwithstanding any inconsistent provisions herein. 

SECTION 104.04 Issuance of 2016 Sub-Series B Bonds. 

(a) At any time after the execution of this Twenty-Second Suppiemental Indenture, 
the Commission may execute and the Trustee may authenticate and, upon a Written Request or 
Certificate of the Commission, deliver 2016 Sub-Series B Bonds in the aggregate principal 
amount of $[PAR AMOUNT] to the initial purchasers thereof specified in such Written Request 
or Certificate. 

SECTION 104.05 Application of Proceeds of 2016 Sub-Series B Bonds. 

(a) The original purchaser of the 2016 Sub-Series B Bonds will pay and deliver the 
purchase price of the 2016 Sub-Series B Bonds (including any good faith deposit paid prior to 
the Closing Date) equal to $ to the Trustee, who shall deposit and transfer this 
amount, together with $ from the Principal Fund (representing amounts on deposit 
for the Bonds) and $ from the Interest· Fund (representing 
$ on deposit for the Bonds and $ on deposit for 
the Bonds), as follows: 
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. I . The Trustee shall deposit $ in a separate fund to be known as 
the "2016 Series AB Costs of Issuance Fund," which the Trustee hereby agrees to 
establish and maintain. 

2. The Trustee shall transfer remainder of such sum, in the amount of 
$ , to the Escrow Agent to be applied pursuant to the terms of the 
Escrow Agreement. 

(b) Before any payment is made by the Trustee to pay costs of issuance from the 
2016 Series AB Costs of Issuance Fund, the Commission shall cause to be filed with the Trustee 
a Written Requisition of the Commission showing with respect to each payment to be made: 

l. the item number of the payment; 

2. the name and address of the person to whom payment is due; 

3. the amount to be paid; and 

4. the purpose for which the obligation to be paid was incurred. 

Each such Written Requisition shall state, and shall be sufficient evidence to the Trustee: 

(y) that obligations in the stated amounts have been incurred by the 
Commission and that each item thereof is a proper charge; and 

(z) that there has not been filed with or served upon the Commission notice of 
any lien, right to lien or attachment upon, or claim affecting the right to receive payment 
of, any of the moneys payable to any of the persons named in such Written Requisition, 
which has not been released or will not be released simultaneously with the payment of 
such obligation. 

Upon receipt of each such Written Requisition, the Trustee will pay the amounts set forth 
in such Written Requisition as directed by the terms hereof. The Trustee need not make any such 
payment if it has received notice of any lien, right to lien or attachment upon, or claim affecting 
the right to receive payment of, any of _the moneys to be so paid, which has not been released or 
will not be released simultaneously with such payment. 

When all costs of issuance have been paid, the Commission shall deliver a Certificate of 
the Commission stating such fact to the Trustee (as described in clause ( c) below). 

( c) The money in the 2016 Series AB Costs of Issuance Fund shall be used and 
disbursed in the manner provided herein for the purpose of paying all costs of issuance incidental 
to or connected with the issuance of the 2016 Sub-Series B Bonds (or for making 
reimbursements to the Commission or any other person, firm or corporation for such costs 
theretofore paid by such person or it). 

Any balance of money remaining in the 2016 Series AB. Costs of Issuance Fund after the 
payment of all costs incidental to or connected with the issuance of the 2016 Sub-Series B Bonds 
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(as certified to the Trustee by the Commission pursuant to the final paragraph of clause (b) above 
or on April_, 2017, whichever is earlier, shall be transferred by the Trustee to the Commission 
and the 2016 Series AB Costs oflssuance Fund shall be closed; 

SECTION 104.06 Establishment and Application of the 2016 Sub-Series B Rebate 

(a) The Trustee shall establish and maintain a fund separate from any other fund 
established and maintained hereunder to be known as the "2016 Sub-Series B Rebate Fund" (for 
purposes of this Article, the "Rebate Fund"). Within the Rebate Fund, the Trustee shall maintain 
such accounts as it is instructed by the Commission as necessary in order to comply with the 
terms and requirements of the Tax Certificate with respect to the 2016 Sub-Series B Bonds, 
dated the date of issuance of the 2016 Sub-Series B Bonds (for purposes of this Article, the "Tax 
Certificate"). 

Subject to the transfer provisions provided in paragraph ( e) below, all money at any time 
deposited in the Rebate Fund shall be held by the Trustee for the account of the Commission in 
trust, to the extent required to satisfy the requirements for rebate, as set forth in the Tax 
Certificate (for purposes of this Article, the "Rebate Requirement"), for payment to the federal 
government of the United States of America, and no other person shall have any rights in or 

· claim to such money. All amounts deposited into or on deposit in the Rebate Fund shall be 
governed by this Section, by Section 104.07 hereof and by the Tax Certificate (which is 
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied 
with such provisions and fulfilled its obligation with respect to rebate as long as it follows the 
written directions of the Commission, including supplying all necessary information in the 
manner provided in the Tax Certificate. The Trustee shall not be required to take any actions 
under this Section, Section 104.07 hereof or the Tax Certificate in the absence of written 
directions by the Commission, and shall have no liability or responsibility to enforce complian~e 
by the Commission with the terms of the Tax Certificate nor make computations in connection 
therewith. 

(b) Upon the Commission's written direction, an amount shall be deposited in the 
Rebate Fund by the Trustee from deposits by the Commission so that the balance of the amount 
on deposit therein equals the Rebate Requirement. Computations of the Rebate Requirement 
shall be furnished by or on behalf of the Commission in accordance with the Tax Certificate. 

( c) The Trustee shall have no obligation to rebate any amounts required to be rebated 
pursuant to this Section, other than from moneys held in the funds and accounts created under 
the Indenture or from other moneys provided to it by or on behalf of the Commission. 

( d) The Trustee shall invest all amounts held in the Rebate Fund in Permitted 
Investments as instructed in writing by the Commission, subject to the restrictions set forth in the 
Tax Certificate. Moneys shall not be transferred from the Rebate Fund except as provided in 
paragraph (e) below. 

(e) Upon receipt of the Commission's written directions, the Trustee shall remit part 
or all of the balances in the Rebate Fund to the United States, as so directed. In addition, ifthe 
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Commission so directs, the Trustee will deposit moneys into or transfer moneys out of the 
Rebate Fund from or into such accounts or funds as directed by the Commission's written 
directions. Any funds remaining in the Rebate Fund after redemption and payment of all of the 
2016 Sub-Series B Bonds and payment and satisfaction of any Rebate Requirement shall be 
withdrawn and remitted to the Commission Upon the Commission's written request. 

(f) Notwithstanding any other provision of the Indenture, the obligation to remit the 
Rebate Requirement to the United States and to comply with all other requirements of this 
Section, Section 104.07 hereof and the Tax Certificate shall survive the defeasance or payment in 
full of the 2016 Sub-Series B Bonds. 

SECTION 104.07 Tax Covenants. 

The Commission covenants that it will not take any action, or fail to take any action, if 
any such action or failure to take action would adversely affect the exclusion from gross income 
of the interest on the 2016 Sub-Series B Bonds under Secti.on 103 of the Code. 

The Commission will not directly or indirectly use or permit the use of any proceeds of 
the 2016 Sub-Series B Bonds or any other funds of the Commission, or take or omit to take any 
action that would cause the 2016 Sµb-Series B Bonds to be "arbitrage bonds" within the meaning 
of Section 148(a) of the Code. To that end, the Commission will comply with all requirements 
of Section 148 of the Code to the extent applicable to the 2016 Sub-Series B Bonds. If at any 
time the Commission is of the opinion that for purposes of this Section it is necessary to restrict 
or limit the yield on the investment of any moneys held by the Trustee under the Indenture or 
otherwise, the Commission shall so instruct the Trustee in writing, and the Trustee shall take 
such action as required by such instructions. 

Without limiting the generality of the foregoing, the Commission agrees that there shall . 
be paid from time to time all amounts required to be rebated to the United States pursuant to 
Section 148(f) of the Code and any temporary, proposed or final Treasury Regulations as may be 
applied to the 2016 Sub-Series B Bonds from time to time. This covenant shall survive payment 
in full or defeasance of the 2016 Sub-Series B Bonds. The Commission specifically covenants to 
pay or cause to be paid to the United States, at the times and in the amounts determined under 
Section 104.06 hereof, the Rebate Requirement.· The Trustee agrees to comply with all written 
instructions of the Commission given in accordance with the Tax Certificate. 

Notwithstanding any provision of this Section and Section 104.06 hereof, if the 
Commission provides to the Trustee an opinion of nationally recognized bond counsel to the 
effect that any action required under this Section and Section 104.06 hereof or under the Tax 

. Certificate is no longer required, or to the effect that some further action is required, to maintain 
the exclusion from gross income of the interest on the 2016 Sub-Series B Bonds under 
Section 103 of the Code, the Commission and the Trustee may rely conclusively on such opinion 
in complying with the provisions hereof, and the covenants hereunder shall be deemed to be· 
modified to that extent. · 
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The Commission shall assure that the proceeds of the 2016 Sub-Series B Bonds are not 
so used as to cause the 2016 Sub-Series B Bonds to satisfy the private business tests of 
section 141 (b) of the Code or the private loan financing test of section 141 ( c) of the Code. 

The Commission shall not take any action or permit or suffer any action to be taken if the 
result of the same would be to cause any of the 2016 Sub-Series B Bonds to be "federally· 
guaranteed" within the meaning of section 149(b) of the Code. 

SECTION 104.08 Continuing Disclosure. 

The Commission hereby covenants and agrees that it will comply with and carry out all 
of the provisions of that certain Continuing Disclosure Certificate, dated as of the date of 
issuance of the 2016 Sub-Series B Bonds, executed and delivered by the Commission in 
connection with the issuance of the 2016 Series AB Bonds, as it may be supplemented and 
amended in accordance with its terms (the "2016 Series AB Continuing Disclosure Certificate"). 
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with 
the 2016 Series AB Continuing Disclosure Certificate shall not be considered an Event of 
Default; however, any Participating Underwriter (as such term is defined in the 2016 Series AB 
Continuing Disclosure Certificate) or any Bondowner or beneficial owner may take such actions 
as may -be necessary and appropriate, including seeking specific performance by court order, to 
cause the Commission to comply with its obligations under this Section, and the sole remedy in 
the event of any failure of the Commission to comply with the 2016 Series AB Continuing 
Disclosure Certificate shall be an action to compel performance. 

ARTICLE CV 

. MISCELLANEOUS 

SECTION 105.01 Terms of 2016 Sub-Series B Bonds Subject to the Indenture. 

Except as expressly provided in this Twenty-Second Supplemental Indenture, every term 
and condition contained in the Indenture shall apply to this Twenty-Second Supplemental 
Indenture, and to the 2016 Sub-Series B Bonds, with the same force and effect as if the same 
were herein set forth at length, with such omissions, variations and modifications thereof as may 
be appropriate to make the same conform to this Twenty-Second Supplemental Indenture. 

This Twenty-Second Supplemental Indenture and all the terms and provisions herein 
contained shall form part of the Indenture as fully and with the same effect as if all such terms 
and provisions had been set forth in the Indenture. The Indenture is hereby ratified and 
confirmed and shall continue in full force and effect in accordance with the terms and provisions 
thereof, as supplemented and amended hereby. 

SECTION 105.02 Effective Date of Twenty-Second Supplemental Indenture. 

This Twenty-Second Supplemental Indenture shall take effect upon its execution and 
delivery. 
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SECTION 105.03 Execution in Counterparts; No Seal Required for Execution. This 
Twenty-Second Supplemental Indenture may be executed in several counterparts, each of which 
shall be deemed an original, and all of which.shall constitute but .one and the same instrument. 
No seal of the Commission is required for the execution of this Twenty-Second Supplemental 
Indenture. 

ARTICLE CVI 

ADDITIONAL CITY REQUIREMENTS 

As used m this Article, "Agreement" means the Indenture. [UPDATE AS 
NECESSARY] 

To the extent of any inconsistency between the prov1s1ons in this Article and the 
provisions in prior Articles of this Indenture entitled "City Requirements" or "Additional City 
Requirements," the provisions of this Article shall control. · 

SECTION 106.01 Local Business Enterprise Utilization; Liquidated Damages. 

(a) The LBE Ordinance 

The Trustee shall comply with all the requirements of the Local Business Enterprise and 
Non-Discrimination in Contracting Ordinance set forth in Chapter 14B of the San Francisco 
Administrative Code as it now exists or as it may be amended in the future (collectively the 
"LBE Ordinance"), provided such amendments do not materially increase the Trustee's 
obligations or liabilities, or materially diminish the Trustee's rights, under this Twenty-Second 
Supplemental Indenture. Such provisions of the LBE Ordinance are incorporated by reference 
and made a part of this Twenty-Second Supplemental Indenture as though fully set forth in this 
section. The Trustee's willful failure to comply with any applicable provision of the LBE 
Ordinance is a material breach of the Trustee's obligations under this Twenty-Second 
Supplemental Indenture and shall entitle City, subject to any applicable notice and cure 
provisions set forth in this Twenty-Second Supplemental Indenture, to exercise any of the 
remedies provided for under this Twenty-Second Supplemental Indenture, ·under the LBE 
Ordinance or otherwise available at law or in equity, which remedies shall be cumulative unless 
this Twenty-Second Supplemental Indenture expressly provides that any remedy is exclusive. In 
addition, the Trustee shall comply fully with all other applicable local, state and federal laws 
prohibiting discrimination and requiring equal opportunity in contracting, including 
subcontracting. 

(b) Enforcement 

If the Trustee will fully fails to comply with any of the provisions of the LBE Ordinance, 
the rules and regulations implementing the LBE Ordinance, or the provisions of this Twenty- · 
Second Supplemental Indenture pertaining to LBE participation, the Trustee shall be liable for 
liquidated damages in an amount equal to the Trustee's net profit on this Twenty-Second 
Supplemental Indenture, or 10% of the total amount of this Twenty-Second Supplemental 
Indenture, or $1,000, whichever is greatest. The Director of the City's Contracts Monitoring 
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Division or any other public official authorized to enforce the LBE Ordinance (separately and 
collectively, the "Director of CMD") may also impose other sanctions against the Trustee 
authorized in the LBE Ordinance, including declaring the Trustee to be irresponsible and 
ineligible to contract with the City for a period of up to five years or revocation of the Trustee's 
LBE certification. The Director of CMD will determine the sanctions to be imposed, including 
the amount of liquidated _damages, after investigation pursuant to Administrative Code § 14 B .17. 

By entering into this Twenty-Second Supplemental Indenture, the Trustee acknowledges 
and agrees that any liquidated damages assessed by the Director of the CMD shall be payable to 
City upon demand. The Trustee further acknowledges and agrees that any liquidated damages 
assessed may be withheld from any monies due to the Trustee on any contract with City. 

The Trustee agrees to maintain records necessary for monitoring its compliance with the 
LBE Ordinance for a period of three years following termination or expiration of this Twenty
Second Supplemental Indenture, and shall make such records available for audit and inspection 
by the Director of CMD or the Controller upon request. 

SECTION 106.02 N ondiscrimination; Penalties. 

(a) Trustee Shall Not Discriminate 

In the performance ofthis Twenty-Second Supplemental Indenture, the Trustee agrees 
not to discriminate against any employee, City and County employee working with the Trustee 
or subcontractor, applicant for employment with the Trustee or subcontractor, or against any 
person seeking accommodations, advantages, facilities, privileges, services, or membership in all 
business, social, or other establishments or organizations, on the basis of the fact or perception of 
a person's race, color, creed, religion, national origin,· ancestry, age, height, weight, sex, sexual 
orientation, gender identity, domestic partner status, marital status, disability or Acquired 
Immune Deficiency Syndrome or HIV status (AIDS/HIV status), or association with members of 
such protected classes, or in retaliation for opposition to discrimination against such classes. 

(b) Subcontracts 

The Trustee shall incorporate by reference in all subcontracts the prov1s10ns of 
§§12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative Code (copies of which 
are available from Purchasing) and shall require all subcontractors to comply with such 
prov1s1ons. The Trustee's failure to comply with the obligations in this subsection shall 
constitute a material breach of this Twenty-Second Supplemental Indenture. 

(c) Nondiscrimination in Benefits 

The Trustee does not as of the date of this Twenty-Second Supplemental Indenture and 
will not during the term of this Twenty-Second Supplemental Indenture, in any of its operations 
in San Francisco, on real property owned by San Francisco, or where work is being performed 
for the City elsewhere in the United States, discriminate in the provision of bereavement leave, 
family medical leave, health benefits, membership or membership discounts, moving expenses, 
pension and retirement benefits or travel benefits, as well as any benefits other than the benefits 
specified above, between employees with domestic partners and employees with spouses, and/or 
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between the domestic partners and spouses of such employees, where the domestic partnership 
has been registered with a governmental entity pursuant to state or local law authorizing such 
registration, subject to the conditions set forth in § 12B.2(b) of the San Francisco Administrative 
Code. 

( d) Condition to Contract 

As a condition to this Twenty-Second Supplemental Indenture, the Trustee shall execute 
the "Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-
12B-101) with supporting documentation and secure the approval of the form by the San 
Francisco Contracts Monitoring Division (formerly 'Human Rights Commission'). 

( e) Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C of the San Francisco Administrative Code are 
incorporated in this Section by reference and made a part of this Twenty-Second Supplemental 
Indenture as though fully set forth herein. The Trustee shall comply fully with and be bound by 
all of the provisions that apply to this Twenty-Second Supplemental Indenture under such 
Chapters, including but not limited to the remedies provided in such Chapters. Without limiting 

. the foregoing, the Trustee understands that pursuant to §§12B.2(h) and 12C.3(g) of the San 
Francisco Administrative Code, a penalty of $50 for each person for each calendar day during 
which such person was discriminated against in violation of the provisions of this Twenty
Second Supplemental Indenture may be assessed against the Trustee and/or deducted from any 
payments due the Trustee. 

SECTION 106.03 MacBride Principles-Northern Ireland. Pursuant to San 
Francisco Administrative Code §12F.5, the City and County of San Francisco urges companies 
doing business in Northern Ireland to move towards resolving employment inequities, and 
encourages such companies to abide by the MacBride Principles. The City and County of San 
Francisco urges San Francisco companies to do business with corporations that abide by the 
MacBride Principles. By signing below, the person executing this Twenty-Second Supplemental 
Indenture on behalf of the Trustee acknowledges and agrees that he or she has read and 
understood this section. 

SECTION 106.04 Tropical Hardwood and Virgin Redwood Ban. Pursuant to 
§804(b) of the San Francisco Environment Code, the City and County of San Francisco urges 
contractors not to import, purchase, obtain, or use for any purpose, any tropical hardwood, 
tropical hardwood wood product, virgin redwood or virgin redwood wood product. 

SECTION 106.05 Drug-Free Workplace Policy. The Trustee acknowledges that 
pursuant to the Federal Drug-Free Workplace Act of 1989, the unlawful manufacture, 
distribution, dispensation, possession, or use of a controlled substance is prohibited on City 
premises. The Trustee agrees that any violation of this prohibition by the Trustee, its employees,. 
agents or assigns will be deemed a material breach of this Twenty-Second Supplemental 
Indenture. 

SECTION 106.06 Compliance with Americans with Disabilities Act. The Trustee 
acknowledges that, pursuant to the Americans with Disabilities Act (ADA), programs, services 
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and other activities provided by a public entity to the public, whether directly or through a 
contractor, must be accessible to the disabled public. The Trustee shall provide the services 
specified in this Twenty-Second Supplemental Indenture in a manner that complies with the 
ADA and any and all other applicable federal, state and local disability rights legislation. The 
Trustee agrees not to discriminate against disabled persons in the provision of services, benefits 
or activities provided under this Twenty-Second Supplemental Indenture and further agrees that 
any violation of this prohibition on the part of the Trustee, its employees, agents or assigns will 
constitute a material breach of this Twenty-Second Supplemental Indenture. 

SECTION 106.07 Sunshine Ordinance. In accordance with San Francisco 
Administrative Code §67.24(e), contracts, contractors' bids, responses to solicitations and all 
other records of communications between City and persons or firms seeking contracts, shall be 
open to inspection immediately after a contract has been awarded. Nothing in this provision 
requires the disclosure of a private person or organization's net worth or other proprietary 
financial data submitted for qualification for a contract or other benefit until and unless 'that 
person or organization is awarded the contract or benefit. Information provided which is covered 
by this paragraph will be made available to the public upon request. 

SECTION 106.08 Limitations on Contributions. Through execution of this Twenty-
Second Supplemental Indenture, the Trustee acknowledges that it is familiar with section 1.126 
of the City's Campaign and Governmental Conduct Code, which prohibits any person who 
contracts with the City for the rendition of personal services, for the furnishing of any material, 
supplies or equipment, for the sale or lease of any land or building, or for a grant, loan or loan 
guarantee, from making any campaign contribution to (1) an individual holding a City elective 
office if the contract must be approved by the individual, the board of a state agency on which 
tliat individual serves, or a board on which an appointee of that individual serves, (2) a candidate 
for the office held by such individual, or (3) a committee controlled by such individual, at any 
time from the commencement of negotiations for the contract until the later of either the 
termination of negotiations for such contract or six months after the date the contract is 
approved. The Trustee acknowledges that the foregoing restriction applies only if the contract or 
a combination or series of contracts approved by the same individual or board in a fiscal year 
have a total anticipated or actual value of $50,000 or more. The Trustee further acknowledges 
that the prohibition on contributions applies to each prospective party to the contract; each 
member of the Trustee's board of directors; the Trustee's chairperson, chief executive officer, 
chief financial officer and chief operating officer; any person with an ownership interest of more 
than 20 percent in the Trustee; any subcontractor listed in the bid or contract; and any committee 
that is sponsored or controlled by the Trustee. Additionally, the Trustee acknowledges that the 
Trustee must inform each of the persons described in the preceding sentence of the prohibitions 
contained in section 1.126. [The Trustee further agrees to provide to the City the names of each 
person, entity or committee described above.] 

SECTION 106.09 ·Requiring Minimum Compensation for Covered Employees. 

(a) The Trustee agrees to comply fully with and be bound by all of the provisions of 
the Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative 
Code Chapter 12P (Chapter 12P), including the remedies provided, and implementing guidelines 
and rules. The provisions of Chapter 12P are incorporated herein by reference and made a part 
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of this Twenty-Second Supplemental Indenture as though fully set forth. The text of the MCO is · 
available on the web at http://www.sfgov.org/olse/mco. A partial listing of some of the Trustee's 
obligations under the MCO is set forth in this Section. The Trustee is required to comply with 
all the provisions of the MCO, irrespective of the listing of obligations in this Section. 

(b) The MCO requires the Trustee to pay the Trustee's employees a minimum hourly 
gross compensation wage rate and to provide minimum compensated and uncompensated time 
off. The minimum wage rate may change from year to year and the Trustee is obligated to keep 
informed of the then-current requirements. Any subcontract entered into by the Trustee shall 
require the subcontractor to comply with the requirements of the MCO and shall contain 
contractual obligations substantially the same as those set forth in this Section. It is the Trustee's 
obligation to ensure that any subcontractors of any tier under this Twenty-Second Supplemental 
Indenture comply with the requirements of the MCO. If any subcontractor under this Twenty
Second Supplemental Indenture fails to comply, the City may pursue any of the remedies set 
forth in this Section against the Trustee. 

( c) The Trustee shall not take adverse action or otherwise discriminate against an 
employee or other person for the exercise or attempted exercise of rights under the MCO. Such 
actions, if taken within 90 days of the exercise or attempted exercise of such rights, will be 
rebuttably presumed to be retaliation prohibited by the MCO. 

(d) The Trustee shall maintain employee and payroll records as required by the MCO. 
If the Trustee fails to do so, it shall be presumed that the Trustee paid no more than the minimum 
wage required under State law. 

(e) The City is authorized to inspect the Trustee's job sites and conduct interviews 
with employees and conduct audits of the Trustee. 

(f) The Trustee's commitment to provide the Minimum Compensation is a material 
element of the City's consideration for this Twenty-Second Supplemental Indenture. The City in 
its sole discretion shall determine whether such a breach has occurred. The City and thy public 
will suffer actual damage that will be impractical or extremely difficult to determine if the 
Trustee fails to comply with these requirements. The Trustee agrees that the sums set forth in 
Section 12P.6.1 of the MCO as liquidated damages are not a penalty, but are reasonable 
estimates of the loss that the City and the public will incur for the Trustee's noncompliance. The 
procedures governing the assessment of liquidated damages shall be those set forth in 
Section 12P.6.2 of Chapter 12P. 

(g) The Trustee understands and agrees that if it fails to comply with the requirements 
of the MCO, the City shall have the right to pursue any rights or remedies available under 
Chapter 12P ··(including liquidated damages), under the terms of this Twenty-Second 
Supplemental Indenture, and under applicable law. If, within 30 days after receiving written 
notice of a breach of this Twenty-Second Supplemental Indenture for violating the MCO, the 
Trustee fails to cure such breach or, if such breach cannot reasonably be cured within such 
period of 30 days, the Trustee fails to commence efforts to cure within such period, or thereafter 
fails diligently to pursue such cure to completion, the City shall have the right to pursue any 
rights or remedies available under applicable law, including those set forth in Section 12P.6(c) of 
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Chapter 12P. Each of these remedies shall be exercisable individually or: in combination with 
any other rights or remedies available to the City. 

(h) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the _intent of the MCO. 

(i) The City may conduct random audits of the Trustee. Random audits shall be 
(i) noticed in advance in writing; (ii) limited to ascertaining whether Covered Employees are 
paid at least the minimum compensation required by the MCO; (iii) accomplished through an 

· examination of pertinent records at a mutually agreed upon time and location within ten days of 
the written notice; and (iv) limited to one audit of the Trustee every two years for the duration of. 
this Twenty-Second Supplemental Indenture. Nothing in this Twenty-Second Supplemental 
lndenture is intended to preclude the City from investigating any report of an alleged violation of 
theMCO. 

SECTION 106.10 Requiring Health Benefits for Covered Employees. Unless 
exempt, the Trustee agrees to· comply fully with and be bound by all of the provisions of the 
Health Care Accountability Ordinance (HCAO), as set forth in San Francisco Administrative 
Code Chapter 12Q, including the remedies provided, and implementing regulations, as the same 
may be amended from time to time. The provisions of Chapter 12Q are incorporated herein by 
reference and made a part of this Twenty-Second Supplemental Indenture as though fully set 
forth. The text of the HCAO is available on the web at www.sfgov.org/olse. Capitalized terms 
used in this Section and not defined in this Twenty-Second Supplemental Indenture shall have 
the meanings assigned to such terms in Chapter 12Q. 

(a) For each Covered Employee, the Trustee shall provide the appropriate health 
benefit set forth in Section 12Q.3 of the HCAO. If the Trustee chooses to offer the health plan 
option, such health plan shall meet the minimum standards set forth by the San F_rancisco Health 
Commission. 

(b) Notwithstanding the above, if the Trustee is a small business as defined in 
Section 12Q.3(e) of the HCAO, it shall have no obligation to comply with part (a) above. 

(c) The Trustee's failure to comply with the HCAO shall constitute a material breach 
of this Twenty-Second Supplemental Indenture. The City shall notify the Trustee if such a 
breach has occurred. If, within 30 days after receiving the City's written notice of a breach of 
this Twenty-Second Supplemental Indenture for violating the HCAO, the Trustee fails to cure 
such breach or, if such breach cannot reasonably be cured within such period of 30 days, the 
Trustee fails to commence efforts to cure within such period, or thereafter fails diligently to 
pursue such cure to completion, the City shall have the right to pursue the remedies set forth in 
12Q.5(t)(l-6) and 12Q.5.l. Each of these remedies shall be exercisable individually or in 
combination with any other rights or remedies available to the City. 

(d) Any Subcontract entered into by the Trustee shall require the Subcontractor to 
comply with the requirements of the HCAO and shall contain contractual obligations 
substantially the same as those set forth in this Section. The Trustee shall notify City's Office of 
Contract Administration when it enters into such a Subcontract and shall certify to the Office of 

21787788.5 17 



Contract Administration that it has notified the Subcontractor of the obligations under the HCAO 
and has imposed the requirements of the HCAO on Subcontractor through the Subcontract: The 
Trustee shall be responsible for its Subcontractors' compliance with Chapter 12Q. If a 
Subcontractor fails to comply, the City may pursue the remedies set forth in this Section against 
the Trustee based on the Subcontractor's failure to comply, provided that the City has first' 
provided the Trustee with notice and an opportunity to obtain a cure of the violation. 

( e) The Trustee shall not discharge, reduce in compensation, or otherwise 
discriminate against any employee for notifying the City with regard to the Trustee's 
noncompliance or anticipated noncompliance with the requirements of the HCAO, for opposing 
any practice proscribed by the HCAO, for participating in proceedings related to the HCAO, or 
for seeking to assert or enforce any rights under the HCAO by any lawful means. 

(f) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the intent of the HCAO. 

(g) The Trustee shall maintain employee and payroll records in compliance with the 
California Labor Code and Industrial Welfare Commission orders, including the number of hours 
each employee has worked on this Twenty-Second Supplemental Indenture. 

(h) The Trustee shall keep itself informed of the current requirements of the HCAO. 

(i) The Trustee shall provide reports to the City in accordance with any reporting 
standards promulgated by the City under the HCAO, including reports on Subcontractors and 
Subtenants, as applicable. 

(j) The Trustee shall provide the City with access to records pertaining-to compliance 
with HCAO after receiving a written request from the City to do so and being provided at least 
ten business days to respond. 

(k) The Trustee shall allow the City to inspect the Trustee's job sites and have access 
to the Trustee's employees in order to monitor and determine compliance with HCAO. 

(1) The City may conduct random audits of the Trustee to ascertain its compliance 
with HCAO. The Trustee agrees to cooperate with the City when it conducts such audits. 

(m) If the Trustee is exempt from the HCAO when this Twenty-Second Supplemental 
Indenture is executed because its fees hereunder are in an amount that is less than $25,000 
($50,000 for nonprofits), but the Trustee later enters into an agreement or agreements that cause 
the Trustee's aggregate amount of all agreements with the City to reach $75,000, all the 
agreements shall be thereafter subject to the HCAO. This obligation arises on the effective date 
of the agreement that causes the cumulative amount of fees from agreements between the Trustee 
and the City to be equal to or greater than $75,000 in the fiscal year. 

SECTION 106.11 Prohibition on Political Activity with City Funds. In accordance 
with San Francisco Administrative Code Chapter 12.G, the Trustee may not participate in, 
support, or attempt to influence any political campaign for a candidate or for a ballot measure 

· (collectively, "Political Activity") in the performance of the services provided under this 
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Twenty-Second Supplemental Indenture. The Trustee agrees to comply with San Francisco 
Administrative Code Chapter 12.G and any implementing rules and regulations promulgated· by 
the City's Controller. The terms and provisions of Chapter 12.G are incorporated herein by this 
reference. In the event the Trustee violates the provisions of this Section, the City may, in 
addition to any other rights or remedies available hereunder, (i) terminate this Twenty-Second 
Supplemental Indenture, and (ii) prohibit the Trustee from bidding on or receiving any new City 
contract for a period of two (2) years. The Controller ·will not consider the Trustee's use of profit 
as a violation of this Section. 

SECTION 106.12 Conflict of Interest. Through its execution of this Twenty-Second 
Supplemental Indenture, the Trustee acknowledges that it is familiar with the provisions of 
section 15.103 of the City's Charter, Article III, Chapter 2 of City's Campaign· and 
Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq. of the 

· Government Code of the State of California, and certifies that it does not know of any facts 
which constitute a violation of said provision and agrees that it will immediately notify the City 
if it becomes aware of any such fact during the term of this Twenty-Second Supplemental 
Indenture. 

SECTION 106.13 Earned Income Credit (EIC) Forms. Administrative Code 
Section 120 requires that employers provide their employees with IRS Form W-5 (The Earned 
Income Credit Advance Payment Certificate) and the IRS EIC Schedule, as set forth below. 
Employers can locate these forms at the IRS Office, on the Internet, or anywhere that Federal 
Tax Forms can be found. 

(a) The Trustee shall provide EIC Forms to each Eligible Employee at each of the 
following times: (i) within thirty days following the date on which this Twenty-Second 
Supplemental Indenture becomes effective (unless the Trustee has already provided such EIC 
Forms at least once during the calendar year in which such effective date falls); (ii) promptly 
after any Eligible Employee is hired by the Trustee; and (iii) annually between January 1 and 
January 31 of each calendar year during the term of this Twenty-Second Supplemental Indenture. 

(b) Failure to comply with any requirement contained in subparagraph (a) of this 
Section shall constitute a material breach by the Trustee of the terms of this Twenty-Second 
Supplemental Indenture. If, within thirty days after the Trustee receives written notice of such a 
breach, the Trustee fails to cure such breach or, if such breach cannot reasonably be cured within 
such period of thirty days, the Trustee fails to commence efforts to cure within such period or 
thereafter fails to diligently pursue such cure to completion, the City may pursue any rights or 
remedies available under this Twenty-Second Supplemental Indenture or under applicable law. 

( c) Any Subcontract entered into by the Trustee shaU require the subcontractor to 
comply, as to the subcontractor's Eligible Employees, with each of the terms of this Section. 

( d) Capitalized terms used in this Section and not defined in this Twenty-Second 
Supplemental Indenture shall have the meanings assigned to such terms in Section 120 of the 
San Francisco Administrative Code. 
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SECTION 106.14 Preservative-treated Wood Containing Arsenic. The Trustee may 
not purchase preservative-treated wood products containing arsenic in the performance of this 
Twenty-Second Supplemental Indenture unless an exemption from the requirements of 
Chapter 13 of the San Francisco Environment Code is obtained from the Department' of the 
Environment under section 1304 of the Environment Code. The term "preservative-treated wood 
containing arsenic" shall mean wood treated with a preservative that contains arsenic, elemental 
arsenic, or an arsenic copper combination, including, but not limited to, chromated copper 
arsenate preservative, ammoniacal copper zinc arsenate preservative, or ammoniacal copper 
arsenate preservative. The Trustee may purchase preservative-treated wood products on the list 
of environmentally preferable alternatives prepared and adopted by the Department of the 
Environment. This provision does not preclude the Trustee from purchasing preservative-treated 
wood containing arsenic for saltwater immersion. The term "saltwater immersion" shall mean a 
pressure-treated wood that is used for construction purposes or facilities that are . partially or 
totally immersed in saltwater. 

SECTION 106.15 Protection of Private Information. The Trustee has read and agrees 
to the terms set forth in San Francisco Administrative Code seCtions 12M.2, "Nondisclosure of 
Private Information," and 12M.3, "Enforcement," and in Administrative Code Chapter 12M, 
"Protection of Private Information," which are incorporated herein as if fully set forth. The 
Trustee agrees that any failure of the Trustee to comply with the requirements of Section 12M.2 
of Chapter 12M shall be a material breach of this Twenty-Second Supplemental Indenture. In 
such an event, in addition to any other remedies available to it under equity or law, the City may 
terminate this Twenty-Second Supplemental Indenture, bring a false claim action against the 
Trustee pursuant to Chapter 6 or Chapter 21 of the Administrative Code, or debar the Trustee. 

SECTION 106.16 Proprietary or Confidential Information of the City. The Trustee 
understands and agrees that, in the performance of the work or services under this Twenty
Second Supplemental Indenture or in contemplation thereof, the Trustee may have access to 
private or confidential information which may be owned or controlled by the City and that such 
information may contain proprietary or confidential details, the disclosure of which to third 
parties may be damaging to the City. The Trustee agrees that all information disclosed by City to 
the Trustee shall be held in confidence and used only in the performance of this Twenty-Second 
Supplemental Indenture. The Trustee shall exercise the same standard of care to protect such 
information as a reasonably prudent contractor would use to protect its own proprietary data. 

SECTION 106.17 Compliance with Laws. The Trustee shall keep itself fully 
informed of the City's Charter, codes, ordinances and regulations of the City and of all state, and 
federal laws in any manner affecting the performance of this Twenty-Second Supplemental 
Indenture, and must at all times comply with such local codes, ordinances, and regulations and 
all applicable laws as they may be amended from time to time. 

SECTION 106.18 Works for Hire. If, in connection with services performed under 
this Twenty-Second Supplemental Indenture, the Trustee or its subcontractors create artwork, 
copy, posters, billboards, photographs, videotapes, audiotapes, systems designs, software, 
reports, diagrams, surveys, blueprints, source codes or any other original works of authorship, 
such works of authorship shall be works for hire as defined under Title 17 of the United States 
Code, and all copyrights in such works are the property of the City. If it is ever determined that 
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any works created by the Trustee or its subcontractors under this Twenty-Second Supplemental 
Indenture are not works for hire under U.S. law, the Trustee hereby assigns all copyrights to such 
works to the City, and agrees to provide any material and execute any documents necessary to · 
effectuate such assignment. ·With the approval of the City, the Trustee may retain and use copies 
of such works for reference and as documentation of its experience and capabilities. 

SECTION 106.19 Resource Conservation. Chapter 5 of the San Francisco 
Environment Code ("Resource Conservation") is incorporated herein by reference. Failure by 
the Trustee to comply with any of the applicable requirements of Chapter 5 will be deemed a 
material breach of this Twenty-Second Supplemental Indenture. 

SECTION 106.20 Public Access to Meetings and Records. If the Trustee receives 
cumulative total fees per year of at least $250,000 in City funds or City-administered funds and 
is a non-profit organization as defined in Chapter 12L of the San Francisco Administrative Code, 
the Trustee shall comply with and be bound by all the applicable provisions of that Chapter. By 
executing this Twenty-Second Supplemental Iildenture, the Trustee agr~es to open its meetings 
and records to the public in the manner set forth in §§ 12L.4 and 12L.5 of the Administrative 
Code. The Trustee further agrees to make good faith efforts to promote community membership 
on its Board of Directors in the manner set forth in § 12L.6 of the Administrative Code. The 
Trustee acknowledges that its material failure to comply with any of the. provisions of this 
paragraph shall constitute a material breach of this Twenty-Second Supplemental Indenture. The 
Trustee further acknowledges that such material breach of this Twenty-Second Supplemental 
Indenture shall be grounds for the City to terminate and/or not renew the agreement, partially or 
in its entirety. · 

SECTION 106.21 Guaranteed Maximum Costs. 

(a) The City's obligation hereunder shall not at any time exceed the amount certified 
by the Controller for the purpose and period stated in such certification. 

(b) Except as may be provided by laws governing emergency procedures, officers and 
employees of the City are not authorized to request, and the City is not required to reimburse the 
Trustee for, commodities or services beyond the agreed upon contract scope unless the changed 
scope is authorized by amendment and approved as required by law. 

( c) Officers and employees of the City are not authorized to offer or promise, nor is 
the City required to horror, any offered or promised additional funding in excess of the maximum 
amount of funding for which the contract is certified without certification of the additional 
amount by the Controller. 

(d) The Controller is not authorized to make payments on any contract for which 
funds have not been certified as available in the budget or by supplemental appropriation. 

SECTION 106.22 Submitting False Claims; Monetary Penalties. Pursuant to San 
Francisco Administrative Code §21.35, any contractor, subcontractor or consultant who submits 
a false claim shall be liable to the City for the statutory penalties set forth in that section. A 
·contractor, subcontractor or consultant who submits a false claim shall also be liable to the City 
for the costs, including attorneys' fees, of a civil action brought to recover any of those penalties 
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or damages, and may be liable to the City for a civil penalty of up to $10,000 for each false 
claim. A contractor, subcontractor or consultant will be deemed to have submitted a false claim 
to the City if the contractor, subcontractor or consultant: (a) knowingly presents or causes to be 
presented to an officer or employee of the City a false claim or request for payment or approval; 
(b) knowingly makes, uses, or causes to be made or used a false record or statement to get a false 
claim paid or approved by the City; (c) conspires to defraud the City by getting a false claim 
allowed or paid by the City; ( d) knowingly makes, uses, or causes to be made or used a false 
record or statement to conceal, avoid, or decrease an obligation to pay or transmit money or 
property to the City; or ( e) is a beneficiary of an inadvertent submission of a false claim to the 
City, subsequently discovers the falsity of the claim, and fails to disclose the false claim to the 
City within a reasonable time after discovery of the false claim. 

SECTION 106.23 Food Service Waste Reduction Requirements. Effective June 1, 
2007, the Trustee agrees to comply fully with and be bound by all of the provisions of the Food 
Service Waste Reduction Ordinance, as set forth in San Francisco Environment Code Chapter 
16, including the remedies provided, and implementing guidelines and rules. The provisions of 
Chapter 16 are incorporated herein by reference and made a part of this Twenty-Second 
Supplemental Indenture as though fully set forth. This provision is a material term of this 
Twenty-Second Supplemental Indenture. By entering into this Twenty-Second Supplemental 
Indenture, the Trustee agrees that if it breaches this provision, City will suffer actual damages 
that will be impractical or extremely difficult to determine; further, the Trustee agrees that the 
sum of one hundred dollars ($100) liquidated damages for the first breach, two hundred dollars 
($200) liquidated damages for the second breach in the same year, and five hundred dollars 
($500) liquidated damages for subsequent breaches in the same year is a reasonable estimate of 
the damage that the City will incur based on the violation, established in light of the 
circumstances existing at the time this Twenty-Second Supplemental Indenture was made. Such 
amount shall not be considered a penalty, but rather agreed monetary damages sustained by the 
City because of the Trustee's failure to comply with this provision. 

SECTION 106.24 Graffiti Removal. Graffiti is detrimental to the health, safety and 
welfare of the community in that it promotes a perception in the community that the laws 
protecting public and private property can be disregarded with impunity. This perception fosters 
a· sense of disrespect of the law that results in an increase in crime; degrades the community and 
leads to urban blight; is detrimental to property values, business opportunities and the enjoyment 
of life; is inconsistent with the City's property maintenance goals and aesthetic standards; and 
results in additional graffiti and in other properties becoming the target of graffiti unless it is 
quickly removed from public and private property. Graffiti results in visual pollution and is a 
public nuisance. Graffiti must be abated as quickly as possible to avoid detrimental impacts on 
the City and County and its residents, and to prevent the further spread of graffiti. 

The Trustee shall remove all graffiti from any real property owned or leased by the 
Trustee in the City and County of San Francisco within forty eight (48) hours of the earlier of the 
Trustee's (a) discovery or notification of the graffiti or (b) receipt of notification of the graffiti 
from the Department of Public Works. This section is not intended to require the Trustee to 
breach any lease or other Twenty-Second Supplemental Indenture that it may have concerning its . 
use of the real property. The term "graffiti" means any inscription, word, figure, marking or 
design that is· affixed, marked, etched, scratched, drawn or painted on any building, structure, 
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fixture or other improvement, whether permanent or temporary, including by way of example 
only and without limitation, signs, banners, billboards and fencing surrounding construction 
sites, whether public or private, without the consent of the owner of the property or the owner's 
authorized agent, and which.is visible from the public right-of-way. "Graffiti" shall not include: 
(1) any sign or banner that is authorized by, and in compliance with, the applicable requirements 
of the San Francisco Public Works Code, the San Francisco Planning Code or the San Francisco 
Building Code; or (2) any mural or other painting or marking on the property that is protected as 
a work of fine art under the California Art Preservation Act (California Civil Code sections 987 
et seq.) or as a work of visual art under the Federal Visual Artists Rights Act of 1990 (17 U.S.C. 
§§ 101 et seq.). 

Any failure of the Trustee to comply with this section of this Twenty-Second 
Supplemental Indenture. shall constitute a material breach of this Twenty-Second Supplemental 
Indenture. 

SECTION 106.25 Agreement Made ili California; Venue. The formation, 
interpretation and performance of this Agreement shall be governed by the laws of the State of 
California. Venue for all litigation relative to the formation, interpretation and performance of 
this Agreement shall be in San Francisco. · 

SECTION 106.26 Ownership of Results. Any interest of the Trustee or its 
Subcontractors in drawings, ·plans, specifications, blueprints, studies, reports, memoranda, 
computation sheets, computer files and media or other documents prepared by the Trustee or its 
subcontractors in connection with services to be performed under this Twenty-Second 
Supplemental Indenture shall become the property of and will be transmitted to the City. 
However, the Trustee may retain and use copies for reference and as documentation of its 
experience and capabilities. 

SECTION 106.27 Audit and Inspection of Records. The Trustee agrees to maintain 
and make available to the City, during regular business hours, accurate books and ·accounting 
records relating to its work under this Twenty-Second Supplemental Indenture. The Trustee will 
permit the City to audit, examine and make excerpts and transcripts from such books and 
records, and to make audits of all invoices, materials, payrolls, records or personnel and other 
data related to all other matters covered by this Twenty-Second Supplemental Indenture, whether 
funded in whole or in part under this Twenty-Second Supplemental Indenture. The Trustee shall 
maintain such data and records in an accessible location and condition for a period of not less 
than three years after final payment under this Twenty-Second Supplemental Indenture or until 
after final audit has been resolved, whichever is later. The State of California or any federal 
agency having an interest in the subject matter of this Twenty-Second Supplemental Indenture 
shall have the same rights conferred upon the City by this Section. 

SECTION 106.28 Subcontracting. The Trustee is prohibited from subcontracting this 
Twenty-Second Supplemental Indenture or any part of it unless such subcontracting is first 
approved by the City in writing. Neither party shall, on the basis of this Twenty-Second 
Supplemental Indenture, contract on behalf of or in the name of the other party. An agreement 
made in violation of this provision shall confer no rights on any party and shall be null and void. 
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SECTION 106.29 Assignment. The services to be performed by Trustee are personal 
in character and neither this Twenty-Second Supplemental Indenture nor any duties or 
obligations hereunder may be assigned or delegated by the Trustee unless first approved by the 
City by written instrument executed and approved in the same manner as this Twenty-Second 
Supplemental Indenture. 

SECTION 106.30 Non-Waiver of Rights. The omission by either party at any time to 
enforce any default or right reserved to · it, or to require performance of any of the terms, 
covenants, or provisions hereof by the other party at the time designated, shall not be a waiver of 
any such default or right to which the party is entitled, nor shall it in any way affect the right of 
the party to enforce such provisions thereafter. 

SECTION 106.31 City a Third Party Beneficiary. The City is hereby designated as a 
third party beneficiary for the purpose of enforcing all of the obligations of the Trustee contained 
in this Article of this Twenty-Second Supplemental Indenture and to the extent that any other 
rights are given to the City hereunder. 
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IN WITNESS WHEREOF, the parties hereto have executed this Twenty-Second 
Supplemental Indenture by their officers thereunto duly authorized as of the date and year first 
written above. 

ATTEST: 

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

Approved as to form: 

Dennis J. Herrera, City Attorney 

Mark D. Blake, Deputy City Attorney 
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U.S. BANK NATIONAL ASSOCIATION, 
as trustee 

Vice President 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

By: 
General Manager 



$ ___ _ 

Dated Date 

EXHIBIT Z 

FORM OF 2016 SUB-SERIES B BOND 

State of California 

City and County of San Francisco 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BOND 
2016 SERIES AB 

2016 SUB-SERIES B BOND (REFUNDING) . 

Interest Rate Maturity Date 

October_, 2016 November 1, 20_ 

Registered Owner: Cede & Co. 

Principal Amount: DOLLARS 

No.R----

CUSIPNo. 

The PUBLIC UTILiTIES COMMISSION OF THE CITY AND COUNTY OF SAN 
FRANCISCO, a commission duly organized and existing under and pursuant to the Charter of 
the City and County of San Francisco and the laws of the State of California (herein called the 
"Commission"), for value received, hereby promises to pay (but only out of the. revenues 
hereinafter referred to) to the registered owner set forth above, or registered assigns, on the 
maturity date set forth above (subject to any right of prior redemption hereinafter provided for), 
the principal sum set forth above by check of the Trustee (as defined below) in lawful money of 
the United States of America, and to pay (but only out of the revenues hereinafter referred to) 
interest thereon in· like lawful money from the interest payment date next preceding the date of 
authentication of this Bond (unless this Bond is authenticated as of a day during the period from 
the 161

h day of the calendar month next preceding any interest payment date to and including 
such interest payment date, in which event it shall bear interest from such interest payment date, 
or unless this Bond is authenticated on or before April 15, 2017, in which event it shall bear 

· interest from October_, 2016; provided, however, that if, at the time of authentication of any 
Bond, interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default) until payment of such principal sum, 
at the interest rate per annum stated above, payable on May 1, 2017 and semiannually thereafter 
on May 1 and November 1 in each year. 
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The principal (or redemption price) hereof is payable to the registered owner hereof upon 
the surrender hereof at the corporate trust office of U.S. Banlc National Association, in San 
Francisco, California, as trustee (herein, together with any successor as trustee under the 
Indenture, called the "Trustee"), or such other office designated bY. the Trustee. The interest 
hereon is payable to the person whose name appears on the bond registration books of the 
Trustee as the registered owner hereof as of the close of business on the l 51

h day of the calendar 
month immediately preceding an interest payment date, whether or not such day is a business 
day, such interest to be paid, except as otherwise provided in the Indenture, by check mailed to 
such registered owner at such address as appears on such registration books. Interest on this 
Bond shall be calculated on the basis of a 360-day year comprised of twelve 30-day months. 

This Bond is one of a duly· authorized issue of revenue bonds of the Commission 
designated as the "San Francisco Water Revenue Bonds" (herein called the "Bonds"), of the 
series arid designation indicated on the face hereof (herein called the "2016 Sub-Series B 
Bonds") and is a Current Interest Bond (as such term is defined in the Indenture hereinafter 
referred to). The Bonds are not limited in aggregate principal amount .and consist or may consist 
of one or more series of varying denominations, dates, maturities, interest rates and other 
provisions, as in said Indenture provided, all issued and to be issued under and pursuant to the 
provisions of the Charter of the City and County of San Francisco and all laws of the State of 
California supplemental thereto, including the Revenue Bond Law of 1941 to the extent made 
applicable by said Charter (herein collectively called the "Law"), and pursuant to an Amended 
and Restated Indenture, dated as of August 1, 2002, between the Trustee and the Commission, as 
supplemented by that certain First Supplemental Indenture, dated as of March 1, 2006, between 
the Trustee and the Commission, that certain Second Supplemental Indenture, dated as of 
August 1, 2006, between the Trustee and the C.ommission, that certain Third Supplemental 
Indenture, dated as of August 1, 2009, between the Trustee and the Commission, that certain 
Fourth Supplemental Indenture,· dated as of September 1, 2009, between the Trustee and the 
Commission, that certain Fifth Supplemental Indenture, dated as of June 1, 2010, between the 
Trustee and the Commission, that certain Sixth Supplemental· Indenture, dated as of June 1, 
2010, between the Trustee and the Commission, authorizing the issuance of the Commission's 
2010 Sub-Series A and C Bonds, that certain Seventh Supplemental Indenture, dated as of 
June 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010-Sub-Series B Bonds, that certain Eighth Supplemental Indenture, dated as of 
August 1, 2010, · between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series D Bonds, that certain Ninth Supplemental Indenture, dated as of 
August 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series E Bonds, that certain Tenth Supplemental Indenture, dated as of 
December 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series F Bonds, that certain Eleventh Supplemental Indenture, dated as 
of December 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series G Bonds, that certain Twelfth Supplemental Indenture, dated as 
of August 1, 2011, between the Trustee and the Commission, authorizing .the issuance of the 
Commission's 2011 Sub-Series A Bonds, that certain Thirteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series B Bonds, that certain Fourteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series C Bonds and that certain Fifteenth Supplemental Indenture, 
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dated as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2011 Sub-Series D Bonds, that certain Sixteenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series A Bonds, that certain Seventeenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series B Bonds, that certain Eighteenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series C Bonds, that certain Nineteenth Supplemental Indenture, 
dated as of August 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Series D Bonds, that certain Twentieth Supplemental Indenture, dated as 
of April 1, 2015, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2015 Series A Bonds, that certain Twenty-First Supplemental Indenture, dated as 
of October 1, 2016, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2016 Sub-Series A Bonds and that certain Twenty-Second Supplemental 
Indenture, dated as of October 1, 2016, between the Trustee and the Commission, authorizing the 
issuance of the Commission's 2016 Sub-Series B Bonds (collectively, with any supplements or 
amendments thereto, the "Indenture"). 

Reference is hereby made to the Indenture (a copy of which is on file at the office of the 
Trustee) and to the Law for a description of the terms on which the Bonds are issued, the 
provisions with regard to the nature and extent of the Revenues (as such term is defined in the 
Indenture) and the rights thereunder (and limitations thereon) of the registered owners of the 
Bonds and the rights, duties and immunities of the Trustee and the rights and obligations of the 
Commission thereunder; and all the terms of the Indenture and the Law are hereby incorporated 
herein and constitute a contract between the Cm;nmission and the registered owner of this Bond, 
and to all the provisions thereof the owner of this Bond, by his acceptance hereof, consents and 
agrees. Each owner hereof shall have recourse to all of the provisions of the Law and the 
Indenture and shall be bound by all of the terms and conditions thereof. 

The Bonds are issued to refinance and finance the reconstruction, replacement, expansion 
and repair of or improvements to the water facilities of the Enterprise~ as more particularly 
described in the Indenture. The Bonds are special obligations of the Commission and are 
payable, as to the principal thereof, interest thereon and any premiums upon the redemption of 
any thereof, from the revenues of the Enterprise (which, as more particularly defined in the 
Indenture, are therein and herein called the "Revenues"). All of the Bonds are equally secured 
by a pledge of, and charge and lien upon, all of the Revenues, and the Revenues constitute a trust 
fund for the security and payment of the interest on and principal of the Bonds; but nevertheless 
out of the Revenues certain amounts may be applied for other purposes prior to the payment of 
the interest on or principal of the Bonds as provided in the Indenture. Additional Series of Bonds 
payable from the Revenues may be issued on a parity with the Bonds of this Series, but only 
subject to the conditions and limitations contained in the Indenture. 

The principal of and interest on this Bond are payable solely from the Revenues, and the 
Commission is not obligated to pay them except from the Revenues. The Commission has no 
taxing power. The general fund of the City and County of San Francisco is not liable, and the 
credit or taxing power of the City and County of San Francisco is not pledged, for the payment 
of the Bonds or their interest. The Bonds are not secured by a legal or equitable pledge of, or 
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charge, lien or encumbrance upon, any of the property of the Commission or any of its income or 
receipts, except the Revenues. The owner hereof has no right to compel the exercise .of any 
taxing power of the City and County of San Francisco. 

The rights and obligations of the Commission and the owners of the Bonds may be 
modified or amended at any time in the manner, to the extent and upon the terms provided in the 
Indenture. 

The 2016 Sub-Series B Bonds shall be subject to redemption prior to their respective 
stated maturities, at the option of the Commission, from any source of available funds, as a 
whole or in part, from such maturities or portions. of maturities as are determined by the 
Commission, and if in part by lot within any one maturity, on any date on or after May 1, 20_, 
at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series B Bonds to 
be redeemed, plus accrued interest thereon to the date fixed for redemption, without premium. 

The 2016 Sub-Series B Bonds are issuable as fully registered Bonds without coupons in 
the denomination of $5,000 or any integral multiple thereof provided that no Bond shall have 
principal maturing on more than one principal payment date. Subject to the limitations and 
conditions and upon payment of the charges, if any, as provided in the Indenture, 2016 Sub
Series B Bonds may be exchanged for a like aggregate principal amount of 2016 Sub-Series B 
Bonds of the same series, tenor and maturity of other authorized denominations. 

This Bond is transferable by the registered owner hereof, in person or by his attorney 
duly authorized in writing, at said office of the Trustee, but only in the manner, subject to the 
limitations and upon payment of the charges provided in the Indenture, and upon surrender and 
cancellation of this Bond. Upon such transfer a new fully registered Bond or Bonds, of 
authorized denomination or denominations and of the same series and tenor, for the same 
aggregate principal amount will be issued to the transferee in exchange herefor. 

The Commission and the Trustee may treat the registered owner hereof as the abs.olute 
own~r hereof for all purposes, and the Commission and the Trustee shall not be affected by any 
notice to the contrary. 

It is hereby certified that all of the conditions, things and acts required to exist, to have 
happened or to have been performed precedent to and in the issuance of thi~ Bond do exist, have 
happened or have been performed in due and regular time, form and manner as required by the 
Law and the laws of the State of California, and that the amount of this Bond, together with all 
other obligations of the Commission, does not exceed any limit prescribed by the Law or any 
laws of the State of California, and is not in excess of the amount of Bonds permitted to be 
issued under the Indenture. 

This Bond shall not be entitled to any benefit under. the Indenture, or become valid or 
obligatory for any purpose, until the certificate of authentication and registration hereon 
endorsed have been signed by the Trustee. 
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DTCLEGEND 

Unless this bond is presented by an authorized representative of The Depository Trust 
Company, a New York corporation ("DTC"), to the Cominission or its agent for registration of . 
transfer, exchange, or payment, and any certificate i~sued is registered in the name of Cede & 
Co. or in such other name as is requested by an authorized representative of DTC (and any 
payment is made to Cede & Co. or to such other entity as is requested by an authorized 
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR 
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the 
registered owner hereof, Cede & Co., has an interest herein. 
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IN WITNESS WHEREOF, the Public Utilities Commission of the City and County of 
San Francisco has caused this Bond to be executed on its behalf, signed by the manual or 
facsimile signatures of its General Manager and of the Controller of the City and County of San 
Francisco and countersigned by the manual or facsimile signature of its Secretary, all as of Dated 
Date. . 

Countersigned: 

Secretary of the Commission 
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PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

General Manager of the Commission 

Controller of the City and County 
of San Francisco 
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[FORM OF TRUSTEE'S CERTIFICATE OF AUTHENTICAT.ION 
AND REGISTRATION TO APPEAR ON THE 2016 SUB-SERIES B BOND] 

This Bond is one of the Bonds described in the within-mentioned Indenture, which has 
been authenticated and registered on the date set forth below. 

Dated: Dated Date 
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U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

Authorized Officer 
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[FORM OF ASSIGNMENT] 

For vafue received the undersigned do(es) hereby sell, assign and transfer unto 

~~~~~~~~~~~-

the within-mentioned Registered Bond and hereby irrevocably 
constitute ( s) and appoint(s) attorney, to transfer the same on the books 
of the Trustee with full power of substitution in the premises. 

SIGNATURE GUARANTEED BY: 

NOTICE: 
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Signature must be guaranteed by a member firm of the New York Stock 
Exchange or a commercial bank or trust company. 
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TWENTY-FIRST SUPPLEMENTAL INDENTURE 

by and between 

U.S. BANK NATIONAL ASSOCIATION, as Trustee 

and 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

Dated as of October 1, 2016 

AUTHORIZING THE ISSUANCE OF 
$[PAR AMOUNT] AGGREGATE PRINCIPAL AMOUNT OF 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS 
2016 SERIES AB 

2016 SUB-SERIES A (REFUNDING) 

(Supplemental to the.Amended and Restated Indenture, 
dated as of August 1, 2002, as amended and supplemented) 
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TWENTY-FIRST SUPPLEMENTAL INDENTURE 
(Supplemental to the.Amended and Restated Indenture~ 

dated as of August 1, 2002, as amended and supplemented) 
Authorizing the Issuance of 

$[PAR AMOUNT] Aggregate Principal Amount of 
Public Utilities Commission of the 
City and County of San Francisco 

San Francisco Water Revenue Bonds 
2016 Series AB 

2016 Sub-Series A (Refunding) 

This Twenty-First Supplemental Indenture, dated as of October 1, 2016 (this "Twenty
First Supplemental Indenture"), by and between U.S. BANK NATIONAL ASSOCIATION, a 
national banking association duly organized and existing under and by virtue of the laws of the 
United States of America, as trustee (the "Trustee"), and the PUBLIC UTILITIES 
COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO (the "Commission"), a 
commission duly constituted under the Charter (the "Charter") of the City and County of San 
Francisco (the "City"); 

WITNESS ETH: 

WHEREAS, this Twenty-First Supplemental Indenture is supplemental to the Amended 
and Restated Indenture, dated as of August 1, 2002, between the Commission and the Trustee, as 
amended and supplemented (the "Indenture"); 

WHEREAS, pursuant to Proposition E of 2002, and various ordinances and resolutions 
adopted by the Board and this Commission thereunder, there are outstanding, as of September 1, 
2016, $ aggregate principal amount of Bonds issued pursuant to this Indenttire; 
and, 

WHEREAS, the 1991 Series A Bonds, the 2002 Series A Bonds, the 2006 Refunding 
Series B Bonds, the 2006 Refunding Series C Bonds, the 2009 Series A Bonds, the 2009 Series 
B Bonds, the 2010 Series ABC Bonds, the 2010 Series DE Bonds, the 2010 Series FG Bonds, 
the 2011 Series ABCD Bonds, the 2012 Series ABC Bonds, the 2012 Series D Bonds, the 2015 
Refunding Series A Bonds and the 2016 Series AB Bonds (each as defined in the Indenture) are 
the only water revenue bonds of the Commission currently outstanding and secured by 
Revenues; 

WHEREAS, the Indenture provides that the Commission may, subject to the 
requirements of the Law (as defined herein) and the Indenture, issue one or more other series of 
Bonds from time to time pursuant to a supplemental indenture; 

WHEREAS, the Commission has determined to issue a series of Bonds under this 
Twenty-First Supplemental Indenture designated "San Francisco Water Revenue Bonds, 2016 
Sub-Series A (Refunding)" in the aggregate original principal amount of $[PAR AMOUNT] to 
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[ defease and refund [all] [a portion] of the outstanding 20_ [Refunding] Series _ Bonds; and 
[all] [a portion] of the outstanding 20_ [Refunding] Series _ Bonds]; and (ii) a series of Bonds 
under the Indenture designated "San Francisco Water Revenue Bonds, 2016 Sub-Series A 
(Refunding)" (the "2016 Sub-Series A Bonds") iti the aggregate principal amount of$ ___ _ 
to [defease and refund [all][a portion] of the outstanding 20_ [Refunding] Series _Bonds; 
and [all] [a portion] of the outstanding 20_ [Refunding] Series_ Bonds]; 

WHEREAS, the 2016 Series AB Bonds will be issued by the Commission under the 
Indenture as a Series of Bonds payable on a parity with the other Outstanding Series of Bonds; 

WHEREAS, the conditions and limitations contained in the Law and the Indenture will 
be satisfied at the time of issuance of the 2016 Series AB Bonds; 

WHEREAS, in order to provide for the issuance of the 2016 Sub-Series A Bonds, to 
establish and declare the terms and conditions upon which the 2016 Sub-Series A Bonds are to 
be issued and to secure the payment of the principal thereof, and premium, if any, and interest 
thereon, the Commission has authorized the execution and delivery of this Twenty-First 
Supplemental Indenture; and 

WHEREAS, all acts, conditions and things required by law to exist, to have happened 
and to have been performed precedent to and in connection with the execution and the entering 
into of this Twenty-First Supplemental Indenture do exist, have happened and have been 
performed in regular and due time, form and manner as required by law, and the parties hereto 
are now duly authorized to execute and enter into this Twenty-First Supplemental Indenture; 

NOW, THEREFORE, the parties hereto agree, as follows: 

ARTICLE XCIX 

DEFINITIONS 

SECTION 99 .01 Definitions. The terms defined in this section shall, for all 
purposes of this Twenty-First Supplemental Indenture, have the meanings herein specified, to be 
equally applicable to both the singular and plural forms of any of the terms herein defined. 
Terms defined in the Indenture not otherwise defined herein (including the preamble hereto) 
shall have the meanings specified therein. 

ARTICLEC 

PROVISIONS RELATING TO 2016 SUB-SERIES A BONDS 

SECTION 100.01 Authorization and Terms of 2016 Sub-Series A Bonds. Bonds of 
the Commission in the additional aggregate principal amount of $[PAR AMOUNT] are hereby 
authorized to be issued under the Charter and the Law and pursuant to the Indenture. 

(a) Such Bonds are designated as the "San Francisco Water Revenue Bonds, 2016 
Sub-Series A (Refunding)" (the "2016 Sub-Series A Bonds"). The aggregate prineipal amount of 
2016 Sub-Series A Bonds that may be issued· and Outstanding under this Twenty-First 
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Supplemental Indenture shall be $[PAR AMOUNT], except as may be otherwise provided in 
Section 2.08 of the Indenture. The 2016 Sub-Series A Bonds shall be of the tenor known as 
Current Interest Bonds. 

The 2016 Sub-Series A Bonds shall be initially registered in the name of "Cede & Co.," 
as nominee of The Depository Trust Company, New York, New York, and shall be evidenced by 
one 2016 Sub-Series A Bond maturing on each maturity date in a denomination corresponding to 
the total principal designated to mature on such date. Registered ownership of the 2016 Sub
Series A Bonds, or any portion thereof, may not thereafter be transferred. except as set forth in 
Section 100.03 herein. · 

The 2016 Sub-Series A Bonds shall be issued as fully registered Bonds without coupons 
in the denominations of $5,000 or any integral multiple thereof; provided that no 2016 Sub
Series A Bond shall have principal maturing on more than one principal maturity date. The 2016 
Sub-Series A Bonds shall be dated as of the date of delivery thereof, and shall accrue interest 
from such date. · 

(b) The 2016 Sub-Series A Bonds shall mature on November 1 on the following date_s 
and in the following amou11ts and shall bear interest at the following rates per annum payable on 
May 1, 2017, and semiannually thereafter on May 1 and November 1 in each year, calculated on · 
the basis of a 360-day year consisting of twelve 30-day months: 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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· Maturity Date 
(November 1) Principal Amount Interest Rate 

The 2016 Sub-Series A Bonds are hereby designated as Serial Bonds. [Add Term Bonds, 
if applicable] 

( c) The principal of and premium, if any, on the 2016 Sub-Series A Bonds shall be 
payable by check or wire transfer (as described in the next paragraph) in lawful money of the 
United States of America to the Owner thereof, upon the surrender thereof at the corporate trust 
office of U.S. Bank National Association, in San Francisco, California, as the Trustee, or such 
other office designated by the Trustee. 

The interest on the 2016 Sub-Series A Bonds shall be payable in like lawful money_ to the 
person whose name appears on the bond registration books of the Trustee as the Owner thereof 
as of the close of business on the 15th day of the calendar month immediately preceding an 
interest payment date, whether or not such day is a Business Day, such interest to be paid by 
check mailed to such Owner at such address as appears on such registration books or at such 
address as such Owner may have filed with the Trustee for that purpose, or at the request of an 
Owner of at least $1,000,000 in aggregate principal amount of 2016 Sub-Series A Bonds filed 
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with the Trustee by such 15th day, by wire transfer to such account designated in such request at 
a financial institution in the United States. 

(d) Each 2016 Sub-Series A Bond shall bear interest from the interest payment date 
next preceding the date of authentication thereof unless it is authenticated as of a day during the 
period from the 16th day of the calendar month next preceding any interest payment date to the 
interest payment date, inclusive, in which event it shall bear interest from such interest payment 
date, or unless it is authenticated on or before April 15, 2017, in which event it shall bear interest · 
from October_, 2016; provided, however, that if, at the time of authentication of any Bond, 
interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default. 

( e) The 2016 Sub-Series A Bonds shall be subject to redemption prior to their 
respective stated maturities, at the option of the Commission, from any source of available funds,. 
as a whole or in part, from such maturities or portions of maturities as are determined by the 
Commission, and if in part by lot within any one maturity, on any date on or after May 1, __ , 
at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series A Bonds to 
be redeemed, plus accrued interest thereon to the date fixed for redemption, without premium. 

(f) The Trustee shall assign each 2016 Sub-Series A Bond authenticated and 
registered by it a distinctive letter or number, or letter and number, and shall maintain a record 
thereof which shall be av.ailable to the Commission for inspection . 

. (g) There shall be no Required Reserve for the 2016 Sub-Series A Bonds. 

(h) The Commission has reviewed all proceedings heretofore taken relative to the 
authorization of the 2016 Sub-Series A Bonds and has found, as a result of such review, that all 
conditions, things and acts required by law to exist, happen or be performed precedent to and in 
the issuance of the 2016 Sub-Series A Bonds do exist, have happened and have been performed 
in due time, form and manner as required by law, and the Commission is authorized, pursuant to 
each and every requirement of law, to issue the 2016 Sub-Series A Bonds in the manner and 
form provided in this Twenty-First Supplemental Indenture. 

SECTION 100.02 Form of 2016 Sub-Series A Bonds. The 2016 Sub-Series A Bonds 
and the Trustee's certificates of authentication and registration and the form of assignment to 
appear thereon shall be in substantially the form set forth as Exhibit Y to this Twenty-First 
Supplemental Indenture, with necessary or appropriate variations, omissions and insertions as 
permitted or required by this Twenty-First Supplemental Indenture. 

Pursuant to Section 3.06 arid 9.0l(b) of the Indenture, execution of the 2016 Sub-Series 
A Bonds does not require the seal of the Commissfon. 
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SECTION 100.03 Use of Depository. 

(a) The 2016 Sub-Series A Bonds shall be initially registered as provided in Section 
100.01 hereof. Registered ownership of the 2016 Sub-Series A Bonds, or any portions thereof, 
may not thereafter be transferred except: 

i. to any successor of The Depository Trust Company or its nominee, or of 
any substitute depository designated pursuant to clause (ii) of this subsection (a) (a 
"Substitute Depository"); provided that any successor of The Depository Trust Company 
or Substitute Depository shall be qualified under any applicable laws to provide the 
service proposed to be provided by it; 

11. to any Substitute Depository not objected to by the Trustee, upon (1) the 
resignation of The Depository Trust Company or its successor (or any Substitute 
Depository or its successor) from its functions as depository, or (2) a determination by 
the Commission that The Depository Trust Company (or its successor) is no longer able 
·to carry out its functions as depository; provided that any such Substitute Depository 
shall be qualified under any applicable laws to provide the services proposed to be 
provided by it; or 

111. to any person as provided below, upon (1) the resignation of The 
Depository Trust Company or its successor (or any Substitute Depository or its 
successor) from its functions as depository, or (2) a determination by the Commission to 
remove The Depository Trust Company or its successor (or Substitute Depository or its 
successor) from its functions as depository. 

(b) In the case of any transfer pursuant to clause (i) or clause (ii) of subsection (a) of 
this Section, upon receipt of all Outstanding 2016 Sub-Series A Bonds by the Trustee, together 
with a Written Request of the Commission to the Trustee designating the Substitute Depository, 
a single new 2016 Sub-Series A Bond, which the Commission shall prepare or cause to be 
prepared, shall be executed and delivered for each maturity of 2016 Sub-Series A Bonds then 
Outstanding, registered in the name of such successor or such Substitute Depository, or their 
nominees, as the case may be, all as specified in such Written Request of the Commission. 

(c) In the case of any transfer pursuant to clause (iii) of subsection (a) of this Section, 
upon receipt of all Outstanding 2016 Sub-Series A Bonds by the Trustee, together with a Written 
Request of the Commission to the Trustee, new 2016 Sub-Series A Bonds, which the 
Commission shall prepare ·or cause to be prepared in definitive form, shall be executed and 
delivered in such denominations and registered in the names of such persons as are requested in 
such Written Request of the Commission, subject to the limitations of Section 100.01 hereof, 
provided that the Trustee shall not be required to deliver such new 2016 Sub-Series A Bonds 
within a period less than 60 days after the date of receipt of such Written Request from the 
Commission. 

(d) In the case of a partial redemption or an advance refunding of any 2016 Sub-
Series A Bonds evidencing a portion of the principal maturing in a ·particular year, The 
Depository Trust Company or its successor (or any Substitute Depository or its successor) shall 
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make an appropriate notation on such 2016 Sub-Series A Bonds indicating the date and amounts 
of such reduction in principal, in form acceptable to the Trustee. The Trustee shall not be liable 
for such Depository's (or any Substitute Depository's) failure to make such notations or errors in 
making such notations. 

( e) The Commission and the Trustee shall be entitled to treat the person in whose 
name any 2016 Sub-Series A Bond is registered as the Owner thereof for all purposes of the 
Indenture and any applicable laws, notwithstanding any notice to the contrary received by the 
Trustee or the Commission; and the Commission and the Trustee shall not have responsibility for 
transmitting payments to, communicating with, notifying, or otherwise dealing with any 
beneficial owners of the 2016 Sub-Series A Bonds. Neither the Commission nor the Trustee 
shall have any responsibility or obligation, legal or otherwise, to any such beneficial owners or to 
any other party, including The Depository Trust Company or its successor (or Substitute 
Depository or its successor), except to the Owner of any 2016 Sub-Series A Bonds, and the 
Trustee may rely conclusively oil its records as to the identity of the Owners of the 2016 Sub
Series A Bonds. 

(f) Notwithstanding any other provision of this Twenty-First Supplemental Indenture 
·and so long as all Outstanding 2016 Sub-Series A Bonds are registered in the name of Cede & 
Co. or its registered assigns, the Commission and the Trustee shall cooperate with Cede & Co., 
as sole registered Bondowner, and its registered assigns, in effecting payment of the principal of 
and redemption premium, if any, and interest on the 2016 Sub-Series A Bonds by arranging for 
payment in such manner that funds for such payments are properly identified and are made 
available on the date they are due all in accordance with the letter of representations delivered by 
the Commission and the Trustee to The Depository Trust Company with respect to the 2016 Sub
Series A Bonds, the provisions of which the Trustee may rely upon to implement the foregoing 
procedures ·notwithstanding any inconsistent provisions herein. 

SECTION 100.04 Issuance of2016 Sub-Series A Bonds. 

(a) At any time after the execution of this Twenty-First Supplemental Indenture, the 
Commission may execute and the Trustee may authenticate and, upon a Written Request or 
Certificate of the CommissiOn, deliver 2016 Sub-Series A Bonds in the aggregate principal 

. amount of $[PAR AMOUNT] to the initial purchasers thereof specified in such Written Request 
or Certificate. 

SECTION 100.05 Application of Proceeds of 2016 Sub-Series A Bonds. 

(a) The original purchaser of the 2016 Sub-Series A Bonds will pay and deliver the 
purchase price of the 2016 Sub-Series A Bonds (including any good faith deposit paid prior to 
the Closing Date) equal to $ to the Trustee, who shall deposit and transfer this 
amount, together with $ from the Principal Fund (representing amounts on deposit 
for the Bonds) and $ from the Interest Fund (representing 
$ on deposit for the Bonds and $ on deposit for 
the Bonds), as follows: 
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1. The Trustee shall deposit $ in the 2016 Series AB Costs of 
Issuance Fund, which the Trustee hereby agrees to establish and maintain. 

2. The Trustee shall transfer remainder of such sum, in the amount of 
$ , to the Escrow Agent to be applied pursuant to the terms of the 
Escrow Agreement. 

(b) Before any payment is made by the Trustee to pay costs of issuance from the 
2016 Series AB Costs of Issuance Fund, the Commission shall cause to be filed with the Trustee 

. a Written Requisition of the Commission showing with respect to each payment to be made: 

1. the item number of the payment; 

2. the name and address of the person to whom payment is due; 

3. the aµiount to be paid; and 

4. the purpose for which the obligation to be paid was incurred. 

Each such Written Requisition shall state, and shall be sufficient evidence to the Trustee: 

(y) that obligations in the stated amounts have been incurred by the 
Commission and that each item thereof is a proper charge; and 

(z) that there has not been filed with or served upon the Commission notice of 
any lien, right to lien or attachment upon, or claim affecting the right to receive payment 
of, any of the moneys payable to any of the persons named in such Written Requisition, 
which has not been released or will not be released simultaneously with the payment of 
such obligation. 

Upon receipt of each such Written Requisition, the Trustee will pay the amounts set forth 
in such Written Requisition as directed by the terms hereof. The Trustee need not make any such 
payment if it has received notice of any lien, right to lien or attachment upon, or claim affecting 
the right to receive payment of, any of the moneys to be so paid, which has not been released or 
will not be released simultaneously with such payment. 

When all costs of issuance have been paid, the Commission shall deliver a Certificate of 
the Commission stating such fact to the Trustee (as described in clause (c) below). 

( c) The money in the 2016 Series AB Costs of Issuance Fund shall be used and 
disbursed in the manner provided herein for the purpose of paying all costs of issuance incidental 
to or connected with the issuance of the 2016 Sub-Series A Bonds (or for ·making 
reimbursements to the Commission or any other person, firm or corporation for such costs 
theretofore paid by such person or it). 

Any balan_ce of money remaining in the 2016 Series AB Costs of Issuance Fund after the 
payment of all costs incidental to or connected with the issuance of the 2016 Sub-Series A Bonds 
(as certified to the Trustee by the Commission pursuant to the final paragraph of clause (b) above 
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· or on April_, 2017, whichever is earlier, shall be transferred by the Trustee to the Commission 
and the 2016 Series AB Costs oflssuance Fund shall be closed. 

SECTION 100.06 Establishment and Application of the 2016 Sub-Series A Rebate 
Fund. 

(a) The Trustee shall establish and maintain a fund separate from any other fund 
established and maintained hereunder to be known as the "2016 Sub-Series A Rebate Fund" (for 
purposes of this Article, the "Rebate Fund"). Within the Rebate Fund, the Trustee shall maintain 
such accounts as it is instructed by the Commission as necessary in order to comply with the 
terms and requirements of the Tax Certificate with respect to the 2016 Sub-Series A Bonds, 
dated the date of issuance of the 2016 Sub-Series A Bonds (for purposes of this Article, the "Tax 

· Certificate"). 

Subject to the transfer provisions provided in paragraph (e) below, all money at any time 
deposited in· the Rebate Fund shall be held by the Trustee for the account of the Commission in 
trust, to the extent required to satisfy the requirements for rebate, as set forth in the Tax 
Certificate (for purposes of this Article, the "Rebate Requirement"), for payment to the federal 
government of the United States of America, and no other person shall have any rights in or 
claim to such money. All amounts deposited into or on deposit in the Rebate Fund shall be 
governed by this Section, by Section 100.07 hereof and by the Tax Certificate (which is 
incorporated herein by reference). The Trustee shall be deemed conclusively to have complied 
with such provisions and fulfilled its obligation with respect to rebate as long as it follows the 
written directions of the Commission, including supplying all necessary information in the 
manner provided in the Tax Certificate. The Trustee shall not be required to take any actions 
under this Section, Section 100.07 hereof or the Tax Certificate in the absence of written 

·directions by the Commission, and shall have no liability or responsibility to enforce compliance 
by the Commission with the terms of the Tax Certificate nor make computations in connection 
therewith. 

(b) Upon the Commission's written direction, an amount shall be deposited in the 
Rebate Fund by the Trustee from deposits by the Commission so that the balance of the amount 
on deposit therein equals the Rebate Requirement. Computations of the Rebate Requirement 
shall be furnished by or on behalf of the Commission in accordance with the Tax Certificate. 

( c) The Trustee shall have no obligation to rebate any amounts required to be rebated 
pursuant to this Section, other than from moneys held in the funds and accounts created under 
the Indenture or from other moneys provided to it by or on behalf of the Commission. 

( d) The Trustee shall invest all amounts held in the Rebate Fund in Permitted 
Investments as instructed in writing by the Commission, subject to the restrictions set forth in the 
Tax Certificate. Moneys shall not be transferred from the Rebate Fund except as provided in 
paragraph (e) below. 

( e) Upon receipt_ of the C_ommission's written directions, the Trustee shall remit part 
or all of the balances in the Rebate Fund to the United States, as so directed. In addition, if the 
Commission so directs, the Trustee will deposit moneys into or transfer moneys out of the 
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Rebate Fund from or. into such accounts or funds as directed by the Commission's written 
directions. Any funds remaining in the Rebate Fund after redemption and payment of all of the 
2016 Sub-Series A Bonds and payment and satisfaction of any Rebate Requirement shall be 
withdrawn and remitted to the Commission upon the Commission's written request. 

(f) Notwithstanding any other provision of the Indenture, the obligation to remit the 
Rebate Requirement to the United States and to comply with all other requirements of this 
Section, Section 100.07 hereof and the Tax Certificate shall survive the defeasance or payment in 
full of the 2016 Sub-Series A Bonds. 

SECTION 100.07 Tax Covenants. 

The Commission covenants that it will not take any action, or fail to take any action, if 
any such action or failure to take action would adversely affect the exclusion from gross income 
of the interest on the 2016 Sub-Series A Bonds under Section 103 of the Code. 

The Commission will not directly or indirectly use or permit the use of any proceeds of 
the 2016 Sub-Series A Bonds or any other funds of the Commission, or take or omit to take any 
action that would cause the 2016 Sub-Series A Bonds to be "arbitrage bonds" within the 
meaning of Section 148(a) of the Code. To that end, the Commission will comply with all 
requirements of Section 148 of the Code to the extent applicable to the 2016 Sub-Series A 
Bonds. If at any time the Commission is of the opinion that for purposes of this Section it is 
necessary to restrict or limit the yield on the investment of any moneys held by the Trustee under 
the Indenture or otherwise, the Commission shall so instruct the Trustee in writing, and the 
Trustee shall take such action as required by such instructions. 

Without limiting the generality of the foregoing, the. Commission agrees that there shall 
be paid from time to time all amounts required to be rebated to the United States pursuant to 
Section 148(f) of the Code and any temporary, proposed or final Treasury Regulations as may be 
applied to the 2016 Sub-Series A Bonds from time to time. This covenant shall survive payment 
in full or defeasance of the 2016 Sub-Series A Bonds. The Commission specifically covenants 
to pay or cause to be paid to the United States, at the times and in the amounts determined under . 
Section 100.06 hereof, the Rebate Requirement. The Trustee agrees to comply with all written 
instructions of the Commission given in accordance with the Tax Certificate. 

Notwithstanding any provision· of this Section and Section 100.06 hereof, if the 
Commission provides to the Trustee an. opinion of nationally recognized bond counsel to the 
effect that any action required under this Section and Section 100.06 hereof or under the Tax 
Certificate is no longer required, or to the effect that some further action is required, to maintain 
the exclusion from gross income of the interest on the 2016 Sub-Series A Bonds under 
Section 103 of the Code, the Commission and the Trustee may rely conclusively on such opinion 
in complying with the provisions hereof, and the covenants hereunder shall be deemed to be 
modified to that extent. 

The Commission shall assure that the proceeds of the 2016 Sub-Series A Bonds are not 
so used as to cause the 2016 Sub-Series A Bonds to satisfy the private business tests of 
section 141 (b) of the Code or the private loan financing test of section 141 ( c) of the Code. 
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The Commission shall not take any action or permit or suffer any action to be taken if the 
result of the same would be to cause any ·of the 2016 Sub-Series A Bonds to be "federally 
guaranteed" within the meaning of section l 49(b) of the Code. 

SECTION 100.08 Continuing Disclosure. 

The Commission hereby covenants and agrees that it will comply with and carry out all 
of the provisions of that certain Continuing Disclosure Certificate, dated as of the date of 
issuance of the 2016 Sub-Series A Bonds, executed and delivered by the Commission in 
connection with the issuance of the 2016 Sub-Series A Bonds, as it may be supplemented and 
amended in accordance with its terms (the "2016 Series AB Continuing Disclosure Certificate"). 
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with 
the 2016 Series AB Continuing Disclosure Certificate shall not be considered an Event of 
Default; however, any Participating Underwriter (as such term is defined in the 2016 Series AB 
Continuing Disclosure Certificate) or any Bondowner or beneficial owner may take such actions 
as may be necessary and appropriate, including seeking specific performance by court order, to 
cause the Commission to comply with its obligations under this Section, and the sole remedy in 
the event of any failure of the Commission to comply with the 2016 Series AB Continuing 
Disclosure Certificate shall be an action to compel performance. 

ARTICLECI 

MISCELLANEOUS 

SECTION 101.01 Terms of 2016 Sub-Series A Bonds Subject to the Indenture. 

Except as expressly provided in this Twenty-First Supplemental Indenture, every term 
and condition contained in the Indenture shall apply to this Twenty-First Supplemental 
Indenture, and to the 2016 Sub-Series A Bonds, with the same force and effect as if the same 
were herein set forth at length, with such omissions, variations and modifications thereof as may 
be appropriate to make the same conform to this Twenty-First Supplemental Indenture. 

This Twenty-First Supplemental Indenture and all the terms and provisions herein 
contained shall form part of the Indenture as· fully and with the same effect as if all such terms 
and provisions had been set forth in the Indenture. The Indenture is hereby· ratified and 
confirmed and shall continue in full force and effect in.accordance with the terms and provisions 
thereof, as supplemented and amended hereby. 

SECTION 101.02 Effective Date of Twenty-First Supplemental Indenture. 

This Twenty-First Supplemental Indenture shall take effect upon its execution and 
delivery. 

SECTION 101.03 Execution in Counterparts; No Seal Required for Execution. This 
Twenty-First Supplemental Indenture may be executed in several counterparts, each of which 
shall be deemed an original, and all of which shall constitute but one and the same instrument. 
No seal of the Commission is required for the execution of this Twenty-First Supplemental 
Indenture. 
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ARTICLE CII 

ADDITIONAL CITY REQUIREMENTS· 

As used in this Article, "Agreement" means the Indenture. [UPDATE AS 
NECESSARY] 

To the extent of any inconsistency between the prov1s1ons in this ·Article and the 
provisions in prior Articles of this Indenture entitled "City Requirements" or "Additional City 
Requirements," the provisions of this Article shall control. 

SECTION 102.01 Local Business Enterprise Utilization; Liquidated Damages. 

(a) The LBE Ordinance 

The Trustee shall comply with all the requirements of the Local Business Enterprise and 
Non-Discrimination in Contracting Ordinance set forth in Chapter 14B of the· San Francisco 
Administrative Code as it now exists or as it may be amended in the future (collectively the 
"LBE Ordinance"), provided such amendments do not materially increase the Trustee's 
obligations or liabilities, or materially diminish the Trustee's rights, under this Twenty-First 
Supplemental Indenture. Such provisions of the LBE Ordinance are incorporated by reference 
and made a part of this Twenty-First Supplemental Indenture as though fully set forth in this 
section. The Trustee's willful failure to comply with any applicable provision of the LBE 
Ordinance is a material breach of the Trustee's obligations under this Twenty-First Supplemental 
Indenture and shall entitle City, subject to any applicable notice and cure provisions set forth in 
this Twenty-First Supplemental Indenture, to exercise any of the remedies provided for under 
this Twenty-First Supplemental Indenture, under the LBE Ordinance or otherwise available at 
law or in equity, which remedies shall be cumulative unless this Twenty-First Supplemental 
Indenture expressly provides that any remedy is exclusive. In addition, the Trustee shall comply 
fully with all other applicable local, state and federal laws prohibiting discrimination and 
requiring equal opportunity in contracting, including subcontracting. 

(b) Enforcement 

If the Trustee willfully fails to comply with any of the provisions of the LBE Ordinance, 
the rules and regulations implementing the LBE Ordinance, or the provisions of this Twenty
First Supplemental Indenture pertaining to LBE participation, the Trustee shall be liable for 
liquidated damages in . an amount equal to the Trustee's net profit on this Twenty-First 
Supplemental Indenture, or 10% of the total amount of this Twenty-First Supplemental 
Indenture, or $1,000, whichever is greatest. The Director of the City's Contracts Monitoring 
Division or any other public official authorized to enforce the LBE Ordinance (separately and 
collectively, the "Director of CMD") may also impose other sanctions against the Trustee 
authorized in the LBE Ordinance, including declaring the Trustee to be irresponsible and 
ineligible to contract with the City for a period of up to five years or revocation of the Trustee's 
LBE certification. The Director of CMD will determine the sanctions to be imposed, including 
the amount of liquidated damages, after investigation pursuant to· Administrative Code § 14B.17. 
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By entering into this Twenty-First Supplemental Indenture, the Trustee acknowledges 
and agrees that any liquidated damages assessed by the Director of the CMD shall be payable to 
City upon demand. The Trustee further acknowledges and agrees that any liquidated damages 
assessed may be withheld from any monies due to the Trustee on any contract with City. 

The Trustee agrees to maintain records necessary for monitoring its compliance with the 
LBE Ordinance for a period of three years following termination or expiration of this Twenty
First Supplemental Indenture, and shall make such records available for audit and inspection by 
the Director of CMD or the Controller upon request. 

SECTION 102.02 Nondiscrimination; Penalties. 

(a) Trustee Shall Not Discriminate 

In the performance of this Twenty-First Supplemental Indenture, the Trustee agrees not 
to discriminate against any employee, City and County employee working with the Trustee or 
subcontractor, applicant for employment with the Trustee or subcontractor, or against any person 
seeking accommodations, advantages, facilities, privileges, services, or membership in all 
business, social, or other establishments or organizations, on the basis of the fact or perception of 
a person's race, color, creed, religion, national origin, ancestry, age, height, weight, sex, sexual 
orientation, gender identity, domestic partner status, marital status, disability or Acquired 
Immune Deficiency Syndrome or HIV status (AIDS/HN status), or association with members of 
such protected classes, or in retaliation for opposition to discrimination against such classes. 

(b) Subcontracts 

The Trustee shall incorporate by reference in all subcontracts the prov1s1ons of 
§§12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative Code (copies of which 
are available from Purchasing) and shall require all subcontractors to comply with such 
prov1s10ns. The Trustee's failure to comply with the obligations in this subsection shall 
constitute a material breach ofthi~ Twenty-First Supplemental Indenture. 

( c) N ondiscrimination in Benefits 

The Trustee does not as of the date of this Twenty-First Supplemental Indenture and will 
not during the term of this Twenty-First Supplemental Indenture, in any of its operations in San 
Francisco, on real property owned by San Francisco, or where work is being performed for the 
City elsewhere in the United States, discriminate in the provision of bereavement leave, family 
medical leave, health benefits, membership or membership discounts, moving expenses, pension 
and retirement benefits or travel benefits, as well as any benefits other than the benefits specified 
above, between employees with domestic partners and employees with spouses, and/or between 
the domestic partners and spouses of such employees, where the domestic partnership has been 
registered with a governmental entity pursuant to state or local law authorizing such registration, 
subject to the conditions set forth in §12B.2(b) of the San Francisco Administrative Code. 
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(d) Condition to Contract 

As a condition to this Twenty-First Supplemental Indenture, the Trustee shall execute the 
"Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-
12B-l O l) with supporting documentation and secure the approval of the form by the San 
Francisco Contracts Monitoring Division (formerly 'Human Rights Commission'). 

(e) Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C of the San Francisco Administrative Code are 
incorporated in this Section by reference and made a part of this Twenty-First Supplemental 
Indenture as though fully set forth herein. The Trustee shall comply fully with and be bound by 
all of the provisions that apply to this Twenty-First Supplemental Indenture under such Chapters, 
including but not limited to the remedies provided in such. Chapters. Without limiting the 
foregoing, the Trustee understands that pursuant to §§12B.2(h) and 12C.3(g) of the San 
Francisco Administrative Code, a penalty of $50 for each person for each calendar day during 
which such person was discriminated against in violation of the provisions of this Twenty-First 
Supplemental Indenture may be assessed against the Trustee and/or deducted from any payments 
due the Trustee. 

SECTION 102.03 MacBride Principles-Northern Ireland. Pursuant to San Francisco 
Administrative Code §12F.5, the City and County of San Francisco urges companies doing 
business in Northern Ireland to move towards resolving employment inequities, and encourages 
such companies to abide by the MacBride Principles. The City and County of San Francisco 
urges San Francisco companies to do business with corporations that abide by the MacBride 
Principles. By signing below, the person executing this Twenty-First Supplemental Indenture on 
behalf. of the Trustee acknowledges and agrees that he or she has read and understood this 
section. 

SECTION 102.04 Tropical Hardwood and Virgin Redwood Ban. Pursuant to §804(b) 
of the San Francisco Environment Code, the City and County of San Francisco urges contractors 

·not to import, purchase, obtain, or use for any purpose, any tropical hardwood, tropical 
hardwood wood product, virgin redwood or virgin redwood wood product. 

SECTION 102.05 Drug-Free Workplace Policy. The Trustee acknowledges that 
pursuant to the Federal Drug-Free Workplace Act of 1989, the unlawful manufacture, 
distribution, dispensation, possession, or use of a controlled substance is prohibited on City 
premises. The Trustee agrees that any violation of this prohibition by the Trustee, its employees, 
agents or assigns will be deemed a material breach of this Twenty-First Supplemental Indenture. 

SECTION 102.06 Compliance with Americans with Disabilities Act. The Trustee 
acknowledges that, pursuant to the Americans with Disabilities Act (ADA), programs, services 
and other activities provided by a public entity to the public, whether directly or through a 
contractor, must be accessible to the disabled public. The Trustee shall provide the services 
specified in this Twenty-First Supplemental Indenture in a manner that complies with the ADA 
and any and all other applicable federal, state and local disability rights legislation. The Trustee 
agrees not to discriminate against disabled persons in the provision of services, benefits or 
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activities provided under this Twenty-First Supplemental Indenture and further agrees that any 
violation of this prohibition on the part of the Trustee, its employees, agents or assigns will 
constitute a material breach of this Twenty-First Supplemental Indenture. 

SECTION 102.07 Sunshine Ordinance, In accordance with San Francisco 
Administrative Code §67 .24( e ), . contracts, contractors' bids, responses to solicitations and all 
other records of communications between City and persons or firms seeking contracts, shall be 
open to inspection immediately after a contract has been awarded. Nothing· in this provision 
requires the disclosure of a private person or organization's net worth or other proprietary 
financial data. submitted for qualification for a contract or other benefit until and unless that 
person or organization is awarded the contract or benefit. Information provided which is covered 

. by this paragraph will be made available to the public upon request. 

SECTION 102.08 Limitations on Contributions. Through execution of this Twenty-
First Supplemental Indenture, the Trustee acknowledges that it is familiarwith section 1.126 of 
the City's Campaign and Governmental Conduct Code, which prohibits any person who 
contracts with the City for the rendition of personal services, for the furnishing of any material, 
supplies or equipment, for the sale or lease of any land or building, or for a grant, loan or loan 
guarantee, from making any campaign contribution to (1) an individual holding a City elective 
office if the contract must be approved by the individual, the board of a state agency on which 
that individual serves, or a board on which an appointee of that individual serves, (2) a candidate · 
for the office held by such individual, or (3) a committee controlled by such individual, at any 
time from the commencement of negotiations . for the contract until the later of either the 
termination of negotiations for such contract or six months after the date the contract is 
approved. The Trustee acknowledges that the foregoing resfriction applies only if the contract or 
a combination or series of contracts approved by the same individual or board in a fiscal year 
have a total anticipated or actual value of $50,000 or more. The Trustee further acknowledges 
that the prohibition on contributions applies to each prospective party to the contract; each 
member of the Trustee's board of directors; the Trl}stee's chairperson, chief executive officer, 
chief financial officer and chief operating officer; any person with an ownership interest of more 
than 20 percent in the Trustee; any subcontractor listed in the bid or contract; and any committee 
that is sponsored or controlled by the Trustee. Additionally, the Trustee acknowledges that the 
T~ustee must inform each of the persons described in the preceding sentence of the prohibitions 
contained in section 1.126. [The Trustee further agrees to provide to the City the names of each 
person, entity or committee described above.] 

SECTION 102.09 Requiring Minimum· Compensation for Covered Employees. 

(a) The Trustee agrees to comply fully with and be bound by all of the provisions of 
the Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative 
Code Chapter 12P (Chapter 12P), including the remedies provided, and implementing guidelines 
and rules. The provisions of Chapter 12P are incorporated herein by reference and made a part 
of this Twenty-First Supplemental Indenture as though fully set forth. The text of the MCO is 
available on the web at http://www.sfgov.org/olse/mco. A partial listing of some of the Trustee's 
obligations under the MCO is set forth in this Section. The Trustee is required to comply with 
all the provisions of the MCO, irrespective of the listing of obligations in this Section. 
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(b) The MCO requires the Trustee to pay the Trustee's employees a minimum hourly 
gross compensation wage rate and to provide minimum compensated and uncompensated time 
off. The minimum wage rate may change from year to year and the Trustee is obligated to keep 
informed of the then-current requirements. Any subcontract entered into by the Trustee shall 
require the subcontractor to comply with the requirements of the MCO and shall contain 
contractual obligations substantially the same as those set forth in this Section. It is the Trustee's 
obligation to ensure that any subcontractors of any tier under this Twenty-First Supplemental 
Indenture comply with the requirements of the MCO. If any subcontractor under this Twenty
First Supplemental Indenture fails to comply, the City may pursue any of the remedies set forth 
in this Section against the Trustee. 

( c) The Trustee shall not take adverse action or otherwise discriminate against an 
employee or other person for the exercise or attempted exercise of rights under the MCO. Such 
actions, if taken within 90 days of the exercise or attempted exercise of such rights, will be 
rebuttably presumed to be retaliation prohibited by the MCO. 

(d) The Trustee shall maintain employee and payroll records as required by the MCO. 
If the Trustee fails to do so, it shall be presumed that the Trustee paid no more than the minimum 
wage required under State law. 

(e) The City is authorized to inspect the Trustee's job sites and conduct interviews 
with employees and conduct audits of the Trustee. 

(f) The Trustee's commitment to provide the Minimum Compensation is a material 
element of the City's consideration for this Twenty-First Supplemental Indenture. The City in its 
sole discretion shall determine whether such a breach has occurred. The City and the public will 
suffer actual damage that will be impractical or extremely difficult to determine if the Trustee 
fails to comply with these requirements. The Trustee agrees that the sums set forth in 
Section 12P.6.1 of the MCO as liquidated damages are not a penalty, but are reasonable 
estimates of the loss that the City and the public will incur for the Trustee's noncompliance. The 
procedures governing the assessment of liquidated damages shall be those set forth in 
Section 12P.6.2 of Chapter 12P .. 

(g) The Trustee understands and agrees that if it fails to comply with the requirements 
of the MCO, the City shall have the right to. pursue any rights or remedies available under 
Chapter 12P (including liquidated damages), under the terms of this Twenty-First Supplemental 
Indenture, and under applicable law. If, within 30 days after receiving written notice of a breach 
of this Twenty-First Supplemental Indenture for violating the MCO, the Trustee fails to cure 
such breach or, if such breach cannot reasonably be cured within such period of 30 days, the 
Trustee fails to commence efforts to cure within such period, or thereafter fails diligently to 
pursue such cure to completion, the City shall have the right to pursue any rights or remedies 
available under applicable law, including those set forth in Section 12P.6(c) of Chapter 12P. 
Each of these remedies shall be exercisable individually or in combination with any other rights 
or remedies available to the City. 

(h) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the intent of the MCO. 
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(i) The City may conduct random audits of the Trustee. Random audits shall be 
(i) noticed in advance in writing; (ii) limited to ascertaining whether Covered Employees are 
paid at least the minimum compensation required by the MCO; (iii) accomplished through an 
examination of pertinent records at a mutually agreed upon time and focation within ten days of 
the written notice; and (iv) limited to one audit of the Trustee every two years for the duration of 
this Twenty-First Supplemental Indenture. Nothing in this Twenty-First Supplemental Indenture 
is intended to preclude the City from investigating any report of an alleged violation of the 
MCO. 

SECTION 102.1.0 Requiring Health Benefits for. Covered Employees. Unless 
exempt, the Trustee agrees to comply fully with and be bound by all of the provisions of the 
Health Care Accountability Ordinance (HCAO), as set forth in San Francisco Administrative 
Code Chapter 12Q, including the remedies provided, and implementing regulations, as the same 
may be amended from time to time. The provisions of Chapter 12Q are incorporated herein by 
reference and made a part of this Twenty-First Supplemental Indenture as though fully set forth. 
The text of the HCAO is available on the web at www.sfgov.org/olse. Capitalized terms used in 
this Section and not defined in this Twenty-First Supplemental Indenture shall have the 
meanings assigned to such terms in Chapter 12Q. 

(a) For each Covered Employee, the Trustee shall provide the appropriate health 
benefit set forth in Section 12Q.3 of the HCAO. If the Trustee chooses to offer the health plan 
option, such health plan shall meet the minimum standards set forth by the San Francisco Health 
Commission. · 

(b) Notwithstanding the above, if the Trustee is a small business as defined in 
Section 12Q.3(d) of the HCAO, it shall have no obligation to comply with part (a) above. 

(c) The Trustee's failure to comply with the HCAO shall constitute a material breach 
of this Twenty-First Supplemental Indenture. The City shall notify the Trustee if such a breach 
has occurred. If, within 30 days after receiving the City's written notice of a breach of this 
Twenty-First Supplemental Indenture for violating the HCAO, the Trustee fails to cure such 
breach or, if such breach cannot reasonably be cured within such period of 30 days, the Trustee 
fails to commence efforts to cure within such period, or thereafter fails diligently to pursue such 
cure to completion, the City shall have the right to pursue the remedies set forth in 12Q.5(f)(l-6) 
and 12Q.5. l. Each of these remedies shall be exercisable individually _or in combination with 
any other rights or remedies available to the City. 

( d) Any Subcontract entered into. by the Trustee shall require the Subcontractor to 
comply with the requirements of the HCAO and shall contain contractual obligations 
substantially the same as those set forth in this Section. The Trustee shall notify City's Office of 
Contract Administration when it enters into such a Subcontract and shall certify to the Office of 
Contract Administration that it has notified the.Subcontractor of the obligations under the HCAO 
and has imposed the requirements of the HCAO on Subcontractor through the Subcontract. The 
Trustee shall be responsible for its Subcontractors' compliance with Chapter 12Q. If a 
Subcontractor fails to comply, the City may pursue the remedies set forth in this Section against 
the Trustee based on the Subcontractor's failure to comply, provided that the City has first 
provided the Trustee with notice and an opportunity to obtain a cure of the violation. 
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(e) The Trustee shall not discharge, reduce in compensation, or otherwise 
discriminate against any employee for notifying the City with regard to the Trustee's 
noncompliance or anticipated noncompliance with the requirements of the HCAO, for opposing 
any practice proscribed by the HCAO, for participating in proceedings related to the HCAO, or 
for seeking to assert or enforce any rights under the HCAO by any lawful means. 

(f) The Trustee represents and warrants that it is not an entity that was set up, or is 
being used, for the purpose of evading the intent of the HCAO. 

(g) The Trustee shall maintain employee and payroll records in compliance with the 
California Labor Code and Industrial Welfare Commission orders, including the number of hours 
each employee has worked on this Twenty-First Supplemental Indenture. 

(h) The Trustee shall keep itself informed of the current requirements of the HCAO. 

(i) The Trustee shall provide reports to the City in accordance with any reporting 
standards promulgated by the City under the HCAO, including reports on Subcontractors and 
Subtenants, as applicable, 

G) The Trustee shall provide the City with access to records pertaining to compliance 
with HCAO after receiving a written request from the City to do so and being provided at least 
ten business days to respond. 

(k) The Trustee shall allow the City to inspect the Trustee's job sites and have access 
to the Trustee's employees in order to monitor and determine compliance with HCAO. 

(l) The City may conduct random audits of the Trustee to ascertain its compliance 
with HCAO. The Trustee agrees to cooperate with the City when it conducts such audits. 

(m) If the Trustee is exempt from the HCAO when this Twenty-First Supplemental 
Indenture is executed because its fees hereunder are in an amount that is less than $25,000 
($50,000 for nonprofits), but the Trustee later enters into an agreement or agreements that cause 
the Trustee's aggregate amount of all agreements with the City to reach $75,000, all the 
agreements shall be thereafter subject to the HCAO. This obligation arises on the effective date 
of the agreement that causes the cumulative amount of fees from agreements between the Trustee 
and the City to be equal to or greater than $75,000 in the fiscal year. 

SECTION 102.11 Prohibition on Political Activity with City Funds. In accordance 
with San Francisco Administrative Code Chapter 12.G, the Trustee may not participate in, 
support, or attempt to influence any political campaign for a candidate or for a ballot measure 
(collectively, "Political Activity") in the performance of the services provided under this 
Twenty-First Supplemental Indenture. The Trustee agrees to comply "'.ith San Francisco 
Administrative Code Chapter 12.G and any implementing rules and regulations promulgated by 
the City's Controller. The terms and provisions of Chapter 12.G are incorporated herein by this 
reference. In the event the Trustee violates the provisions of this Section, the City may, in 
addition to any other rights or remedies available hereunder, (i) terminate this Twenty-First 
Supplemental Indenture, and (ii) prohibit the Trustee from bidding on or receiving any new City 
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contract for a period of two (2) years. The Controller will not consider the Trustee's use of profit 
as a violation of this Section. 

SECTION 102.12 Conflict of Interest. Through its execution of this Twenty-First 
Supplemental Indenture, the Trustee acknowledges that it is familiar with the provisions of 
section 15.103 of the City's Charter, Article III, Chapter 2 of City's Campaign and 
Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq. of the 
Government Code of the State of California, and certifies that it does not know of any facts 
which constitute a violation of said provision and agrees that it will immediately notify the City 
if it. becomes aware of any such fact during the term of this Twenty-First Supplemental 
Indenture. 

SECTION 102.13 Earned Income Credit (EIC) Forms. Administrative Code 
Section 120 requires that employers provide their employees with IRS Form W-5 (The Earned 
Income Credit Advance Payment Certificate) and the IRS EIC Schedule, as set forth below. 
Employers can locate these forms at the IRS Office, on the Internet, or anywhere that Federal 
Tax Forms can be found. 

(a) The Trustee shall provide EIC Forms to each Eligible Employee at each of the 
following times: (i) within thirty days following the date on which this Twenty-First 
Supplemental Indenture becomes effective (unless the Trustee has already provided such EIC 
Forms at least once during the calendar year in which such effective date falls); (ii) promptly 
after any Eligible Employee is hired by the Trustee; and (iii) annually between January 1 and 
January 31 of each calendar year during the term of this Twenty-First Supplemental Indenture. 

(b) Failure to comply with any requirement contained in subparagraph (a) of this 
· Section shall constitute a material breach by the Trustee of the terms of this Twenty-Fir~t 

Supplemental Indenture. If, within thirty days after the Trustee receives written notice of such a 
breach, the Trustee fails to cure such breach or, if such breach cannot reasonably be cured within 
such period of thirty days, the Trustee fails to commence efforts to cure within such period or 
thereafter fails to diligently pursue such cure to completion, the City may pursue any rights or 
remedies available under this Twenty-First Supplemental Indenture or under applicable law. 

( c) Any Subcontract entered into by the Trustee shall require the subcontractor to 
comply, as to the subcontractor's Eligible Employees, with each of the terms of this Section. 

(d) Capitalized- terms used in this Section and not defined in this Twenty-First 
Supplemental Indenture shall have the meanings assigned to such terms in Section 120 of the 
San Francisco Administrative Code. 

SECTION 102.14 Preservative-treated Wood Containing Arsenic. The Trustee may 
not purchase preservative-treated wood products containing arsenic in the performance of this 
Twenty-First Supplemental Indenture unless an exemption from the requirements of Chapter 13 
of the San Francisco Environment Code is obtained from the Department of the Environment 
under section 1304 of the Environment Code. The term "preservative-treated wood containing 
arsenic" shall mean wood treated with a preservative that contains arsenic, elemental arsenic, or 
an arsenic copper combination, including, but not limited to, chromated copper arsenate 
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preservative, ammoniacal copper zinc arsenate preservative, or ammoniacal copper arse11ate 
preservative. The Trustee may purchase preservative-treated wood products on the list of 
environmentally preferable alternatives prepared and adopted by the Department of the 
Environment. This provision does not preclude the Trustee from purchasing preservative-treated 
wood containing arsenic for saltwater immersion. The term "saltwater immersion" shall mean a 
pressure-treated wood that is used for construction purposes or facilities that are partially or 
totally immersed in sa_1twater. 

SECTION 102.15 Protection of Private Information. The Trustee has read and agrees 
to the terms set forth in San Francisco Administrative Code sections 12M.2, "Nondisclosure of 
Private Information," and 12M.3, "Enforcement," and in Administrative Code Chapter 12M, 
"Protection of Private Information," which are incorporated herein as if fully set forth. The 
Trustee agrees that any failure of the Trustee to comply with the requirements of Section 12M.2 
of Chapter 12M shall be a material breach of this Twenty-First Supplemental Indenture. In such 
an event, in addition to any other remedies available to it under equity or law, the City may 
terminate this Twenty-First Supplemental Indenture, bring a false claim action against the 
Trustee pursuant to Chapter 6 or Chapter 21 of the Administrative Code, or debar the Trustee. 

SECTION 102.16 Proprietary or Confidential Information of the City. The Trustee 
understands and agrees that, in the performance of the work or services under this Twenty-First 
Supplemental Indenture or in contemplation thereof, the Trustee may have access to private or 
confidential information which may be owned or controlled by the City and that such 
information may contain proprietary or confidential details, the disclosure of which to third 
parties may be damaging to the City. The Trustee agrees that all information disclosed by City to 
the Trustee shall be held in confidence and used only in the performance of this Twenty-First 
Supplemental Indenture. The Trustee shall exercise .the same standard of care to protect such 
information as a reasonably prudent contractor would use to protect its own proprietary data. 

SECTION 102.17 Compliance with Laws. The Trustee shall keep itself fully 
informed of the City's Charter, codes, ordinances and regulations of the City and of all state, and 
federal laws in any manner affecting the performance of this Twenty-First Supplemental 
Indenture, and must at all times comply with such local codes, ordinances, and regulations and 
all applicable laws as they may be amended from time to time. 

SECTION 102.18 Works for Hire. If, in connection with services performed under 
this Twenty-First Supplemental Illdenture, the Trustee or its subcontractors create artwork, copy, 
posters, billboards, photographs, videotapes, audiotapes, systems designs, software, reports, 
diagrams, surveys, blueprints, source codes or any other original works of authorship, such 
works of authorship shall be works for hire as defined under Title 17 of the United States Code, 
and all copyrights in such works are the property of the City. If it is ever determined that any 
works created by the Trustee or its subcontractors under this Twenty-First Supplemental 
Indenture are not works for hire under U.S. law, the Trustee hereby assigns all copyrights to such 
works to the City, and agrees to provide any material and execute any documents necessary to 
effectuate such assignment. With the approval of the City, the Trustee may retain and use copies 
of such works for reference and as documentation of its experience and capabilities. 
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SECTION 102.19 Resource Conservation. Chapter 5 of the San Francisco 
Environment Code ("Resource Conservation") is incorporated herein by reference. Failure by 
the Trustee to comply with any of the applicable requirements of Chapter 5 wW be deemed a 
material breach of this Twenty-First Supplemental Indenture. 

SECTION 102.20 Public Access to Meetings and Records. If the Trustee receives 
cumulative total fees per year of at least $250,000 in City funds or City-administered funds and 
is a non-profit organization as defined in Chapter 12L of the San Francisco Administrative Code, 
the Trustee shall comply with and be bound by all the applicable provisions of that Chapter. By 
executing this Twenty-First Supplemental Indenture, the Trustee agrees to open its meetings and 
records to the public in the manner set forth in §§12L.4 and 12L.5 of the Administrative Code. 
The Trustee further agrees to make good faith efforts to promote community membership on its 
Board of Directors in the miJ.nner set forth in § 12L.6 of the Administrative Code. The Trustee 
acknowledges that its material failure to comply with any of the provisions of this paragraph 
shall constitute a material breach of this Twenty-First Supplemental Indenture. The Trustee 
further acknowledges that such material breach of this Twenty-First Supplemental Indenture 
shall be grounds for the City to terminate and/or not renew the agreement, partially-or in its 
entirety. 

SECTION 102.21 Guaranteed Maximum Costs. 

(a) . The City's obligation hereunder shall not at any time exceed the amount certified 
by the Controller for the purpose and period stated in such certification. 

(b) Except as may be provided by laws governing emergency procedures, officers and 
employees of the City are not authorized to request, and the City is not required to reimburse the 
Trustee for, commodities or services beyond the agreed upon contract scope unless the changed 
scope is authorized by amendment and approved as required by law. 

( c) Officers and employees of the City are not authorized to offer or promise, nor is 
the City required to honor, any offered or promised additional funding in excess of the maximum 
amount of funding for which the contract is certified without certification of the additional 
amou.nt by the Controller. 

( d) The Controller is not authorized to make payments on any contract for which 
funds have not been certified as available in the budget or by supplemental appropriation. 

SECTION 102.22 Submitting False Claims; Monetary Penalties. Pursuant to San 
Francisco Administrative Code §21.35, any contractor, subcontractor or consultant who submits 
a false claim shall be liable to the City for the statutory penalties set forth in that section. A 
contractor, subcontractor or consultant who submits a false claim shall also be liable to the City 
for the costs, including attorneys' fees, of a civil action brought to recover any of those penalties 
or damages, and may be liable to the City for a civil penalty of up to $10,000 for each false 
claim. A contractor, subcontractor or consultant will be deemed to have submitted a false claim 
to the City if the contractor, subcontractor or consultant: (a) knowingly presents or causes to be 
presented to an officer or employee of the City a false claim or request for payment or approval; 
(b) knowingly makes, uses, or causes to be made or used a false record or statement to get a false 
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claim paid or approved by the City; (c) conspires to defraud the City by getting a false claim 
allowed or paid by the City; ( d) knowingly makes, uses, or causes to be made or used a false 
record or statement to conceal, avoid, or decrease an obligation to pay or transmit money or 
property to the City; or ( e) is a beneficiary of an inadvertent submission of a false claim to the 
City, subsequently discovers the falsity of the claim, and fails to disclose the false claim to the 
City within a reasonable time after discovery of the false claim. 

SECTION 102.23 Food Service Waste Reduction Requirements. Effective June 1, 
2007, the Trustee agrees to comply fully with and be bound by all of the provisions of the Food 
Service Waste Reduction Ordinance, as set forth in San Francisco Environment Code Chapter 
16, including the remedies provided, and implementing guidelines and rules. The provisions of 
Chapter 16 are incorporated herein by reference and made a part of this Twenty-First 
Supplemental Indenture as though fully set forth. This provision is a material term of this 
Twenty-First Supplemental Indenture. By entering into this Twenty-First Supplemental 
Indenture, the Trustee agrees that if it breaches this provision, City will suffer actual damages 
that will be impractical or extremely difficult to determine; further, the Trustee agrees that the 
sum of one hundred dollars ($100) liquidated damages for the first breach, two hundred dollars 
($200) liquidated damages for the second breach in the same year, and five hundred dollars 
($500) liquidated damages for subsequent breaches in the same year is a reasonable estimate of 
the damage . that the City will incur based on the violation, established in light of the 
circumstances existing at the time this Twenty-First Supplemental Indenture was made. Such 
amount shall not be considered a penalty, but rather agreed monetary damages sustained by the 
City because of the Trustee's failure to comply with this provision. 

SECTION 102.24 Graffiti Removal. Graffiti is detrimental to the health, safety and 
welfare of the community in that it promotes a perception in the community that the laws 
protecting public and private property can be disregarded with impunity. This perception fosters 
a sense of disrespect of the law that results in an increase in crime; degrades the community and 
leads to urban blight; is detrimental to property values, business opportunities and the enjoyment 
of life; is inconsistent with the City's property maintenance goals and aesthetic standards; and 
results in additional graffiti and in other properties becoming the target of graffiti unless it is 
quickly removed from public and private property. Graffiti results in visual pollution and is a 
public nuisance. Graffiti must be abated as quickly as possible to avoid detrimental impacts on 
the City and County and its residents, and to prevent the further spread of graffiti. 

The Trustee shall remove all graffiti from any real property owned or leased. by the 
Trustee in the City and County of San Francisco within forty eight ( 48) hours of the earlier of the 
Trustee's (a) discovery or notification of the graffiti or (b) receipt of notification of the graffiti 
from the Department of Public Works. This section is not intended to require the Trustee to 
breach any lease or other Twenty-First Supplemental Indenture that it may have concerning its 
use of the real property. The term "graffiti" means any inscription, word, figure, marking or 
design that is affixed, marked, etched, scratched, drawn or painted on any building, structure, 
fixture or other improvement, whether permanent or temporary, including by way of example 
only .and without limitation, signs, banners, billboards and fencing surrounding construction 
sites, whether public or private, without the consent of the owner of the property or the owner's 
authorized agent, and which is visible from the public right-of-way. "Graffiti" shall not include: 
(1) any sign or banner that is authorized by, and in compliance with, the applicable requirements 
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of the San Francisco Public Works Code, the San Francisco Planning Code or the San Francisco 
Building Code; or (2) any mural or other painting or marking on the property that is protected as 
a work of fine art under the California Art Preservation ACt (California Civil Code sections 987 
et seq.) or as a work of visual art under the Federal Visual Artists Rights Act of 1990 (17 U.S.C. 
§§ 101 et seq.). 

Any failure of the Trustee to comply with this section of this Twenty-First Supplemental 
Indenture shall constitute a material breach of this Twenty-First Supplemental Indenture. 

SECTION 102.25 Agreement Made in California; Venue. The formation, 
interpretation and performance of this Agreement shall be governed by the laws of the State of 
California. Venue for all litigation relative to the formation, interpretation and performance of 
this Agreement shall be in San Francisco. 

SECTION 102.26 Ownership of Results. Any interest of the Trustee or its 
Subcontractors in drawings, plans, specifications, blueprints, studies, reports, meµ10randa, 
computation sheets, computer files and media or other documents prepared by the Trustee or its 
subcontractors in connection with services to be performed under this Twenty-First 
Supplemental Indenture shall become the property of and will be transmitted to the City. 
However, the Trustee may retain and use copies for reference and as documentation of its 
experience and capabilities. 

SECTION 102.27 Audit and Inspection of Records. The Trustee agrees to maintain 
and make available to the· City, during regular business hours, accurate books and accounting · 
records relating to its work under this Twenty-First Supplemental Indenture. The Trustee will 
permit the City to audit, examine and make excerpts and transcripts from such books and 
records, and to make audits of all invoices, materials, payrolls, records or personnel and other 
data related to all other matters covered by this Twenty-First Supplemental Indenture, whether 
funded in whole or in part under this Twenty-First Supplemental Indenture. The Trustee shall 
maintain such data and records in an accessible location and condition for a period of not less 
than three years after final payment under this Twenty-First Supplemental Indenture or until after 
final audit has been resolved, whichever is later. The State of California or any federal agency 
having an interest in the subject matter of this Twenty-First Supplemental Indenture shall have 
the same rights conferred upon the City by this Section. 

SECTION 102.28 . Subcontracting. The Trustee is prohibited from subcontracting this 
Twenty-First Supplemental Indenture or any part of it unless such subcontracting is first 
approved by the City in writing. Neither party shall, on the basis of this Twenty-First 
Supplemental Indenture, contract on behalf of or in the name of the other party. An agreement 
made in violation of this provision shall confer no rights on any party and shall be null and void. 

SECTION 102.29 Assignment. The services to be performed by Trustee are personal 
in character and neither this Twenty-First Supplemental Indenture nor any duties or obligations 
hereunder may be assigned or delegated by the Trustee unless first approved by the City by 
written instrument executed and approved in the same manner as this Twenty-First Supplemental 
Indenture. · 
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SECTION 102.30 Non-Waiver of Rights. The omission by either party at any time to 
enforce any default or right reserved to it, or to require performance of any of the terms, 
covenants, or provisions hereof by the other party at the time designated, shall not be a waiver of 
any such default or right to which the party is entitled, nor shall it in any way affect the right of 
the party to enforce such provisions thereafter. 

SECTION 102.31 City a Third Party Beneficiary. The City is hereby designated as a 
third party beneficiary for the purpose of enforcing all of the obligations of the Trustee contained 
in this Article of this Twenty-First Supplemental Indenture and to the extent that any other rights 
are given to the City hereunder. 
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IN WITNESS WHEREOF, the parties hereto have executed this Twenty-First 
Supplemental Indenture by their officers thereunto duly authorized as of the· date and year first 
written above. · 

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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U.S. BANK NATIONAL ASSOCIATION, 
as trustee 

By: 
Vice President 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

General Manager 



$ ------

Dated Date 

EXHIBITY 

FORM OF 2016 SUB-SERIES A BOND 

State of California 

City and County of San Francisco 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BOND 
2016 SERIES AB 

2016 SUB-SERIES A BOND (REFUNDING) 

Interest Rate Maturity Date 

October_; 2016 November 1, 20_ 

Registered Owner: Cede & Co. 

Principal Amount: DOLLARS 

No.R-

CUSIPNo. 

The PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN 
FRANCISCO, a commission duly organized and existing under and pursuant to the Charter of 
the City and County of San Francisco and the laws of the State of California (herein called the 
"Commission"), for value received, hereby promises to pay (but only out of the revenues 
hereinafter referred to) to the registered owner set forth above, or registered assigns, on the 
maturity date set forth above (subject to any right of prior redemption hereinafter provided for), 
the principal sum set forth above by check of the Trustee (as defined below) in lawful money of 
the United States of America, and to pay (but only out of the revenues hereinafter referred to) 
interest thereon in like lawful money from the interest payment date next preceding the date of 
authentication of this Bond (unless this Bond.is authenticated as of a day during the period from 
the 16th day of the calendar month next preceding any interest payment date to and including 
such interest payment date, in which event it shall bear interest from such interest payment date, 
or unless this Bond is authenticated on or before April 15, 2017, in which event it shall bear 
interest from October _, 2016; provided, however, that if, at the time of authentication of any 
Bond, interest is in default on Outstanding Bonds, such Bond shall bear interest from the interest 
payment date to which interest has previously been paid or made available for payment on the 
Outstanding Bonds and shall be payable to the Owners thereof of record as of a special date as 
shall be established by the Trustee following such default) until payment of such principal sum, 
at the interest rate per annum stated above, payable on May 1, 2017 and semiannually thereafter 
on May 1 and November 1 in each year. 
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The principal (or redemption price) hereof is payable to the registered owner hereof upon 
the surrender hereof at the corporate trust office of U.S. Bank National Association, in San 
Francisco, California, as trustee (herein, together with any successor as trustee under the 
Indenture, called the "Trustee"), or such other office designated by the Trustee. The interest 
hereon is payable to the person whose name appears on the bond registration books of the 
Trustee as the registered owner hereof as of the close of business on the 15th day of the calendar 
month immediately preceding an interest payment date, whether or not such day is a business 
day, such interest to be paid, except as otherwise provided in the Indenture, by check mailed to 
such registered owner at such address as appears on such registration books. Interest on this 
Bond shall be calculated on the basis of a 360-day year comprised of twelve 30-day months. 

This Bond is one of a duly authorized issue of revenue bonds of the Commission 
designated as the "San Francisco Water Revenue Bonds" (herein called the "Bonds"), of the 
series and designation indicated on the face hereof (herein called the "2016 Sub-Series A 
Bonds") and is a Current Interest Bond (as such term is defined in the Indenture hereinafter 
referred to). The Bonds are not limited in aggregate principal amount and consist or may consist 
of one or more series of varying denominations, dates, maturities,. interest rates and other 
provisions, as in said Indenture provided, all issued and to be issued under and pursuant to the 
provisions of the Charter of the City and County of San Francisco and all laws of the State of 
California supplemental thereto, including the Revenue Bond Law of 1941 to the extent made . . 

applicable by said Charter (herein collectively called the "Law"), and pursuant to an Amended 
and Restated Indenture, dated as of August 1, 2002, between the Trustee and the Commission, as 
supplemented by that certain First Supplemental Indenture, dated as of March 1, 2006, between 
the Trustee and. the Commission, that certain Second Supplemental Indenture, dated as of 
August 1, 2006, between the Trustee and the Commission, that certain Third Supplemental 
Indenture, dated as of August 1, 2009, between the Trustee and the Commission, that certain 
Fourth Supplemental Indenture, dated as of September 1, 2009, between the Trustee and the 
Commission, that certain Fifth Supplemental Indenture, dated as of June 1, 2010, between the 
Trustee and the Commission, that certain Sixth Supplemental Indenture, dated as of June 1, 
2010, between the Trustee and the Commission, authorizing the issuance of the Commission's 
2010 Sub-Series A and C Bonds, that certain Seventh Supplemental Indenture, dated as of 
June 1, 2010, between the Trustee and the Commission, authodzing the issuance of the 
Commission's 2010 Sub-Series B Bonds, that certain Eighth Supplemental Indenture, dated as of 
August 1, 2010, between the Trustee and the Commi~sion, authorizing the issuance of the 
Commission's 2010 Sub-Series D Bonds, that certain Ninth Supplemental Indenture, dated as of 
August 1, 2010, between the Trustee and the Commission, authorizillg the issuance of the 
Commission's 2010 Sub-Series E Bonds, that certain Tenth Supplemental Indenture, dated as of 
December 1, 2010, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2010 Sub-Series F Bonds, that certain Eleventh Supplemental Indenture, dated as 
of December 1, 2010, between the Trustee ~nd the Commission, authorizing the issuance. of the 
Commission's 2010 Sub-Series G Bonds, that certain Twelfth Supplemental Indenture, dated as 
of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series A Bonds, that certain Thirteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series B Bonds, that certain Fourteenth Supplemental Indenture, dated 
as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2011 Sub-Series C Bonds and that certain Fifteenth Supplemental Indenture, 
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dated as of August 1, 2011, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2011 Sub-Series D Bonds, that certain Sixteenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series A Bonds, that certain Seventeenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012. Sub-Series B Bonds, that certain Eighteenth Supplemental Indenture, 
dated as of June 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Sub-Series C Bonds, that certain Nineteenth Supplemental Indenture, 
dated as of August 1, 2012, between the Trustee and the Commission, authorizing the issuance of 
the Commission's 2012 Series D Bonds, that certain Twentieth Supplemental Indenture, dated as 
of April 1, 2015, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2015 Series A Bonds, that certain Twenty-First Supplemental Indenture, dated as 
of October 1, 2016, between the Trustee and the Commission, authorizing the issuance of the 
Commission's 2016 Sub-Series A Bonds, and that certain Twenty-Second Supplemental 
Indenture, dated as of October 1, 2016, between the Trustee and the Commission, authorizing the 
issuance of the Commission's 2016 Sub-Series B Bonds (collectively, with any supplements or 
amendments thereto, the "Indenture"). 

Reference is hereby made to the Indenture (a copy of which is on file at the office of the 
Trustee) and to the Law for a description of the terms on which the Bonds are issued, the 
provisions with regard to the nature and extent of the Revenues (as such term is defined in the 
Indenture) and the rights thereunder (and limitations thereon) of the registered owners of the 
Bonds and the rights, duties and immunities of the Trustee and the rights and obligations of the 
Commission thereunder; and all the terms of the Indenture and the Law are hereby incorporated 
herein and constitute a contract between the Commission and the registered owner of this Bond, 
and to all the provisions thereof the owner of this Bond, by his acceptance hereof, consents and 
agrees. Each owner hereof shall have recourse to all of the provisions of the Law and the 
Indenture and shall be bound by all of the terms and conditions thereof. 

The Bonds are issued to refinance and finance the reconstruction, replacement, expansion 
and repair of or improvements to the water facilities of the Enterprise, as more particularly 
described in the Indenture. The Bonds are special obligations of the Commission and are 
payable, as to the principal thereof, interest thereon and any premiums upon the redemption of 
any thereof, from the revenues of the Enterprise (which, as more particularly defined in the 
Indenture, are therein and herein called the "Revenues"). All of the Bonds are equally ·secured 
by a pledge of, and charge and lien upon, all of the Revenues, and the Revenues constitute a trust 
fund for the security and payment of the interest on and principal of the Bonds; but nevertheless 
out of the Revenues certain amounts may be applied for other purposes prior to the payment of 
the interest on or principal of the Bonds as provided in the Indenture. Additional Series of Bonds 
payable from the Revenues may be issued on a parity with the Bonds of this Series, but only 
subject to the conditions and limitations contained in the Indenture. 

The principal of and interest on this Bond are payable solely from the Revenues, and the 
Commission is not obligated to pay them except from the Revenues. The Commission has no 
taxing power. The general fund of the City and County of San Francisco is not liable, and the 
credit or taxing power of the City and County of San Francisco is not pledged, for the payment 
of the Bonds or their interest. The Bonds are not secured by a legal or equitable pledge of, or 
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charge, lien or encumbrance upon, any of the property of the Commission or any of its income or 
receipts, except the Revenues. The owner hereof has no right to compel the exercise of any 
taxing power of the City and County of San Francisco. 

The rights and obligations of the Commission and the owners of the Bonds may be 
modified or amended at any time in the mariner, to the extent and upon the terms provided in the 
Indenture. 

The 2016 Sub-Series A Bonds shall be subject to redemption prior to their respective 
stated maturities, at the option of the Commission, from any source of available funds, as a 
whole or in part, from such maturities or portions of maturities as are determined by the 
Commission, and if in part by lot within anyone maturity, on any date on or after May 1, 20_, 
at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series A Bonds to 
be redeemed, plus accrued interest thereon to the date fixed for redemption, without premium. 

The 2016 Sub-Series A Bonds are issuable as fully registered Bonds without coupons in 
the denomination of $5,000 or any integral multiple thereof provided that no Bond shall have 
principal maturing on more than one principal payment date. Subject to the limitations and 
conditions and upon payment of the·charges, if any, as provided in the Indenture, 2016 Sub
Series A Bonds inay be exchanged for a like aggregate principal amount of 2016 Sub-Series A 
Bonds of the same series, tenor and maturity of other authorized denominations . 

. This Bond is transferable by the registered owner hereof, in person or by his attorney 
duly authorized in writing, at said office of the Trustee, but only in the manner, subject to the 
limitations and upon payment of the charges provided in the Indenture, and upon surrender and 
cancellation of this Bond. Upon such transfer a new fully registered Bond or Bonds, of 
authorized denomination or denominations and of the same series and tenor, for the same 
aggregate principal amount will be issued to the transferee in exchange herefor. 

The Commission and the Trustee may treat the registered owner hereof as the absolute 
owner hereof for all purposes, and the Commission and the Trustee shall not be affected by any 
notice to the contrary. · 

It is hereby certified that all of the conditions, things and acts required to exist, to have 
happened or to have been performed precedent to and in the issuance of this Bond do exist, have 
happened or have been performed in due and regular time, form and manner as required by the 
Law and the laws of the State of California, and that the amount of this Bond, together with all 
other obligations of the Commission, does not exceed any limit prescribed by the Law or any 
laws of the State of California, and is not in excess of the amount of Bonds permitted to be 
issued under the Indenture. 

This Bond shall not be entitled to any benefit under the Indenture, or become valid or 
obligatory for any purpose, until the certificate of authentication and registration hereon 
endorsed have been signed by the Trustee. 
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DTCLEGEND 

Unless this bond is presented by an authorized representative of The Depository Trust 
Company, a New York corporation ("DTC"), to the Commission or its agent for registration of 
transfer, exchange, or payment, and any certificate issued is registered in the name of Cede & 
Co. or in such other name as is requested by an authorized representative of DTC (and any 
payment is made to Cede & Co. or to such other entity as is requested by an authorized 
representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR 
VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the 
registered owner hereof, Cede & Co., has an interest herein. 
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IN WITNESS WHEREOF, the Public Utilities Commission of the City and County of 
San Francisco has caused this Bond to be executed on its behalf, signed by the manual or 
facsimile signatures of its General Manager and of the Controller of the City and County of San 
Francisco and .countersigned by the manual or facsimile signature of its Secretary, all as of Dated 
Date. · 

Countersigned: 

Secretary of the Commission 
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PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

General Manager of the Commission 

Controller of the City and County 
of San Francisco 

Y-6 



[FORM OF TRUSTEE'S CERTIFICATE QF AUTHENTICATION 
AND REGISTRATION TO APPEAR ON THE 2016 SUB-SERIES A BOND] 

This Bond is one of the Bonds described in the within-mentioned Indenture, which has 
been authenticated and registered on the date set forth below. 

Dated: Dated Date 
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U.S. BANK NATIONAL ASSOCIATION, 
as Trustee 

Authorized Officer 
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[FORM OF ASSIGNMENT] 

For value received the undersigned do(es) hereby sell, assign and transfer unto 
___________ the within-mentioned Registered Bond and hereby irrevocably 
constitute(s) and appoint(s) attorney, to transfer the same on the books 
of the Trustee with full power of substitution in the premises. 

Dated: _______ _ 

SIGNATURE GUARANTEED BY: 

NOTICE: 
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Signature must be guaranteed by a member firm of the New York Stock 
. Exchange or a commercial bank or trust company. 
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OFFICIAL NOTICE OF SALE 

$ ____ _ 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS 
2016 SERIES C (FEDERALLY TAXABLE) . 

CB Draft 0812412016 

NOTICE IS HEREBY GIVEN that proposals will be received in electronic form only and 
solely through BiDCOMP™/Parity® ("Parity"), in the manner described below, by the Public Utilities 
Commission of the. City and County of San Francisco (the "Commission"), at the offices of the 
Commission on: . 

October_, 2016 
at 8:00 a.m. (California time) 

(subject to postponement or cancellation in accordance with this Official Notice of Sale) 

for the purchase of the revenue bonds captioned above (the "Bonds") of the Commission more 
particularly described below. See "TERMS OF SALE- Warning Regarding Electronic Bids." 

The Commission reserves the right to (i) p·ostpone, from time to time, the date established for 
receipt and opening of bids with respect to the Bonds or (ii) to cancel the sale of the Bonds. Notice of 
any postponement or cancellation will be communicated through Parity as soon as practicable 
following such postponement or cancellation. See "TERMS OF SALE - Postponement or 
Cancellation of Sale." 

Notice of any change in the terms of the sale of the Bonds will be available on Parity by 4 p.m. 
California time the day before the sale. See "TERMS RELATING TO THE BONDS -Adjustment of 
Principal Payments" and "TERMS OF SALE~ Right to Modify or Amend." As a:n accommodation to 
bidders, telephone, facsimile or electronic notice of any amendment or modification of this Official 
Notice of Sale Will be given to any bidder requesting such notice from either of the Commission's 
financial advisors (the "Co-Municipal Advisors"): 

Montague DeRose and Associates, LLC 
2175 N. California Boulevard, Suite 422 
Walnut Creek, California 94596 
Attention: Chia Yang 

Telephone: (925)256-9797 

Facsimile: (925)256-9795 

E-mail: yang@montaguederose.com 

Backstrom McCarley Berry & Co., LLC 
115 Sansome Street, Mezzanine A 
San Francisco, California 94104 
Attention: Vincent McCarley 

Telephone: (415) 392-5505 · 

Facsimile: (415) 392-5276 

E-mail: vmccarley@bmcbco.com 

• Subject to adjustment in accordance with this Official Notice of Sale.t Preliminary, subject to change. If revisions are 
made to the principal amortization schedule prior to the sale date, the not to exceed amount will be equal to 110% of the 
revised aggregate principal amount of the Bonds. 



Failure of any bidder to receive any such supplemental notice shall not affect the sufficiency of 
any required notice or the legality of the sale. 

Bidders are directed to the Preliminary Official Statement of the Commission dated the date 
hereof with respect to the Bonds (the "Preliminary Official Statement") for additional information 
regarding the Commission, the Water Enterprise (as defined in the Preliminary Official Statement), the 
City and County of San Francisco (the "City"), the Bonds and the security therefor, and other matters. 
See "TERMS OF SALE - Official Statemenf' below. 

This Official Notice of Sale will be submitted to Ipreo Prospectus ("Ipreo") for posting on 
its website (www.i-dealprospectus.com) and in the Parity bid delivery system. If any summary of 
the terms of the sale of the Bonds posted by Ipreo or Parity conflicts with this Official Notice of 
Sale in any respect, the terms of this Official Notice of Sale shall control, unless a notice of an 
amendment to this Official Notice of Sale is given as described herein. 

TERMS RELATING TO THE BONDS 

THE AUTHORITY FOR ISSUANCE, PURPOSE, PRINCIPAL AND INTEREST 
REPAYMENT, SECURITY AND SOURCES OF PAYMENT, THE LEGAL OPINION AND 
ALL OTHER INFORMATION REGARDING THE BONDS ARE PRESENTED IN THE 
PRELIMINARY OFFICIAL STATEMENT WHICH EACH BIDDER IS DEEMED TO HA VE 
OBTAINED AND REVIEWED PRIOR TO BIDDING FOR THE BONDS. THIS OFFICIAL 
NOTICE OF SALE GOVERNS ONLY THE TERMS OF SALE, BIDDING, AW ARD AND 
CLOSING PROCEDURES FOR THE BONDS. THE DESCRIPTION OF THE BONDS 
CONTAINED IN THIS OFFICIAL NOTICE OF SALE IS QUALIFIED IN ALL RESPECTS 
BY THE DESCRIPTION CONTAINED IN THE PRELIMINARY OFFICIAL STATEMENT. 

Subject to the foregoing, the Bonds are generally described as foll~ws: 

Authority for the Bonds. The Commission is issuing the Bonds under the Charter of the City, 
ordinances of the Board of Supervisors of the City (the "Board"), resolutions of the Board and the 
Commission, and under an Amended and Restated Indenture, dated as of August 1, 2002, by and 
between the Commission and U.S. Bank National Association,. as trustee (the "Trustee"), as 
supplemented and amended,. and as further supplemented by the Twenty-Third Supplemental 
Indenture, dated as of October l, 2016, by and between the Trustee and the Commission (collectively, 
the "Indenture"). 

Issue. The Bonds are fully registered bonds without coupons in book-entry form in 
denominations of $5,000 or any integral multiple thereof, as designated by the successful bidder 
thereof (the "Purchaser"), all dated the date of their original issuance. Potential bidders will be 
notified via Parity, not later than 4:00 p.m. (California time) on the business day prior to the 
time prescribed for the receipt of bids, of any change to the principal payment schedule for the 
Bonds to be used for the bidding process. In addition, the Commission reserves the right, 
following the determination of the best bid for the Bonds, to adjust the actual principal payment 
schedule. See "TERMS RELATING TO THE BONDS - Principal Payments" and "-Adjustment of 
Principal Payments" below. 
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Interest Rates. Interest on the Bonds will be payable semiannually on May 1 and November 1 
of each year, commencing [May] 1, 2017 (each, an "Interest Payment Date"). Interest on the Bonds 
will be calculated on the basis of a 360-day year consisting of twelve 30-day consecutive months. 

Bidders must specify the rate or rates of interest which the Bonds for which they are bidding 
will bear; provided, that the following limitations apply: 

(i) the maximum interest rate bid may not exceed 12% per annum; 

(ii) each interest rate specified in any bid must be a multiple of 1/1000of1 % per annum 
and a zero rate of interest cannot be named; 

(iii) each Bond shall bear interest from its date to its stated maturity date at the single 
rate of interest specified in the bid; and 

(iv) all Bonds maturing at any one time shall bear the same rate of interest. 

Premium and Discount. No bid offering to pay an amount less than[~ percent or more 
than [ ] percent of the par value of the Bonds will be considered. Each maturity of the Bonds 
must be reoffered at a yield that will produce a price of not less than [ ] percent. 

Principal Payments. The Bonds maturing on November 1 in any or all years 20_ through 
20_, both inclusive, shall be serial bonds. The Bonds maturing on November 1 in any or all years 
20_ through 20_, both inclusive, shall be serial and/or term bonds, as specified by each bidder. The 
principal amount of Bonds maturing or subject to mandatory sinking fund redemption in any year shall 
be in integral multiples of $5,000. For any term Bonds specified, the principal amount for a given year 
may be allocated only to a single term Bond and must be part of an uninterrupted annual sequence · 
from the first mandatory sinking fund payment to the term Bond maturity. 

An estimate of the principal payment schedule for the Bonds is set forth below. 

Date 
(November 1) 

20 

*Preliminary, subject to change. 
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Payment * 

$ 

$ 



Information related to the principal payment schedule of the Bonds will be updated on Parity 
one day prior to the sale of the Bonds. See "-Adjustment of Principal Payments" below. 

Adjustment of Principal Payments. The principal payment amounts set forth in this Official 
Notice of Sale reflect certain estimates of the Commission with respect to the likely interest rates of the 
winning bid and the premium contained in the winning bid. Potential bidders will be notified via 
Parity not later than 4:00 p.m. (California time) on the business day preceding the date then 
prescribed for the receipt of bids of any change to the principal payment schedule for the Bonds' 

· to be utilized for the bidding process. The Commission reserves the right to change the principal. 
payment schedule set forth in this Official ~otice of Sale for the Bonds after the determination of 
the winning bidder for the Bonds, by adjusting one or more principal payments of the Bonds in 
increments of $5,000 by not more than 10% for any maturity in order to achieve its financing 
objectives; provided, however, that the aggregate principal amount of the Bonds shall not exceed 
$295,000,000.. . . 

NO PURCHASER MAY WITHDRAW ANY ·BID OR CHANGE THE INTEREST RATES 
BID AS .A RESULT OF ANY CHANGE MADE TO THE PRINCIPAL PAYMENTS OF THE 
BONDS IN ACCORDANCE WITH THIS OFFICIAL NOTICE OF SALE. FURTHER, IF. THE 
COMMISSION CHANGES THE PRINCIPAL PAYMENT SCHEDULE FOR THE BONDS AFTER 
THE RECEIPT OF BIDS, THE UNDERWRITER'S DISCOUNT, EXPRESSED IN DOLLARS 
PER THOUSAND DOLLAR OF BONDS, WILL BE HELD CONSTANT. THE COMMISSION 
WILL NOT BE RESPONSIBLE, IF AND TO THE EXTENT THAT, ANY ADJUSTMENT 
AFFECTS (i) THE NET COMPENSATION TO BE REALIZED BY THE PURCHASER OR 
(ii) THE TRUE INTEREST COST OF THE WINNING BID OR THE RANKING OF ANY BID 
RELATIVE TO OTHER BIDS. 

Optional Redemption.· The Bonds maturing prior to-November 1, 20_ shall not be subject to 
redemption before their stated maturity dates. 

The Bonds maturing on or after November 1, 20_ shall be subject to redemption prior to their 
stated maturity, at the option of the Commission, from and to the extent of any source of available 
funds, as a whole or in part, on any date on or after November 1, 20_, and if in part by lot within such 
maturity, at a redemption price equal to 100% of the principal amount of the Bonds to be redeemed, 
plus accrued interest thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption. The Bonds will be subject to mandatory redemption if 
the Purchaser designates certain maturities as Term Bonds. 

Tax Matters and Legal Opinions. Interest on the Bonds will be includable in the gross income 
of the owners of the Bonds for federal income tax purposes. Interest on the Bonds, however, is exempt 
from personal income taxes imposed by the State of California. See "TAX MATTERS" in the 
Preliminary Official Statement. 

A complete copy of the proposed form of opinion of Co-Bond Counsel is set forth in 
Appendix E to the Preliminary Official Statement. A copy of the approving legal opinions of Norton 
Rose Fulbright US LLP and Curls Bartling P.C., Co-Bond Counsel with respect to the Bonds, will be 

*·Preliminary, subject to change. If revisions are made to the principal amortization schedule prior to the sale date, the not 
to exceed amount will be equal to 110% of the revised aggregate principal amount of the Bonds. 
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furnished to the Purchaser upon delivery of the Bonds .. Copies of said opinions will be filed with the 
Depository Trust Company ("DTC") and with the City Treasurer. · 

TERMS OF SALE 

Single Bid for the Bonds. Each bid for the Bonds must be for all, and not less than all, of the 
Bonds hereby offered for sale, and for not less than the aggregate principal amount thereof, less any 
discount or plus any premium as permitted herein, as may be specified in the bid. All bids must be 
unconditional. 

Only Electronic Bids Through Parity Will Be Accepted. Only electronic bids submitted 
through Parity will be accepted. All such bids must conform with the procedures established by Parity. 

No bid will be accepted after the time specified for receiving bids. To the extent any 
instructions or directions set forth in Parity conflict with this Official Notice of Sale, the terms of this 
Official Notice of Sale shall control, unless a notice of an amendment to this Official Notice of Sale is 
given as described herein. 

For further information about Parity, potential bidders may contact: 

Ipreo Prospectus 
1359 Broadway, 2nd Floor 
New York, New York 10018 
Telephone: (212) 849-5021 

See "TERMS OF SALE- Warning Regarding Electronic Bids." 

THE COMMISSION RETAINS ABSOLUTE DISCRETION TO DETERMINE WHETHER 
ANY BID IS TIMELY AND COMPLETE AND CONFORMS TO THIS OFFICIAL NOTICE OF 
SALE. THE COMMISSION TAKES NO RESPONSIBILITY FOR INFORMING ANY BIDDER 
PRIOR TO. THE TIME FOR RECEIVING BIDS THAT ANY BID IS INCOMPLETE OR 
NONCONFORMING OR HAS NOT BEEN RECEIVED. 

WARNING REGARDING ELECTRONIC BIDS: THE COMMISSION WILL ACCEPT 
BIDS· IN ELECTRONIC FORM SOLELY THROUGH PARITY ON THE OFFICIAL BID 
FORM CREATED FOR SUCH PURPOSE. EACH BIDDER SUBMITTING AN ELECTRONIC 
BID UNDERSTANDS AND AGREES BY DOING SO TBAT IT IS SOLELY RESPONSIBLE FOR 
ALL ARRANGEMENTS WITH PARITY AND THAT PARITY IS NOT ACTING AS AN AGENT 
OF THE COMMISSION. INSTRUCTIONS AND FORMS FOR SUBMITTING ELECTRONIC 
BIDS MUST BE OBTAINED FROM PARITY AND THE COMMISSION ASSUMES NO 
RESPONSIBILITY FOR ENSURING OR VERIFYING BIDDER COMPLIANCE WITH THE 
PROCEDURES OF PARITY. THE COMMISSION SHALL ASSUME THAT ANY BID 
RECEIVED THROUGH PARITY HAS BEEN MADE BY A DULY AUTHORIZED AGENT OF 
THE BIDDER. 

THE CITY, THE COMMISSION, THE CITY ATTORNEY, THE CO-MUNICIPAL 
ADVISORS AND CO-BOND COUNSEL ASSUME NO RESPONSIBILITY FOR ANY ERROR 
CONTAINED IN ANY BID SUBMITTED ELECTRONICALLY, OR FOR FAILURE OF ANY BID 
TO BE TRANSMITTED, RECEIVED OR OPENED AT THE OFFICIAL TIME FOR RECEIPT OF 
BIDS. EACH BIDDER EXPRESSLY ASSUMES THE RISK OF ANY INCOMPLETE, 
ILLEGIBLE, UNTIMELY OR NONCONFORMING BID SUBMITTED BY ELECTRONIC 
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TRANSMISSION BY SUCH BIDDER, INCLUDING WITHOUT LIMITATION, BY REASON OF 
GARBLED TRANSMISSIONS, MECHANICAL FAILURE, ENGAGED 
TELECOMMUNICATIONS LINES, OR ANY OTHER CAUSE ARISING FROM OR RELATING 
TO SUBMISSION BY ELECTRONIC TRANSMISSION. THE OFFICIAL TIME FOR RECEIPT 
OF BIDS WILL BE DETERMINED BY THE COMMISSION AT THE. PLACE. OF BID OPENING, 
AND THE COMMISSION SHALL NOT BE REQUIRED TO ACCEPT THE TIME KEPT BY 
PARITY AS THE OFFICIAL TIME. . 

Additional Terms and Conditions. By submitting a bid, each bidder thereby agrees to the 
following terms and conditions: 

(1) if any provision in this Official Notice of Sale with respect to the Bonds conflicts 
with information or terms provided or required by Parity, this Official Notice of Sale, 
including any amendments or modifications issued through Parity, will control; 

(2) each bidder will be solely responsible for making necessary arrangements to 
access Parity for purposes of submitting its bid in a timely manner and in compliance 
with the requirements of this Official Notice of Sale; 

(3) neither the Commission nor the City will have any duty or obligation to provide 
or assure access to Parity to any bidder, and neither the Commission nor the City will be 
responsible for proper operation of, or have any liability for, any delays, interruptions or 
damages caused by use of Parity or any incomplete, inaccurate or untimely bid submitted 
by any bidder through Parity; 

( 4) the Commission is permitting use of Parity as a communication mechanism, 
and not as an agent of the Commission or the City, to facilitate the submission of 
electronic bids for the Bonds; Parity is acting as an independent contractor, and is not 
acting for or on behalf of the Commission or the City; 

(5) neither the Commission nor the City is responsible for ensuring or verifying 
bidder compliance with any procedures established by Parity; 

(6) the Commission may regard the electronic transmission of a bid through Parity 
(including information regarding the purchase· price for the Bonds or the interest rates 
for any maturity of the Bonds) as though the information were physically submitted and 
executed on the bidder's behalf by a duly authorized signatory; 

(7) if a bidder's bid is accepted by the Commission, such bid, this Official Notice of 
Sale and the informatjon that is transmitted electronically through Parity will form a 
contract, and the bidder will be bound by the terms of such contract; and 

(8) information provided by Parity to bidders will form no part of any bid or of 
any contract between the Purchaser and the Commission unless that information is 
included in this Official Notice of Sale or the bid of the Purchaser with respect to the 
winning bid. 

Multiple Bids. If multiple bids with respect to the Bonds are received from a single bidder, the 
Commission will have the right to accept the bid representing the lowest true interest cost ("TIC") to 
the Commission, and each bidder agrees by submitting any bid to be bound by such best bid. 
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Good Faith Deposit. A good faith deposit (a "Deposit") in the amount of$ , payable 
to the order of the Commission, is required from the Purchaser subsequent to the award of the sale. 
The Purchaser is required to pay the Deposit to the Trustee, on behalf of the Commission, by wire 
transfer within two (2) hours after the Commission has communicated the acceptance of an award, 
using the following wire instructions: 

Banking Institution: 

Address: 

Contact & Telephone No: 

FedWire BankABA: 

ACH Bank ABA: 

SWIFT Code: 

Bank Account No: 

For the Credit of: 

Other Beneficiary Information: 

U.S. BANK NATIONAL ASSOCIATION 

One California Street, Suite 1 OOO 
San Francisco, California 94111 

Andrew Fung (415) 273-4547 

091000022 

091000022 

USBKUS44 IMT 

[180121167365] 

SFPUC Water 2016 Series C Good Faith Deposit 

2016 Series C Bonds (Federally Taxable) 

If the Deposit is not received by that time, tbe Commission may rescind the award of sale. No 
interest on the Deposit will accrue to the Purchaser. The Deposit will be applied to the purchase price 
of the Bonds. If the Purchaser fails to· honor its accepted bid, the Deposit.will be retained by the 
Commission as and for full liquidated damages. · 

Basis of Award.· Unless all bids with respect to the Bonds are rejected, as described below 
under "-Right of Rejection and Waiver of Irregularity," the Bonds will be awarded to the responsible 
bidder whose bid represents the lowest TIC to the Commission with respect to the Bonds prior to any 
change to the principal payment schedule in accordance with this Official Notice of Sale. The TIC will 
be that nominal annual interest rate which, when. compounded semiannually using a 360-day year and 
used to discount to the dated date of the Bonds all payments of principal and interest payable on the 
Bonds, results in an amount equal to the purchase price of the Bonds to be receiveq by the 
Commission. If two or more bidders offer bids for the Bonds at the same lowest TIC, the Commission 
will determine by lot which bidder will be awarded the Bonds. Bid evaluations or rankings .made by 
Parity are not binding on the Commission. 

Estimate of True Interest Cost. Each bid~er is requested, but.not required, to state in each bid 
the amount of interest payable on the Bonds during the life of the issue and the percentage TIC to the 
Commission (determined as described above), which will be considered as informative only and not 
binding on either the bidder or the Commission. 

Right of Rejection and Waiver of Irregularity. The Commission reserves the right, in its sole 
and absolute discretion, to reject any and all bids for the Bonds, for any reason. The Commission also 
reserves the right to waive any irregularity or informality in any bid. 

Time of Award. The Commission, acting through its General Manager or its Assistant General 
Manager, Business Services and Chief Financial Officer, will take action awarding the Bonds or 
rejecting all bids not later than two (2) hours after the date and time at which bids with respect to the 
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. Bonds are received, unless such period for award is waived by the Purchaser. Prompt notice of the 
award will be given to the Purchaser. 

Confirmatiof! of Bond Sizing. As described herein under "TERMS RELATING TO THE 
BONDS - Adjustment of Principal Payments" the actual principal amount of the Bonds and the actual 
maturity schedule (or sinking account payment schedule for term bonds) for the Bonds may be 
changed by the Commission after the determination of the winning bid. Any such changes will be 
reported to the Purchaser by 4:00 p.m. (California time) on the date and time the bids are received. 
Any such increase or decrease will be in $5,000 increments with respect to each maturity date or 
sinking account payment date. If any such adjustment occurs, no rebidding or recalculation of the bids 
submitted will be required or permitted and no successful bid may be withdrawn. The Purchaser will 
not be permitted to change the interest rates in its bid. The dollar amount bid by the Purchaser will be 
adjusted to reflect any adjustments in the aggregate principal amount of the Bonds to be issued. 

Qualification for Sale; Compliance with Blue Sky Laws. Compliance with Blue Sky and 
other securities laws and regulations, including the payment of any applicable fees, shall be the sole 
responsibility of the Purchaser. The Commission will furnish such information and take such action 
not inconsistent with law as the Purchaser may reasonably request and the Commission may deem 
necessary or appropriate to qualify the Bonds for offer and sale under the Blue Sky or other securities 
laws and regulations of such states and other jurisdictions of the United States of America as may be 
designated by the Purchaser; provided, however, that the Commission will not execute a general or 
special consent to service of process or qualify to do business in connection with such qualification or 
determination in any jurisdiction. 

The Purchaser may not sell, offer to sell or solicit any offer to buy, the Bonds in any 
jurisdiction where it is unlawful for the Purchaser to make such sale, offer or solicitation, and 
the Purchaser shall comply with the Blue Sky and other securities laws and regulations of the 
states and jurisdictions in which the Purchaser sells the Bonds. 

Delivery and Payment. Delivery of the Bonds, in the form of one certificate for each maturity, 
will be made to the Purchaser thro.ugh the facilities of DTC in New York, New York, or at any other 
location mutually agreeable to both the Commission and the Purchaser, as soon as practicable. The 
anticipated date of delivery of the Bonds is October_, 2016. Payment for the Bonds (including any 
premium) must be made by wire transfer in immediately available funds. Any expense for making 
payment in immediately available funds shall be borne by the Purchaser. 

N-0 Litigation. The Commission will deliver a certificate of the Commission with respect to the 
Bonds stating that no litigation is pending with service of process having been accomplished, or, to the 
knowledge of the officer of the Commission executing such certificate, threatened, concerning the 
validity of the Bonds, the existence of the Commission, or the title of the officers of the Commission 
who will execute the Bonds to their respective offices. 

CUSIP Numbers. It is anticipated that CUSIP numbers will be printed on the Bonds and in the 
Official Statement, but neither the failure to print such numbers nor any error with respect thereto will 
constitute cause for a failure or refusal by the Purchaser to accept delivery of and pay for the Bonds in 
accordance with the terms of this Official Notice of Sale. The expenses associated with printing 
CUSIP numbers on the Bonds will be paid by the Commission. The Purchaser of the Bonds is 
responsible for obtaining CUSIP numbers for the Bonds and the CUSIP Global Services (CGS) charge 
for the assignment of CUSIP numbers will be paid by the Purchaser. CUSIP data is provided by CGS 
on behalf of The American Bankers Association by S&P Capital IQ. CUSIP numbers will be provided 
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for convenience of reference only. Neither the Commission nor the City will take any responsibility 
for the accuracy of such numbers. 

California Debt and Investment Advisory Commission Fee. The attention of bidders is 
directed to California Government Code Section 8856, which provides that the Purchaser of the Bonds 
will be charged the California Debt and Investment Advisory Commission fee. The Purchaser is 
responsible for determining the actual fee due. The Commission expects the Purchaser to pay the 
applicable fee promptly upon receipt of the invoice. 

Certificate Regarding Official Statement. At the time of delivery of the Bonds, the Purchaser 
will receive a certificate, signed by an officer of the Commission, confirming to the Purchaser that, to 
the best knowledge of said officer, the final Official Statement relating to the Bonds (the "Official 
Statement") (excluding information regarding underwriting, any municipal bond insurance policy or 
policies and any bond reserve surety bond and the provider or providers thereof, and The Depository 
Trust Company and its book-entry only system, as to which no view will be expressed) as of the date 
of sale of the Bonds and as of the date of delivery thereof, did not and does not contain any untrue 
statement of a material fact or omit to state a material fact necessary in order to make the statements 
made therein, in light of the circumstances under which they were made, not misleading. 

Official Statement. Electronic copies of the Preliminary Official Statement prepared by the 
Commission will be furnished to any interested bidder upon request to the Co-Municipal Advisors. In 
accordance with Rule 15c2-12 of the Securities and Exchange Commission ("Rule 15c2-12"), the 
Commission deems such Preliminary Official Statement final as of its date, except for the omission of 
certain information permitted by Rule l 5c2-12. Within seven (7) business days after the date of award 
of the Bonds, the Purchaser of the Bonds will be furnished with a reasonable number of copies (not to 
exceed 200) of the Official Statement, without charge. If the Purchaser requests additional copies of 
the Official Statement within two (2) days after the award of the Bonds, the Commission will supply 
such requested additional copies of the Official Statement at the expense of the Purchaser. The 
Purchaser of the Bonds may elect to receive the Official Statement in electronic form. 

By making a bid for the Bonds, the bidder agrees, if awarded the Bonds, (i) to disseminate to 
all members of the underwriting syndicate, if any, copies of the Official Statement, including any 
supplements prepared by the Commission, and (ii) to take any and all other actions necessary to 
comply with applicable Securities and Exchange Commission and Municipal Securities Rulemaking 
Board rules governing the offering, sale and delivery of the Bonds to the ultimate purchasers, including 
without limitation the delivery of an Official Statement to each investor who purchases Bonds. 

The form and content of the Official Statement of the Commission is within the sole discretion 
of the Commission. The Purchas~r's name will not appear on the cover of the Official Statement: 

Continuing Disclosure. In order to assist the Purchaser in complying with Securities and 
Exchange Commission Rule 15c2-12(b)(5), the Commission will undertake, pursuant to a Continuing 
Disclosure Certificate, to provide certain annual financial information and notices of the occurrence of 
certain events. A description of this undertaking and a form of the Continuing Disclosure Certificate 
are set forth in the Preliminary Official Statement and will also be set forth in the final Official 
Statement. 

Right to Modify or Amend. The Commission reserves the right to modify or amend this 
Official Notice of Sale in any respect; provided, however, that any such modification or amendment 
will be communicated to potential bidders through Parity not later than 4:00 p.m. (California time) on 
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the business day preceding the date for receiving bids. Failure of any potential bidder to receive notice 
of any modification or amendment will not affect the sufficiency of any such notice or the legality of 
the sale. 

Postponement or Cancellation of Sale. The Commission reserves the right to postpone or 
cancel the sale of the Bonds at or prior to the time bids are to be received with respect to the Bonds. 
Notice of such postponement or cancellation will be given through Parity as soon as practicable 
following such postponement or cancellation. If the sale is postponed, notice of a new sale date will be 
given through Parity not later than 4:00 p.m. (California time) on the business day preceding the new 
sale date that bids are to be received. On any new sale date, any bidder may submit a bid for the 
purchase of the Bonds, which shall be in conformity in all respects with the provisions of this Official 
Notice of Sale except for the time or date and time of sale and any other changes announced through 
Parity. 

Failure of any potential bidder to receive notice of cancellation or postponement shall not affect 
the sufficiency of any such notice. If a sale is postponed only, any subsequent bid submitted by a 
bidder with respect to such sale will supersede any prior bid made. If a sale is cancelled, all bids with 
respect to such sale will be deemed cancelled. 

Equal Opportunity. Pursuant to the spirit and intent of the City's Disadvantaged Business 
Enterprise ("DBE") Ordinance, Chapter 14A of the Administrative Code of the City, the _Commission 
strongly encourages the inclusion of Disadvantaged Business Enterprises certified by the San 
Francisco Human Rights Commission on prospective proposing syndicate/teams. A list of certified 
DBEs can be obtained by contacting the San Francisco Human Rights Commission at 25 Van Ness 
Avenue, Room 800, San Francisco, California 94102, (415) 252-2500. 

Dated: October_, 2016 
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NOTICE OF INTENTION TO SELL 

$ __ _ 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO 
WATER REVENUE BONDS 

2016 SERIES C 
(FEDERALLY TAXABLE) 

CB Draft 08/2412016 

NOTICE IS HEREBY GIVEN that the Public Utilities Commission of the City and 
County of San Francisco (the "Commission") intends to offer for public sale on: 

October , 2016 
at 8:00 a.m. (California time) 

(subject to postponement or cancellation in accordance 
with the hereinafter mentioned Official Notice of Sale) 

at the offices of the Commission, 525 Golden Gate A venue, 13th Floor, San Francisco, 
California 94102, $ * aggregate principal amount of Public Utilities Commission of the 
City and County of San Francisco, San Francisco Water Revenue Bonds, 2016 Series C 
(Federally Taxable) (the "2016 Series C Bonds"). Bids for the 2016 Series C Bonds will be 
received in electronic form only and solely through BiDCOMP™/Parity® ("BiDCOMP/Parity"), 
in the manner described in the Official Notice of Sale. 

The Commission reserves the right to postpone or cancel the sale of the 2016 Series C 
Bonds, to change the terms thereof upon notice given through BiDCOMP/Parity, and to reject all 
bids received on such date. In the event that no bid for the 2016 Series C Bonds is awarded, the 
Commission may reschedule the sale to another date or time by providing notification through 
BiDCOMP/Parity. Notice of any postponement, a new time, or a new time and date, for 
receipt of bids will be communicated through BiDCOMP/Parity. 

The 2016 Series C Bonds will be offered for public sale subject to the terms and 
conditions of the Official Notice of Sale. Further information regarding the proposed sale of the 
2016 Series C Bonds, including copies of the Preliminary Official Statement and the Official 
Notice of Sale . relating to the 2016 Series C Bonds are available electronically at 
BiDCOMP/Parity or may be obtained from either of the Commission's Co-Municipal Advisors: 
Montague DeRose and Associates, LLC, 2175 N. California Boulevard, Suite 422, Walnut 
Creek, California 94596, Attention: Chia Yang, Telephone: (925) 256-9797, (email: 
yang@montaguederose.com); and Backstrom McCarley Berry & Co., LLC, 115 Sansome Street, 
Mezzanine A, San Francisco, California 94104, Attention: Vincent McCarley, Telephone: 
(415) 392-5505, (email: VMcCarley@bmcbco.com). 

On or around October_, 2016, the Preliminary Official Statement and Official Notice of 
Sale will. be posted electronically at Ipreo Prospectus: www.i-dealprospectus.com. The 
Commission will not provide notice of the availability of such documents to any party, and the 

* Subject to adjustment in accordance with the Official Notice of Sale. 



failure of any bidder to receive notice thereof shall not affect the legality of the sale of any 2016 
Series C Bonds. 

Dated: October_, 2016 
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$ ____ _ 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

$ __ _ $ ___ _ 

CB Draft 08124116 

SAN FRANCISCO WATER 
REVENUE BONDS 
2016 SERIES AB, 

SAN FRANCISCO WATER 
REVENUE BONDS 
2016 SERIES AB, 

2016 SUB-SERIES A 
(REFUNDING) 

2016 SUB-SERIES B 
(REFUNDING) 

BOND PURCHASE CONTRACT 

Public Utilities Commission of the 
City and County of San Francisco 
525 Golden Gate Avenue, 13th Floor 
San Francisco, CA 94102 

Ladies and Gentlemen: 

September_, 2016 

J.P. Morgan Securities LLC (the "Representative") acting on behalf of itself and the 
additional underwriters listed on Schedule 1 attached hereto (collectively, the "Underwriters"), offers 
to enter into this Bond Purchase Contract (this "Purchase Contract") with the Public Utilities 
Commission of the City and County of San Francisco (the "Commission"), which will be binding 
upon the Commission and the Underwriters upon acceptance hereof by the Commission. This offer 
is made subject to the acceptance by the Commission by its execution of this Purchase Contract and 
its delivery to the Representative on or before 11:59 p.m., California time, on the date hereof and, if 
not so accepted, will be subject to withdrawal by the Underwriters upon written notice delivered by 
the Representative to the Commission at any time prior to the acceptance of this Purchase Contract 
by the Commission. If the Underwriters withdraw this offer, or the Underwriters' obligation to 
purchase the Bonds (as hereinafter defined) is otherwise terminated by the Representative pursuant to 
Section 8( d) hereof, then and in such case, the Commission shall be without any further obligation to 
the Underwriters, including the payment of any costs set forth under Section lO(a) hereof, and the 
Commission shall be free to sell the Bonds to any other party. 

The Representative represents that it has full authority to take such action as it may deem 
advisable in respect of all matters pertaining to this Purchase Contract and that the Representative has 
been duly authorized to execute this Purchase Contract. 

Capitalized terms not otherwise defined herein shall have the meanings set forth in the 
Amended and Restated Indenture dated as of August 1, 2002 (the "Master Indenture"), by and 
between the Commission and U.S. Bank National Association, as trustee (the "Trustee"), as amended 



and supplemented to the date hereof, including by a (i) Twenty-First Supplemental fodenture, dated 
as of October 1, 2016 (the "Twenty-First Supplemental Indenture"), between the Commission and 
the Trustee, and (ii) a Twenty-Second Supplemental Indenture, dated as of October 1, 2016 (the 
"Twenty-Second Supplemental Indenture"), between the Commission and the Trustee (the Master 
Indenture, as supplemented, being herein referred to as the "Indenture"). 

Section 1. Purchase and Sale. Upon the terms and conditions and upon the basis of the 
representations set forth herein, the Underwriters agree to purchase from the Commission, and the 
Commission hereby agrees to sell and deliver to, or for the account of, the Underwriters, all (but not 
less than all) of the $ aggregate principal amount of Public Utilities Commission of the 
City and County of San Francisco, San Francisco Water Revenue Bonds, 2016 Series AB, made up 
of two sub-series: (i) $ "San Francisco Water Revenue Bonds, 2016 Sub-Series A 
(Refunding)" ("2016 Sub-Series A Bonds"), and (ii)$ "San Francisco Water Revenue 
Bonds, 201.6 Sub-Series B (Refunding)" ("2016 Sub-Series B Bonds," together with the 2016 Sub
Series A Bonds, the "Bonds"). 

The aggregate purchase price for the Bonds shall be $ (comprised of the 
purchase price of$ for the 2016 Sub-Series A Bonds (i.e. the par amount of the 2016 
Sub-Series A Bonds, plus a [net] original issue premium on the 2016 Sub-Series A Bonds of 
$ , less an Underwriters' discount in the ainount of$ and the purchase 
price of$ for the 2016 Sub-Series B Bonds (i.e. the par amount of the 2016 Sub-Series 
B Bonds, plus a [net] original issue premium on the 2016 Sub-Series B Bonds of$ , less 
an Underwriters' discount in the amount of$ 

----~ 

The Bonds shall be dated their date of delivery and shall have the maturities in principal 
amounts and bear interest at the rates per annum and have the yields all as set forth on Schedule II 
attached hereto. The Bonds shall be subject to optional redemption prior to maturity as shown on 
Schedule II. The Bonds shall be substantially in the form described in, and shall be issued and · 
secured under and pursuant to, the Twenty-First Supplemental and the Twenty-Second Supplemental 
Indenture. The Bonds shall be as otherwise described in the Official Statement (as hereinafter 
defined). 

Section 2. Authorization.for the Bonds; Purpose of Issue. The Commission has the 
authority to issue the Bonds under Section 9.109 of the Charter (the "Charter") of the City and 
County of San Francisco (the "City") and Ordinance No. 112-16, adopted by the Board of 
Supervisors of the City (the "Board of Supervisors) on June 14, 2016. The Bonds are being issued 
pursuant to Resolution No. __ , adopted by the Commission on September 13, 2016 (the 
"Commission Resolution"). 

The Bonds are being issued to (i) to refund and defease certain bonds of the Commission 
including: (a) [all][a portion] of the outstanding Public Utilities Commission of the City and County 
of San Francisco, San Francisco Water Revenue Bonds, 2006 Refunding Series B Bonds; (b) [all] [a 
portion] of the outstanding Public Utilities Commission of the City and County of San Francisco, San 
Francisco Water Revenue Bonds, 2006 Refunding Series C Bonds; (c) [all][a portion] of the 
.outstanding Public Utilities Commission of the City and County of San Francisco, San Francisco 
Water Revenue Bonds, 2009 Series A; (d) [all][a portion] of the outstanding Public Utilities 
Commission of the City and County of San Francisco, San Francisco Water Revenue Bonds, 2009 
Series B; (e) [all][a portion] of the outstanding Public Utilities Commission of the City and County 
of San Francisco, San Francisco Water Revenue Bonds, 2010 Series ABC, Sub-Series A; and (f) 
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[all][a portion] of the outstanding Public Utilities Commission of the City and County of San 
Francisco, San Francisco Water Revenue Bonds, 2010 Series FG, Sub-Series F (collectively, the 
"Refunded Bonds"), and (ii) pay costs of issuance of the Bonds. 

Section 3. Public Offering. It shall be a condition to the obligations of the Underwriters 
to purchase, accept delivery of and pay for the Bonds that the entire principal amount of the Bonds be 
sold and delivered by the Commission to the Underwriters. On or prior to the Closing Date (as 
hereinafter defined), the Representative will provide the Commission with information regarding the 
reoffering prices and yields on the Bonds, in substantially the form attached hereto as Appendix B, 
for purposes of determining the yield on the Bonds under Section 148 of the Internal Revenue Code 
of 1986, as amended. The Underwriters agree to make a bona fide public offering of all the Bonds, 
at prices not in excess of the prices or.yields as set forth in Schedule II hereto. The Underwriters will 
provide, consistent with the requirements of the Municipal Securities Rulemaking Board (the 
"MSRB") Rule G-32, for the delivery of a copy of the Official Statement to each customer who 
purchases a Bond during the Underwriting Period (as hereinafter defined). The Underwriters further 
agree to comply with applicable laws and regulations, including without limitation Rule 15c2-12 and 
MSRB Rule G-17, in connection with the offering and sale of the Bonds. Subsequent to the initial 
public offering, the public offering prices of the Bonds may change as determined by the 
Representative to be necessary in connection with the marketing of the Bonds. 

Section 4. Delivery of Official Statement. Prior to the date hereof, the Commission has 
provided to the Underwriters for review a form of the preliminary official statement relating to the 
Bonds dated September_, 2016 (including the cover page and appendices thereto (the "Preliminary 
Official Statement"), which, as of its date, a representative of the Commission on behalf of the 
Commission deemed final for purposes of Rule 15c2-12 promulgated under the Securities Exchange 
Act of 1934 ("Rule 15c2-12"), except for certain information permitted to be omitted therefrom by 
Rule l 5c2-l 2. By its acceptance of this offer, the Commission hereby ratifies and consents to the use 
and distribution by the Underwriters of the Preliminary Official Statement in connection with the 
public offering and sale of the Bonds, and the Commission has authorized the delivery of a final 
official statement relating to the Bonds dated the date hereof (both in print or electronic form) which 
will consist of the Preliminary Official Statement and all information previously permitted to have 
been omitted by Rule 15c2-12. 

The Commission hereby acknowledges that the Preliminary Official Statement has been 
made available to investors on the internet at [www.MuniOS.com]. The Commission hereby agrees 

. to deliver or cause to be delivered to the Underwriters within seven (7) Business Days of the date 
hereof and in sufficient time to accompany any orders or confirmations from the Underwriters that 
request payment from any customers, not more than ·one hundred (100) copies of the final official 
statement (including all information permitted to be omitted by Rule 15c2-12 and any amendments 
or supplements to such official statement as have been approved by the Commission and the 
Representative) (the "Official Statement'') to enable the Underwriters to comply with the rules of the 
Securities and Exchange Commission (the "SEC") and the MSRB. ·The Commission hereby 
approves of the use and distribution by the Underwriters of the Official Statement in connection with 
the offer and sale of the Bonds. At the time of or prior to the Closing Date (as hereinafter defined), 
the Representative shall file a copy of the Official Statement with the MSRB or its designee 
(including the MSRB's Electronic Municipal Market Access system ("EMMA")) or with any other 
repository approved from time to time by the SEC (either in addition to or in lieu of the filings 
referred to above). 
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The Commission will deliver the Continuing Disclosure Certificate substantially in the form 
set forth in the Preliminary Official Statement (the "Continuing Disclosure Certificate") on the 
Closing Date. The form of the Continuing Disclosure Certificate will also be set forth in the Offieial 
Statement. 

Section 5. Tlte Closing. At 8:00 a.m., California time, on October_, 2016 or at such 
other time or on such other date as the Commission and the Representative may agree (the "Closing 
Date"), the Commission shall deliver, or cause to be delivered to the Underwriters, through the Fast 
Automated Securities Transfer ("FAST") delivery system of The Depository Trust Company 
("DTC"), the Bonds in book entry eligible form, duly executed and authenticated, and registered in 
the name of Cede & Co., as nominee of DTC. Concurrently with the delivery of the Bonds to the 
Underwriters, the Commission will deliver the documents hereinafter mentioned at the offices of 
Norton Rose Fulbright US LLP (together with Curls Bartling P.C., "Co-Bond Counsel"), in San 
Francisco, California, or another place to be mutually agreed upon by the Commission and the 
Representative. The Underwriters shall accept such delivery and pay the purchase price for the 
Bonds set forth in Section 1 by federal funds wire transfer in immediately available funds to the order 
of the Trustee for the account of the Commission. This payment for and delivery of the Bonds, 
together with the delivery of the aforementioned documents, is herein called the "Closing." The 
Representative shall order CUSIP identification numbers and the Commission shall cause such 
CUSIP identification numbers to be printed on the Bonds; provided, that neither the failure to print 
such number on any Bond nor any error with respect thereto shall constitute cause for a failure or 
refusal by the Underwriters to accept the Bonds. The Bonds shall be made available to the Trustee at 
least two (2) business days prior to the Closing. 

Section 6. Representations, Warranties, and Agreements of t!te Commission. The 
Commission represents, warrants and agrees with the Underwriters as follows: 

(a) Due Organization, Existence and Authority. The Commission is a 
duly constituted public commission of the City and County of San Francisco duly organized 
and validly existing pursuant to its Charter and the Constitution and laws of the State, with 

· full authority to: (i) adopt the Commission Resolution; (ii) execute and deliver the Master 
Indenture, the Twenty-First Supplemental Indenture; the Twenty-Second Supplemental 
Indenture, the Continuing Disclosure Certificate, the Escrow Agreement (the "Escrow 
Agreement"), dated as of October 1, 2016, between the Commission and U.S. Bank National 
Association, as escrow agent (the "Escrow Agent") and this Purchase Contract; (iii) approve 
the Official Statement and authorize its distribution by the Underwriters; and (iv) sell and 
deliver the Bonds to the Underwriters as provided herein. 

(b) Accuracy and Completeness of the Preliminary Official Statement and 
Official Statement. The information with respect to the Commission, its activities and the 
Water Enterprise as described in the Preliminary Official Statement, as supplemented and 
amended through the date hereof was, and such information in the Official Statement, as of 
its date and at all times subsequent thereto up to and including the date of the Closing, will 
be, true and correct in all material respects, contains and will contain no misstatement of any 
material fact, and did not and will not omit any statement and information that is necessary to 
make the statements and information with respect to the Commission,· its activities and the 
Water Enterprise contained therein, in the light of the circumstances under which such 
statements were made, not misleading in any material respect, excluding in each case any 
information contained in the Preliminary Official Statement and the Official Statement 
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relating to (i) the offering prices, interest rates, selling compensation, aggregate principal 
amount, principal amount per maturity, delivery dates, or other terms of the Bonds depending 
on such matters, (ii) DTC and the book entry only system, and (iii) information provided by 
the Underwriters for inclusion in the Official Statement, including without limitation 
information regarding the prices and yields of the Bonds and . under the caption 
"UNDER WRITING." 

( c) Amendment to Official Statement. If, at any· time prior to the End of 
the Underwriting Period (as defined below), an event occurs or facts or conditions become 
known of which the Commissfon has knowledge, which in the reasonable opinion of Co
Bond Counsel, General Counsel to the Commission or the City Attorney might or would 
cause the information in the Official Statement, as then supplemented or amended, to contain 
any untrue statement of a material fact or to omit to state a material fact necessary to make 
the statements therein, in the light of the. circumstances under which they were made, not 
misleading, the Commission will notify the Representative, and if in the reasonable opinion 
of the Representative and the Commission, such event, fact or condition requires the 
preparation and publication of a supplement or amendment to the Official Statement, the 
Commission will amend or supplement the Official Statement in a form and in a manner 
reasonably approved by the Representative and the Commission, provided all ·expenses 
incurred in connection with preparing an amendment or supplement to the Official Statement 
will be paid by the Commission. As used herein and for the purposes of the foregoing, the 
term "End of the Underwriting Period" for the Bonds shall refer to the Closing, unless the 
Commission shall have been notified in writing to the contrary by the Representative on or 
prior to the Closing, but in any event not later than the date twenty-five (25) days following 
the Closing. For the purposes of this subsection, the Commission will furnish such 
information as the Representative may from time to time reasonably request in writing prior 
to the End of the Underwriting Period. 

( d) No Breach or Default. As of the time of acceptance hereof and as of 
the Closing Date and except as otherwise disclosed in the Official Statement, neither the 
execution nor the delivery by the Commission of the Indenture, the Continuing Disclosure 
Certificate or this Purchase Contract, the adoption of the Commission Resolution, or the 
compliance by the Commission with such documents or authorizations, conflicts with or 
constitutes a material breach of, or default under, any applicable law or administrative 
regulation of the State or the United States, or any other statute or administrative rule or 
regulation, judgment, decree, order, license, permit, agreement or instrument to which the 
Commission is subject, which breach, default or conflict would have a material adverse effect 
on the ability of the Commission to pay the Bonds or perform its obligations under the 
Indenture, the Continuing Disclosure Certificate or this Purchase Contract. 

(e) No Other Bond Issues or Debt. Between the time of acceptance 
hereof and the Closing Date, the Commission will not, without prior notice to the 
Representative, issue any bonds or securities or incur any other indebtedness secured by the 
Revenues. 

(t) No Litigation. As of the date hereof and as of the Closing Date, and 
except as disclosed in the Official Statement, there is no action, suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, regulatory agency, public board or 
body, pending or, to the knowledge of the Commission, threatened against the Commission: 
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(i) affecting the existence of the Commission or the titles of its officers to their respective 
offices; (ii) seeking to restrain or to enjoin the sale or delivery of the Bonds or the application 
of the proceeds therefrom in accordance with the Indenture or the Escrow Agreement; (iii) in 
any way contesting or affecting the validity or enforceability of the Bonds, the Indenture, the 
Continuing Disclosure Certificate or the Escrow Agreement or any action of the Commission 
authorizing the issuance, execution or delivery thereof; (iv) in any way contesting the 
completeness or accuracy of the Official Statement or any amendment or supplement thereto; 
or (v) contesting the powers of the Commission with respect to the Bonds or any action of the 
Commission authorizing the issuance, execution or delivery thereof, nor to the knowledge of 
the Commission, as evidenced by the representative of the Commission signing this Purchase 
Contract, is there any basis therefor. As of the date hereof and as of the Closing Date, and 
except as disclosed in the Official Statement, there is no action, suit, proceeding, inquiry or 
investigation, at law or in equity, before or by any court, regulatory agency, public board or 
body, pending or, to the knowledge of the Commission, threatened against the Commission 
in which a final adverse decision would materially and adversely affect the operations of the 
Water Enterprise, Net Revenues or the consummation of the transactions contemplated by 
this Purchase Contract or contesting in any way the completeness, accuracy or fairness of the 
Official Statement. 

(g) Further Cooperation; Blue Sky. The Commission will furnish such 
information, execute such instruments and take such other action in cooperation with the 
Underwriters as the Representative may reasonably request in order to qualify the Bonds for 
offer and sale under the Blue Sky or other securities laws and regulations of such states and 
other jurisdictions of the United States as the Representative may designate; provided, 
however, that the Commission will not be required to execute a special or general consent to 
service of process or qualify as a foreign corporation in connection with any such 
qualification in any jurisdiction. 

(h) Continuing Disclosure. During the past five years, the Commission 
has complied in all material respects with its prior continuing disclosure undertakings under 
Rule 15c2-12. 

(i) Financial Statements. No consent of KPMG LLP is required for 
inclusion of the independent auditors report with respect to the financial statements of the 
Commission for the year ended June 30, 2015 in the Preliminary Official Statement or the 
Official Statement. 

Section 7. Representations, Warranties and Agreements of the Underwriters. The 
Underwriters represent, warrant and agree with the Commission that: · 

(a) 
Purchase Contract. 

The Representative has been duly authorized to enter into this 

(b) The Underwriters shall comply with the San Francisco Business Tax 
Ordinance and shall, if not otherwise exempt from such ordinance, provide to the 
Commission a Business Tax Registration Certificate on or prior to the date hereof. 

(c) · The Underwriters shall comply with all SEC and MSRB rules 
applicable to the offering, sale and delivery of the Bonds to ultimate purchasers. 
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(d) The Underwriters shall comply with the Commission's policy and 
practice that the Commission shall not pay, and the Underwriters shall not pass through to the 
Commission, any fees that are assessed on the Underwriters as part of the Governmental 
Accounting Standards Board fee, as well as the MSRB Underwriting and Transaction 
Assessment, the SIFMA Municipal Assessment or any other industry related fees that are 
required to be paid solely by the Underwriters. 

Section 8. Closing Conditions. The Underwriters have authorized the Representative to 
enter into this Purchase Contract in reliance upon the representations, warranties and agreements 
herein and the performance by the Commission of its obligations hereunder, both as of the date 
hereof and as of the Closing Date. The obligations of the Underwriters under this Purchase Contract 
are and shall be subject to the following conditions: 

(a) Bring Down Representation. The representations and warranties of 
the Commission contained herein shall be true, accurate and correct in all material respects at 
the date hereof, and on the Closing Date, as if made on the Closing Date. 

(b) Executed Documents and Performance Thereunder. At the time of 
the Closing: (i) the Indenture, the Continuing Disclosure Certificate, the Escrow Agreement, 
this Purchase Contract and the Official Statement shall be in full force and effect, and shall 

· not have been amended, modified or supplemented except with the consent of the 
Representative (which consent will not be unreasonably withheld); and (ii) the Commission 
shall perform or have performed all of its obligations· required under or specified in this 
Purchase Contract, the Official Statement, the Indenture, the Continuing Disclosure 
Certificate and the Escrow Agreement to be performed prior to the Closing. 

(c) No Default. At the time of the Closing, no default shall have occurred 
or be existing under the Indenture, the Continuing Disclosure Certificate, the Escrow 
Agreement or this.Purchase Contract. 

(d) Termination Events. The Representative may terminate this Purchase 
Contract by notification in writing to the Commission, but only after consultation with the 
Commission, if, at any time on or prior to the Closing, any of the following occurs and, as a 
result of the occurrence of such an event, the marketability of the Bonds or the market price 
thereof, in the reasonable opinion of the Representative, after consultation with the 
Commission, would be materially adversely affected; provided, however, that, in the event 
the Commission and the Representative disagree as to the effect of the occurrence of such 
event on the ability of the Underwriters to market the Bonds, this Purchase Contract may 
only be terminated by the Representative after the Representative and the Commission shall 
have negotiated in good faith to determine if there is an alternate time, place and manner 
which would permit the Underwriters.to successfully market the Bonds: 

(i) any event shall occur which makes untrue any statement or 
results in an omission to state a material fact necessary to make the statements 
in the Official Statement, in the light of the circumstances under which they 
were made, not misleading and the Commission fails to amend or supplement 
the Official Statement pursuant to Section 6( c) hereof; or 
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(ii) an amendment to the Constitution of the United States or the 
Constitution of the State or legislation in or by the Congress of the United 
States or the legislature of the State, or the amendment of legislation pending 
as of the date of this Purchase Contract in the Congress of the United States, 
or the favorable reporting for passage of legislation to either House of the 
Congress of the United States by a Committee of such House to which such 
legislation has been referred for consideration, or any decision of any federal 
or State court or any ruling or regulation (final, temporary or proposed) or 
official statement on behalf of the United States Treasury Department, the 
Internal Revenue Service or other federal or State authority or the occurrence 
of any other comparable legislative or regulatory event affecting the federal 
or State tax status of the interest on the Bonds or bonds or obligations of the 
general character of the Bonds; provided, that the occurrence of any such 
event shall not constitute a termination event hereunder if the prospect of 
such constitutional, legislative, regulatory or judicial action or enactment 
shall have been publicly known on the date hereof; or 

(iii) any legislation, ordinance, rule or regulation shall be 
introduced in, or be enacted by any governmental body, department or agency 
of the State, or a decision by any court of competent jurisdiction within the 
State shall be rendered; or 

(iv) a stop order, ruling, regulation or official statement by, or on 
behalf of, the Securities and Exchange Commission or any other 
governmental agency having jurisdiction of the subject matter shall be issued 
or made to the effect that the issuance, offering or sale of obligations of the 
general character of the Bonds, or the issuance, offering or sale of the Bonds, 
including all underlying obligations, as contemplated hereby or by the 
Official Statement, is in violation or would be in violation of any provision of 
the federal securities laws, including the Securities Act of 1933, as amended 
and as then in effect, or that the Indenture need be qualified under the Trust 
Indenture Act of 1939, as amended and as then in effect; or 

(v) legislation shall be enacted .by the Congress of the United 
States, or a decision by a court of the United States shall be rendered, to. the 
effect that obligations of the general character of the Bonds, or the Bonds, are 
not exempt from registration under the Securities Act of 1933, as amended 
and as then in effect, or the Securities Exchange Act of 1934, as amended and 
as then in effect, or that the Indenture is not exempt from qualification under 
the Trust Indenture Act of 1939, as amended and as then in effect; or 

(vi) additional material restrictions not in force as of the date 
hereof shall have been imposed upon trading in the United States in securities 
generally . by . any governmental authority or by any national securities 
exchange; or 

(vii) a general banking moratorium shall have been declared by 
federal, State or State of New York authorities or a disruption in securities 
settlement, payment or clearance services has occurred; or 
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(viii) the ratings on the Bonds or any other debt obligations secured 
by Revenues of the Water Enterprise shall have been downgraded or 
withdrawn subsequent to the date of this Purchase Contract by one of the 
ratfog agencies rating the Bonds or such other debt obligations; or 

(ix) there shall have occurred any outbreak or escalation of 
hostilities, declaration by the United States of a national or international 
emergency or war or other calamity or crisis. 

The termination of this Purchase Contract pursuant to this Section 8( d) by the Representative 
with respect to the Bonds shall not prohibit the Commission from selling such Bonds to any other . 
underwriters. 

(e) C!Osing Documents. At or prior to the Closing, the Representative . 
shall receive with respect to the Bonds (unless the context otherwise indicates) the following 
documents, in each case satisfactory in form and substance to the Representative: 

(1) Approving Authorizations. Certified copies of the Commission 
Resolution and the City Resolution. 

(2) Bond Documents. Executed originals of the Master Indenture, the 
Twenty-First Supplemental Indenture, the Twenty-Second Supplemental Indenture, 
the Continuing Disclosure Certificate, the Escrow Agreement and this Purchase 
Contract. 

(3) Final Opinion. An approving opm10n or opm1ons of Co-Bond 
Counsel, dated the Closing Date, and substantially in the form attached to the Official 
Statement, and a letter of such counsel addressed to the Representative to the effect 
that such opinion may be relied upon by the Underwriters to the same extent as if it 
had been addressed to them. 

( 4) Supplemental Opinion. A supplemental opinion or opinions of Co-
Bond Counsel addressed to the Commission and the Representative, dated the 
Closing Date, to the following effect: 

(i) The statements contained in the Official Statement under the 
captions "THE 2016 [SUB-SERIES] A BONDS," "[THE 2016 SUB-SERIES 
'B BONDS,]" "SECURITY FOR THE BONDS," "TAX MATTERS," 
Appendix A-"SUMMARY OF CERTAIN PROVISIONS OF THE 
INDENTURE," ancj. Appendix E-"PROPOSED FORM OF OPINION OF 
CO-BOND COUNSEL," insofar as such statements purport to summarize 
certain provisions of the Bonds, the Indenture, and the opinion of Co-Bond 
Counsel with respect to the exclusion from gross income of interest on the 
Bonds for federal income tax pi.irposes are accurate in all material respects. 

(ii) The Bonds are not subject to the registration requirements of 
the Securities Act of 1933, as amended, and the Indenture is exempt from 
qualification under the Trust Indenture Act of 1939, as amended. 
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(iii) This Purchase Contract, the Master Indenture, the Twenty-
First Supplemental Indenture, the Twenty-Second Supplemental Indenture, 
the Continuing Disclosure Certificate and the Escrow Agreement have each 
been duly authorized, executed and delivered by the Commission and 
constitute the valid, legal and binding agreements of the Commission, each 
enforceable in accordance with its respective terms, except as enforcement 
thereof may be limited by bankruptcy, insolvency, reorganization, 
arrangement, fraudulent conveyance, moratorium or other similar laws 
affecting enforcement of creditors' rights, by the application of equitable 
principles if equitable remedies are sought and limitations on the enforcement 
of legal remedies against public agencies in the State. 

(5) Disclosure Counsel Opinion as to Official Statement. An opinion of 
Orrick, Herrington & Sutcliffe LLP, as Disclosure Counsel to the Commission, 
addressed to the Commission and the Representative, dated the Closing Date, to the 
effect that, on the date of the Official Statement and as of the Closing Date, while 
such counsel is not passing upon, and does not assume any responsibility for, the 
accuracy, completeness or fairness of any of the statements contained in the Official 
Statement, based upon such counsel's participation in conferences during which the 
contents of the Official Statement were discussed, and in reliance thereon, on oral and 
written statements and representations of the Commission and others and on the 
records documents, certificates, opinions and matters therein mentioned, during the 
course of such counsel's role as Disclosure Counsel, no facts came to the attention of 
the attorneys at such counsel's firm rendering legal services in connection with such 
role which caused such counsel to believe that the Official Statement (except for any 
CUSIP numbers, the financial, accounting, statistical, economic, engineering or 
demographic data or forecasts, numbers, charts, tables, graphs, estimates, projections, 
assumptions or expressions of opinion, any information about feasibility, valuation, 
appraisals, absorption, real estate or environmental matters, any management 
discussions and analysis, information under the captions "TAX MATTERS", 
"LITIGATION'', "RATINGS" and "UNDERWRITING'', Appendices A, D, E, F & 
G thereto, or any information about book-entry, tax-exemption or other matters, The 
Depository Trust Company included or referred to therein or omitted therefrom, as to. 
which no opinion or view need be expressed) contained or contains any untrue 
statement of a material fact or omitted or omits to state a material fact necessary in 
order to make the stat,ements made therein, in the light of the circumstances under 
which they were made, not misleading. 

(6) Certificate of the Commission. A certificate of the Commission dated 
the Closing Date, signed on behalf of the Commission by an authorized officer of the 
Commission, tb the effect that: 

(i) The representations and warranties of the Commission 
contained herein are true and correct in all material respects on and as of the 
Closing Date as if made on the Closing Date. 

(ii) No event affecting the Commission has occurred since the 
date of the Official Statement which has not been disclosed therein or in any 
supplement or amendment thereto which event should be disclosed in the 
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Official Statement in order to make the statements therein, in the light of the 
circumstances under which they were made, not misleading. 

(7) Certificate of the Trustee and Escrow Agent. A certificate of the 
Trustee and Escrow Agent, dated the Closing Date, to the effect that: 

(i) The Trustee is a national banking association organized and 
existing under the laws of the United States of America and has full power 
and is qualified to accept and comply with the terms of the Indenture and the 
Escrow Agreement and to perform its obligations thereunder. 

(ii) The Trustee has accepted the duties and obligations imposed 
on it by the Indenture and the Escrow Agreement. 

(iii) No consent, approval, authorization or other action by any 
governmental or regulatory authority having jurisdiction over the Trustee that 
has not been obtained is or will be required for the consummation by the 
Trustee of the transactions contemplated by the Indenture or the Escrow 
Agreement to be undertaken by the Trustee. · 

(iv) Compliance with the terms of the Indenture and the Escrow 
Agreement will not conflict with, result in a violation or breach of, or 
constitute a default under, any loan agreement, indenture, bond, note, 
resolution or any other agreement or instrument to which the Trustee is a 
party or by which it is bound, or, to the best knowledge of the Trustee,. after 
reasonable investigation, any law, rule, regulation, order or decree of any 
court or governmental agency or body having jurisdiction over the Trustee or 
any of its activities or properties (except that no representation, warranty or 
agreement is made by the Trustee with respect to any federal or state 
securities or Blue Sky laws or regulations). 

(v) To the knowledge of the Trustee after due inquiry, there is no 
action, suit, proceeding, inquiry or investigation, at law or in equity, before or 
by any court or governmental agency, public board or body served on or 
threatened against or affecting the existence of the Trustee, or in any way 
contesting or affecting the validity or enforceability of the Indenture, the 
Escrow Agreement or the Bonds, or contesting the powers of the Trustee or 
its authority to enter into and perform its obligations under the Indenture, the 
Escrow Agreement or the· Bonds, wherein an unfavorable decision, ruling or 
finding would adversely affect the validity of the Bonds or the Indenture. 

(8) Trustee and Escrow Agent's Counsel Opinion. An opinion of counsel 
to the Trustee and Escrow Agent addressed to the Commission and the 
Representative, dated the Closing Date, to the effect-that: 

(i) The Trustee is a national banking associatipn with trust 
powers, duly organized and validly existing and in good standing under the 
laws of the United States of America, having the legal authority to exercise 
trust powers in the State. 
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(ii) The Trustee has full legal power and adequate corporate 
authority to accept the duties and obligations imposed on it by the Indenture 
and the Escrow Agreement and to authenticate the Bonds and the full legal 
power and authority to own its properties and to carry oti its business. 

(iii) The Bonds have been duly authenticated by the Trustee. 

(iv) No consent, approval, authorization or order of any court, 
regulatory authority or governmental body is required for the valid 
authorization, execution and delivery of the Indenture or the Escrow 
Agreement and the authentication of the Bonds or the consummation by the 
Trustee of the transactions contemplated in the Indenture or the Escrow 
Agreement except such as have been obtained and except such as may be 
required under the state securities or Blue Sky laws in connection with the 
purchase and distribution of the Bonds by the Underwriters. 

(v) Trustee's acceptance of its duties under the Indenture and the 
Escrow Agreement and the authentication of the Bonds by the Trustee and 
performance by the Trustee of its obligations thereunder will not conflict with 
or result in a breach of any of the terms, conditions or provisions of its 
Articles of Association or Bylaws or any other agreement or instrument to 
which the Trustee is a party or by which it is bound or any other existing law, 
regulation, court order or consent decree to which the Trustee is subject or 
constitute a default thereunder.· 

(vi) There is no action, suit, proceeding, inquiry or investigation,-· 
at law or in equity, before or by any court, governmental agency, public board 
or body, pending or threatened against the Trustee affecting the existence of 
the Trustee or the titles of its officers to their respective offices or seeking to 
prohibit, restrain or enjoin the authentication of the Bonds by the Trustee, or 
contesting the powers of the Trustee or its authority to perform its obligations 
under the Indenture, the Escrow Agreement or the Bonds. 

(9) Tax Certificate. Tax Certificate of the Commission, dated the Closing 
Date, in form satisfactory to Co-Bond Counsel. · 

(10) Californfa Debt. and Investment Advisory Commission Filings. 
Copies of the Report of Proposed Debt Issuance and Report of Final Sale required to 
be delivered to the California Debt and Investment Advisory Commission pursuant to 
Section 53583 of the Government Code and Section 8855(g) of the Government 
Code. 

(11) Continuing Disclosure Certificate. An executed copy of the 
Continuing Disclosure Certificate in substantially the form attached to the Official 
Statement as Appendix F. 

(12) Rating Letters for the Bonds. Rating letters of Moody's Investors 
Service and Standard & Poor's Ratings Services, a Standard & Poor's Financial 
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Services LLC · business, evidencing that such rating agencies have assigned their 
municipal bond ratings of"_" and"_," respectively. 

(13) Opinion of the City Attorney. An opinion of the City Attorney 
addressed to the Representative, dated the Closing Date, in form satisfactory to the 
Representative. 

(14) Blue Sky Memorandum. A copy of the Blue Sky Memorandum with 
respect to the Bonds, prepared by Stradling Y occa Carlson & Rauth, a Professional 
Corporation, counsel to the Underwriters ("Underwriters' Counsel"). 

(15) Negative Assurances Letter of .the Underwriters' Counsel. The 
negative assurances letter of Underwriters' Counsel, dated the Closing Date and 
addressed to the Representative, to the effect that: (a) the Bonds are exempt from 
registration under the Securities Act of 1933, as amended, and the Indenture is 
exempt from qualification under the Trust Indenture Act of 1939, as amended, and 
the Continuing Disclosure Certificate satisfies paragraph (b)(5) of Rule 15c2-12; and 
(b) without having undertaken to determine independently the accuracy, 
completeness or fairness of the statements contained in the Official Statement and 
based upon the information made available to them in the course of their participation 
in the preparation of the Official Statement as counsel for the Underwriters, nothing 
has come to their attention which would cause them to believe that the Preliminary 
Official Statement, as of the date of this Purchase Contract, or the Official Statement, 
as 'of the date thereof and as of the Closing Date, contained any untrue statement of a 
material fact or omitted to state a material fact required to be stated therein or 
necessary to make the statements therein, in the light of the circumstances under 
which they were made, not misleading; provided that no opinion need be expressed 
with respect to the financial statements and the statistical data included in the Official 
Statement, and the Appendices thereto, and information regarding DTC and its book
entry only system. 

(16) Defeasance Opinion. An opinion or opinions of Co-Bond Counsel 
addressed to the Commission and the Representative, dated the Closing Date, with 
respect to the defeasance of the Refunded Bonds in form satisfactory to the 
Representative. 

(17) Verification Report. An execute.cl copy of the verification report of 
Causey Demgen & Moore, P.C., Denver, Colorado, in form and substance 
satisfactory to the Representative. 

(18) Additional Documents. Such legal opinions, additional certificates, 
instruments and other documents as the Representative, Co-Bond Counsel or the City 
Attorney may reasonably deem necessary to evidence the truth and accuracy as of the 
time of the Closing of the representations of the Commission and the due 
performance or satisfaction by the Commission at or prior to such time of all 
agreements then to· be performed and all conditions then to be satisfied by the 
Commission. 
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If the Commission shall be unable to satisfy the conditions contained in this Purchase 
Contract, or if the obligations of the Underwriters shall be terminated for any reason permitted by 
this Purchase Contract, this Purchase Contract shall terminate and the Underwriters and the 
Commission shall not be under further obligation hereunder, except as further set forth in Section 10 
hereof. 

Section f}. Good Faith Deposit. To secure the Commission from any loss resulting from 
the failure of the Underwriters to accept delivery of and pay the purchase price for the Bonds 
pursuant to the terms of this Purchase Contract, the Underwriters agree to deliver to or to the order of 
the Commission, concurrently with the execution and delivery of this Purchase Contract, either an 
official bank check (which may be deposited by the Commission upon receipt) or a federal funds 
wire transfer in the amount of$ (the "Good Faith Deposit"). At the Closing, the Good 
Faith Deposit will be applied towards and deducted from the aggregate net purchase price for the 
Bonds as provided in Section 1 of this Purchase Contract. If the Underwriters fail to pay the 
purchase price in full upon tender of the Bonds (other than for a reason permitted under Section 8 
hereof), the Commission may retain such Good Faith Deposit as and for liquidated damages for such 
failure by the Underwriters. In such circumstance, the Underwriters will have no right to recover the 
Good Faith Deposit or to any allowance or credit therefor. Retaining the Good Faith Deposit shall 
constitute the Commission's sole and exclusive reniedy and full liquidated damages for the 
Underwriters' failure (other than for a reason e?'pressly set forth herein) to purchase and accept 
delivery of tµe Bonds pursuant to the terms of this Purchase Contract and the Underwriters shall be 
released and discharged from any and all claims for damages by the Commission against the 
Underwriters related to such failure and any other defaults by Underwriters hereunder. The 
Underwriters and the Commission hereby acknowledge and agree that the amount fixed pursuant to 
this Section for liquidated damages does not constitute a penalty and is a reasonable estimate of the 
damages that the Commission would sustain in the event of the Underwriters' failure to purchase and 
to accept delivery of the Bonds on the Closing Date pursuant to the terms of this Purchase Cbntract. 
Said amount is agreed upon and fixed as liquidated damages because of the difficulty of ascertaining 
as of the date hereof the actual amount of damages th.at would be sustained in such event. If the 
Commission fails to deliver the Bonds on the Closing Date pursuant to this Purchase Contract, or if 
the conditions tO the obligations of the Underwriters to purchase, accept delivery of and pay for the 
Bonds as set forth in this Purchase Contract shall not be satisfied (unless waived in writing by the 
Represe_ntative pursuant to this Purchase Contract), or if this Purchase Contract is terminated for a 
reason set forth in Section 8 hereof, the Commission shall promptly return or cause the return of the 
Good Faith Deposit to the Representative. Upon such return of the Good Faith Deposit to the 
Representative, this Purchase Contract shall terminate, and neither party shall have any further 
obligations hereunder. · 

Section 10. Expenses. 

(a) Commission. The Commission shall pay or cause to be paid (but 
solely from the proceeds of the Bonds and not otherwise) the expenses incident to the 
performance of the obligations of the Com.mission hereunder, including but not limited to: (1) 
the cost of printing of the Preliminary Official Statement and the final Official Statement in 
reasonable quantities and all other documents prepared in connection with the transactions 
contemplated hereby; (2) the fees and disbursements of the Trustee and counsel to the 
Trustee in connection with the issuance of the Bonds; (3) the fees and disbursements of Co
Bond Counsel, Disclosure Counsel and Montague DeRose and Associates, LLC and 
Backstrom McCarley Berry & Co., LLC, as Co-Municipal Advisors to the Commission, and 
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any other experts or consultants retained by the Commission in connection with the 
transactions contemplated hereby; and (4) the costs related to obtaining ratings. 

(b) Underwriters. The Underwriters shall pay: (1) the cost of preparation 
and printing of Blue Sky and Legal Investment Memoranda, if any, to be used by 'it; (2) all 
advertising expenses in connection with the public offering of the Bonds; (3) California Debt 
and Investment Advisory Commission fees; and ( 4) all other expenses incurred by the 
Underwriters in connection with its public offering and distribution of the Bonds, including, 
without limitation, any experts or other consultants hired or retained by the Underwriters, 
including Underwriters' Counsel, the fees and charges of the CUSIP Bureau, and the MSRB 
and the California Debt and Investment Advisory Commission. Certain expenses of the 
Underwriters may be included in the expense component of the Underwriters' discount. 

Section 11. City Contracting·Requirements. The provisions set forth in Appendix A, 
attached hereto, are incorporated herein by this reference. 

Section 1.2. Notices. Any notice or other communication to be given under this Purchase 
Contract to the Commission, to the Representative or to the Underwriters rriay be given by delivering 
the same in writing at the addresses set forth below: 

If to the Commission: 

Public Utilities Commission of the 
City and County of San Francisco 
525 Golden Gate Avenue, 13th Floor 
San Francisco, California 94102 
Attention: Chief Financial Officer 
Telephone: (415) 554-3155 
Fax: (415) 554-3161 

With a copy to: 

City and County of San Francisco 
Office of Public Finance 
City Hall, Room 336 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CaJifornia 94102 
Telephone: (415) 554 5956 
Fax: (415) 554 4864 

If to the Representative or the Underwriters: 

J.P. Morgan Securities LLC 
560 Mission Street, Floor 03 
San Francisco, CA 94105 
Telephone: (415) 315-7785 
Attention: Alex Burnett 
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. Section 13. Entire Agreement. This Purchase Contract, when accepted by the 
Commission, shall constitute the entire agreement. between the Commission and the Underwriters 
and is made solely for the benefit of the Commission and the Underwriters (including the successors 
or assigns of any Underwriters with the consent of the Commission) and no other person shall 
acquire or have any right hereunder by virtue hereof. All of the Commission's representations, 
covenants and agreements in this Purchase Contract shall remain operative and in full force and 
effect, regardless of (a) any investigation made by or on behalf of the Underwriters, (b) delivery of 
and payment for the Bonds hereunder, and ( c) any termination of this Purchase Contract. 

Section 14. Counterparts. This Purchase Contract may be executed by the parties hereto 
in separate counterparts, each of which when so executed and delivered shall be an original, but all 
such counterparts shall together constitute but one and the same instrument. This Purchase Contract 
may be signed in counterparts, and upon delivery to the other party of such signed Purchase Contract, 
which delivery may be by facsimile transmission, shall constitute the binding agreement of each 
party to this Purchase Contract. 

Section 15. Mutual Reliance on Representations and Warranties. The. Commission 
hereby acknowledges that the Underwriters, in causing this Purchase Contract to be executed by the 
Representative and in paying for the Bonds as provided herein, is relying upon the representations of 
the Commission set forth herein. The Underwriters hereby acknowledge that the Commission, in 
executing this Purchase Contract and issuing the Bonds described herein, is relying upon the 
representations and warranties of the Underwriters set forth herein. 

Section 16. Severability. In case any one or more of the provisions contained herein shall 
for any reason be held to be invalid, illegal or unenforceable in any respect, such invalidity, illegality 
or unenforceability shall not affect any other provision hereof, but this Purchase Contract shall be 
construed as if such invalid or illegal or unenforceable provision had never been contained herein. 

Section 17. State of California Law Governs. The validity, interpretation and 
performance of this Purchase Contract shall be governed by the laws of the State of California. This 
Purchase Contract shall be enforceable in the State of California, and any action arising out of this 
Purchase Contract shall be filed with and maintained in City and County of San Francisco Superior 
Court, San Francisco, California; provided, that the Co)llmission may waive the requirement of 
venue. 

Section 18. Limited Liability. The obligations and liabilities of the Commission 
hereunder are limited obligations of the Commission payable solely from Revenues as defined and 
set forth in the Indenture. None of the Commissioners, the officers or employees of the Commission, 
or any person executing this. Purchase Contract shall be liable personally for the obligations of the 
Commission hereunder or be subject to any personal liability or accountability by reason of the 
execution hereof. Neither of the faith and credit nor the taxing power of the State or any political 
subdivision thereof, including the City, is pledged to the obligations of the Commission hereunder. 
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Section 19. No Fiduciary or Advisory Role; Arm's Length Transaction. The 
Underwriters and the Commission acknowledge and agree that (i) the purchase and sale of the Bonds 
pursuant to this Purchase Contract is an arm's-length commercial transaction between Commission, 
on the one hand, and the Underwriters, on the other hand, (ii) in connection with such transaction, 
each Underwriter is acting solely as a principal and not as a municipal advisor, a financial advisor, or 
a fiduciary of the Commission, and may have financial and other interests that differ from those of 
the Commission, (iii) the Underwriters have not assumed a fiduciary responsibility in favor of the 
Commission with respect to the offering of the .Bonds or the discussions, undertakings and 
procedures leading thereto (whether or not any Underwriter, or any affiliate of an Underwriter, has 
provided or is currently providing services or advice to Commission on other matters), and (iv) the 
Commission and the Underwriters have consulted with their respective legal, financial and other 
advisors to the extent they deemed appropriate in connection with the offering of the Bonds. The 
Underwriters are not acting as Municipal Advisors to the Commission (as defined in Section 15B of 
the Exchange Act of 1934, as amended) in connection with the matters contemplated by this 
Purchase Contract. 

Accepted as of the date first stated above: 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

By: ______________ _ 

General Manager 

Approved as to Form: 

DENNIS J. HERRERA 
City Attorney 

By: ___________ _ 

Mark D. Blake, Deputy City Attorney 

Very truly yours, 

J.P. MORGAN SECURITIES LLC, 
as Representative 

By: 
Authorized Officer 
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SCHEDULE I 

ADDITIONAL UNDERWRITERS 

1. Wells Fargo Bank, National Association 

2. Citigroup Global Markets Inc. 

3. Siebert Brandford Shank & Co., LLC 

4. US Bancorp 
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Maturity Date 
(__l) 

Maturity Date 
(__l) 

SCHEDULE II 

TO THE PURCHASE CONTRACT 

MATURITY SCHEDULE 

$ -----

2016 Sub-Series A Bonds 

Principal 
Amount 

Interest 
Rate Yield 

2016 Sub-Series B Bonds 

Principal 
Amount 

Interest 
Rate 

19 

Yield 

Price 

Price 



APPENDIX A 

CITY CONTRACTING PROVISIONS 

The following provisions shall apply to this Purchase Contract as if set forth in the text 
thereof. The Representative and each underwriter listed in Schedule 1 to this Purchase Contract shall 
each execute a substantially similar version of this Appendix A. The term "Underwriter" as used in 
this Appendix shall refer to the Representative or the underwriter executing an Appendix A to this 
Purchase Contract, individually and not severally. 

Capitalized terms used but not defined in this Appendix shall have the meanings given in this 
Purchase Contract. 

1. Conflict of Interest. Through its execution of this Purchase Contract, Underwriter 
acknowledges that it is familiar with the provision of Section 15.103 of the City's Charter, Article III, 
Chapter 2 of City's Campaign and Governmental Conduct Code, and Section 87100 et seq. and 
Section 1090 et seq. of the Government Code of the State of California, and certifies that it does not 
know of any facts which constitutes a violation of said provisions and agrees that it will immediately 
notify the City if it becomes aware of any such fact during the term of this Purchase Contract. 

2. Proprietary or Confidential Information of City. Underwriter understands and agrees 
that, in the performance of the work or services under this Purchase Contract or in contemplation 
thereof, Underwriter may have access to private or confidential information which may be owned or 
controlled by City and that such information may contain proprietary or confidential details, the 
disclosure of which to third parties may be damaging to City. Underwriter agrees that all information 
disclosed by City to Underwriter shall be held in confidence· and used only in performance of the 
Purchase Contract. Underwriter shall exercise the same standard of care to protect such information 
as a reasonably prudent Underwriter would use to protect its own proprietary data. 

3. . Local Business Enterprise Utilization; Liquidated Damages. 

a. The LBE Ordinance. Underwriter shall comply with all the requirements of the 
Local Business Enterprise and Non-Discrimination in Contracting Ordinance set forth in Chapter 
14B of the San Francisco Administrative Code as it now exists or as it may be amended in the future 
(collectively the "LBE Ordinance"), provided such amendments do not materially increase 
Underwriter's obligations or liabilities, or ·materially diminish Underwriter's rights, under this 
Purchase Contract. Such provisions of the LBE Ordinance are incorporated by reference and made a 
part of this Purchase Contract as though fully set forth in this section. Underwriter's willful failure to 
comply with any applicable provisions of the LBE Ordinance is a material breach of Underwriter's 
obligations under this Purchase Contract and shall entitle City, subject to any applical::ile notice and 
cure provisions set forth in this Purchase Contract, to exercise any of the remedies provided for under 
this Purchase Contract, under the LBE Ordinance or otherwise available at law or in equity, which 
remedies shall be cumulative unless this Purchase Contract expressly provides that any remedy is 
exclusive. In addition, Underwriter shall comply fully with all other applicable local, state and 
federal laws prohibiting discrimination and requiring equal opportunity in contracting, including 
subcontracting. 

b. Enforcement. If Underwriter willfully fails to comply with any of the provisions of 
the LBE Ordinance, the rules and regulations implementing the LBE Ordinance, or the provisions of 
this Purchase Contract pertaining to LBE participation, Underwriter shall be liable for liquidated 
damages in an amount equal to Underwriter's net profit on this Purchase Contract, or 10% of the 
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total amount of this Purchase Contract, or $1,000, whichever is greatest. The Director of the City's 
Contracts Monitoring Division or any other public official authorized to enforce the LBE Ordinance 
(separately and colleetively, the "Director of CMD") may also impose other sanctions against 
Underwriter authorized in the LBE Ordinance, including declaring the Underwriter to be 
irresponsible and ineligible to contract with the City for a period of up to five years or revocation of 
the Underwriter's LBE certification. The Director of CMD will determine the sanctions to be 
imposed, including the amount of liquidated damages, after investigation pursuant to Administrative 
Code § 14B.17. By entering into this Purchase Contract, Underwriter acknowledges and agrees that 
any liquidated damages assessed by the Director of the CMD shall be payable to City upon demand. 
Underwriter further acknowledges and agrees that any liquidated damages assessed may be withheld 
from any monies due to Underwriter on any contract with City. Underwriter agrees to maintain 
records necessary for monitoring its compliance with the LBE Ordinance for a period of three years 
following termination or expiration of this Purchase Contract, and shall make such records available 
for audit and inspection by the Director of CMD or the Controller upon request. 

4. Nondiscrimination; Penalties. 

a. Underwriter Shall Not Discriminate. In the performance of this Purchase Contract, 
Underwriter agrees not to discriminate against any employee, City and County employee working 
with such Underwriter or Subcontractor, applicant for employment with such. Underwriter or 
Subcontractor, or against any person seeking accommodations, advantages, facilities, privileges, 
services, or membership in all business, social, or other establishments or organizations, on the basis 
of the fact or perception of a person's race, color, creed, religion, national origin, ancestry, age, 
height, weight, sex, sexual orientation, gender identity, domestic partner status, marital status, 
disability or Acquired Immune Deficiency Syndrome or HIV status (AIDS/HIV status), or 
association with members of such protected classes, or in retaliation for opposition to discrimination 
against such classes. 

b: Subcontracts. Underwriter shall incorporate by reference in all subcontracts the 
provisions of§§ 12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative Code (copies 
of which are available from Purchasing) and shall require all Subcontractors to comply with such 
provisions. Underwriter's failure to comply with the obligations in this subsection shall constitute a 
material breach of this Purchase Contract. 

c. Nondiscrimination in Benefits. Underwriter does not as of the date of this Purchase 
Contract and will not during the term of this Purchase Contract, in any of its operations in San 
Francisco, on real property owned by San Francisco, or where work is being performed for the City 
elsewhere in the United States, discriminate in the provision of bereavement leave, family medical 
leave, health benefits, membership or membership discounts, moving expenses, pension and 
retirement benefits or travel benefits, as well as any benefits other than the benefits specified above, 
between employees with domestic partners and employees with spouses, and/or between the 
domestic partners and spouses of such employees, where the domestic partnership has been 
registered with a governmental entity pursuant to state or local law authorizing such registration, 
subject to the conditions.set forth in§ 12B.2(b) of the San Francisco Administrative Code. 

d. Condition to Contract. As a condition to this Purchase Contract, Underwriter shall 
execute the "Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits" form (Form 
CMD-12B-101) with supporting documentation and secure the approval of the form by the San 
Francisco Contracts Monitoring Division (formerly 'Human Rights Commission'). 

e. Incorporation of Administrative Code Provisions by Reference. The provisions 
of Chapters 12B and 12C of the San Francisco Administrative Code are incorporated in this Section 
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by reference and made a part of this Purchase Contract as though fully set forth herein. Underwriter 
shall comply fully with and be bound by all of the provisions that apply to this Purchase Contract 
under such Chapters, including but not limited to the remedies provided in such Chapters. Without 
limiting the foregoing, Underwriter understands that pursuant to §§12B.2(h) and 12C.3(g) of the San 
Francisco Administrative Code, a penalty of $50 for each person for each calendar day during which 
such person was discriminated against in violation of the provisions of this Purchase Contract may be 
assessed against Underwriter and/or deducted from any payments due Underwriter. 

5. MacBride Principles-Northern Ireland. Pursuant to San Francisco Administrative Code 
§ 12F.5, the City and County of San Francisco urges companies doing business in Northern Ireland to 
move towards resolving employment inequities, and encourages such companies to abide by the 
MacBride Principles. The City and County of San Francisco urges San Francisco companies to do 
business with corporations that abide by the MacBride Principles. By signing below, the person 
executing this Purchase Contract on behalf of Underwriter acknowledges and agrees that he or she 
has read and understood this section. 

6. Tropical Hardwood and Virgin Redwood Ban. Pursuant to §804(b) of the San Francisco 
Environment Code, the City and County of San Francisco urges Underwriters not to import, 
purchase, obtain, or use for any purpose, any tropical hardwood, tropical hardwood wood product, 
virgin redwood or virgin redwood wood product. 

7. Drug-Free Workplace Policy. Underwriter acknowledges that pursuant to the Federal 
Drug-Free Workplace Act of 1989, the unlawful manufacture, distribution, dispensation, possession, 
or use of a controlled substance is prohibited on City premises. Underwriter agrees that any violation 
of this prohibition by Underwriter, its employees, agents or assigns will be deemed a material breach 
of this Purchase Contract. 

8. Resource Conservation. Chapter 5 of the San Francisco Environment Code ("Resource 
Conservation") is incorporated herein by reference. Failure by Underwriter to comply with any of 
the applicable requirements of Chapter 5 will be deemed a material breach of contract. 

9. Compliance with Americans with Disabilities Act. Underwriter acknowledges that, 
pursuant to the Americans with Disabilities Act (ADA), programs, services and other activities 
provided by a public entity to the public, whether directly or through a Underwriter, must be 
accessible to the disabled public. Underwriter shall provide the services specified in this Purchase 
Contract in a manner that complies with the ADA and any and all other applicable federal, state and 
local disability rights legislation. Underwriter agrees not to discriminate against disabled persons in 
the provision of services, benefits or activities provided under this Purchase Contract and further 
agrees that any violation of this prohibition on the part of Underwriter, its employees, agents or 
assigns will constitute a material breach of this Purchase Contract. · 

10. Sunshine Ordinance. In accordance with San Francisco Administrative Code §67.24(e), 
contracts, Underwriters' bids, responses to solicitations and all other records of communications 
between City and persons or firms seeking contracts, shall be open to inspection immediately after a 
contract has been awarded. Nothing in this provision requires the disclosure of a private person or 
organization's net worth or other proprietary financial data submitted for qualification for a contract 
or other benefit until and unless that person or organization is awarded the contract or benefit. 
Information provided which is covered by this paragraph will be made available to the public upon 
request. . 

11. Limitations on Contributions. Through execution of this Purchase Contract, Underwriter 
acknowledges that it is familiar with. section 1.126 of the City's Campaign and Governmental 
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Conduct Code, which prohibits any person who contracts with the City for the rendition of personal 
services, for the furnishing of any material, supplies or equipment, for the sale or lease of any land or 
building, or for a grant, loan or loan guarantee, from making any campaign contribution to (1) an 
individual holding a City elective office if the contract must be approved by the individual, a board 
on which that individual serves, or the board of a state agency on which an appointee of that 
individual serves, (2) a candidate for the office held by such individual, or (3) a committee controlled 
by such individual, at any time from the commencement of negotiations for the contract until the 
later of either the termination of negotiations for such contract or six months after the date the 
contract is approved. Underwriter acknowledges that the foregoing restriction applies only if the 
contract or a combination or series of contracts approved by the same individual or board in a fiscal 
year have a total anticipated or actual value of$50,000 or more. Underwriter further acknowledges 
that the prohibition on contributions applies to each prospective party to the contract; each member 
of Underwriter's board of directors; Underwriter's chairperson, chief· executive officer, chief 
financial officer and chief operating officer; any person with an ownership interest of more than 20 
percent in Underwriter; any Subcontractor listed in the bid or contract; and any committee that is 
sponsored or controlled by Underwriter. Additionally, Underwriter acknowledges that Underwriter 
must inform each of the persons described in the preceding sentence of the prohibitions contained in 
Section 1.126. Underwriter further agrees to provide to City the names of each person, entity or 
committee described above. 

12. Requiring Minimum Compensation for Covered Employees. 

a. Underwriter agrees to comply fully with and be bound by all of the provisions of the 
Minimum· Compensation Ordinance (MCO), as set forth in San Francisco Administrative Code 
Chapter 12P (Chapter 12P), including the remedies provided, and implementing guidelines and rules. 
The provisions of Sections 12P.5 and 12P.5.l of Chapter 12P are incorporated herein by reference 
and made a part of this Purchase Contract as though fully set forth. The text of the MCO is available 
on the web at www.sfgov.org/olse/mco. A partial listing of some of Underwriter's obligations under 
the MCO is set forth in this Section. Underwriter is required to comply with all the provisions of the 
MCO, irrespective of the listing of obligations in this Section. 

b. The MCO requires Underwriter to pay Underwriter's employees a minimum hourly 
gross compensation wage rate and to provide minimum compensated and uncompensated time off. 
The minimum wage rate may change from year to year and Underwriter is obligated to keep 
informed of the then-current requirements. Any subcontract entered into by Underwriter shall 
require the Subcontractor to comply with the requirements of the MCO and shall contain contractual 
obligations substantially the same as those set forth in this Section. It is Underwriter's obligation to 
ensure that any Subcontractors of any tier under this Purchase Contract comply with the requirements 
of the MCO. If any Subcontractor under this Purchase Contract fails to comply, City may pursue any 

·of the remedies set forth in this Section against Underwriter. 

c. Underwriter shall not take adverse action or otherwise discriminate against an 
employee or other person for the exercise or attempted exercise of rights under the MCO. Such 
actions, iftaken within 90 days of the exercise or attempted exercise of such rights, will be rebuttably 
presumed to be retaliation prohibited by the MCO. 

d. Underwriter shall maintain employee and payroll records as required by.the MCO. If 
Underwriter fails to do so, it shall be presumed that the Underwriter paid no more than the minimum 
wage required under State law. 

e. The City is authorized to inspect Underwriter's job sites and conduct interviews with 
employees and conduct audits of Underwriter. 
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f. Underwriter's commitment to provide the Minimum Compensation is a material 
element of the City's consideraJion for this Purchase Contract. The City in its sole discretion shall 
determine whether such a breach has occurred. The City and the public will suffer· actual damage 
that will be impractical or extremely difficult to determine if the Underwriter fails to comply with 
these requirements. Underwriter agrees that the sums set forth in Section 12P.6.1 of the MCO as 
liquidated damages are not a penalty, but are reasonable estimates of the loss that the City and the 
public will incur for Underwriter's noncompliance. The procedures governing the assessment of 
liquidated damages shall be those set forth in Section 12P.6.2 of Chapter 12P. 

g. Underwriter understands and agrees that if it fails to comply with the requirements of 
the fy!CO, the City shall have the right to pursue any rights or remedies available under Chapter 12P 
(including liquidated damages), under the terms of the contract, and under applicable law. If, within 
30 days after receiving written notice of a breach of this Purchase Contract for violating the MCO, 
Underwriter fails to cure such breach or, if such breach cannot reasonably be cured within such 
period of 30 days, Underwriter fails to commence efforts to cure within such period, or thereafter 
fails diligently to pursue such cure to completion, the City shall have the. right to pursue any rights or 
remedies available under applicable law, including those set forth in Section 12P.6(c) of Chapter 
12P. Each of these remedies shall be exercisable individually or in combination with any other rights 
or remedies available to the City. 

h. Underwriter represents and warrants that it is not an entity that was set up, or is being 
used, for the purpose of evading the intent of the MCO. 

i. If Underwriter is exempt from the MCO when this Purchase Contract is executed 
because the cumulative amount of Purchase Contracts with this department for the fiscal year is less 
than $25,000, but Underwriter later enters into a Purchase Contract or Purchase Contracts that cause 
Underwriter to exceed that -amount in a fiscal year, Underwriter shall thereafter be required to 
comply with the MCO under this Purchase Contract. This obligation arises on the effective date of 
the Purchase Contract that causes the cumulative amount of Purchase Contracts between the 
Underwriter and this department to exceed $25,000 in the fiscal year. 

· 13. Requiring Health Benefits for Covered Employees. 

Underwriter agrees to comply fully with and be bound by all of the provisions of the Health 
Care Accountability Ordinance (HCAO), as set forth in San Francisco Administrative Code Chapter 
12Q, including the remedies provided, and implementing regulations, as the same may be amended 
from time to time. The provisions of section 12Q.5.1 of Chapter 12Q are incorporated by reference 
and made a part of this Purchase Contract as though fully set forth herein. The text of the HCAO is 
available on the web at www.sfgov.org/olse. Capitalized terms used.in this Section and not defined 
in this Purchase Contract shall have the meanings assigned to such terms in Chapter 12Q. 

a. For each Covered Employee, Underwriter shall provide the appropriate health benefit 
set forth in Section 12Q.3 of the HCAO. If Underwriter chooses to offer the health plan option, such 
health plan shall meet the minimum standards set forth by the San Francisco Health Commission. 

b. Notwithstanding the above, if the Underwriter is a small business as defined in 
Section 12Q.3(e) of the HCAO, it shall have no obligation to comply with part (a) above. 

c. Underwriter's failure to comply with the HCAO shall constitute a material breach of 
this Purchase Contract. City shall notify Underwriter if such a breach has occurred. If, within 30 
days after receiving City's written notice of a breach of this Purchase Contract for violating the 
HCAO, Underwriter fails to cure such breach or, if such breach cannot reasonably be cured within 
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such period of 30 days, Underwriter fails to commence efforts to cure within such period, or 
thereafter fails diligently to pursue such cure to completion, City shall have the right to pursue the 
remedies set forth in 12Q.5.1 and 12Q.5(f)(l-6). Each of these remedies shall be exercisable 
individually or in combination with any other rights or remedies available to City. 

d. Any Subcontract entered into by Underwriter shall require the Subcontractor to 
comply with the requirements of the HCAO and shall contain contractual obligations substantially 
the same as those set forth in this Section. Underwriter shall notify City's Office of Contract 
Administration when it enters into such a Subcontract and shall certify to the Office of Contract 
Administration that it has notified the Subcontractor of the obligations under the HCAO and has 
imposed the requirements of the HCAO on Subcontractor through the Subcontract. Each 
Underwriter shall be responsible for its Subcontractors' compliance with this Chapter. If a 
Subcontractor fails to comply, the City may pursue the remedies set forth in this Section against 
Underwriter based on the Subcontractor's failure to comply, provided that City has first provided 
Underwriter with notice and an opportunity to obtain a cure of the violation. 

e. Underwriter shall not discharge, reduce in compensation, or· otherwise discriminate 
against any employee for notifying City with regard to Underwriter's noncompliance or anticipated 
noncompliance with the requirements of the HCAO, for opposing any practice proscribed by the 
HCAO, for participating in proceedings related to the HCAO, or for seeking to assert or enforce any 
rights under the HCAO by any lawful means. · 

f. Underwriter represents and warrants that it is not an entity that was set up, or is being 
used, for the purpose of evading the intent of the HCAO. 

g. Underwriter shall maintain employee and payroll records in compliance with the 
California Labor Code and Industrial Welfare Commission orders, including the number of hours 
each employee has worked on the City Contract. 

h. Underwriter shall keep itself informed of the current requirements of the HCAO. 

i. Underwriter shall provide reports to the City in accordance with any reporting 
standards promulgated by the City under the HCAO, including reports on Subcontractors and 
Subtenants, as applicable. 

j. Underwriter shall provide City with access to records pertaining to compliance with 
HCAO after receiving a written request from City to do so and being provided at least ten business 
days to respond. 

k. Underwriter shall allow City to inspect Underwriter's job sites and have access to 
Underwriter's employees in order to monitor and determine compliance with HCAO. 

l. City may conduct random audits of Underwriter to ascertain its compliance with 
HCAO. Underwriter agrees to cooperate with City when it conducts such audits. · 

m. If Underwriter is exempt from the HCAO when this Purchase Contract is executed 
because its amount is less than $25,000 ($50,000 for nonprofits), but Underwriter later enters into an 
Purchase Contract or Purchase Contracts that cause Underwriter's aggregate amount of all Purchase 
Contracts with City to reach $75,000, all the Purchase Contracts shall be thereafter subject to the 
HCAO. This obligation arises on the effective date of the Purchase Contract that causes the 
cumulative amount of Purchase Contracts between Underwriter and the City to be equal to or greater 
than $75,000 in the fiscal year. 
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14. Prohibition on P9litical Activity with City Funds. In accordance with San Francisco 
Administrative Code Chapter 12.G, Underwriter may not participate in, support, or attempt to 
influence any political campaign for a candidate or for a ballot measure (collectively, "Political 
Activity") in the performance of the services provided under this Purchase Contract. Underwriter 
agrees to comply with San Francisco Administrative Code Chapter 12.G and any implementing rules 
and regulations promulgated by the City's Cohtrolle:r. The terms and provisions of Chapter 12.G are 
incorporated herein by this reference. In the event Underwriter violates the provisions of this section, 
the City may, in addition to any other rights or remedies available hereunder, (i) terminate this 
Purchase Contract, and (ii) prohibit Underwriter from bidding on or receiving any new City contract 
for a period of two (2) years. The Controller will not consider Underwriter's use of profit as a 
violation of this section. 

15.. Preservative-treated Wood Containing Arsenic. Underwriter may not purchase 
preservative-treated wood products containing arsenic in the performance of this Purchase Contract 
unless an exemption from the requirements of Chapter 13 of the San Francisco Environment Code is 
obtained from the Department of the Environment under Section 1304 of the Code. The term 
"preservative-treated wood containing arsenic" shall mean wood treated with a preservative that 
contains arsenic, elemental arsenic, or an arsenic copper combination, including, but not limited to, 
chromated copper arsenate preservative, ammoniacal copper zinc arsenate preservative, or 
ammoniacal copper arsenate preservative. Underwriter may purchase preservative-treated wood 
products on the list of environmentally preferable alternatives prepared and adopted by the 
Department of the Environment. This provision does not preclude Underwriter from purchasing 
preservative-treated wood containing arsenic for saltwater immersion. The term "saltwater 
immersion" shall mean a pressure-treated wood that is used for construction purposes or facilities 
that are partially or totally immersed in saltwater. 

16. Compliance with Laws. Underwriter shall keep itself fully informed of the City's Charter, 
codes, ordinances and regulations of the City and of all state, and federal laws in any manner 
affecting the performance of this Purchase Contract, and must at all times comply with such local 
codes, ordinances, and regulations and all applicable laws as they may be amended from time to 
time. 

17. Protection of Private Information. Underwriter has read and agrees to the terms set forth 
in San francisco Administrative Code Sections 12M.2, "Nond.isclosure of Private Information," and 
12M.3, "Enforcement" of Administrative Code Chapter 12M, "Protection of Private Infonnation," 
which are incorporated herein as if fully set forth. Underwriter agrees that any failure of Underwriter 
to comply with the requirements of Section 12M.2 of this Chapter shall be a material breach of the 
Contract. In such an event, in addition to any other remedies available to it under equity or law, the 
City may terminate the Contract, bring a false claim action against the Underwriter pursuant to 
Chapter 6 or Chapter 21 of the Administrative Code, or debar the Underwriter. 

18. Food Service Waste Reduction Requirements. Underwriter agrees to comply fully with 
and be bound by all of the provisions of the Food Service Waste Reduction Ordinance, as set forth in 
San Francisco Environment Code Chapter 16, including the remedies provided, and implementing 
guidelines and rules. The provisions of Chapter 16 are incorporated herein by reference and made a 
part of this Purchase Contract as though fully set forth. This provision is a material term of this 
Purchase Contract. By entering into this Purchase Contract, Underwriter agrees that if it breaches 
this provision, City will suffer actual damages that will be impractical or extremely difficult to 
determine; further, Underwriter agrees that the sum of one hundred dollars ($100) liquidated 
damages for the first breach, two hundred dollars ($200) liquidated damages for the second breach in 
the same year, and five hundred dollars ($500) liquidated damages for subsequent breaches in the 
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·same year .is reasonable estimate of the damage that City will incur based on the violation, 
established in light of the circumstances exl.sting at the time this Purchase Contract was made. Such 
amount shall not be considered a penalty, but rather agreed monetary damages sustained by City 
because of Underwriter's failure to comply with this provision 

19. Submitting False Claims; Monetary Penalties. Pursuant to San Francisco Administrative 
Code §21.35, any Underwriter, Subcontractor or consultant who submits a false claim shall be liable 
to the City for the statutory penalties set forth in that section. A Underwriter, Subcontractor or 
consultant will be deemed to have submitted a false claim to the City if the Underwriter, 
Subcontractor or consultant: (a) knowingly presents or causes to be presented to an officer or 
employee of the City a false claim or request for payment or approval; (b) knowingly makes, uses, 
or causes to be made or used a false record or statement to get a false claim paid or approved by the 
City; ( c) conspires to defraud the City by getting a false claim allowed or paid by the City; ( d) 
knowingly makes, uses, or causes to be made or used a false record or statement to conceal, avoid, or 
decrease an obligation to pay or transmit money or property to the City; or ( e) is a beneficiary of an 
inadvertent submission of a false claim to the City, subsequently discovers the falsity of the claim, 

. and fails to disclose the false claim to the City within a reasonable time after discovery of the false 
claim. 
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APPENDIXB 

CERTIFICATE OF THE UNDERWRITERS 
REGARDING INITIAL REOFFERING PRICES 

SAN FRANCISCO WATER 
REVENUE BONDS 

2016 SERIES AB 
2016 SUB-SERIES A 

(REFUNDING) 

SAN FRANCISCO WATER 
REVENUE BONDS 

2016 SERIES AB 
2016 SUB-SERIES B 

(REFUNDING) 

This certificate is being delivered by J.P. Morgan Securities LLC, as representative (the 
"Representative") of itself and certain additional underwriters (collectively, the "Underwriters") 
listed in Schedule I to the Bond Purchase Contract, dated September _, 2016 between the 
Underwriters and Public Utilities Commission of the City and County of San Francisco (the 
"Commission") for the sale of $ aggregate principal amount of (i) $_. ____ _ 
Public Utilities Commission of the City and County of San Francisco, San Francisco Water Revenue 
Bonds, 2016 Series AB, made up of two sub-series: (i) $ of "San Francisco Water 
Revenue Bonds, 2016 Sub-Series A (Refunding)" ("2016 Sub-Series A Bonds"), and (ii) 
$ "San Francisco Water Revenue Bonds, 2016 Sub-Series B (Refunding)" ("2016 
Sub-Series B Bonds," together with the 2016 Sub-Series A Bonds the "Bonds"). 

THE UNDERSIGNED HEREBY CERTIFY AS FOLLOWS: 

1. The undersigned is the Representative of the Underwriters who purchased the Bonds. 
The undersigned. is authorized to execute this certificate, which is based on one or more of (i) 
personal knowledge, (ii) inquiry deemed adequate by the undersigned and (iii) institutional 
knowledge regarding the matters set forth herein. 

2. On September_, 2016 (the "Sale Date"), all of the Bonds have been the subject of a 
bona tide offering to the public (excluding bond houses, brokers or similar persons or organizations 
acting in the· capacity of underwriters or wholesalers) (the "Public") pursuant to the Bond Purchase 
Contract, and on the Sale Date we reasonably expected that the first price at which at least 10% of 
the principal amount of each maturity for each sub-series of the Bonds would be initially sold to the 
Public would be the respective price for that maturity shown, as set forth in Schedule II hereto. The 
first price at which at least 10% of the principal amount of each maturity for each sub-series of the 
Bonds initially was sold to the Public was the respective price for that maturity shown on Schedule II 
hereto. For purposes of this certificate, we have assumed that the phrase "bond houses, brokers or 
similar persons or organizations acting in the capacity of underwriters or wholesalers" refers only to 
persons who, to our actual knowledge, are acting in such capacity. 

3. We have no reason to believe that the prices shown on Schedule II hereto, in the 
opinion of the Representative, represent prices that are greater than the expected fair market value for 
all of the Bonds as of the Sale Date. 
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4. The Commission may rely on the foregoing representations in making its certification 
as to issue price of the Bonds under the Code, and Norton Rose Fulbright US LLP and Curls Bartling 
P.C., as co-bond counsel, may rely on the foregoing representations in rendering their opinion that 
interest on the Bonds is excluded from gross income for federal income tax purposes; provided, 
however, that nothing herein represents our interpretation of any laws, and in particular, regulations 
under section 148 of the Code. · 

September_, 2016 

J.P. MORGAN SECURITIES LLC, 

By: 
Authorized Representative 
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MATURITY SCHEDULES 
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Maturity 
(November 1) 

MATURITY SCHEDULES* 

2016 Sub-Series A Bonds 
$[Sub-Series A Par]* Serial Bonds 

Principal Amount Interest Rate Yieldt 

CUSIPt 
Base Number 

79765R 

$ % Term Bonds due November 1, 20 Yieldt % CUSIPt 
$____ % Term Bonds due November 1, 20= Yieldt _% CUSIPt == 

Maturity 
(November 1) 

2016 Sub-Series B Bonds 
$[Sub-Series B Par]* Serial Bonds 

Principal Amount Interest Rate Yieldt 

$ % Term Bonds due November 1, 20 Yieldt % CUSIPt 

CUSIPt 
. Base Number 

79765R 

$____ % Term Bonds due November 1, 20 = Yieldt - % CUSIPt == 
Preliminary, subject to change. 
Reoffering yields have been provided by the Underwriters. See "'UNDERWRITING." 
CUSIP is a registered trademark of The American Bankers Association. CUSIP data herein is provided by CU SIP Global Services, 
managed by Standard & Poor' s Financial Services LLC on behalf of The American Bankers Association. This data is not intended to 
create a database and does not serve in any way as a substitute for the CUSIP services. Neither the SFPUC nor the Underwriters 
assume any responsibility for the accuracy of the CU SIP data. 
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Figure 1-1 (Not to Scale)-The above map depicts the Retch Hetchy Regional Water System. For further description of the SFPUC's Water System, see "THE 
WATER ENTERPRISE." 

The 2016 Series AB 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 any of its 
income or receipts, except Revenues, See "SECURITY FOR THE BONDS." 



Water Enterprise Service Area and Wholesale Customers 

1. Alameda County Water District 
2. City of Brisbane 
3. City of Burlingame 
4a. CWS - Bear Gulch 
4b. CWS - Mid-Peninsula 
4c. CWS - South San Francisco 
5. Coastside County Water District 
6. City of Daly City 
7. City of East Palo Alto 
8. Estero Municipal Improvement District 
9. Guadalupe Valley MID 
10. City of Hayward 
11. Town ofHillsborough 
12. City of Menlo Park 
13. Mid-Peninsula Water District 
14. City of Millbrae 
15. City ofMilpitas 
16. City of Mountain View 
17. North Coast County Water District 
18. City of Palo Alto 
19. Purissima Hills Water District 
20. City of Redwood City 
21. City of San Bruno 
22. San Jose Murucipal Water System 
23. City of Santa Clara 
24. Stanford University . 
25. City of Sunnyvale 
26. Westborough Water District 

Figure 1-2 (Not to Scale)-The above map depicts the Water Enterprise service area and the locations of the Wholesale Customers (not including Cordilleras 
Mutual Water Company). For further description of the Wholesale Customers, see "THE WATER ENTERPRISE-Wholesale Deliveries." 
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GENERAL INFORMATION 

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 2016 Series AB Bonds, by any person in any jurisdiction in which it is unlawful 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 2016 Series AB 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 Underwriters have provided the following sentence for inclusion in this Official Statement: The Underwriters 
have reviewed the information in this Official Statement in accordance with, and as part of, their responsibilities to 
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriters do not guarantee the accuracy or completeness of such information. 

The City maintains a website at http://www.sfgov.org and the SFPUC maintains a website at 
http://www.sfwater.org. In addition, certain information and reports found on other websites, and other information 
and reports, are referred to in this Official Statement The information and reports available on such websites, and 
the other referenced information and reports, are not incorporated by reference into this Official Statement and 
should not be relied upon in making an investment in the 2016 Series AB Bonds. · 

The issuance and sale of the 2016 Series AB 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 issuance and sale of municipal 
securities. 

IN CONNECTION WITH THE OFFERING OF THE 2016 SERIES AB BONDS, THE UNDERWRITERS MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF 
THE 2016 SERIES AB BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE 
OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 
CONSEQUENTLY THE MARKET PRICE PAID BY AN INVESTOR DURING THE STABILIZATION 
PERIOD MAY BE HIGHER THAN THE PREY AILING MARKET PRICE. 

This Official Statement is delivered for use in connection with the issuance, sale and delivery of the 2016 Series AB 
Bonds and may not be reproduced or used, in whole or in part, for any other purpose. 
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FORWARD-LOOKING STATEMENTS 

CERTAIN STATEMENTS CONTAINED IN TI:IIS 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 TIIAT THE FUTURE RESULTS DISCUSSED HEREIN WILT.: 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 

$[PAR)* 
PUBLIC UTILITIES COMMISSION 

OF THE CITY AND COUNTY OF SAN FRANCISCO 
SAN FRANCISCO WATER REVENUE BONDS, 

2016 SERIES AB 

$[Sub-Series A Par]* 
2016 Sub-Series A Bonds 

(Refunding) 

INTRODUCTION 

$[Sub-Series B Par]* 
2016 Sub-Series B Bonds 

(Refunding) 

This Introduction is qualified in its entirety by referenc~ to the more detailed information included and 
referred to elsewhere in this Official Statement. The offering of the 2016 Series AB 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 water revenue bonds captioned above (the "2016 Series AB Bonds"). 

Authority for Issuance 

The SFPUC is issuing the 2016 Series AB Bonds in two Sub-Series, the San Francisco Water Revenue 
Bonds, 2016 Series AB, 2016 Sub-Series A Bonds (Refunding) (the "2016 Sub-Series A Bonds"), and the San 
Francisco Water Revenue Bonds, 2016 Series AB, 2016 Sub-Series B Bonds (Refunding) (the "2016 Sub-Series B 
Bonds"), under Section 9.109 of the Charter (the "Charter") of the City and County of San Francisco (the "City") 
and Ordinance No. 112-16, adopted by the Board of Supervisors of the City (the "Board of Supervisors") on 
June 14, 2016 ("Ordinance No. 112-16"). 

The 2016 Sub-Series A Bonds will be issued under a Twenty-First Supplemental Indenture, dated as of 
October 1, 2016 (the "Twenty-First Supplemental Indenture"), by and between the SFPUC and U.S. Bank 
National Association, as trustee (the "Trustee"), which supplements the Amended and Restated Indenture, dated as 
of August 1, 2002, by and between the SFPUC and the Trustee (as supplemented and amended to date, the 
"Indenture"). The 2016 Sub-Series B Bonds will be issued under a Twenty-Second Supplemental Indenture, dated 
as of October 1, 2016 (the "Twenty-Second Supplemental Indenture"), by and between the SFPUC and the 
Trustee, which supplements the Indenture. 

The 2016 Series AB Bonds are being issued under a resolution adopted by the SFPUC governing body (the 
"Commission") on September 13, 2016. 

See "OBLIGATIONS PAYABLE FROM REVENUES - Authority for Issuance of Revenue Bonds and 
Other Obligations Payable from Revenues." 

•Preliminary, subject to change. 

1 
OHSUSA:765313558.9 



Purposes 

The 2016 Series AB Bonds are being issued for the purpose of providing funds, together with certain other 
moneys available for such purpose, to refund all or a portion of various series of the SFPUC's Outstanding Bonds 
(as defined herein). Proceeds of the 2016 Series AB Bonds will also be applied to pay the costs of issuance of the 
2016 Series AB Bonds. See "PLAN OF REFUNDING" and "OBLIGATIONS PAYABLE FROM REVENUES -
Outstanding Parity Revenue Bonds." 

The SFPUC and the Water Enterprise 

The SFPUC is a department of the City responsible for the maintenance, operation and development of 
three utility enterprises. See "THE PUBLIC UTILITIES COMMISSION." 

The SFPUC owns and operates a municipal water supply, storage and distribution system (the "Water 
Enterprise") that provides drinking water to retail customers in the City and certain retail customers outside of the 
City (the "Retail Customers") and to wholesale customers in three other San Francisco Bay Area counties (the 
"Wholesale Customers"). The Water Enterprise consists of water treatment and distribution facilities located 
outside of the City (the "Regional Water System") and water treatment and distribution facilities located inside the 
City (the "In-City Distribution System"). See "WATER FACILITIES." 

Water rates for Retail Customers are set by the SFPUC, subject to rejection by resolution of the Board of 
Supervisors. Water rates for Wholesale Customers are set pursuant to the Water Supply Agreement; which became 
effective in July 2009 (the "Water Supply Agreement" or "WSA"), between the City and the Wholesale 
Customers. See "FINANCIAL OPERATIONS." 

The other two enterprises of the SFPUC provide wastewater services to customers in the City and to 
wholesale customers outside of the City, and power, mainly hydroelectric, for City government operations and to 
other users. The revenues of these other two enterprises are not available for, and do not secure, payment of the 
principal of, or premium, if any, or interest on the Bonds (as defined herein), including the 2016 Series AB Bonds. 
See "THE PUBLIC UTILITIES COMMISSION." . 

Security for the Bonds 

Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Water Enterprise and all 
Refundable Credits receivec.l by the SFPUC to the punctual payment of principal of, and premium, if any, and 
interest on the 2016 Series AB Bonds and all outstanding parity revenue bonds issued under the Indenture 
(collectively, the "Bonds"), subject to the allocation of funds provided in the Indenture. The 2016 Series AB Bonds 
are payable on parity with certain Outstanding Bonds previously issued by the SFPUC under the Indenture. 

The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2016 Series 
AB Bonds except from Revenues (as defined in the Indenture). The SFPUC has no taxing power. The 
General Fund of the City is not liable for the payment of the principal of, or premium, if any, or interest on 
the 2016 Series AB Bonds, and neither the credit nor the taxing power of the City is pledged to the payment 
of the principal of, or premium, if any, or interest on the 2016 Series AB Bonds. The 2016 Series AB 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. 

No Bond Reserve Account (as defined herein) will be established for the 2016 Series AB Bonds. Bond 
Reserve Accounts have been established with respect to other series of Bonds. Such Bond Reserve Accounts do not 
secure the 2016 Series AB Bonds. 

See "SECURITY FOR THE BONDS." 
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Outstanding and Future Parity Bonds and Other Indebtedness 

The SFPUC has previously issued revenue bonds, and in the future expects to issue additional bonds, 
pursuant to the Indenture and .secured by Revenues of the Water Enterprise on parity with the 2016 Series AB 
Bonds. See "OBLIGATIONS PAY ABLE FROM REVENUES." 

The Indenture provides that additional series of Bonds secured by Revenues on parity with the Outstanding 
Bonds and the 2016 Series AB Bonds (each an "Additional Series of Bonds") may be issued if certain conditions 
are met. See "SECURITY FOR THE .BONDS -Additional Series of Bonds." 

The SFPUC anticipates that it will issue on or about , 2016• its Water Revenue Bonds, 
2016 Series C (Federally Taxable) (the "2016 Series C Bonds"), in an aggregate principal amount of 
approximately $ __ • million, to refund commercial paper notes issued to finance or refinance WSIP (as 
defined herein) projects. The 2016 Series C Bonds are not being offered pursuant to this Official Statement. 

The SFPUC may also issue refunding bonds in response to markt<t conditions in order to achieve debt 
service savings and additional bonds from·time to time to fund additional capital projects. See "FINANCING OF 
CAPITAL IMPROVEMENTS." 

Risk Factors 

Investment irt the 2016 Series AB 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 2016 Series AB Bonds, see "RISK FACTORS." 

Continuing Disclosure 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2016 Series AB 
Bonds to provide certain financial information and operating data not later than nine months following the end of its 
Fiscal Year (presently June 30), beginning on March 31, 2017, with the report for Fiscal Year 2015-16, and to 
provide notices of the occurrence of certain enumerated events. These covenants have been made in order to assist 
the Underwriters in complying with Rule 15c2-12(b)(5) of the Securities and Exchange Commission (the "Rule"). 
See "CONTINUING DISCLOSURE" and "APPENDIX F - FORM OF CONTINUING DISCLOSURE 
CERTIFICATE." Although the SFPUC filed on Electronic Municipal Market Access ("EMMA") materials 
describing the effectiveness of certain amendments to the indenture pursuant to which the SFPUC's wastewater 
bonds have been issued, it failed to file timely a simultaneous and duplicative notice of material event. The SFPUC 
has, at least once in the last five years, failed to file in a timely manner notice of a change in the· rating of SFPUC 
bonds resulting from a change in the rating of a bond insurer. As of the date of this Official Statement, the current 
ratings of the SFPUC's insured bonds are correct on EMMA. 

*Preliminary, subject to change. 

3 
OHSUSA:765313558.9 



Other Matters 

Brief descriptions of the 2016 Series AB Bonds, the security and sources of payment for the 2016 Series 
AB Bonds, the SFPUC, the Water Enterprise, the Water System Improvement Program ("WSIP") and certain 
non-WSIP capital improvements 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 Frandsco, CA 94102 
Attention: Assistant General Manager, Business Services and Chief Financial Officer 
(415) 554-3155 

THE 2016 SERIES AB BONDS 

General 

The 2016 Series AB Bonds will be dated as of their date of delivery and will accrue interest from their date 
of delivery at the rates per annum set forth on the inside cover page of this Official Statement. Interest on the 2016 
Series AB Bonds is payable on May 1 and November 1 of each year, beginning May 1, 2017. Interest on the 2016 
Series AB Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day months. 

The 2016 Series AB Bonds will mature on the dates and in the principal amounts set forth on the inside 
cover page of this _Official Statement. The 2016 Series AB 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 Only System 

·The 2016 Series AB Bonds will be registered in the name of Cede & Co., as nomin"'e for The Depository 
·Trust Company ("DTC"), New York, New York, as the Owner of the 2016 Series AB Bonds. 

So long as DTC, or its nominee, Cede & Co., is the Owner of the 2016 Series AB Bonds, all payments on 
the 2016 Series AB 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 2016 Series 
AB Bonds will be the responsibility of the DTC Participants. See "APPENDIX G- SECURITIES DEPOSITORY 
AND BOOK-ENTRY SYSTEM." 

Redemption· 

Optional Redemption of 2016 Sub-Series A Bonds. The 2016 Sub-Series A Bonds maturing prior to 
November 1, 20_ are not subject to redemption prior to their stated maturity dates. The 2016 Sub-Series A Bonds 
maturing on or after November 1, 20_, are subject to redemption prior to their respective stated maturities, 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, 20_, from such maturities or portions of maturities as are determined by the SFPUC and by lot 
within any one maturity, at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series A 
Bonds to be redeemed, plus accrued interest to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Red~mption. The ·2016 Sub-Series A Bonds maturing on November 1, 20~ 
(the "20_ Sub-Series A Term Bonds"), are further subject to redemption prior to their stated maturity, from 2016 

*Preliminary, subject to change. 
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Sub-Series A Sinking Fund Account payments on any November 1 on or after November 1, 20 _, by lot within any 
such maturity if less than all of the 2016 Sub-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 redemption, without premium. 

The 20 _Sub-Series A Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

The 2016 Sub-Series A Bonds maturing on November 1, 20_ (the "20_ Sub-Series A Term Bonds"), 
are further subject to redemption prior to their stated maturity, from 2016 Sub-Series A Sinking Fund Account 
payments on any November 1 on or after November 1, 20 _, by lot within any such maturity if less than all of the 
2016 Sub-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 redemption, without premium. 

The 20 _ Sub-Ser~es A Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

Optional Redemption of 2016 Sub-Series B Bonds. The 2016 Sub-Series B Bonds maturing prior to 
November 1, 20_ are not subject to redemption p.rior to their stated maturity dates. The 2016 Sub-Series B Bonds 
maturing on or after November 1, 20 _, are subject to redemption prior to their respective stated maturities, at the 
option of the SFPUC, from any source of available funds, as a whole or in part on any date on or after 
_____ l, 20 __, from such maturities or portions of maturities as are determined by the SFPUC and by lot 
within any one maturity, at a redemption price equal to 100% of the principal amount of the 2016 Sub-Series B 
Bonds to be redeemed, plus accrued interest to the date fixed for redemption, without premium. · 

Mandatory Sinking Fund Redemption. The 2016 Sub-Series B Bonds maturing on November 1, 20_ 
(the "20_ Sub-Series B Term Bonds"), are further subject to redemption prior to their stated maturity, from 2016 
Sub-Series B Sinking Fund Account payments on any November 1 on or after November 1, 20 _, by lot within any 
such maturity if less than all of the 2016 Sub-Series B Bonds of such maturity and tenor be redeemed, upon payment 
of the principal amount thereof and accrued interest thereon to the date fixed for redemption, without premium. 

The 20 _Sub-Series B Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

The 2016 Sub-Series B Bonds maturing on November 1, 20_ (the "20_ Sub-Series B Term Bonds"), 
are further subject to redemption prior to their stated maturity, from 2016 Sub-Series B Sinking Fund Account 
payments on any November 1 on or after November 1, 20 _, by lot within any such maturity if less than all of the 
2016 Sub-Series B Bonds of such maturity and tenor be redeemed, upon payment of the principal amount thereof 
and accrued interest thereon to the date fixed for redemption, without premium. 
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The 20 _Sub-Series B Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

Selection of 2016 Sub-Series A Bonds and 2016 Sub-Series B Bonds/or Redemption. Subject to DTC's 
procedures relating to the selection of bonds for redemption (see "APPENDIX G - SECURITIES DEPOSITORY 
AND BOOK-ENTRY SYSTEM"), whenever less than all of the 2016 Sub-Series A Bonds or 2016 Sub-Series B 
Bonds of any one tenor and maturity are called for redemption, the Trustee will select the 2016 Sub-Series A Bonds 
or 2016 Sub-Series B Bonds of the tenor and maturity to be redeemed from the Outstanding 2016 Sub-Series A 
Bonds or 2016 Sub-Series B Bonds of that tenor and maturity, by lot or by any other manner the Trustee deems fair 
.and equitable. For purposes of such selection, 201_6 Sub-Series A Bonds or 2016 Sub-Series B Bonds will be 
deemed to be made up of$5,000 portions of principal, any of which may be redeemed separately. 

Notice of Redemption. Notice of redemption will be mailed by the Trustee at least thirty days but not more 
than sixty days prior to the redemption date, to DTC (so long as DTC's book-entry system is used). The actual 
receipt by the owner of any 2016 Sub-Series A Bond or 2016 Sub-Series B Bond of notice of such redemption is not 
a condition precedent to redemption, and failure to receive a redemption notice or any defect in a redemption notice 
will not affect the validity of the proceedings for the redemption of such 2016 Sub-Series A Bond or 2016 Sub
Series B Bond or the cessation of the accrual of interest on the date fixed for such redemption. See "APPENDIX G 
- SECURITIE~ DEPOSITORY AND BOOK-ENTRY SYSTEM." 

Rescission of Notice of Redemption. The SFPUC may, at its option, prior to the date fixed for redemption 
in any notice of optional redemption, rescind and cancel such notice of redemption by written request to the Trustee 
and the Trustee will mail notice of such cancellation to the recipients of the notice of redemption being cancelled. 

Effect of Redemption. When notice of redemption has been duly given as described above, and moneys 
for payment of the redemption price are held by the Trustee, the 2016 Sub-Series A Bonds or 2016 Sub-Series B 
Bonds called for redemption will, on the redemption date designated in such notice, become due and payable at the 
redemptio.n price specified in such notice; and from and after the date so designated interest on the 2016 Sub-Series 
A Bonds or 2016 Sub-Series B Bonds called for redemption will cease to accrue, and such 2016 Sub-Series A Bonds 
or 2016 Sub-Series B Bonds will cease to be entitled to any benefit or security under the Indenture, and the Owners 
of said 2016 Sub-Series A Bonds or 2016 Sub-Series B Bonds will have no rights in respect thereof except to 
receive payment of the redemption price thereof. The Trustee, upon surrender for payment of any of said 2016 Sub
Series A Bonds or 2016 Sub-Series B Bonds, will pay such 2016 Sub-Series A Bonds or 2016 Sub-Series B Bonds 
at the redemption price, together with accrued interest thereon. All 2016 Sub-Series A Bonds or 2016 Sub-Series B 
Bonds redeemed will be cancelled upon surrender and no 2016 Sub-Series A Bonds or 2016 Sub-Series B Bonds 
will be issued in place thereof. 

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 2016 Sub-Series A Bond or 2016 Sub
Series B Bond and such 2016 Sub-Series A Bond or 2016 Sub-Series B 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." 
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PLAN OF REFUNDING. 

General. The .proceeds of the 2016 Sub-Series A Bonds, together with certain other moneys available for 
such purpose, will be applied to: (i) refund all or a portion of the SFPUC's outstanding San Francisco Water 
Revenue Bonds, 2009 Series A (the "2009 Series A Bonds"); (ii) refund all or a portion of the SFPUC's outstanding 
San Francisco Water Revenue Bonds, 2009 Series B (the "2009 Series B Bonds"); (iii) refund all or a portion of the 
SFPUC's San Francisco Water Revenue Bonds, 2010 Series FG, Sub-Series F (the "2010 Sub-Series F Bonds"); 
and (iv) pay the costs of issuance of the 2016 Sub-Series A Bonds. The proceeds of the 2016 Sub-Series B Bonds, 
together with certain other moneys available for such purpose, will be applied to: (i) refund all or a portion of the 
SFPUC's outstanding San Francisco Water Revenue Bonds, 2006 Refunding Series B (the "2006 Refunding 
Series B Bonds"); (ii) refund all or a portion of the SFPUC's outstanding San Francisco Water Revenue Bonds, 
2006 Refunding Series C (the "2006 Refunding Series C Bonds"); (iii) refund all or a portion of the SFPUC's San 
Francisco Water Revenue Bonds, 2010 Series ABC, Sub-Series A (the "2010 Sub-Series A Bonds"); and (iv) pay 
the costs of issuance of the 2016 Sub-Series B Bonds. See "OBLIGATIONS PAYABLE FROM REVENUES -
Outstanding Parity Revenue Bonds." The defeasance of the Bonds will allow approximately$ __ • 
to be released to the SFPUC from the Bond Reserve Account for the Bonds for the financing of eligible 
~ajectL . 

The following tables detail the Series, maturity dates and principal amounts of Bonds which may be 
refunded with proceeds of the 2016 Series AB Bonds, however, not all of the Bonds listed in the tables will be 
refunded. The SFPUC currently expects that (i) all of the 2006 Refunding Series B Bonds will be refunded, (ii) all 
of the 2006 Refunding Series C Bonds will be refunded, (iii) a portion of the 2009 Series A Bonds will be refunded, 
(iv) a portion of the 2009 Series B Bonds will be refunded, (v) a portion of the 2010 Sub-Series A Bonds will be 
refunded, and (vi) a portion of the 2010 Sub-Series F Bonds will be refunded. The specific Bonds to be refunded 
(the "Refunded Bonds") will only be determined by the SFPUC at the time that the SFPUC and the Underwriters 
for the 2016 Series AB Bonds execute the bond purchase contract for the 2016 Series AB Bonds. Until such time, 
all Refunded Bonds Series, maturity dates and principal amounts remain subject to change by the SFPUC in its sole 
discretion. 

(Remainder of Page Intentionally Left Blank) 

* Preliminary, subject to change. 
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Maturity 
11/112016 
111112017 
111112018 
11/112019 
111112020 
111112021 
111112022 
1111/2023 
1111/2024 
111112025 
111112026 

Refunded Bonds 

Public Utilities Commission of the City and County of San Francisco San Francisco 
Water Revenue Bonds, 2006 Refanding Series B 

Outstanding 
Principal 
Amount 

$ 8,505,000 
8,900,000 
6,540,000 
8,340,000 
9,895,000 
7,410,000 
7,750,000 
8,090,000 
8,460,000 
2,325,000 
2,420,000 

Interest Rate 
5.000% 
4.000 
4.000 
4.125 
4.250 
4.250 
4.125 
4.250 
4.250 
4.250 
4.250 

CU SIP 
(Base No.: 
79765R)<q 

KT5 
KU2 
KVO 
KW8 
KX6. 
KY4 
KZl 
LAS 
LB3 
LCl 
LD9 

Principal 
Amount to be 

Refunded 

Total: $78,635,000 

Maturity 

11/112016 
111112017 
11/112018 
11/112019 
11/112020 
11/112021 
11/112022 
111112023 
11/112024 
11/112025 
11/112026 

Public Utilities Commission of the City and County of San Francisco San Francisco 
Water Revenue Bonds, 2006 Refanding Series C 

Outstanding 
Principal 
Amount 

$ 3,190,000 
3,325,000 
1,375,000 
2,600,000 
3,640,000 
1,565,000 
1,630,000 
1,710,000 
1,785,000 
1,865,000 
1,945,000 

Interest Rate 

4.000% 
4.375 
4.250 
4.375 
5.000 
4.500 
4.500 
4.500 
4.500 
4.500 
4.500 

CU SIP 
(Base No.: 
79765R)(C) 

NJ4 
NKl 
NL9 
NM7 
NN5 
NPO 
NQ8 
NR6 
NS4 
NT2 
NU9 

Principal 
Amount to be 

Refunded 

Total: $24,630,000 

Payment or 
Redemption 

Date 
11/112016 

Payment or 
Redemption 

Date 

11/112016 

(C) CUSIP is a registered trademark of The American Bankers Association. CUSIP data herein is provided by CUSIP Global 
Services, managed by Standard & Poor's Financial Services LLC on behalf of The American Bankers Association. This 
data is not intended to create a database and does not serve in any way as a substitute for the CUSIP services. Neither the 
SFPUC nor the Underwriters assume any responsibility for the accuracy of the CUSIP data. 
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Refunded Bonds (Continued) 

Public Utilities Commission of the City and County of San Francisco San Francisco 
Water Revenue Bonds, 2009 Series A 

Outstanding CU SIP Principal 
Principal (Base No.: Amount to be Redemption 

Maturity Amount Interest Rate 79765R)<CJ Refunded Date 

111112020 $ 10)00,000 5.000% PW3 111112019 
1111/2021 10,615,000 5.000 PXl 1111/2019 
1111/2022 11,165,000 5.000 PY9 11/112019 
111112026 11,635,000 5.000 QC6 111112019 
111112027 14,330,000 5.000 QD4 11/112019 
111112028 15,070,000 5.000 QE2 111112019 
1111/2029 15,840,000 5.000 QF9 11/112019 
111112030 16,675,000 5.250 QG7 111112019 
111112031 17,575,000 5.250 QH5 11/1/.2019 
111112032 18,510,000 5.250 QJl 1111/2019 
111112033 19,485,000 5.250 QK8 11/1/2019 
11/112035 (T) 42,105,000 5.000 QL6 11/112019 
1 l/l/2039 (T) 98,300,000 5.125 QM4 1111/2019 

Total: $301,405,000 

Public Utilities Commission of the City and County of San Francisco San Francisco 
Water Revenue Bonds, 2009. Series. B 

Outstanding CU SIP Principal 
Principal (Base No.: Amount to be Redemption 

Maturity Amount Interest Rate 79765R)<Cl Refunded Date 
11/112020 $ 10,130,000 5.000% QXO 11/112019 
111112021 10,650,000 5.000 QY8 11/112019 
1111/2022 11,195,000 5.000 QZ5 11/112019' 
111112023 11,770,000 5.000 RA9 ' 1111/2019 
111112024 12,375,000 4.000 RB7 11/112019 
111112025 13,010,000 4.000 RC5 11/1/2019 
1111/2026 13,675,000 5.000 RD3 1111/2019 
1111/2027 14,375,000 5.000 REI 1111/2019 
111112028 15,115,000 5.000 RF8 111112019 
111112029 15,895,000 5.000 RG6 11/1/2019 
111112030 16,705,000 5.000 RH4 1111/2019 
111112031 17,560,000 5.000 RJO 1111/2019 
1111/2032 18,460,000 5.000 RK7 1111/2019 
111112039 (T) 159,040,000 5.000 RL5 1111/2019 

Total: $339,955,000 

(C) CUSIP is a registered trademark of The American Bankers Association. CUSIP data herein is provided by CUSIP Global 
Services, managed by Standard & Poor's Financial Services LLC on behalf of The American Bankers Association. This 
data is not intended to create a database and does not serve in any way as a substitute for the CUSIP services. Neither the 
SFPUC nor the Underwriters assume any responsibility for the accuracy of the CUSIP data. 

(T) Term Bond Maturity. 
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Maturity 
111112020 
11/1/2021 
11/1/2022 
1111/2023 
1111/2024 
11/1/2025 
11/1/2026 
1111/2027 
11/112028 
11/1/2029 
11/1/2030 

Refunded Bonds (Continued) 

Public Utilities Commission of the City and County of San Francisco San Francisco 
Water Revenue Bonds, 2010 Sub-Series A 

Outstanding 
Principal 
Amount· 

$ 2,655,000 
2,795,000 
2,935,000 
3,090,000 
3,245,000 
3,415,000 
3,590,000 
3,770,000 
3,965,000 
4,170,000 
4,365,000 

Interest Rate 
5.000% 
5.000 
5.000 
5.000 
5.000 
5.000 
5.000 
5.000 
5.000 
5.000 
4.250 

CU SIP 
(Base No.: 
79765R)<Cl 

RY7 
RZ4 
SA8 
SB6 
SC4 
SD2 
SEO 
SGS 
SH3 
SJ9 
SF7 

Principal 
Amount to be 

Refunded 

Total: $37,995,000 

Maturity 
11/1/2021 
11/112022 
111112023 
1111/2024 
11/112025 
11/112026 
111112027 
111112028 
11/1/2030 

Public Utilities Commission of the City and County of San Francisco San Francisco 
· Water Revenue Bonds, 2010 Sub-Series F 

Outstanding. CUSIP 
Principal (Base No.: 
Amount Interest Rate 79765R)<Cl. 

$ 15,895,000 5.000% TRO 
11,480,000 5.000 TS8 
12,050,000 5.000 TT6 
12,605,000 5.000 TU3 
13,100,000 5.000 TVl 
13,695,000 5.000 TW9 
18,955,000 5.000 TX7 
19,890,000 5.000 TYS 
43,055,000 5.500 TZ2 

Principal 
Amount to be 

Refunded 

Total: $160,725,000 

Redemption 
Date 

5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 
5/1/2020 

Redemption 
Date 

111112020 
11/112020 
11/1/2020 
11/112020 
11/1/2020 
11/1/2020 
11/1/2020 
1111/2020 
11/1/2020 

(C) CUSIP is a registered trademark of The American Bankers Association. CUSIP data.herein is provided by CUSIP Global 
Services, managed by Standard & Poor's Financial Services LLC on behalf of The American Bankers Association. This 
data is not intended to create a database and does not serve in any way as a substitute for the CUSIP services. Neither the 
SFPUC nor the Underwriters assume any responsibility for the accuracy of the CUSIP data. 

A portion of the proceeds of the 2016 Series AB Bonds and certain other moneys available for such 
purpose, in an amount sufficient to refund and legally defease the Refunded Bonds, will be deposited in Escrow 
Funds established by the Trustee, acting as escrow agent (the "Escrow Agent"), under an Escrow Agreement, dated 
as of October 1, 2016 (the "Escrow Agreement"), by and between the SFPUC and the Escrow Agent. A portion of 
the funds deposited in the Escrow Funds will be invested in federal securities, the principal of and interest on which, 
when received, will be sufficient, together with other available amounts held in the Escrow Funds, to pay the 
principal of and interest on the Refunded Bonds on their respective payment or redemption dates. Pursuant to the 
Indenture and the irrevocable instructions in the Escrow Agreement, the Refunded Bonds will be paid on their 
respective payment dates or redeemed on their respective redemption dates at a redemption price equal to the 
principal amount of the Refunded Bonds, plus accrued interest to the redemption date, without premium. As a result 
of the deposit and application of funds as provided in the Escrow Agreement, the Refunded Bonds will be defeased 
pursuant to the Indenture as of the date of issuance of the 2016 Series AB Bonds. 
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Sufficiency of the deposits in the Escrow Funds for the purposes described in the previous paragraph will 
be verified by Causey Demgen & Moore P.C., Denver, Colorado. See "VERIFICATION OF MATHEMATICAL 
ACCURACY." 

The SFPUC further anticipates that it will cause Bond Reserve Account letters of credit to be delivered on 
or about , 2016*, which will make approximately $ __ • available to finance capital projects. See 
"SECURITY FOR THE BONDS - Bond Reserve Accounts - Bond Reserve Account Letters of Credit". 

ESTIMATED SOURCES AND USES OF FUNDS 

The proceeds of the 2016 Series AB Bonds are expected to.be applied as follows: 

Sources of Funds 
Par Amount 
Plus Net Original Issue Premium 
Plus Amounts on Deposit With Respect to the Refunded Bonds 

Total Sources 

Uses of Funds 
Deposit to Escrow Funds <1l 
Underwriters' Discount 
Costs oflssuance <2l 

Total Uses 

2016 Sub-Series 
A Bonds 

2016 Sub-Series 
B Bonds 

(!) Represents deposits to the Escrow Funds pursuant to the Twenty-First Supplemental Indenture and the Twenty
Second Supplemental Indenture to refund and defease the Refunded Bonds. See "PLAN OF REFUNDING" 
above. 

(Z) The costs of issuance include amounts for legal fees, Trustee and Escrow Agent fees, municipal advisor fees, 
rating agency fees, printing costs, and other issuance costs relating to the issuance of the 2016 Series AB Bonds. 

SECURITY FOR THE BONDS 

Pledge of Revenues 

General. Under the Indenture, the SFPUC has irrevocably pledged the Revenues of the Water Enterprise 
and all Refundable Credits received by the SFPUC to the punctual payment of principal of, and premium, if any, and 
interest on the Bonds, including the 2016 Series AB Bonds, the Outstanding Bonds described below (see 
"OBLIGATIONS PAYABLE FROM REVENUES - Outstanding Parity Revenue Bonds"), and any Additional 
Series of Bonds. This pledge is subject to the allocation of funds provided in the Indenture, as described below. See 
"-Flow of Funds." 

Pursuant to Section 5451 of the California Government Code, the pledge of, lien on and security interest in 
Revenues and certain other funds granted by the Indenture is valid and binding in accordance with the terms thereof 
from the time of issuance of the 2016 Series AB Bonds without any further action by the SFPUC; the Revenues and 
such other funds shall be immediately subject to such pledge; and such pledge shall constitute a lien and security 
interest which shall immediately attach to such Revenues and other funds and shall 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. 

•Preliminary, subject to change. 
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Limited Obligation. THE SFPUC IS NOT OBLIGATED TO PAY THE PRINCIPAL OF, OR 
PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES AB BONDS EXCEPT FROM REVENUES. THE 
SFPUC HAS NO TAXING POWER. THE GENERAL FUND OF THE CITY IS NOT LIABLE FOR THE 
PAYMENT OF THE PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES AB 
BONDS, AND NEITHER THE CREDIT NOR THE TAXING POWER OF THE CITY IS PLEDGED TO THE 
PAYMENT OF THE PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES AB 
BONDS. THE 2016 SERIES AB 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. 

Water Enterprise. The Indenture defines "Enterprise" (referred to in this Official Statement as the "Water 
Enterprise") as the whole and each and every part of the municipal water supply, storage and distribution system of 
the SFPUC, located partially within and partially outside of the City, including all of the presently existing 
municipal water system of the City and all additions, betterments and extensions to that water system. The Water 
Enterprise is defined to exclude any water supply, storage or distribution facilities under the jurisdiction of the Retch 
Hetchy Water and Power Project ("Hetch Hetchy Water and Power"), which consists of upcountry water supply 
and power generating facilities, including the Power Enterprise, all of which are also under the jurisdiction of the 
SFPUC. See "THE PUBLIC UTILITIES COMMISSION - General" and "-Organization, Purposes and Powers." 

Revenues. The Indenture defines "Revenues" as all gross revenues of the Water Enterprise, including all 
charges received for and all other income and receipts derived by the SFPUC or the City from the operation of the 
Water Enterprise, or arising from the Water Enterprise, including water connection and installation charges .. 

The term "Revenues" also includes all interest, profits or other income derived from the deposit or 
investment of any moneys in any fund or account established under the Indenture (excluding any Rebate Fund and 
any escrow fund pledged for the payment of defeased bonds) or in any fund or account of the Water Enterprise and 
legally available to pay Debt Service on the Bonds, and any other moneys, proceeds and other amounts (excluding, 
without limitation, those listed in (1) through (10) below) that the SFPUC determines should be "Revenues" under 
the Indenture. 

However, the term "Revenues" excludes the following: 

(1) any money received by or for the account of the City or the SFPUC from the levy or collection of 
taxes; 

(2) moneys received from the State of California (the "State") and the United States of America and 
required to be deposited in restricted funds; 

(3) refundable deposits made to establish credit; 

( 4) advances and contributions made to the SFPUC or the City to be applied to construction; 

(5) moneys. required to be paid to the State and the United States of America pursuant to agreements 
with the City or the SFPUC; 

(6) moneys received from insurance proceeds or the sale of or upon the taking by or under the threat 
of eminent domain of all or any part of the Water Enterprise; 

(7) proceeds from Bonds issued by the SFPUC or proceeds from loans obtained by the SFPUC; 

. (8) moneys or securities received by the City or the SFPUC as gifts or grants, the use of which is 
restricted by the donor or granter; 

(9) sewer service fees or charges; and 
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(10) any surcharge imposed by, or upon the direction of any joint powers agency or other governmental 
entity, other than the SFPUC, the City or any dep~rtment or agency of the City, whether or not 
collected by the SFPUC, the City or any department or agency of the City, for the purpose of 
financing improvements to the facilities comprising the Water Enterprise. 

Refundable Credits. The Indenture defines. "Refundable Credits" as (a) with respect to a Series of Bonds 
issued as Build America Bonds under Section 54AA of the Code, the amounts which are payable by the Federal 
government under Section 6431 of the Code, which the SFPUC has elected to receive under Section 54AA(g)(l) of 
the Code, and (b) with respect to a Series of Bonds issued as Build America Bonds under any other provisions of the 
Code that creates, in the determination of the SFPUC, a substantially similar direct-pay subsidy program, the 
amounts which are payable by the Federal government under the applicable provisions of the Code, which the 
SFPUC has elected to receive under the applicable provisions of the Code. Refundable Credits are not included in 
the calculation of Revenues for any purpose under the Indenture. 

Flow of Funds 

Deposits to Revenue Fund and Interest Fund. In accordance with the Charter, but subject to the budget 
and fiscal provisions of the Charter, the entire gross revenue of the Water Enterprise will be deposited into the 
Revenue Fund held by the Treasurer of the City (the "Treasurer"). The Treasurer will hold the amounts in the 
Revenue Fund separate from all other City funds. 

The SFPUC will transfer to the Trustee for deposit into the Interest Fund all Refundable Credits received 
by the SFPUC. . 

Application of Revenue Fund. The Treasurer will pay over to the Trustee all moneys in the Revenue 
Fund, after paying operation and maintenance expenses and making required deposits into pensio~s or other funds 
established with respect to SFPUC employees (as required by the Indenture), to the extent necessary to make the 
following deposits: 

Interest. First, on or before the fifth Business Day preceding each subsequent interest payment 
date, the Treasurer is required to pay to the Trustee for deposit in the Interest Fund an amount equal to the 
sum of the following: 

(1) The amount of interest becoming due and payable on the Outstanding Bonds of such 
Series that are Current Interest Bonds (except for Bonds constituting Variable Rate 
Indebtedness) on such interest payment date (less any amounts on deposit in such fund, 
including, but not limited to, Refundable Credits available to pay such interest, but 
excluding amounts on deposit which are reserved as capitalized interest to pay interest 
during any subsequent period); and 

(2) 110% of the estimated aggregate amount of interest due on such interest payment date on 
the Outstanding Variable Rate Indebtedness. However, the amount required to be 
deposited to the Interest Fund for any period may be reduced by the amount by which the 
deposit in the prior period for interest estimated to accrue on Outstanding Bonds if such 
Series that are Variable Rate Indebtedness exceeded the actual amount of interest accrued 
during that period. Also, the amciunt required to be deposited into the Interest Fund for 
any period will be increased by the amount by which the deposit in the prior period for 
interest estimated to accrue on Outstanding Variable Rate Indebtedness was less than the 
actual amount of interest accruing during that period. Finally, the amount required to be 
deposited into the Interest Fund for any period will be reduced by any Refundable Credits 
on deposit in the Interest Fund and available to pay interest for such period. 

No deposit needs to be made into the Interest Fund if the amount contained _in that fund is at least 
equal to the interest to become due and payable on the next interest payment date upon all Bo_nds that are 
Outstanding (but excluding any moneys on deposit in the Interest Fund from the proceeds of any Series of 
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Bonds or other source and reserved as capitalized interest to pay interest on any interest payment dates 
following said next interest payment date). See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE - Revenues and Funds - Establishment and Maintenance of Funds 
for Revenues; Use and Withdrawal of Revenues~ Interest Fund, Refundable Credits." 

Moneys in the Interest Fund will be used and withdrawn by the Trustee solely to pay the interest 
on the Bonds as it becomes due and payable (including accrued interest on any Bonds purchased or 
redeemed prior to maturity under the Indenture). 

Principal. Second, on or before the fifth Business Day preceding each subsequent principal 
payment date, the Treasurer is required to pay to the Trustee for deposit in the Principal Fund an amount 
equal to the sum of the following: 

(1) the aggregate amount of Bond Obligation of such Series (less any amounts on deposit in 
such fund) becoming due and payable on such principal payment date, plus 

(2) the Minimum Sinking Fund Account Payments required to be made with respect to any 
Term Bonds of such Series on such principal payment date, plus 

(3) if any Letter of Credit Agreement has been entered into on parity with the Bonds, 
sufficient amounts to pay the obligations of the SFPUC under the Letter of Credit 
Agreement due on such principal payment date. 

If the amounts on deposit in the Principal Fund are insufficient to make all deposits required to be 
made with respect to any principal payment date, such amounts will be applied on a Proportionate Basis 
and in such proportion as the Serial Bonds, the Minimum Sinking Fund Payments for Term Bonds, and the 
Letter of Credit Agreement obligations shall bear to each other. See "APPENDIX A - SUMMARY OF 
CERTAIN ·PROVISIONS OF THE INDENTURE - Revenues and Funds - Establishment and 
Maintenance of Funds for Revenues; Use and Withdrawal of Revenues - Principal Fund; Sinking Fund 
Accounts." 

Bond Reserve Fund. Third, in the event of any withdrawal from any Bond Reserve Account, the 
Treasurer is required to pay to the Trustee for deposit in such Bond Reserve Account, on a pari passu basis 
with transfers to any Bond Reserve Account, on or before the fifth Business Day preceding each interest 
payment date following such withdrawal, an amount sufficient to replenish any prior withdrawal from such 
Bond Reserve Account, either in two semi-annual installments for Bond Reserve Accounts established with 
respect to fixed rate Bonds only or in equal installments over a 12-month period for Bond Reserve 
Accounts established with respect to any Variable Rate Bonds, so that the balance.in such Bond Reserve 
Account is equal to the Required Reserve with respect to the applicable Series of Bonds (or such larger 
balance as may be required by any Supplemental Indenture) at the end of such 12-month period. 

If a Bond Reserve Fund Policy satisfies all or a portion of the Required Reserve and a drawing is 
made on the Bond Reserve Fund Policy, on or before the fifth Business Day prior to each interest payment 
date following such drawing, the Treasurer must pay, either in two semi-annual installments for Bond 
Reserve Accounts established with respect to fixed rate Bonds only or in equal installments over a 
12-month period for Bond Reserve Accounts established with respect to any Variable Rate Bonds, an 
amount sufficient to repay the aggregate amount of Policy Costs owing with respect to such drawing by the 
end of such 12-month period to the Reserve Provider (as defined in the Indenture) or to the Trustee (who 
will remit the payment to the Reserve Provider). See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE." 

Funds or a Bond Reserve Fund Policy on deposit in a Bond Reserve Account will be applied 
solely to the payment of the Series of Bonds to which such Bond Reserve Account relates and will not be 
available for payment for any other Series of Bonds. No Bond Reserve Account has been established with 
respect to the 2016 Series AB Bonds. 
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Rate Covenants 

Sufficiency of Revenues. The SFPUC has covenanted in the Indenture that it will, at all times while any of 
the Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees and charges in connection with the 
water, services and facilities furnished by the Water Enterprise so as to yield Revenues at least sufficient, after 
making reasonable allowances for contingencies and errors in the estimates, to pay the following amounts: 

(1) the interest on and principal of the Bonds as they become due and payable (but not including any 
interest moneys for the payment of which have been deposited in the Interest Fund from the 
proceeds of any Series of Bonds or from any other source); 

(2) all other payments required for compliance with the terms of the Indenture and of any 
Supplemental Indenture providing for the issuance of Additional Series of Bonds pursuant to the 
Indenture; 

(3) all other payments to meet any other obligations of the SFPUC which are charges, liens or 
· encumbrances upon, or payable from, the Revenues; and 

(4) all current Operation and Maintenance Costs of the Enterprise (but not including such Operation 
and Maintenance Costs· of the Enterprise as are schedµled to be paid by the SFPUC from moneys 
other than Revenues, such money to be clearly available for such purpose). 

Debt Service Coverage. In addition to the requirements set forth above, the Indenture provides that the 
SFPUC will, at all times while any of the Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees 
and charges in connection with the water, services and facilities furnished by the Water Enterprise so as to yield Net 
Revenues for the twelve months following the date of calculation, which (together with any fund balances of the 
SFPUC or the Water Enterprise legally available for payment of Debt Service and not budgeted to be expended 
during such twelve months but excluding the Bond Reserve Fund and Rebate Fund) are equal to at least 1.25 times 
Annual Debt Service for such twelve-month period, but from such Annual Debt Service excluding any funded 
interest. 

For the purpose of calculating Maximum Annual Debt Service, Annual Debt Service, Debt Service, and 
Average Annual Debt Service, in determining the amount of interest coming due during any twelve-month period 
ending June 30 on any Series of Bonds that were issued as Build America Bonds, such amount will be reduced by an 
amount equal to the Refundable Credits the SFPUC is scheduled to receive during each such twelve-month period 
ending June 30. If the amount of Refundable· Credits received by the SFPUC for any Series of Bonds that were 
issued as Build America Bonds is reduced or not received during any twelve-month period ending June 30, SFPUC 
will calculate the amount of interest coming due for the subsequent twelve-month period ending June 30 without 
deducting an amount equal to the Refundable Credits for the purpose of calculating Annual Debt, Annual Debt 
Service, Debt Service and Average Annual Debt Service until the receipt of such Refundable Credits resumes and 
all prior deficiencies are cured. 

Net Revenues and Operation and Maintenance Costs. "Net Revenues" and "Operation and Maintenance 
Costs of the Enterprise" are defined as follows: 

The term "Net Revenues" is defined in the Indenture as: 

• all of the Revenues (but not including interest on investment of funds required to be. deposited in said · 
funds or investment earnings required to be deposited in the Improvement Fund) less 

• all Operation and Maintenance Costs of the Enterprise (but not including such Operation and 
Maintenance Costs of the Enterprise as are scheduled to be paid by the SFPUC from moneys other 
than Revenues, such moneys to be clearly available for such purpose). 
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The Indenture defines the term "Operation and Maintenance Costs of the Enterprise" as the reasonable 
and necessary costs of operating and maintaining the Water Enterprise, calculated on sound accounting principles, 
including (among other things) salaries and wages, fees for services, costs of materials, supplies and fuel, reasonable 
expenses of management, legal fees, accounting fees, repairs and other expenses necessary to maintain and preserve 
the Water Enterprise in good repair and working order, and reasonable amounts for administration, overhead, 
insurance, taxes (if any), other similar costs, and 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 SFPUC. 

"Operation and Maintenance Costs of the Enterprise" exclude in all cases the following: 

(1) depreciation and obsolescence charges or reserves therefor, 

(2) amortization of intangibles or other bookkeeping entries of a similar nature, 

(3) costs of capital additions, replacements, betterments, extensions or improvements to the Water 
Enterprise, which under generally accepted accounting principles are chargeable to a capital 
account or to a reserve for depreciation, and 

( 4) charges for the payment of principal and interest on any general obligation bonds, revenue bonds 
or other indebtedness heretofore or hereafter issued for Water Enterprise purposes. 

See "APPENDIX A- SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE -Definitions." 

Bond Reserve Accounts 

No Bond Reserve Account for the 2016 Series AB Bonds. The Indenture establishes the Bond Reserve 
Fund and requires the establishment of a bond reserve account (each, a "Bond Reserve Account") within the Bond 
Reserve Fund for each Series of Bonds issued under the Indenture, and requires the deposit in each Bond Reserve 
Account of an amount equal to the Required Reserve for the related Series of Bonds. Each Bond Reserve Account 
is available only for the payment of debt service on the Series of Bonds for which such Bond Reserve Account was 
established. For any Additional Series of Bonds, the Required Reserve will be the amount, if any, required to be 
deposited into the Bond Reserve Account for such Additional Series of Bonds as set forth in the Supplemental 
Indenture pursuant to which such Additional Series of Bonds is issued. See "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE- Definitions - Required Reserve." 

Pursuant to the Indenture, the Required Reserve for any Series of Bonds may be funded through a Bond 
Reserve Fund Policy, which is a policy of insurance or surety bond issued by a Municipal Bond Insurer, or a letter of 
credit issued by a Qualified Bank. 

However, pursuant to the Twenty-First Supplemental Indenture · and the Twenty-Second 
Supplemental Indenture, no Bond Reserve Account has been established for the 2016 Sub-Series A Bonds or 
2016 Sub-Series B Bonds, respectively. The Bond Reserve Accounts established with respect to other Series 
of Bonds do not secure, and will not be available for, the 2016 Series AB Bonds. 

Uses of Bond Reserve Accounts. The Trustee will use and withdraw moneys in a Bond Reserve Account 
solely to pay the principal of, sinking fund account payments and interest on the related Series of Bonds if no other 
moneys are available for these purposes, or to pay or redeem all of the Bonds of such Series then Outstanding. Each 
such Bond Reserve Account will be applied solely to the payment of debt service on the Series of Bonds for which 
such Bond Reserve Account was established and will not be available for the payment of any other Series of Bonds. 

So long as the SFPUC is not in default under the Indenture, and in each Bond Reserve Account there is a 
balance equal to the Required Resei-Ve for the related Series of Bonds, the Trustee will withdraw any amount in a 
Bond Reserve Account in excess of the related Required Reserve semiannually, on May 1 and November 1 of each 
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year, and transfer that excess amount to the Treasurer for deposit in the Revenue Fund or, during the period of 
construction of the Project (as such term is defined in the Indenture) or any portion thereof, the Improvement Fund . 

. Existing Bond Reserve Account Surety Bonds. The applicable Required Reserve relating to the 2006 
Refunding Series B Bonds and the 2006 Refunding Series C Bonds, are each satisfied by surety bonds issued by 
Syncora Guarantee (formerly known as XL Capital Assurance Inc.) ("Syncora"). The Indenture does not require 
that the rating of any surety bond held in a Bond Reserve Account be maintained after the date of deposit and the 
ratings of Syncora have been reduced or withdrawn subsequent to the deposit of such surety bonds. In the event of a 
financial failure of a surety bond provider, the SFPUC may elect to fund a cash reserve in place of the affected 
surety bond or bonds. Neither of the surety bonds are available to pay principal of, or premium, if any, or 
interest on the 2016 Series AB Bonds. 

Bond Reserve Account Letters of Credit. The SFPUC anticipates that it will cause to be issued and 
delivered by MUFG Union Bank, N.A. (the "MUFG Union Bank"), a Qualified Bank, on or about , 
2016*, Letters of Credit constituting Bond Reserve Fund Policies (the "Bond Reserve Account Letters of Credit") 
to fund the respective Required Reserves for its Water Revenue Bonds, 2010 Series D, 2011 Series A, 2011 
Series B, 2011 Series C, 2011 Series D, 2012 Series A, 2012 Series B, 2012 Series C and 2012 Series (the "Secured 
Series of Bonds"). The SFPUC and MUFG Union Bank will enter into a credit agreement (a "Credit Agreement") 
with respect to each Bond Reserve Account Letter of Credit. The delivery of the Bond Reserve Account Letters of 
Credit will allow the release of approximately $ • in aggregate principal amount from the Bond Reserve 
Accounts. Released amounts will be used by the SFPUC to finance capital costs. 

The Bond Reserve Account Letters of Credit will not secure the 2016 Series AB Bonds. 

The Bond Reserve Account Letters of Credit will have a stated term of approximately six years and will be 
subject to earlier termination upon the occurrence of certain events. The SFPUC anticipates that the Secured Series 
of Bonds will be refunded prior to the termination of the Bond Reserve Account Letters of Credit with Bonds for 
which no Bond Reserve Account will be required to be funded .. Were a Secured Series of Bonds to remain 
Outstanding upon the termination of the related Bond Reserve Account Letter of Credit and the SFPUC were unable 
to deliver either a replacement Bond Reserve Fund Policy or cash in the amount of the Required Reserve, the related 
Bond Reserve Account would be funded with a draw on the related Bond Reserve Account Letter of Credit and the 
SFPUC would be obligated pursuant to the related Credit Agreement to reimburse MUFG Union Bank for the 
amount of such draw. The SFPUC's reimbursement obligation would be payable on a basis subordinate to the 
payment of principal and interest on the Bonds. · 

Additional Series ofBonds 

Additional Series of Bonds Test in the Indenture. The Indenture provides that Additional Series of Bonds 
secured by Revenues on parity with the Outstanding Bonds and the 2016 Series AB Bonds may be issued if certain 
conditions are met, including the SFPBC's delivery to the Trustee of the following documents (among others): 

(1) A certificate of the SFPUC setting forth the following: 

(a) Net Revenues for any period of twelve consecutive calendar months out of the eighteen 
calendar months next preceding the authentication and delivery· of the Additional Series 
of Bonds, and 

(b) the Debt Service for such 12-month period, and demonstrating that for such 12-month 
period Net Revenues equaled at least 1.25 times the Debt Service. 

•Preliminary, subject to change. 
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(2) If any portion of the proceeds of such Additional Series of Bonds is to be used to finance 
construction, a certificate of the Consulting Engineers setting forth: 

(a) the estimated date of completion for the portion of the Project for which such Additional 
Series of Bonds is being issued and for any other uncompleted portion of the Project, and 

(b) an estimate of the cost of construction of such portion of the Project and of any other 
uncompleted portion of the Project. 

(3) A written report of a Qualified Independent Consultant setting forth estimates for each of the next 
three Fiscal Years of: 

(a) Revenues, 

(b) Operation and Maintenance Costs of the Enterprise, and 

(c) Net Revenues. 

If any portion of the proceeds of such Additional Series of Bonds is to be used to finance construction, the 
estimate will be made for the three Fiscal Years following the Fiscal Year in which the Consulting Engineers 
estimate such portion of the Project will be completed. 

· (4) A certificate of the SFPUC setting forth the following: 

(a) the estimates· of Net Revenues provided by the Qualified Independent Consultant 
pursuant to paragraph (3) above for each of such three Fiscal Years, and 

(b) the Annual Debt Service for such three Fiscal Years (including estimated Annual Debt 
Service for future Additional Series of Bonds, if any), that will be required to complete 
payment of any uncompleted portion of the Project (based on the estimate of the 
Consulting Engineers), which certificate demonstrates that the estimated Net Revenues in 
each of such three Fiscal Years is at least equal to 1.25 times the Annual Debt Service for 
the corresponding Fiscal Year. 

Such certificate may anticipate projected rates not yet enacted and may include with Revenues for 
any 12-month period any fund balances of the SFPUC or the Water Enterprise legally available for 
payment of Debt Service and not budgeted to be expended during such twelve months but 
excluding the Bond Reserve Fund and Rebate Fund. 

All certificates and written reports will be based upon the actual interest rate or rates determined at the time 
the Additional Series of Bonds are sold. 

Issuance of Additional Series of Bonds with Consent of Bond Owners and Credit Provider. The 
Indenture also provides that Additional Series of Bonds may be issued without compliance with any of the 
requirements described above with the written consent of Owners of a majority of the aggregate Bond Obligations of 
Bonds Outstanding and any Credit Provider, if applicable. See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE." Any Additional Series of Bonds issued under this provision would, 
however, be subject to the requirements for issuing revenue bonds under the Charter. See "OBLIGATIONS 
PAY ABLE FROM REVENUES - Authority for Issuance of Revenue Bonds and Other Obligations Payable from 
Revenues." 
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Refunding Bonds 

Indenture Requirements. The Indenture provides that Additional Series of Bonds may be issued to refund 
any Bonds, including the 2016 Series AB Bonds, without meeting the test for the issuance of Additional Series of 
Bonds described above, if the SFPUC delivers to the Trustee (among other documents) a certificate of an 
Independent Certified Public Accountant to the effect that the Average Annual Debt Service for the Additional 
Series of Bonds will be equal to or less than the Average Annual Debt Service on the Bonds to be refunded. 

City Charter Requirements. The Charter allows refunding bonds to be issued without voter approval if 
such refurtding results in net debt service savings on a present value basis, calculated as provided by ordinance. 

Ordinance No. 112-16 Requirements. Ordinance No. 112-16 authorizes refunding bonds to be issued by 
the Commission without limitation as to principal amount, provided that such refunding bonds are permitted under 
the applicable policies and procedures of the City and authorized by either Section 9.109 of the Charter or 
Proposition E (as described herein). · 

O.ther Parity Obligations; Subordinate Obligations; Obligations Not Payable from Revenues 

The Indenture permits the SFPUC to incur obligations payable from Revenues and Refundable Credits on a 
parity with the payment of principal of and interest on the Bonds upon satisfaction of the requirements set forth in 
the Indenture. See "SECURITY FOR THE BONDS - Additional Series ofBonds." 

The Indenture permits the SFPUC to authorize and issue 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 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 
Debt and Commercial Paper" and "OBLIGATIONS PAY ABLE FROM REVENUES - State and Federal Loans". 

Investments 

The Indenture provides that moneys in all funds and accounts held by the Trustee under the Indenture shall 
be invested upon receipt in time or demand deposits (incluc:iing certificates of deposit) in any bank or trust company 
(including the Trustee) authorized to accept deposits of public funds, and may be invested in Permitted Investments 
as directed by the SFPUC, and all accounts funds and accounts held by the Treasurer shall be invested in Legal 
Investments. "Legal Investments" means any bonds, notes, certificates of indebtedness, bills, acceptances. or other 
securities in which the Tr.easurer may legally invest the SFPUC's funds. For information regarding the investment 
ofmoneys·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 Obligations Payable from Revenues 

City Charter. The Charter authorizes the SFPUC to issue revenue bonds and commercial paper notes and 
to incur other obligations payable from or secured by a pledge of Revenues. The Charter requires voter approval of 
revenue bonds issued .by the SFPUC unless a specific exception to the voter approval requirement applies. See "
Reconstruction or Replacement of Existing Facilities; Refunding Bonds." 

Proposition A. On November 5, 2002, voters of the City approved Proposition A ("Proposition A"), 
specifically authorizing the. issuance of up to $1.628 billion of revenue bonds for the purpose of funding the· 
SFPUC's Water Enterprise capital improvement program. The SFPUC has previously issued $1.348 billion 
aggregate principal amount of Bonds. 

Proposition E. Section 8B.124 of the Charter, enacte~ by voters of the City on November 5, 2002 as 
Proposition E ("Proposition E"), authorizes the SFPUC to issue revenue bonds, including notes, commercial paper 
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or other forms of indebtedness, when authorized by ordinance approved by two-thirds vote of the Board of 
Supervisors, for purposes of reconstructing, replacing, expanding, repairing or improving water facilities or clean 
water facilities or combinations of water and clean water facilities under the jurisdiction of the SFPUC. 

Proposition E also authorizes the Board of Supervisors to take any and all actions necessary to authorize, 
issue and repay such revenue bonds, including, but not limited to, modifying schedules of rates and charges to 
provide for the payment and retirement of such revenue bonds. Issuance of such revenue bonds is subject to the 
following additional conditions set forth in Proposition E: 

(a) Certification by an independent engineer retained by the SFPUC that: 

(1) the projects to be financed by the revenue bonds, including the prioritization, cost estimates 
and scheduling, meet utility standards; and 

(2) estimated net revenue after payment of operating and maintenance expenses will be sufficient 
to meet debt service coverage and other indenture or resolution requirements, including debt service on the 
revenue bonds to be issued, and estimated repair and replacement costs. 

(b) Certification by the San Francisco Planning Department that facilities under the jurisdiction of the 
SFPUC funded with such bonds will comply with applicable requirements of the California Environmental Quality 
Act. 

Any ordinance approving bonds adopted pursuant to Proposition E will become effective thirty days after 
its adoption unless it is opposed through the referendum process. Opposition may be made by filing with the Board 
of Supervisors a petition protesting the passage of that ordinance. Such petition must be signed by voters in a 
number equal to at least 10% of the votes cast for all candidates for Mayor in the last preceding general municipal 
election for Mayor. If a referendum passes, the ordinance is suspended from becoming effective. The Board of 
Supervisors may reconsider the ordinance. If it is not entirely repealed, the Bo~rd of Supervisors is required to 
submit the ordinance to voters at the next general municipal or statewide election or at a special municipal election 
and it will not become effective until approved by voters at such an election. 

Reconstruction or Replacement of Existing Facilities. Section 9.107(6) of the Charter provides that no 
voter approval is required for bonds 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 SFPUC when authorized by resolution adopted by a three-fourths affirmative vote of all members of the Board 
of Supervisors. 

Refunding Bonds. Section 9 .109 of the Charter authorizes the Board of Supervisors to provide for the 
issuance of bonds for the purpose of refunding revenue bonds without voter approval if the issuance and sale of such 
refunding bonds are expected to result in net debt service savings on a present value basis, calculated as provided by 
ordinance. 

The 2016 Series AB Bonds are being issued under Section 9.109 of the City Charter and pursuant to 
Ordinance No. 112-16, adopted by the Board of Supervisors on June 14, 2016. Ordinance No. 112-16 authorizes 
and approves the issuance by the Commission of refunding bonds and other forms of indebtedness, without . 
limitation as to principal amount, provided that each such refunding bonds are permitted under the applicable 
policies and procedures of the City and authorized by either Section 9.109 of the Charter or Proposition E. Such 
refunding bonds are also subject to the following conditions: (i) three percent (3%) net present value debt service· 
savings or greater is achieved to ensure ratepayer savings; (ii) the authorization is subject to a two-year term through 
June 30, 2018, at which time the Board of Supervisors may consider an extension; principal payments and term may 
be adjusted, where permitted under federal and state tax law, only if and when the underlying capital asset funded 
through said refunded bonds has a useful life not in excess of any limit permitted under federal and state tax law 
than the refunded term; and (iii) the Commission will within 30 days of any executed refunding transaction provide 
a savings report prepared by its financial advisors to the Board of Supervisors, together with a copy of the final 
official statement with respect to such series of refunding bonds. 
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Outstanding Parity Revenue Bonds 

All Bonds in the table below (the "Outstanding Bonds") have been issued pursuant to the Indenture and 
secured by a pledge of Revenues on parity with the 2016 Series AB Bonds. 

Series of Bonds 
Water Revenue Bonds, 

1991 Series A 
Water Revenue Bonds, 

2006 Refunding Series B<2l 
Water Revenue Bonds, 

2006 Refunding Series c<2l 
Water Revenue Bonds, 

.2009 Series A<2l 
Water Revenue Bonds, 

2009 Series B<2l 
Water Revenue Bonds, 

2010 Series ABC<2H3l<4l 
Water Revenue Bonds, 

2010 Series DE<3l 
Water Revenue Bonds, 

2010 Series FG<2l <3l 
Water Revenue Bonds, 

2011 Series ABCD 

Water Revenue Bonds, 
2012 Series ABC 

Water Revenue Bonds, 
2012 Series D (Refunding) 

Water Revenue Bonds, 
2015 Series A (Refunding) 

Total 

Purpose 
Repair and replacement of water 

facilities 
Refund previously outstanding Bonds of 

the SFPUC 
Refund previously outstanding Bonds of 

the SFPUC 
Water system improvements under 

Proposition A 
Water system improvements under 

Proposition A 
Water system improvements under 

Proposition E 
Water system improvements under 

Proposition E 
Water system improvements under 

Proposition E 
Water system improvements under 

Proposition E and refund previously 
outstanding Bonds of the SFPUC 

Water system improvements under 
Proposition E and refund previously 
outstanding Bonds of the SFPUC 

Refund previously outstanding Bonds of 
the SFPUC 

Refund previously outstanding Bonds of 
the SFPUC 

(l) Issued as capital appreciation bonds .. Represents full accreted value at rnaturity. 

Principal Amount Outstanding 
as of September 1, 2016 

$ 7,100,000(1) 

78,635,000 

24,630,000 

324,780,000 

364,655,000 

459,685,000 

430,305,000 

529,135,000 

708,545,000 

701,880,000 

24,040,000 

429,600,000. 

$ 4,082,990,000 

<2l All or a portion .of the 2006 Refunding Series B Bonds, all or a portion of the 2006 Refunding Series C Bonds, all or a 
portion of the 2009 Series A Bonds, all or a portiori of the 2009 Series B Bonds, all or a portion of the 2010 Sub-Series A 
Bonds, and all or a portion of the 20·10 Sub-Series F Bonds are expected to be refunded by the 2016 Series As Bonds. See 
"PLAN OF REFUNDING." . 

(3) The 2010 Sub-Series B, Sub-Series E, and Sub-Series G Bonds were issued as Build America Bonds. 
<4l The 2010 Sub-Series C Bonds are no longer outstanding. 

Subordinate Debt and Commercial Paper 

Commercial Paper Program. The SFPUC has established a commercial paper program to fund 
construction costs relating to capital projects. See "FINANCING OF CAPITAL IMPROVEMENTS." 

Commercial paper notes ("Commercial Paper Notes") have been authorized to be issued for the Water 
Enterprise in an aggregate principal amount not to exceed $500 million. The Commercial Paper Notes are secured 
and payable from Revenues on a basis subordinate to the payment of debt service on the Bonds. 

The Commercial Paper Notes are secured by a $200 million letter of credit from The Royal Bank of 
Canada, which expires on June 30, 2017, a $100 million liquidity facility from U.S. Bank National Association, 
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which expires on June 30, 2017; and a $200 million liquidity facility from The Bank of Tokyo-Mitsubishi UFJ, Ltd., 
which expires on June 29, 2018. 

As of September 1, 2016, the SFPUC had $236 million principal amount of Commercial Paper Notes 
outstanding. The Commercial Paper Notes currently outstanding are expected to be refunded by the 2016 Series C 
Bonds. 

State and Federal Loans 

The Water Enterprise has no outstanding loan obligations payable to the United States of America or the 
State from Revenues. The SFPUC expects, however, to enter into an Installment Sale Agreement and Grant (the 
"CWSRF Agreement") with the State Water Resources Control Board ("SWRCB") in November 2016 to finance a 
portion of the cost of the SFPUC's San Francisco Westside Recycled Water Project (the "Westside Recycled 
Water Project"), a recycled water project expected to satisfy the drought mitigation financing criteria and 
Proposition 1 grant guidelines of the SWRCB 's Water Recycling Funding Program. See "CAPITAL 
IMPROVEMENT PROGRAM - Non-WSIP." The CWSRF Agreement will be entered into pursuant to the 
SWRCB's Clean Water State Revolving Fund Loan Program. 

The CWSRF Agreement is expected to provide for a $15 million grant and a $171 million loan (the 
"CWSRF Loan"). The CWSRF Loan is expected to be a thirty year, level amortizing fixed interest rate loan 
bearing interest at a rate of 1 % per annum. The SFPUC's obligation to repay the CWSRF Loan will be payable 
from and secured by a pledge of the Revenues of the Water Enterprise on a parity with the pledge and lien of the 
Indenture securing payment of principal of and interest on the Bonds. 

Contingent Payment Obligations 

The Water Enterprise has no interest rate swaps, caps or hedges or other contingent payment obligations 
payable from Revenues. The Water Enterprise may in the future, however, incur contingent payment obligations 
payable from Revenues. Such contingent payment obligations may be payable on parity with the 2016 Series AB 
Bonds if the conditions for the issuance of parity debt under the Indenture are met. See "SECURITY FOR THE 
BONDS -Additional Series of Bonds." 

Other Subordinate Obligations Payable from Revenues 

The SFPUC completed the construction of a new, 13-story office building at 525 Golden Gate Avenue in 
San Francisco to house the administrative offices of the SFPUC's three utility enterprises and moved into the 
building in July 2012. Total project costs were approximately $202 million and were financed with land sale 
proceeds, fund balances, grants and the proceeds of certificates of participation (the "2009 Golden Gate COPs"), 
representing interests in a City General Fund lease, executed and delivered in two series (one of which constitutes 
Build America Bonds) on October 7, 2009 in the aggregate principal amount of $167,670,000. Pursuant to a 
Memorandum of Understanding between the City and the SFPUC, the SFPUC will reimburse the City General Fund 
for all debt service in connection with this City financing (net of Refundable Credits received). The SFPUC 
allocates such payment obligations internally among its three utility enterprises based on percentage usage. The 
Water Enterprise has been allocated 71.4 % of such obligations, payable from Revenues on a basis subordinate to the 
payment of principal of and interest on the Bonds and any parity State or federal loans. 

Revenue Bond Oversight Committee 

On November 5, 2002, the voters of the City .adopted Proposition P, an ordinance that established the 
Public Utilities Revenue Bond Oversight Committee ("RBOC") to report publicly to the Mayor, the SFPUC and the 
Board of Supervisors regarding the expenditure of revenue bond proceeds on the.repair, replacement, upgrading and 
expansion of the Water Enterprise, the Wastewater Enterprise and the Power Enterprise (each as defined herein). 

The RBOC has seven members appointed as follows: two by the Mayor, two by the Board of Supervisors, 
one by the City Controller, one by the Bay Area Water Users Association ("BAWUA") under the auspices of the 
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Bay Area Water Supply and Conservation Agency ("BA WSCA"). The seventh member is the City's Budget 
Analyst or his or her representative. The work of the RBOC is funded by 1/20th of 1% of the gross bond proceeds 
of new money revenue bond issuances or sales to the extent permitted by law. 

The RBOC's current term expires on January 1, 2019. 

The RBOC may, by majority vote of all its members, prohibit the issuance or sale of authorized SFPUC 
revenue bonds which have yet to be issued or sold if, after reviewing materials provided by the SFPUC and 
conducting its own independent audit, and after consultation with the City Attorney, the RBOC determines that 
revenue bond proceeds have been or are being spent on purposes not authorized by the authorizing bond resolution 
or otherwise in a manner amounting to an illegal expenditure or illegal waste of such revenue bond proceeds. The 
SFPUC may appeal such a decision to the Board of Supervisors within thirty days. The Board of Supervisors may 
overturn such a decision by the RBOC by a two-thirds vote of all members of the Board of Supervisors with 
evidence from the SFPUC of corrective measures satisfactory to the Board or may remand the decision to the RBOC 
for further consideration. 

(Remainder of Page Intentionally Left Blank) 
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Debt Service Requirements 

Set forth in the following table are debt service requirements on the Outstanding Bonds, the 2016 Series 
AB Bonds, and the 2016 Series C Bonds. 

Fiscal Year 
(ending June 30) 

2017 
2018 
2019 
2020 
2021 
2022· 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2o'32 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 
2.042 
2043 
2044 
2045 
2046 
2047 
2048 
2049 
2050 
2051 

DEBT SERVICE REQUIREMENTS ON OUTSTANDING BONDS 

Outstanding 
Bondsc° C2J C3J 

2016 Sub-Series 
A Principal 

2016 Sub-Series 2016 Sub-Series 
A Interest B Principal 

(l) Includes the Outstanding Bonds. See "PLAN OF REFUNDING." 
(Z) Net of capitalized interest payments. 

2016 Sub-Series 
B Interest 

<3l Calculation of interest due on Bonds shown without an offset for Refundable Credits. 
(4) Expected to be issued on or about_._, 2016. 
(5) Totals may not add due to independent rounding. 
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THE CITY AND COUNTY OF SAN FRANCISCO 

THE FOLLOWING INFORMATION IS PROVIDED FOR CONVENIENCE ONLY. THE GENERAL 
FUND OF THE CITY IS NOT LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, 
OR INTEREST ON THE 2016 SERIES AB 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 2016 SERIES AB BONDS. THE 2016 SERIES AB BONDS ARE NOT SECURED BY A 
LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE, LIEN, OR ENCUMBRANCE UPON, ANY OF THE 
PROPERTY OF THE CITY. 

The City is the economic and cultural center of the Bay Area and northern California. The limits of the 
City encompass over 93 square miles, of which 49 square miles are land, with the balance consisting of tidelands 
and a portion of the San Francisco Bay (the "Bay"). The City is located at the northern tip of the San Francisco 
Peninsula, bounded by the Pacific Ocean to the west, the Bay and the San Francisco-Oakland Bay Bridge to the east, 
the entrance to the Bay and the Golden Gate Bridge to the north, and San Mateo County to the south. Silicon Valley 
is about a 40-minute drive to the south, and the wine country is about an hour's drive to the north. The City's 
population in 2014 was 852,469 according to the United States Census Bureau. 

The San Francisco Bay Area consists of the nine counties contiguous to the Bay: Alameda, Contra Costa, 
Marin, Napa, San Francisco, San Mateo, Santa Clara, Solano and Sonoma Counties (collectively, the "Bay Area"). 
The economy of the Bay Area includes a wide range of industries, supplying local needs as well as the needs of 
national and international markets. Major business sectors. in the Bay Area include retail, entertainment and the arts, 
conventions and tourism, service businesses, banking, professional and financial services, corporate headquarters, 
international and wholesale trade, multimedia and advertising, biotechnology and higher education. · 

The City is a major convention and tourist destination. According to the San Francisco Travel Association, 
a nonprofit membership organization, during the calendar year 2014, approximately 18.01 million people visited the 
City and spent an estimated $10.67 billion during their stay. The City is also a leading center for financial activity in 
the State and is the headquarters of the Twelfth Federal Reserve District, the Eleventh District Federal Home Loan 
Bank, and the San Francisco Regional Office of Thrift Supervision. 

The City benefits from a highly skilled, educated and professional labor force. The City's per-capita 
personal income of the City for fiscal year 2014-15 was an estimated $75,930 according to the City's comprehensive 
annual financial report ("CAFR"). The San Francisco Unified School District operates 16 transitional kindergarten 
schools, 72 elementary and K-8 school sites, 12 middle schools, 18 senior high schools (including two continuation 
schools and an independent study school), and 46 State-funded preschool sites, and sponsors 13 independent charter 
schools. Higher education institutions located in the City include the University of San Francisco, California State 
University - San Francisco, University of California- San Francisco (a medical school and health science campus), 
the University of California Hastings College of the Law, the University of the Pacific's School of Dentistry, Golden 
Gate University, City College of San Francisco (a public community college), the Art Institute of California - San 
Francisco, the San Francisco Conservatory of Music, the California Culinary Academy and the Academy of Art 
University. · 

San Francisco International Airport ("SFO"), located 14 miles south of downtown San Francisco in an 
unincorporated area of San Mateo County and owned and operated by the City, is the principal commercial service 
airport for the Bay Area and one of the nation's principal gateways for Pacific traffic. In fiscal year 2014-15, SFO 
serviced approximately 48.2 million passengers and handled 441,797 metric tons of cargo. The City is also served 
by the Bay Area Rapid Transit District ("BART") (electric rail commuter service linking the City with the East Bay 
and the San Francisco Peninsula, including SFO), Caltrain (a conventional commuter rail line linking the City with 
the San Francisco Peninsula), and bus and ferry services between the City and residential areas to the north, east and 
south of the City. San Francisco Municipal Railway ("Muni"), operated by the San Francisco Municipal 
Transportation Agency (the "SFMTA"), provides bus and streetcar service within the City. The Port of San 
Francis90 (the "Port"), which administers 7 .5 miles of Bay waterfront held in "public trust" by the Port on behalf of 
the people of the State, promotes a balance of maritime-related commerce; fishing, recreational, industrial and 
commercial activities and natural resource protection. 
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The City is governed by a Board of Supervisors elected from eleven districts to serve four-year terms, and a 
Mayor who serves as chief executive officer, elected citywide to a four-year term. Edwin M. Lee is the 43rd and 
current Mayor of the City, having been elected to his current term by the voters of the City on November 3, 2015. 
The City's adopted budget for fiscal years 2015-16 and 2016-17 totals $8.94 billion and $8.99 billion, respectively. 
The City's General Fund portion of each year's adopted budget is $4.59 billion in fiscal year 2015-16 and 
$4.68 billion in fiscal year 2016-17, with the balance being allocated to all other funds, including enterprise fund 
departments, such as the SFMTA, SFO, the Port and the SFPUC. The City's CAFR estimates that the City 
employed approximately 30,156 full-time-equivalent employees at the end of fiscal year 2014-15. According to the 
Controller of the City, the fiscal year 2015-16 total net assessed valuation of taxable property in the City is 
approximately $194.4 billion. 

THE PUBLIC UTILITIES COMMISSION 

General 

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 Power Enterprise (which is a 
component of Retch Retchy Water and Power). The SFPUC's enterprises are operated and managed as separate 
financial entities with separate enterprise funds. 

• The Water Enterprise provides drinking water to Retail Customers in the City, to certain Retail 
Customers outside the City and to Wholesale Customers in three other Bay Area counties. 

• The Wastewater Enterprise provides wastewater and stormwater collection, treatment and disposal 
services for the City (the "Wastewater Enterprise"). 

• Retch Retchy Water and Power operates dams (including O'Shaughnessy Dam), reservoirs (including 
Retch Retchy Reservoir), hydroelectric generation and transmission facilities and water transmission 
facilities from Retch Retchy Valley to the connection with the Water Enterprise (collectively, the 
"Hetch Hetchy Project"). In addition, Retch Retchy Water and Power provides hydroelectric, solar 
and other power for municipal and public infrastructure, services and facilities (the "Power 
Enterprise"). 

The revenues of the Wastewater Enterprise and the Power Enterprise are not available for payment of the 
principal of, premium, if any, or interest on.the Bonds. See "SECURITY FOR THE BONDS- Pledge of Revenues." 

Organization, Purposes and Powers 

Water Enterprise. The SFPUC serves as the retail water supplier for the City and is responsible for water 
deliveries to residents and institutions within the City limits, as well as to a number of retail accounts outside of the 
City limits. In addition, the SFPUC sells water to 27 Wholesale Customer entities in San Mateo, Alameda and Santa 
Clara Counties under the WSA and related individual contractual agreements. Approximately 67% of the SFPUC's 
water supply is delivered to the Wholesale Customers and approximately 33% of the SFPUC's remaining water 
supply is delivered to Retail Customers. See "THE WATER ENTERPRISE." 

Wastewater Enterprise. The Wastewater Enterprise's collection and treatm.ent system consists of a 
combined sewer collection system conveying sewage (sanitary and stormwater flows) within the City to three water 
pollution control plants, also located within the City. Treated effluent flows are then discharged through deep-water 
outfalls into San Francisco Bay and the Pacific Ocean. The Wastewater Enterprise also currently provides sewage 
treatment service on Treasure Island pursuant to contract, and operates an onsite sewage and stormwater reclamation 
and treatment facility at the SFPUC headquarters at 525 Golden Gate A venue. 

The revenues of the Wastewater Enterprise are not "Revenues" under the Indenture and do not secure the 
payment of the principal of, premium, if any, or interest on the Bonds. See "SECURITY FOR THE BONDS -
Pledge of Revenues. " 
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Hetch Hetchy- Water and Power Operations. Retch Retchy Water and Power operates the Retch Retchy 
Project, which provides water for distribution through the Water Enterprise and hydroelectric power to the Power 
Enterprise. The Power Enterprise, which is a component of the Retch Retchy Project, was created in February 2005 
as a separate system within Retch Retchy Water and Power. The Power Enterprise focuses on providing adequate 
and reliable supplies of electric power to meet the municipal requirements of the City, including power to operate 
municipal streetcars and electric buses, street and traffic lights, municipal buildings and other City facilities, 
including San Francisco International Airport. Additionally, the Power Enterprise provides power to the Modesto 
and Turlock Irrigation Districts (collectively, the "Districts"), located in the central valley of California, and to other 
commercial customers consistent with prescribed contractual obligations and federal law. 

The revenues of the Power Enterprise are not "Revenues" under the Indenture and do not secure the 
payment of the principal of, premium, if any, or interest on the Bonds. See "SECURITY FOR THE BONDS -
Pledge of Revenues. " 

Commission Members 

Under the Charter, the SFPUC is given exclusive charge of the operation and management of all water, 
wastewater and municipal customers' energy supplies and utilities of the City as well as the real, personal and 
financial assets under the SFPUC's jurisdiction. The SFPUC is governed by the Commission. 

In June 2008, an initiative measure amended the Charter, changing the process for Commission 
appointments, and establishing qualifications for commissioners, as follows: 

• The Commission consists of five members appointed by the Mayor, subject to confirmation by a 
majority of the Board of Supervisors. · 

• Seat 1 is designated for a member with experience in environmental policy and an understanding of 
environmental justice issues. 

• Seat 2 is designated for a member with experience in ratepayer or consumer advocacy. 

• Seat 3 is designated for a member with experience in project finance. 

• Seat 4 is designated for a member with expertise in water systems, power systems, or public utility 
management. 

• Seat 5 is designated for an at-large member. 

• Members may be suspended by the Mayor and may be removed by a three-fourths vote of the Board of 
Supervisors for official misconduct. 

The current members of the Commission and the appointment and expiration dates of their terms are: 

Name and Title 
Francesca Vietor, President 
Anson Moran, Vice President 
Ann Moller Caeti 
Vince Courtney 
Ike Kwon 

Management 

Seat 
1 
4 
3 
5 
2 

Originally Appointed 
September 2008 

July 2009 
March 1997 
January 2011 

February 2015 

Term Expires 
August2016 
August 2018 
August 2016 
August 2016 
August 2018 

Management of the SFPUC is led by the General Manager. The General Manager is appointed by the 
Mayor from candidates submitted by the Commission. Once appointed by the Mayor, the General Manager serves 
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at the pleasure of the Commission; however, the Commission also has Charter authority to employ the General 
Manager under an individual contract. 

Brief biographies of the General Manager and principal members of the senior management of the SFPUC 
are set forth below. 

Harlan L. Kelly, Jr. Harlan L. Kelly, Jr. was appointed General Manager of the SFPUC in September 
2012. He previously served as the SFPUC's Assistant General Manager, Infrastructure, overseeing $10 billion in 
capital programs for water, sewer and power, including the $4.845 billion Water System Improvement Program, the 
$6.9 billion Sewer System Improvement Program, and the $1.0 billion Retch Hetchy System Improvement Program. 
His civil engineering career spanning thre.e decades includes his tenure as the City Engineer of San Francisco. At 
San Francisco Department of Public Works, he held functional and project management positions, including Interim 
General Manager, and Deputy Director of Engineering, during which he managed complex capital improvement 
programs that included the rebuild and seismic retrofit of City Hall, and expansions of convention, hospital, county 
jail, and public arts facilities. He is a licensed professional engineer, and a graduate of the University of California 
at Berkeley in Civil Engineering. He is the recipient of numerous awards, including the Silver SPUR Award from 
the San Francisco Bay Area Planning and Urban Research Association; the Eminent Engineer A ward from the 
National Engineering Honor Society Tau Beta Pi; and the Heroes and Hearts Award from the San Francisco General 
Hospital Foundation for exceptional community service. He is on the Board of Directors of the National 
Association of Clean Water Agencies (NACWA), as well as the Bay Area Council. He is a member of the National 
Society of Black Engineers (NSBE). He co-founded the youth intemship program Project Pull, which has been in 
continuous operation since 1995. 

Michael Carlin. Michael Carlin is the SFPUC Deputy General Manager and Chief Operating Officer 
("COO"), reporting directly to the General Manager. He was appointed in 2009. As the Deputy General Manager 
and COO, Mr. Carlin supervises the agency's efforts in capital planning, emergency response, asset management, 
and other functions across the three business lines-water, power and wastewater. Prior to this position, Mr. Carlin 
served as the Assistant General Manager for Water where he led the effort to diversify the water supply portfolio. 
He continues in that role leading many of the environmental initiatives including addressing the impact of climate 
change on the organization. Mr. Carlin joined the SFPUC in 1996 as the Water Resources Planning Manager where 
he led the effort to develop comprehensive capital plans. That effort led to the establishment and execution of the 
Water System Improvement Program. Prior to joining the City, Mr. Carlin worked for more than a decade at the 
San Francisco Regional Water Board where he was the Planning Chief. Mr. Carlin holds a B.A. in Biology from 
San Francisco State University and an M.P.A. with an emphasis in Environmental Management from Golden Gate 
University. 

Steven R. Ritchie. Steven Ritchie is the Assistant General Manager of the Water Enterprise, responsible 
for overseeing water system operations and planning from the Retch Hetchy Project through the Regional Water 
System to the City Distribution Division. He is also responsible for the management of the SFPUC's lands and 
natural resources. Mr. Ritchie was the Manager of Planning at the SFPUC from 1995 to 1998. Prior to his current 
assignment, he managed the South Bay Salt Pond Restoration Project, a multi-agency effort to restore 15,100 acres 
of valuable habitat in South San Francisco Bay, while providing for flood risk management and public access. In 
addition, Mr. Ritchie has worked at management positions at the San Francisco Bay Regional Water Quality Control 
Board (1987-1995), the CalFed Bay-Delta Program (1998-2000), and URS consultants (2000-2004). He has a B.S. 
and M.S. in Civil Engineering from Stanford University. 

Eric L. Sandler. Eric L. Sandler is Assistant General Manager, Business Services and Chief Financial 
Officer and is responsible for managing a range of internal and external service functions of the SFPUC including 
Finance, Customer Service, Information Technology, and Assurance and Internal Controls. Appointed in 2015, he 
has over 25 years of experience in municipal and infrastructure financing and over 15 years of experience in public 
utility management. Prior to joining the SFPUC, he served as Director of Finance/Treasurer for the East Bay 
Municipal Utility District, Director of Finance/Treasurer for the San Diego County Water Authority and Director of 
Financial Planning for the SFPUC. Before joining public service, Mr. Sandler worked in several infrastructure 
finance positions including renewable energy project finance and municipal investment banking. Mr. Sandler serves 
on boards and committees of various industry organizations including the Association of California Water Agencies 
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and the National Association of Clean Water Agencies. He has a Bachelor's degree in Biology from Stanford 
University and a Master's degree in Business Administration from the University of California, Berkeley. 

Juliet Ellis. Juliet Ellis is the Assistant General Manager for External Affairs at the SFPUC. Prior to 
joining the SFPUC as an Assistant General Manager, Juliet served as a Commissioner for two years. Juliet now 
oversees the implementation of Environmental Justice and Community Benefits policies as Assistant General 
Manager, along with the Policy and Government Affairs, Communications, and Sustainability Planning teams 
within the SFPUC. Juliet also oversees the SFPUC's national partnerships with other public utilities with the goal 
of scaling community benefits programs within the public sector. Before joining the SFPUC, Juliet spent nine years 
as the Executive Director of Urban Habitat, a regional social and environmental justice organization. She also 
served as the Associate Program Officer for Neighborhood and Community Development at The San Francisco 
Foundation. Juliet received her Masters of Science in Business Administration at San Francisco State University 
with an emphasis in Environmental and Urban Studies. · 

Barbara Hale. Barbara Hale is Assistant General Manager of the Power Enterprise. Ms. Hale oversees the 
Power Enterprise, including Power Retail Services, Utilities Services, Regulatory Affairs, Infrastructure 

. Development and Power Purchasing and Scheduling. She is responsible for the development of a strategic business 
plan for the organization, setting out priorities, objectives, schedules and policy issues. Ms. Hale oversees all 
power-related inter governmental relations, works directly with the Commission on policy and capital matters, and 
provides direction and leadership to a multi-discipline staff at remote.and downtown locations. Ms. Hale provides 
strategic advice on energy policy matters to the General Manager and manages a staff responsible for developing 
specific energy efficiency projects and renewable and other advanced sources of electrical generation. Ms. Hale 
also acts as liaison between the SFPUC and State and federal agencies responsible for energy policy, such as the 
California Public Utilities Commission, the California Energy Commission, the California Power Authority, the 
Federal Energy Regulatory Commission, and the United States Department of Energy. Ms. Hale graduated cum 
laude from San Francisco State University with a B.A. in Economics, receiving special recognition for high 
achievement with the Department Honors Award. 'Ms. Hale has pursued extensive graduate coursework in Applied 
Economics. 

Kathy How. Kathy How is Assistant General Manager oflnfrastructure, responsible for capital programs 
and projects implementation for SFPUC facilities, including the Water System Improvement Program, Sewer 
System Improvement Program and the Hetchy System Improvement Program. Prior to this position, Ms. How was 
Deputy AGM for Project Delivery, and was responsible for managing engineering design, construction 
management, and environmental review for all capital projects, whether in-house or consultant designed. Prior to 
joining the SFPUC in 2003, Ms. How was Assistant City Engineer at the Department of Public Works overseeing 
project management, architectural and engineering design and construction management for projects in the Seismic 
Safety bond programs, and Program Director for the Marina Yacht Harbor Renovations at the Recreation and Park 
Department. She joined the SFPUC to work on initiating program environmental review, development of program 
goals and objectives for the Water System Improvement Program, and implementation of projects. She is a licensed 
professional civil engineer in California, and holds a degree in Civil Engineering from the University of California, 
Berkefoy. 

Tommy T. Moala. Tommy T. Moala is the Assistant General Manager of the Wastewater Enterprise which 
protects public health and safety and the environment through the collection and treatment of wastewater and 
stormwater. Mr. Moala oversees operations, maintenance, facility improvements and regulatory compliance for the 
City's three wastewater treatment plants, 993-mile long collection system and Treasure Island facilities. A former 
Naval Propulsion Engineer, Mr. Moala has more than 15 years' experience in managing wastewater systems. He 
began his 26-year career with the SFPUC as a Stationary Engineer, moving up steadily through the ranks to Senior 
Engineer, Chief Stationary Engineer and Operations Manager. A team recipient of the National Protection Agency 
0 & M Award and the National Association of Clean Water Agency Award, Mr. Moala has also received 
then-Mayor Gavin Newsom's Public Managerial Excellence Award and the SFPUC O'Shaughnessy Award for 
organizing the SFPUC Emergency Response Team dispatched to Hurricane Katrina. He is a member of the Water 
Environment Federation, the California Water Environment Federation, the National Association of Clean Water 
Agencies and the American Water Works Association. 

29 
OHSUSA:765313558.9 



Employee Relations· 

The wages, hours and working conditions of City employees, including employees of the SFPUC, are 
determined by collective bargaining pursuant to State law (the Meyers-Milias-Brown Act, California Government 
Code Sections 3500-3511) and the Charter. Except for nurses and a few hundred unrepresented employees, the 
Charter requires that bargaining impasses be resolved through final and binding arbitration conducted by a panel of 
three arbitrators. The award of the arbitration panel is final and binding unless legally challenged. Strikes by City 
employees, including employees of the SFPUC, are prohibited by the Charter. Since 1976, no City employees have 
participated in a union-authorized strike. 

The City's budget for Fiscal Year 2015-16 includes 29,053 budgeted City positions. City workers are 
represented by 37 different labor unions. The largest unions in the City are the Service Employees International 
Union, Local 1021; the International Federation of Professional and Technical Engineers, Local 21; and the unions 
representing police, fire, deputy sheriffs and transit workers. In May 2014, the City negotiated three-year 
agreements (for Fiscal Years 2014-15 through 2016-17) with most of its labor unions. In general, the parties agreed 
to: (1) an annual wage increase schedule of 3% (October 11, 2014), 3.25% (October 10, 2015), and between 
2.25% and 3.25% depending on inflation (July 1, 2016); and (2) some structural reforms of the City's healthcare 
benefit and cost-sharing structures to rebalance required premiums between the two main health plans offered by the 
City. These changes to health contributions built on reforms agreed to by most unions during earlier negotiations. 

The SFPUC employs approximately 2,400 of the City's workers. The Charter governs the SFPUC's 
employment policies and authorizes the San Francisco Civil Service Commission to establish rules and procedures 
to implement those policies. Of the 37 labor unions representing City workers more broadly, 14 presently represent 
SFPUC employees. Most SFPUC employees collectively bargain every three years. 

Over the next five years, nearly half of the SFPUC workforce will be eligible for retirement. A new 
generation of jobs will require workers with specialized training, skills and experience, while local hiring 
requirements will need to be observed. The SFPUC's Strategic Sustainability Plan includes indicators for employee 
training and development. The SFPUC also provides ethics training, diversity training, management training, 
environmental management system training, as well as fraud prevention and awareness training. 

(Remainder of Page Intentionally Left Blank) 
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The following table summarizes the number of SFPUC and Water Enterprise employees covered by 
collective bargaining agreements as of July 1, 2016, each of which expire on June 30, 2017. 

TABLE 1 
COLLECTIVE BARGAINING AGREEMENTS 

Employee Bargaining Unit 
International Association of Machinists, Lodge 1414 
Carpenters, Local 22 
International Brotherhood of Electrical Workers, Local 6 
Laborers, Local 261 
San Francisco Association of Personnel Professfonals, Local 21 
Municipal Executives Association 
Operating Engineers, Local 3 
Plumbers, Local 38 
International Federation of Professional and Technical Engineers, Local 21 
Service Employees International Union, Local 1021 
San Francisco City Workers United 
Stationary Engineers, Local 39 
Teamsters, Local 856 
Teamsters, Local 853 
Transport Workers Union Local 250-A, Automotive Service Workers 
Unrepresented Employees<3l 

Total 

SFPUC 
Full-Time 
Equivalent 

Employment<1> 

47 
20 

127 
152 
38 

157 
22 

224 
925 
327 

14 
317 

1 
39 

6 
1 

2,417 

Water 
Enterprise 
Full-Time 
Equivalent 

Employment<1> 

30 
13 
30 
85 
4 

33 
17 

157 
186.27(2) 

85 
5 

91 
0 

19 
4 
0 

759.27 

(!) Represents budgeted numbers as of July 1, 2016. Actual full-time equivalent employment totals will differ from the number 
of positions budgeted by the SFPUC for a variety of reasons, including certain requirements in the respective collective 
bargaining agreements. 

C3l Includes partial positions. 
(Z) Not covered by a collective bargaining agreement. 
Source: SFPUC. 

Employee Benefit Plans 

Retirement System Plan Description. The SFPUC participates in the City's single employer defined 
benefit retirement plan (the "Plan") which is admini~tered by the San Francisco City and County Employees' 
Retirement System (the "Retirement System" or "SFERS"). The Plan covers substantially all full time employees 
of the SFPUC along with other employees of the City. The Plan provides basic service retirement, disability, and 
death benefits based on specified percentages of final average salary and, provides cost-of-living a!fjustments after 
retirement. The Plan also provides pension continuation benefits to qualified survivors. The Charter and City 
Administrative Code are the authorities that establish and amend the benefit provisions and employer obligations of 
the Plan. Funding requirements relating to the SFPUC are described below in "- Retirement System Funding 
Policy." 

The Retirement System is administered by a Retirement Board (the "Retirement Board") consisting of 
seven members, three appointed by the Mayor, three elected from among the members of the Retirement System, at 
least two of whom must be actively employed, and a member of the Board of Supervisors appointed by the President 
of the Board of Supervisors. To aid in the administration of the Retirement System, the Retirement Board appoints 
an Executive Director and an Aduary. The Executive Director serves as chief executive officer, with responsibility 
extending to all divisions of the Retirement System. The Actuary's responsibilities include the production of data 
and a summary of plan provisions for the independent consulting actuarial firm retained by the Retirement Board to 
prepare an annual valuation report and other analyses· as described below. The independent consulting actuarial firm 
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is currently Cheiron, Inc., a. nationally recognized firm selected by the Retirement Board pursuant to a competitive 
process. 

In response to an application filed by the Retirement System, the Internal Revenue Service ("IRS") issued a 
favorable Determination Letter for SFERS in March 2012. Issuance of a Determination Letter constitutes a finding 
by the IRS that operation of the defined benefit plan in accordance with the plan provisions and documents disclosed 
in the application qualifies the plan for federal tax exempt status. The favorable Determination Letter included IRS 
review of all SFERS provisions, including Proposition C. See "- Pension and Healthcare Costs Reforms -
Proposition C." 

Plan Financial Reports and Funded Status. The Retirement System issues a publicly available financial 
report that includes financial statements and required supplementary information for the Plan. That report may be 
obtained by writing to the San Francisco City and County Employees' Retirement System, 30 Van Ness Avenue, 
Suite 3000, San Francisco, CA 94102, or by calling (415) 487-7020. 

The funded status of the Plan as of July 1, 2015 (the most recent date for which information is available) 
was as follows: 

TABLE2 
RETIREMENT PLAN FUNDED STATUS 

(AS OF JULY 1, 2015) 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 
Funded Status (assets/liabilities) 

($000,000s) 
$22,970.9 

19,653.3 
3,317.6 

85.6% 

Source: SFERS. 

The Retirement System discloses accounting and financial reporting information under GASB Statement 
No. 67 (first implemented by the Retirement System in Fiscal Year 2013-14) and the City reports accounting and 
financial information about the Retirement System under GASB Statement No. 68 (first implemented by the City in 
Fiscal Year 2014-15). The accounting statements separated retirement system financial reporting from retirement 
system funding and required certain additional information in the notes to the City's financial statements. In 
general, the City's funding of its pension obligations is not affected by the changes to its reporting requirements 
under GASB Statement No. 68, though such changes did result in changes to the SFPUC's reported salary and 
working capital costs. See "HISTORICAL OPERATING RESULTS - Summary of Historical Operating Results 
and Debt Service Coverage." 

Retirement System Funding Policy. Contributions to the basic Plan are made by both the SFPUC and its 
employees. Employee contributions are mandatory. Employee contribution rates are approved through collective 
bargaining and vary by union and employment category. For Fiscal Years 2013-14 and 2014-15, the SFPUC's 
employee contribution rates varied from 7.5% to 13.0% as a percentage of gross covered salary. For Fiscal Year 
2014-15, most employee groups agreed through collective bargaining that employees would contribute the full 
amount of the employee contribution on a pretax basis. 

The SFPUC is required to contribute at an actuarially determined rate and allocates the applicable portions 
of such contribution to the separate enterprises, including the Water Enterprise. For the prior three Fiscal Years, the 
Water Enterprise has paid 100% of its required contributions. The contributions by the Water Enterprise required 
for Fiscal Years 2012-13 through 2016-17 are summarized in the following table. 
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TABLE3 
WATER ENTERPRISE RETIREMENT PLAN CONTRIBUTIONS 

Fiscal Year 
2012-13 
2013-14 
2014-15 
2015-16 
2016-17(1) 

Actuarially Determined 
Rate as a Percentage of 

Covered Payroll 
20.7% 
24.8 
26.8 
22.8 
21.4 

· (!) Based on Budget for Fiscal Year 2016-17. 

Contribution 
(OOOs) 

$21,606 
25,406 
27,506 
23,594 
21,574 

Percent of 
Required 

Contribution 
100% 
100 
100 
100 
100 

Source: SFERS July 1, 2015 Actuarial Valuation Report (produced by Cheiron February 6, 2016); SFPUC. 

The annual actuarial valuation of the Retirement System is a joint effort of the Retirement System and its 
independent consulting actuarial firm. The Charter prescribes certain actuarial method's and amortization periods to 
be used by the Retirement System in preparing the actuarial valuation. The Retirement Board adopts the. economic 
and demographic assumptions used in the annual valuations. Demograpl).ic assumptions such as retirement, 
termination and disability rates are based upon periodic demographic studies performed by the consulting actuarial 
firm approximately every five years. Economic assumptions are reviewed each year by the Retirement Board after 
receiving an economic experience analysis from the consulting actuarial firm. 

At the January 2015 Retirement Board meeting, the consulting actuarial firm recommended that the 
Retirement Board adopt the following economic assumptions for the July 1, 2014 actuarial valuation: long-terin 
investment earnings assumption of 7.50%, loq.g-term wage inflation assumption of 3.75% and long-term consumer 
price index assumption of 3.25%. After consideration of the analysis and recommendation, the Retirement Board 
voted to adopt these recommended assumptions. At the November 2015 Retirement Board meeting, the Retirement 
Board voted to continue these economic assumptions with no changes for the July 1, 2015 actuarial valuation 
followtng the recommendation ·of the consulting actuarial firm. The Retirement Board also voted to update 
demographic assumptions, including mortality, after review of a new demographic assumptions study by the 
consulting actuarial firm. 

Upon receipt of the consulting actuarial· firm's valuation report, Retirement System staff provides a 
recommendation to the Retirement Board for their acceptance of the consulting actuary's valuation report. In 
connection with such acceptance, the Retirement Board acts to set the annual employer contribution rates required 
by the Retirement System as determined by the consulting actuarial firm and approved by the Retfrement Board. 
This process is mandated by the Charter. 

Pursuant to the Charter, the consulting actuarial firm and the Retirement Board set the actuarially required 
employer contribution rate using three related calculations: 

First, the normal cost is established for the Retirement System. The normal cost of the Retirement 
System represents the portion of the actuarial present value of benefits that SFERS will be expected to fund 
that is attributable to a current year's employment. The Retirement System uses the entry age normal cost 
method, which is an actuarial method of calculating the anticipated cost of pension liabilities, designed to 
fund promised benefits over the working careers of the Retirement System members. 

Second, the contribution calculation takes account of the amortization of a portion of the amount 
by which the actuarial accrued liability of the Retirement System exceeds the actuarial value of Retirement 
System assets, such amount being known as an "unfunded actuarial accrued liability" or "UAAL." The 
UAAL can be thought of as a snapshot of the funding of benefits as of the valuation date. There are a 
number of assumptions and calculation methods that bear on each side of this asset-liability comparison. 
On the asset side, the actuarial value of Retirement System assets is calculated using a five-year smoothing 
technique, so that gains or losses in asset value are recognized over that longer period rather'than in the 
immediate time period such gain or loss is identified. On the liability side, assumptions must be made 
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regarding future costs of pension benefits in addition to demographic assumptions regarding the Retirement 
System members including rates of disability, retirement, and death. When the actual experience of the 
Retirement System differs from the expected experience, the impacts on UAAL are called actuarial gains or 
losses. Under the Retirement Board's updated Actuarial Funding Methods Policy any such gain or loss is 
amortized over a closed 20-year period. Similarly, if the estimated liabilities change due to an update in 
any of the assumptions, the impact on UAAL is also amortized over a closed 20-year period. Prior to the 
updated Policy which became effective with the July 1, 2014 actuarial valuation, the amortization period 
for gains, losses and assumption changes was 15 years at the valuation date. 

Third, supplemental costs associated with the various SFERS benefit plans are amortized. 
Supplemental costs are additional costs resulting from the past service component of SFERS benefit 
increases. In other words, when the Charter is amended to increase benefits to some or all beneficiaries of 
the Retirement System, the Retirement System's liability is correspondingly increased in proportion to the 
amount of the new benefit associated with service time already accrued by the then-current beneficiaries. 
These supplemental costs are required to be amortized over no more than 20 years according to the Charter. 
The Retirement Board has adopted a 15-year closed period for changes to active member benefits and a 
5-year closed period for changes to inactive or retired members effective for all changes on or after July 1, 
2014. The prior Board Retirement Policy specified closed 20-year periods for all benefit changes. 

The consulting actuarial firm combines the three calculations described above to arrive at a total 
contribution requirement for funding the Retirement System in the next Fiscal Year. This total contribution amount 
is satisfied from a combination of employer and employee contributions. Employee contribution rates are mandated 
by the Charter. Sources of payment of employee contributions (i.e. in the case of the SFPUC, the SFPUC, or its 
employee) are the subject of collective bargaining agreements with each bargaining unit. As described above, most 
of the SFPUC' s employee groups have agreed through collective bargaining that employees would contribute the 
full amount of the employee contribution on a pretax basis. The employer contribution rate is established by 
Retirement Board action each year and is expressed as a percentage of salary applied to all wages covered under the 
Retirement System. 

The assumptions and calculations described above were made as of their respective dates and are subject to 
change thereafter, including, for example, as a result of a subsequent Retirement Board action to revise the actuarial 
assumptions applied in the calculations. There is a risk that actual results will differ significantly from such 
assumptions and calculations. 

Projected Future Contributions and Pension Costs. The new funding policies described above, favorable 
investment returns and the recognition of deferred investment gains following the large investment losses in Fiscal 
Year 2008-09, which is now fully reflected in the actuarial valu~ of assets after a five-year smoothing period, 
resulted in a 3.96% decrease in the employer contribution rate for Fiscal Year 20i5-16, from 26.76% to 22.80%. 
The City projects that SFERS employer contribution rates will increase beginning in Fiscal Year 2016-17, however. 

Health Care Benefits. Health care benefits of the SFPUC employees, retired employees and surviving 
spouses are financed by beneficiaries and by the City through the City and Comity of San Francisco Health Service 
System (the "Health Service System"). The Water Enterprise's annual contribution for both active and retired 
employees amounted to approximately $23,986,000 and $22,531,000 in Fiscal Years 2013-14 and 2014-15, 
respectively. Included in these amounts are $8,113,000 and $7,641,000 for 2014 and 2015, respectively, to provide 
post-retirement benefits for Water Enterprise retired employees, on a pay-as-you-go basis. 

The City has determined a Citywide Annual Required Contribution ("ARC"), interest on net other 
post-employment benefits other than pensions ("OPEB") obligation, ARC adjustment, and OPEB cost based upon 
an actuarial valuation performed in accordance with Governmental Accounting Standards Board Statement 
("GASB") No. 45, by the City's actuaries. The ARC represents a level of funding that, if paid on an ongoing basis, 
is projected to cover the. normal cost of each year and any unfunded actuarial liabilities (or funding excess) 
amortized over 30 years. The City's allocation of the OPEB related costs to the SFPUC for the year ended June 30, 
2015 based upon its percentage of Citywide payroll costs is presented below. 
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The following table shows the components of the City's annual OPEB allocations for the Water Enterprise 
for the Fiscal Years 2013-14 and 2014-15, for the amount contributed to the plan, and changes in the City's net 
OPEB obligation: 

Annual required contribution 
Interest on net OPEB obligation 
Adjustment to ARC 
Annual OPEB cost (expense) 
Contribution made 
Increase in net OPEB obligation 

TABLE4 
ANNUAL OPEB OBLIGATION 

FOR FISCAL YEARS 2013-14 AND 2014-15 
(IN THOUSANDS) 

2014 
$16,473 

3,448 
(2,875) 
17,046 
(8,113) 

Net OPEB obligation- beginning of year 
Net OPEB obligation - end of year 

8,933 
85,829 

$94,762 

Source: SFPUC, Financial Services. 

2015 
$16,517 

3,759 
(3,134) 
17,142 
(7,641) 
9,501 

94,762 
$104,426 

The City issues a publicly available financial report on a City-wide level that includes the complete note 
disclosures and required supplementary information related to the City's post-retirement health care obligations. 
The report may be obtained by writing to the City and County of San Francisco, Office of the Controller, 
1 Dr. Carlton B. Goodlett Place, Room 316, San Francisco, CA 94102, or by calling (415) 554-7500. 

The City's OPEB Unfunded Actuarial Accrued Liability ("UAAL") was $3.9 billion for Fiscal Year 
2014-15. The amount allocable to the SFPUC Water Enterprise, as ofJune 30, 2015, was $188.295 million. 

Pension and Health Care Costs Reforms 

Voters implemented City employee pension and health care cost reforms in recent years to help mitigate 
future cost increases. These include the following propositions: 

Proposition B. Proposition B was a Charter amendment approved by voters in June 2008 that increased the 
years of service required to qualify for employer-funded retiree health benefits for City employees who retire under 
SFERS and were hired on or after January 10, 2009. Previously, employees became eligible to participate in the 
retirement health care system after 5 years of service and the employer paid 100% of the contribution. Beginning 
with employees hired on or after January 10, 2009, employees remain eligible to participate in the retirement health 
care system after 5 years of service, however, no employer contributions are required until 10 years of service. 
From 10 to 15 years of service, employers pay 50% of the contribution, from 15 to 20 years of service 75%, and for 
employees with 20 years or more of service, 100%. 

Proposition B also established a health care trust fund to pay for future costs relating to retiree health care. 
Employees hired on or after January 10, 2009 contribute up to 2% of their pre-tax pay, with employers contributing 
an additional 1 %, to the health care trust fund. Proposition B also increased maximum pension benefits for 
employees retiring at and after age 60 and enhances cost of living increases for pensions. 

Proposition C. Proposition C was a Charter amendment approved by voters in November 2011 that 
changed the way the·City and current and future employees share in funding SFERS pension and health benefits. 

With regard to pension benefits, the base employee contribution rate remains at 7.5% for most employees 
when the City contribution rate is between 11 % and 12% of City payroll. Employees making at least $50,000 will 
pay an additional amount up to 6% of compensation when the City contribution rate is over 12% of City payroll. 
When the City contribution rate falls below 11 %, employee contributions will be decreased proportionately. 

35 
OHSUSA:765313558.9 



Proposition C creates new retirement plans for employees hired on or after January 7, 2012 that: (1) for 
miscellaneous employees, increased the minimum retirement age to 53 with 20 years of service or 65 with 10 years; 
(2) for safety employees, kept the minimum retirement age at 5_0 with five years of service, but increased the age for 
maximum benefits to 58; (3) for all employees, limited covered compensation, calculated final compensation from a 
three-year average, and changed the multipliers used to calculate pension benefits; and (4) for miscellaneous 
employees, raised the age of eligibility to receive vesting allowance to 53 and reduced by half the City's 
contribution to vesting allowances. 

With regard to health benefits, elected officials and employees hired on or before January 9, 2009, 
contribute up to 1 % of compensation toward their retiree health care, with matching contribution by the City. For 
employees or elected officials who left the City workforce before June 30, 2001, and retire after January 6, 2012, 
Proposition C requires that the City contributions toward retiree health be~efits remain at the same levels they were 
when the employee left the City workforce. · 

Proposition C also limits cost-of-living adjustments for SFERS retirees; however, in 2015,. the. Court of 
Appeals held in a suit against the City brought by a retiree organization, Protect Our Benefits v. San Francisco 
(1 st DCA Case No. A140095), that certain changes to payment of supplemental cost of living allowances imposed by 
Proposition C could not be applied to current City employees and those who retired after November 1996 when the 
supplemental cost of living allowance provisions were originally adopted, but could be applied to SFERS members 
who retired before November 1996. On June 17, 2015, the California Supreme Court denied review of the Court of 
Appeals decision. The actuarial liabilities of the Plan increased by approximately $388 million, or 1.8%, for back 
payment of supplemental cost of living allowances payable for 2013 and 2014. 

THE WATER ENTERPRISE 

General 

The SFPUC operates the facilities of its Water Enterprise to optimize the reliability and quality of its water 
deliveries. The SFPUC has made and will continue to make significant capital investments in the facilities of the 
Water Enterprise, designed to maximize the Water Enterprise's ability to deliver water sufficient to meet the needs 
of its customers following the occurrence of a major seismic event or during an extended period of drought. 

The SFPUC serves as the retail water supplier for the City and is responsible for water deliveries to 
residents and institutions within the City limits, as well as to a number ofretail accounts outside of the City limits. 
In addition, the SFPUC sells water to 27 Wholesale Customer entities in San Mateo, Alameda and Santa Clara 
Counties under the WSA and related individual contractual agreements. Collectively, with the exception of the 
Cordilleras Mutual Water Company, the Wholesale Customers are members of BA WSCA, which is a public agency 
separate and apart from the 27 Wholesale Customers. Altogether, nearly 2.6 million people rely on water supplied 
by the Water Enterprise. 

The Water Enterprise consists of over 3 89 miles of pipeline, over 7 4 miles of tunnels, 11 reservoirs, five 
pump stations, and three water treatment plants located outside of the City and over 1,235 miles of pipeline, 11 
reservoirs, eight storage tanks, 24 pump stations, eight hydropneumatic stations and 17 chlorination stations located 
within the City limit. 

The Regional Water System draws approximately 85% of its water from the Upper Tuolumne River 
Watershed, collected in Retch Hetchy Reservoir in Yosemite National Park, feeding a single aqueduct system; 
delivering water 120 miles by gravity to Bay Area reservoirs and users. The remaining water supply is drawn from 
local surface waters in the Alameda and Peninsula watersheds. 

Water Rights and Related Proceedings 

Prior to the Gold Rush in 1849, local water supplies were largely adequate to meet the needs of what is now 
San Francisco. The Spring Valley Water Company, purchased by the City in 1930, developed much of the local 
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water supplies now available to the Water Enterprise. The City1s population grew rapidly after the Gold Rush to 
nearly 400,000 by the time of the Great Earthquake of 1906. 

As early as the 1880s, the City began looking to the Sierra Nevada and the Tuolmnne River in what is now 
Yosemite National Park as a possible source of abundant, clean water for the Cify and the Bay Area. Retch Hetchy 
Valley, which is located on the Tuolumne River in Yosemite National Park, was first recommended as a reservoir 
site at the tum of the 201h century in a United States Geological Survey Study. Then San Francisco Mayor James D. 
Phelan made the first filings for water rights and reservoir rights-of-way in the Tuolumne River watershed as a 
private citizen, transferring those filings to the City in 1903. 

Following the 1906 earthquake, the City again sought water rights and reservoir rights-of-way in the 
Tuolumne River watershed and began to develop a preliminary design for the Retch Hetchy System (as defined 
herein). It also entered into negotiations with the Districts to protect the Districts' existing water rights and to 
provide them a share of the hydroelectric power to be produced by Retch Hetchy facilities, at cost-based rates. 

The federal Raker Act, enacted on· December 19, 1913 (the "Raker Act"), grants to the City rights-of-way 
and publi.c land use on United States government property in the Sierra Nevada to construct, operate and maintain 
reservoirs, dams, conduits and other structures necessary· or incidental to developing and using water and power. It 
also imposes restrictions on the City's use of Retch Hetchy Reservoir, including (among others) the requirement that 
the City recognize the prior rights of the Districts to receive water, up to specified amounts of natural daily flow, for 
direct use and storage. After twenty years of construction of dams and aqueducts, water from the Retch Hetchy 
System was first delivered to the Bay Area on October 24, 1934. 

The City holds rights of way under the Raker Act and releases water from its facilities under stipulations 
with the United States Department of the Interior, which administers the Raker Act. The SFPUC diverts water 
under its water rights acquired under State water law, which entitle the SFPUC to. appropriate in excess of 400 
million gallons per day ("mgd") from the Tuolumne River and its tributaries. 

See "-Current Water Supply Sources" and "FUTURE WATER DEMAND AND SUPPLY -Proposals to 
Restore Retch Hetchy Valley." 

Current Water Supply Sources 

The Regional Water System. The Regional Water System is a complex system which supplies water from 
two primary sources: the Tuolumne River through Retch Hetchy Reservoir and local runoff into Bay Area 
reservoirs in the Alameda and Peninsula watersheds. Water developed via Retch Hetchy Reservoir through Retch 
Hetchy facilities represents the majority of the water supply available to the SFPUC. On average, _Retch Hetchy 
Reservoir provides approximately 85% of the water delivered, and Bay Area reservoirs provide approximately 15% 
of the water delivered. The local watershed facilities are operated to capture local runoff for delivery. Local area 
water production is dependent on precipitation and the ability of the SFPUC to regulate watershed runoff. 

Local Groundwater. The City overlies, all or part of seven groundwater basins: the Westside, Lobos, 
Marina; Downtown, Islais Valley, South and Visitacion Valley basins. The Lobos, Marina, Downtown and South 
basins are located wholly within the City limits, while the remaining three extend south into San Mateo County. 
The portion of the Westside Basin aquifer located within the City is commonly referred to as the North W estside 
Basin. With the exception of the Westside and Lobos basins, all of the basins are generally inadequate to supply a 
significant amount of groundwater for municipal supply due to low yield. 

Early in its history, the City made significant use of local groundwater, springs, and spring-fed surface 
water. However, after the development of surface water supplies in the Peninsula and Alameda watersheds by 
Spring Valley Water Company and the subsequent completion of Retch Hetchy Reservoir and aqueduct in the 
1930's, the municipal water supply system has relied almost exclusively on surface water from local runoff, the 
Alameda and Peninsula watersheds, and the Tuolumne River watershed. Local groundwater use, however, has 
continued in the City primarily for irrigation purposes. The San Francisco Zoo and Golden Gate Park use 
groundwater for non-potable purposes. 
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Approximately 0.4 mgd of groundwater is delivered to Castlewood Country Club from well fields operated 
by the SFPUC in Pleasanton and drawn from the Central Groundwater Sub Basin in the Livermore/ Amador Valley. 
These wells are metered and have been in operation for several decades. There is no physical connection between 

. the Castlewood wells and the Regional Water System. For purposes of water accounting and billing, these 
deliveries to Castlewood are accounted for as part of the SFPUC's Retail Customer base. 

Local Recycled Water. Current use of recycled water for these purposes in the City is less than one mgd 
and does not materially contribute to overall retail demands. The Sharp Park Recycled Water Project (0.1 mgd) and 
the Harding Park Recycled Water Project (0.2 mgd) provide recycled water for irrigating golf courses. The City 
also uses disinfected secondary-treated recycled water from the SFPUC's Southeast Water Pollution Control Plant 
on a limited basis for wash-down operations and provides it to construction contractors, City departments, and other 
interested parties for use within the City via truck-fill station. Permitted uses include soil compaction, dust control, 
landscape irrigation, street cleaning, and sewer flushing. 

Local Water Conservation. The SFPUC is committed to demand-side management programs; the City's 
per capita water use has dropped by about one-third since 1977 in part due to these programs. The first substantial 
decrease came following the 1976-77 drought in which gross per capita water use dropped from 160 to 130 gallons 
per capita per day ("gpcd"). Despite nearly continuous growth in the City since then, water demands have remained 
lower than pre-drought levels. 

A second substantial decrease in water use within the City occurred as a result of the 1987-92 drought, 
when a new level of conservation activities resulted in further water use savings. In the current drought, gross per 
capita water use within the City decreased to 77 gpcd in Fiscal Year 2014-15, with residential water use calculated 
to be approximately 44 gpcd in Fiscal Year 2014-15, one of the lowest per-capita rates of any major urban area in 
the State, and approximately one-half of the statewide average. It is anticipated that through the continuation and 
expansion of these programs, per capita water use will continue to decrease into the future . 

. The SFPUC's water conservation program offers financial incentives, services and educational assistance, 
all aimed at promoting efficient water use. The conservation program implemented by the SFPUC is based on, 
among other things, the WSIP, the California Urban Water Conservation Council's Memorandum of Understanding 
Regarding Urban Water Conservation, and the Water Conservation Act of2009 (Senate Bill X7-7). In addition, the 
conservation programs take into consideration local legislation requirements, such as the San Francisco water
efficient irrigation ordinance and residential and commercial conservation ordinances regarding indoor water use, as 
well as building code requirements, such as water efficiency requirements for municipal buildings. 

Water Supply Storage 

The amount of water available to the SFPUC's Retail Customers and Wholesale Customers is constrained 
by hydrology, physical facilities, and the institutional parameters that allocate the water supply of the Tuolumne 
·River. While in most years the SFPUC receives adequate water supply to meet its demands, due to these 
constraints, the SFPUC is dependent on reservoir storage to firm up its water supplies. More importantly, reservoir 
storage provides the Regional Water System with year-to-year water supply carry-over capability. During dry years, 
the SFPUC has a small share of Tuolumne River runoff available and the local Bay Area watersheds produce little 
water. Reservoir storage is critical to the SFPUC during drought cycles since it enables the SFPUC to carry-over 
water supply from wet years to dry years. See "WATER FACILITIES - Water Storage." 

Projected Demand 

Retail Demand. Prior fo 2015, the SFPUC had projected ·its retail demands and conservation potential 
using an end-use model that was initially developed in 2004. Projections from this model have been used in the 
2005 and 2010 updates to the SFPUC's Urban Water Management Plan ("UWMP"). For the 2015 update to the 
UWMP, the SFPUC developed a new set of models that, in addition to other factors, incorporate socioeconomic 
factors to project demands through 2040. By including socioeconomic factors, the models are able to capture a 
more complete demand picture. The new set of models relies on household and employment forecasts provided by 
the San Francisco Planning Department's Land Use Allocation ("LUA 2012"). The LUA 2012 forecasts are a 
City-specific refinement of growth forecasts from the Association of Bay Area Governments ("ABAG"), ABAG 
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Projections 2013, which reflect the growth that is assumed in ABAG's Plan Bay Area and Sustainable Communities 
Strategy Jobs-Housing Connections Scenario. 

The water demand projections show that single family and multi-family residential water use throughout 
the retail service area is projected to -increase by 45% and 18%, respectively, between 2015 and 2040. In 
comparison, the total number of San Francisco households is projected to increase by 23% during the same period. 
In the non-residential sector, non-residential water use throughout the retail service area is projected to increase 
30%, while the total number of jobs in San Francisco is projected to increase by 23%. 

TABLES 
PROJECTED RETAIL WATER DEMAND 

(INMGD) 

2020 2025 
In-City Residential Demand 37.6 39.1 
(Single and Multiple Family) 
In-City Non-residential 28.9 28.9 
(Business/Industrial/Municipal Demands )<1l 

Subtotal - In-City Retail 66.5 68.0 

In-City Water Loss<2> 6.0 6.0 
Subtotal - In-City Losses ·6.0 6.0 

Suburban Residential 0.1 0.1 
Suburban Non-residential<3> 4.4 4.4 
Groveland CSD 0.5 0.5 
Subtotal - Suburban Retail<4l 5.0 5.0 

Total - Retail Demand 77.5 79.0 

Local Water Supplies 7.0 7.1 

Net Retail Demand from Regional Water System 70.5 71.9 

{!) Includes Builders & Contractors, Docks & Shipping, and all dedicated irrigation. 
<2l Water losses· include both apparent and real losses. 

2030 2035 2040 
41.8 44.5 47.3 

29.5 30.4 31.6 

71.3 74.9 78.9 

6.0 6.0 6.0 
6.0 6.0 6.0 

0.1 0.1 0.1 
4.4 4.4 4.4 
0.5 0.5 0.5 
5.0 5.0 5.0 

82.3 85.9 89.9 

7.1 7.2 7.3 

75.2 78.7 82.6 

(3) Includes the San FranCisco County Jail, San Francisco International Airport, Lawrence Livermore National Laboratory, 
Castlewood, Sunol Valley Golf Course, and other non-residential suburban or municipal accounts. 

<4l Suburban retail water losses are considered to be negligible. 
Note: Amounts set forth in this table are projections. Actual results may differ materially from these projections. See 

"FORWARD-LOOKING STATEMENTS" above. 
Source: 2015 Urban Water Management Plan, released June 2016. 

Wholesale Demand. As part of the development of its Long-Term Reliable Water Supply Strategy, 
BA WSCA has updated demand projections for each of the Wholesale Customers, which BA WSCA published in its 
Final report entitled "Regional Water Demand and Conservation Projections Final Report," released in September 
2014. While some Wholesale Customers have used the Strategy projections for their individual UW1\1P updates for 
2015, others are opting to use more recent projections. The most recent set of projections across all Wholesale 
Customers are provided in the SFPUC's WaterMAP, which aims to establish a water supply planning framework for 
the planning period of 2019 through 2040. The WaterMAP provides necessary information to address key water 
supply decisions. 

Water supplied by the SFPUC to the Wholesale Customers is metered. The total projected water demands 
of the Wholesale Customers, as provided in WaterMAP, are shown in Table 6. 
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In Fisca1 Year 2014-15, Wholesale Customers collectively received approximately 65% of their water 
supply from the Regional Water System. Future projections indicate that between 2015 and 2040 this figure will be 
in the range of 59% to 66%. For the year 2040, water demands of the Wholesale Customers (regardless of water 
source) are projected to increase to approximately 292.3 mgd. Other water supplies available and developed by the 
Wholesale Customers, which include increased water conservation and recycling, show a net projected increase of 
about 50 mgd between 2015 and 2040. 

TABLE6 
PROJECTED WHOLESALE CUSTOMER WATER DEMAND AND SUPPLIES 

(INMGD) 

2020 2025 2030 2035 2040 
Wholesale Customer Purchases 162.2 168.0 172.0 176.7 179.8 
from the Regional Water 
System(ll 
Other Supplies<2l 88.2 99.3 105.8 109.5 112.5 
Total Wholesale Customer Demand 250.4 267.3 277.8 286.2 292.3 

(l) This projected demand includes increased deliveries to interruptible customers San Jose and Santa Clara, as well as to 
permanent customer East Palo Alto consistent with WaterMAP. 

<2J Estimated as the difference between the Total Wholesale Customer Demand and the Wholesale Customer Purchases from 
the Regional Water System. 

Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 
See "FORWARD-LOOKING STATEMENTS" above. 

Source: SFPUC 2040 Water Management Action Plan, draft released May 2016; BAWSCA Annual Survey Fiscal Year 
2014-15, released April 2016. 

Projected Water Demands. The following table shows projected total Regional Water System demand 
based on the information presented in Tables 5 and 6 above. The SFPUC plans to meet its contractual obligation of 
serving the Wholesale Customers Supply Assurance (as defined herein) of 184 mgd and providing 81 mgd to the 
City. In addition to the Supply Assurance, the SFPUC provides 9 mgd to San Jose and Santa Clara as interruptible 
customers. However, as presented in the WaterMAP, San Jose and Santa Clara are requesting up to a total of 14.5 
mgd in future years, and East Palo Alto, a permanent customer, is requesting an additional 1.5 mgd above its 
Individual Supply Guarantee. 

Retail CustomersOl 
Wholesale Customers<2l 
Total System 

TABLE? 
PROJECTED TOTAL WATER DEMAND 

(INMGD) 

2020 
70.5 

162.2 
232.6 

2025 
71.9 

168.0 
239.9 

2030 
75.2 

172.0 
247.2 

2035 
78.7 

176.7 
255.4 

2040 
82.6 

179.8 
262.4 

OJ Reflects updated projections from the 2015 Urban Water Management Plan, released June 2016, and includes demands for 
local supplies in addition to Regional Water System. . 

(Z) Based on SFPUC 2040 Water Management Action Plan, draft released May 2016; and BAWSCA Annual Survey Fiscal 
Year 2014-15, released April 2016. This projected demand reflects Regional Water System demands only and includes 
increased deliveries to interruptible customers San Jose and Santa Clara, as well as to permanent customer East Palo Alto. 

Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 
See "FORWARD-LOOKING STATEMENTS" above. 

Source: SFPUC. 

Water Supply Reliability and Drought Planning 

The SFPUC water supply system reliability is expressed in terms of its ability to deliver water during 
droughts. Reliability is defined by the amount and frequency of water delivery reductions required to balance 
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customer demands with available supplies in droughts. The total amount of water the SFPUC has available to 
deliver to its Retail and Wholesale Customers during a defined period is dependent on several factors that include 
the amount of water that is available to SFPUC from natural runoff, the amount of water in reservoir storage, 
groundwater and the amount of water that must be released from the SFPUC's· system for commitments for purposes 
other than customer deliveries (such as releases below Retch Retchy reservoir to meet Raker Act and fishery 
purposes). 

The SFPUC operates its system to optimize the reliability and quality of its water deliveries. Retch Retchy 
Reservoir operations are guided by two principal objectives: collection of Tuolumne River water runoff for 
diversion to the Bay Area; and fulfillment of the SFPUC's downstream release obligations. To ensure water supply, 
Retch Retchy Project reservoirs remain high through the early winter, until sufficient snowmelt runoff is forecasted 
at 90%·certainty to fill all Tuolumne reservoirs. When the forecasted snowmelt is certain to be in excess of the fill 
volume, the reservoirs may be drawn. down through power operations to increase revenue· without risking water 
supply. 

Similarly, the Regional Water System Bay Area reservoirs are operated to conserve watershed runoff. As 
such, reservoirs are drawn down early in the winter period to capture storms and reduce the potential for spilling 
water out of the reservoirs. In the spring, Retch Retchy water (snowmelt) is often transferred to three of the Bay 
Area reservoirs that are capable of receiving the water so that any unused local reservoir storage is filled prior to 
July 1. 

Prior to 1976, droughts had not seriously affected the ability of the SFPUC to sustain full deliveries to its 
customers. During a subsequent drought in 1987-92, as reservoir storage continued to decline it became apparent 
that continued full deliveries could not be sustained without the risk of running out of water before the drought 
ended. As a result of these experiences, to provide some level of assurance that water could be delivered 
continuously throughout a drought (although at reduced levels), the SFPUC adopted a drought planning sequence, 
incorporating an 8.5 year drought scenario for planning purposes (based on combined number of actual drought 
years from 1976-1977 and 1986-92), and associated operating procedures that trigger different levels of water 
delivery reduction rationing relative to the volume of water actually stored in SFPUC reservoirs. Each year, during 
the snowmelt period, the SFPUC evaluates the amount of total water storage expected to occur throughout the 
Regional Water System. If this evaluation finds the projected total water storage to be less than an identified level 
sufficient to provide sustained deliveries during the drought scenario, the SFPUC may impose delivery reductions or 
rationing. 

Rationing. At current contractual obligations to deliver 184 mgd to the SFPUC's Wholesale Customers 
and 81 mgd to its Retail Customers combined with current water supplies and reservoir storages, the Regional Water 
System can be expected to experience up to a 25% shortage from 15% to 20% of the time, over multiple-year 
drought sequences. During a drought, Retail and Wholesale Customers could experience a reduction in the amount 
of water received from the Regional Water System. The amount of the reduction would be dictated by existing 
contractual agreements between the SFPUC and the Wholesale Customers, as detailed in the existing Water 
Shortage Allocation Plan ("WSAP"). The WSAP provides specific allocations of available water between the 
Retail and Wholesale Customers collectively associated with different levels of systemwide shortage. Under the 
WSAP, specific rationing amounts applied to the Retail and Wholesale Customers will be determined by their 
subsequent shortage plans as required to remain with their share of the systemwide allocation. 

The WSAP has been carried forward in the WSA for system wide shortages of up to 20%. For shortages in 
excess of this amount, the WSA provides that the SFPUC may allocate water in its discretion, subject to legal 
challenge by Wholesale Customers, if agreement cannot be reached regarding treatment of shortages in excess of 
20%. The WSA also includes provisions for drought and emergency pricing. See ''FINANCIAL OPERATIONS." 

System Delivery Capability. System delivery capability is defined as the water delivery the Regional 
Water System is able to sustain over historical hydrologic conditions including multiple-year drought sequences. 
Under existing SFPUC operations policies and procedures, the SFPUC has a system delivery capability of258 mgd. 
That is, the Regional Water System is capable of sustaining a 258 mgd annual average delivery over a hydrologic 
period equivalent to that experienced from 1921 to 2002 with shortages due to drought. After completion of the 
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WSIP and development of dry-year supplies, the system delivery capability is anticipated to increase to 262 mgd. 
During non-drought years, the Regional Water System is capable of sustainably delivering 265 mgd. 

Water Supply foitiatives 

To ensure that the future water needs and contractual obligations of its Retail and Wholesale Customers 
will be met in a more reliable and sustainable manner, the SFPUC has undertaken water supply projects in the WSIP 
to improve dry-year supplies, and is looking to diversify the City's water supply portfolio through the development 
oflocal water supplies such as recycled water, groundwater, and water conservation. Projects related to these efforts 
are described briefly below. The SFPUC is also continuing its efforts to advance the use of greywater and 
stormwater recapture in San Francisco, and continues to research opportunities in areas including non-potable · 
supply, direct potable reuse (purified water) and desalination. 

New Drought Supplies. The WSIP water supply program includes development of dry-year supplies for 
the Regional Water System. The WSIP Program Environmental Impact Report included an analysis of dry-year 
water supply transfers from the senior water right holders on the Tuolumne River, the Districts; a groundwater 
conjunctive use project; and a regional desalination project. The latter two projects are described below. The 
SFPUC has had continued discussions for a 2 mgd dry-year water transfer with Modesto and Oakdale Irrigation 
Districts and is exploring opportunities throughout the San Joaquin Valley. 

Groundwater Conjunctive Use. The SFPUC, in conjunction with the City of Daly City ("Daly City"), 
California Water Service Company (South San Francisco District) ("Cal Water"), and the City of San Bruno ("San 
Bruno") approved the Groundwater Storage and Recovery Project in August 2014. The Groundwater Storage and 
Recovery Project, located in the southern portion of the Westside Groundwater Basin in northern San Mateo 
County, is designed to create a new dry-year groundwater supply that can be utilized at a rate of 8,100 acre feet per 
year over the course of the SFPUC "design drought," which is a combination of the last two most severe historic 
droughts on record -.1987-91 and 1976-77 - with an additional 18 month dry sequence. During normal and wet 
years, the SFPUC will deliver supplemental surfac'e water to Daly City, San Bruno, and Cal Water in place of 
groundwater pumping. Reducing such pumping in normal and wet years thereby creates "in lieu" storage that can 
be pumped in dry years. The SFPUC adopted the project following CEQA certification in August 2014. The 
project is expected to be online in Fiscal Year 2016-17. 

Desalination. The SFPUC and several other Bay Area water supply agencies are participating in a Bay 
Area Regional Reliability Partnership and Drought Contingency Planning effort, which includes the exploration of 
desalination as a means of meeting regional water needs. The Bay Area Brackish Water Treatment (Regional 
Desalination) Project could provide up to 9 mgd through a shared facility with a capacity of up to 20 mgd. Review 
of this project is ongoing alongside other potential drought supply options. 

Local Groundwater and Recycled Water Projects. The water supply projects being funded as a part of the 
WSIP include groundwater and recycled water projects that will result in water supply for the Retail customers. The 
SFPUC approved the local groundwater project, the "San Francisco Groundwater Supply Project," in January 2012 . 

. The project includes installation of new groundwater wells to serve San Francisco retail customers with up to an 
additional 4 mgd of groundwater from the northern portion of the Westside Basin in San Francisco. The Westside 
Recycled Water Project will provide approximately 1.6 mgd of recycled water for major irrigation users on the west 
side of the City, including Golden Gate Park, Lincoln Park and the Presidio of San Francisco. The SFPUC is 
conducting preliminary design and environmental review for the Daly City Expansion Project and evaluating the 
feasibility of the San Francisco Eastside Recycled Water Project, South San Francisco Recycled Water Project, and 
Menlo Country Club Recycled Water Project. 

Local Water Conservation. The SFPUC has also increased its water conservation programs in an effort to . 
achieve additional water savings by 2018. New conservation programs include high efficiency toilet replacement in 
low-income communities and water efficient irrigation installation in municipal parks. 

In September 2012, the City adopted Ordinance No. 109-15 (the "Non-potable Water Ordinance"). The 
Non~potable Water Ordinance added Article 12C to the City's Health Code ("Article 12C"), which allows the 
collection, treatment, and use of alternate water sources for non-potable applications. In October 2013, Article 12C 
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was amended to allow district-scale water systems consisting of two or more buildings sharing non-potable water. 
In July 2015, Article 12C was further amended to require that, beginning November 1, 2015, all new development 
projects of 250,000 square feet or more of gross floor area located within the boundaries of the City's designated 
recycled water use areas install onsite water systems to treat and reuse available alternate water sources for toilet 
flushing and irrigation. This requirement expands to the entire City on November 1, 2016. Article 12C details the 
steps that must be taken to collect, treat, and use non-potable water in commercial, mixed-use, and multi-family 
residential developments. Article 12C also outlines the oversight of the SFPUC and the City's Departments of 
Public Health and Building Inspection during ·the review process. To date, the SFPUC has received water budget 
applications for 48 projects, plus the .4 non-potable projects that were implemented prior to the Non-potable Water 
Ordinance. In total, the 52 projects will offset approximately 54 million gallons of potable water per year. 

Wholesale.Deliveries 

Wholesale Service Area and Customer Base. The Water Enterprise provides wholesale water service to 
27 Wholesale Customers, which consist of 25 public agencies, one private utility and one private non-profit 
university. All of the Wholesale Customers are located within the County of Alameda, the County of Santa Clara 
and the County of San Mateo. 

• Alameda County is located on the east side of San Francisco Bay and extends from the Cities of 
Berkeley and Albany in the north to the City of Fremont in the south. Alameda County contains 14 
incorporated cities. The California Department of Finance Demographic Research Unit estimated 
Alameda County's population at· 1,627,865 as of January 1, 2016. Most of its population is 
concentrated in a highly urbanized area between the San Francisco Bay and the East Bay Hills. 

• Santa Clara County lies immediately south of San Mateo County and encompasses an area of 
approximately 1,316 square miles. Santa Clara County contains 15 incorporated cities, including the 
City of San Jose, the third largest city in the State. The California Department of Finance 
Demographic Research Unit estimated Santa Clara County's population at 1,927,888 as of January 1, 
2016.. Most of its population· is concentrated in the extensively urbanized and heavily industrialized 
northern portion of the county. 

• San Mateo County is located on the San Francisco Peninsula, west of the San Francisco Bay. 
San Mateo County covers 446 square miles and contains 20 incorporated cities. Coastal mountains run 
north and south, dividing the lightly populated western part of the county from the heavily populated 
eastern corridor between San Francisco and Santa Clara/Silicon Valley. The California Department of 
Finance Demographic Research Unit estimated San Mateo County's population at 766,041 as of 
January 1, 2016. 

• Alameda County, Santa Clara County and San Mateo County all have diversified economies and 
median household incomes higher than State and national averages. 

Collectively, the Wholesale Customers provide retail water service to approximately 1.77 million people in 
their respective service areas, with the balance of the respective population being serv'iced by other providers. Of 
the 27 Wholesale Customers, 15 derive close to 100% of their water from the SFPUC. All Wholesale Customers are 
billed monthly on the basis of metered water use and in accordance with the WSA. 
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The following.is a list of the 27 Wholesale Customers: 

Municipalities 
City of Brisbane 
City ofBurlirigame 
City of Daly City 
City of East Palo Alto 
City of Hayward 
City of Menlo Park 
City ofMillbrae 
City ofMilpitas 
City of Mountain View 
City of Palo Alto 
City of Redwood City 
City of San Bruno 
City of San Jose<2l 
City of Santa Clara<2l 
City of Sunnyvale 
Town ofHillsborough 

Wholesale Customers 

Water Purveying Districts 
Alameda County Water District 
Coastside County Water District 
Cordilleras Mutual Water 

Company<3l 
Estero Municipal Improvement 

District 
Guadalupe Valley Municipal 

Improvement District 
Mid-Peninsula Water District 
North Coast County Water District 
Purissima Hills Water District 
Westborough County Water District 

Private Entities 
California Water Service 

Company<1l 
Stanford University 

(l) California Water Service Company, an investor-owned utility, provides water service to three separate districts: Bear Gulch 
(Atherton/Woodside vicinity and including the former Skyline County Water District), Mid-Peninsula (San Carlos/San 
Mateo vicinity), and South San Francisco. California Water Service Company purchases approximately 15% of the water 
delivered annually by the SFPUC. Such purchases account for approximately 10% of the SFPUC's yearly revenues. 

(Z) The SFPUC provides water on an interruptible basis to fixed service areas in the northern portions of the Cities of San Jose 
and Santa Clara. See"- Status of San Jose and Santa Clara" below. 

<3l Cordilleras Mutual :Water Company is the only Wholesale Customer that is not a member of BA WSCA. 

The Bay Area Water Supply and Conservation Agency. BA WSCA is the successor agency to BA WUA. 
BA WUA was originally formed as a non-profit mutual benefit corporation to represent the Wholesale Customers' 
collective interests in their interactions with the SFPUC. Concerned that their needs and interests were not properly 
represented by the SFPUC, BA WUA lobbied for the creation of an entity with authority to plan for and acquire 
supplemental water supplies, encourage water conservation and use of recycled water on a regional basis, and assist 
in the financing of essential repairs and improvements to the Regional Water System. 

BA WSCA is governed by a 26-member Board of Directors which is composed of community leaders 
· representing the 26 of the 27 Wholesale Customers who are members ofBAWSCA. 

BA WSCA has the authority to coordinate water conservation, supply and recycling activities for its 
agencies; acquire water and make it available to other agencies on a wholesale basis; finance projects, including 
improvements to the Regional Water System; and build facilities jointly with other local public agencies or on its 
own to carry out its purposes. 

BAWSCA has not, to date, acquired water or built facilities. In February 2013, BAWSCA financed an 
early repayment of certain capital charges under the WSA. See "FINANCIAL OPERATIONS - Wholesale Water 
Sales Revenue - Capital Cost Recovery !>repayment." · 

Regional Water System Financing Authority. The Wholesale Customers, together with the SFPUC, 
formed the San Francisco Bay Area Regional Water System Financing Authority ("RFA"). While BA WSCA 
focuses on planning and water management and may engage in public works projects, the RF A exists solely to help 
fund capital improvements to the Regional Water System. The RFA has the power to issue revenue bonds to fund 
projects to improve the reliability of the Regional Water System; provide proceeds of revenue bonds to the City 
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under specified conditions to improve reliability of the system; and apply for and receive State and federal grants, 
loans and other financial assistance. · 

Debt service on any bonds issued by RF A in the future would be secured by, and paid from, a surcharge 
imposed by the SFPUC upon Wholesale Customers and, under specific conditions, upon Retail Customers. This 
surcharge would be imposed in an amount sufficient to pay debt service on the RFA's bonds and its operating 
expenses. Proceeds of the surcharge would not constitute Revenues under the Indenture, and debt service on these 
bonds, if issued, would not be a debt or liability of the SFPUC or the City. 

The RF A has not, to date, issued any revenue bonds, and the SFPUC is not now aware of any current plans 
by the RF A to do so. The ability of the RF A to issue bonds expires in December 2020. 

Prior Master Water Sales Contract. Between 1984 and 2009, Wholesale Customer rates were set pursuant 
to a Settlement Agreement and Master Water Sales Contract (the "Prior Master Water Sales Contract"). The 
Prior Master Water Sales Contract put in place a comprehensive method for allocating the costs of the water system 
between the SFPUC's Retail Customers and the Wholesale Customers. Capital costs and most operations and 
maintenance expenses of the Regional Water System were distributed between the SFPUC and its Retail Customers. 
and the Wholesale Customers on proportional water usage: approximately one-third to the City and two-thirds to the 
Wholesale Customers. 

The Prior Master Water Sales Contract resolved litigation over certain rate-setting practices. Both sides 
dismissed, with prejudice, the claims related to water sales overcharges and undercharges with the signing of the 
Prior Master Water Sales Contract. However, the litigation left open certain questions, such as whether the 
Wholesale Customers are "Co-Grantees" under the Raker Act and, if so, what rights, benefits and privileges accrue 
to them by reason of such status, including the right to receive water at cost, and the extent to which the City may be 
legally obligated to provide water to meet growth demands in Wholesale Customer service areas. 

Water Supply Agreement. In 2009, the SFPUC and the Wholesale Customers entered into the Water 
Supply Agreement, with an effective date of July 1, 2009, which replaced the Prior Master Water Sales Contract. 
The WSA has a 25-year term (with provisions for two conditional five-year extensions). 

The WSA provides for the separation of asset and expense categories among wholesale only, regional, and 
retail only. Annual operations and maintenance expenses are recovered on the basis of proportional annual use of 
the Regional Water System in most cases. Costs and revenues of the Retch Hetchy Project are also separated-the 
Wholesale Customers do not pay for power-related costs, which are borne by the Power Enterprise, and do not share 
in power revenues. 

The WSA includes a "Supply Assurance" of 184 mgd (measured on an annual average basis), in favor of 
23 of the Wholesale Customers (the "Supply Assurance"). The Cities of San Jose and Santa Clara are served 
wholesale water on an interruptible basis and such sales are not deemed to be within the Supply Assurance. The 
City of Hayward does not have an individual supply guarantee as it had previously negotiated an individual contract 
that did not limit its water use. The City of Hayward continues to receive water under a contract entered into in 
1960 with no expiration date or limitation in supply. If the demand of the 23 Wholesale Customers with individual 
supply guarantees exceeds the 184 mgd Supply Assurance, the 23 Wholesale Customers with individual supply 
guarantees would be required to reduce their allocation to accommodate the needs of the City of Hayward. For 
Fiscal Year 2015-16, total water purchases by the Wholesale Customers with individual supply guarantees were 
approximately 63.6% of the combined Supply Assurance. 
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The following table shows the Individual Supply Guarantee and actual Fiscal Year 2014-15 purchases for 
the Wholesale Customers. 

TABLES 
WHOLESALE CONTRACTUAL OBLIGATIONS 

(INMGD) 

Alameda County Water District 
City ofBrisbane I Guadalupe Valley Municipal Improvement District (3l 
City of Burlingame 
California Water Service Company 
Coastside County Water District 
City of Daly City 
City of East Palo Alto 
Estero Municipal Improvement District 
City of Hayward 
Town ofHillsborough 
City of Menlo Park 
Mid-Peninsula Water District 
City ofMillbrae 
City ofMilpitas 
City of Mountain View 
North Coast County Water District 
City of Palo Alto 
Purissima Hills Water District 
City of Redwood City 
City of San Bruno 
City of San Jose <5l 
City of Santa Clara <5l 
Stanford University 
City of Sunnyvale 
W estborough County Water District . 
Subtotal BA WSCA Demand 
Cordilleras Mutual Water Company <6l 
Total Wholesale Demand <7l (8l 

Individual 
Supply 

Guarantee <1> 

13.76 
0.98 
5.23 

35.68 
2.18 
4.29 
1.96 
5.90 

22.08 
4.09 
4.46 
3.89 
3.15 
9.23 

13.46 
3.84 

17.08 
1.63 

10.93 
3.25 

3.03 
12.58 

1.32 
184.00 

Actual 2014-15 
Purchases <2> 

7.96 
0.60 
3.67 

29.05 
1.53 
3.32 
1.57 
3.98 

13.60 
2.63 
2.63 
2.53 
1.91 
5.24 
7.61 
2.92 
9.68 (4) 

1.65 
8.01 
1.31 
4.49 
1.77 
1.89 (4) 

7.79 
. 0.68 

128.00 
0.01 

128.00 

(l) "Individual Supply Guarantee" refers to each Wholesale Customer's share of the Supply Assurance as defined in the Prior 
Master Water Sales Contract. The Supply Assurance is the 184 mgd maximum annual average metered supply of water 
dedicated by San Francisco to public use in the wholesale service area (not including the Cities of San Jose and Santa Clara). 
The City of Hayward's Individual Supply Guarantee is calculated as 184 mgd less the total of permanent customer 
Individual Supply Guarantees (161.92 mgd). 

· <2> Actual demands are equivalent to purchases as reported in customer billing data. 
(3l The City of Brisbane and Guadalupe Valley Municipal Improvement District are two Wholesale Customers that are jointly 

operated. 
(4) Actual 2015 purchases by the City of Palo Alto include an annual average of approximately 0.11 mgd of deliveries to the 

Stanford Hospital, located in the City of Palo Alto service area, from Stanford University via an emergency intertie. 
(S) Projected purchase requests for San Jose and Santa Clara are shown as they currently do not have an allocated share of the 

Supply Assurance due to their temporary, interruptible status under the WSA. 
<6l Cordilleras Mutual Water Company is not a member of BA WSCA, and therefore does not have an Individual Supply 

Guarantee. 
(7) Groveland CSD.is not accounted for as a wholesale customer for the puri}ose of this table and subsequent wholesale supply 

and demand comparisons. 
(&) Total may not add due to rounding. 
Source: 2015 Urban Water Management Plan, released June 2016. 
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The basic framework of the Prior Master Water Sales Contract regarding coordination of wholesale rates 
with the annual SFPUC budget process, annual compliance audits, resolution of disputes concerning the SFPUC's 
determination of the annual Wholesale Revenue Requirement (as defined herein) via binding arbitration and the 
annual true up of costs using a balancing account continue, but the WSA effected significant changes in the 
arrangement between the SFPUC and the Wholesale Customers. The WSA included the following significant 
changes: 

Allocation of Capital Costs. Instead of continuing with the utility method, the WSA more timely recovers 
capital costs as follows: 

• The costs of existing assets placed in service prior to June 30, 2009, approximately 
$367 million in 2009 dollars, were to be repaid based on audited actual costs in monthly 
installments by Wholesale Customers at an annual interest rate of 5.13% over a 
25-year period, in lieu of depreciation and a weighted return on these assets. In February 
2013, the Wholesale Customers, through BAWSCA, made an early repayment of the entire 
cost recovery payment balance. See "FINANCIAL OPERATIONS - Wholesale Water Sales 
Revenue - Capital Cost Recovery Prepayment." 

• The costs of new regional assets are to be paid for using the cash method. Annual wholesale 
rates are set to recover the Wholesale Customers' share of regional asset costs from current 
revenues for cash-funded assets. Wholesale contributions for debt-financed assets include 
appropriate contributions towards debt service and coverage based on the Wholesale 
Customers' proportionate annual use of the Regional Water System. 

• For the portion of capital projects costs that were appropriated but not expended as of June 30, 
2009, a 10-year repayment schedule including 4.00% interest has been calculated, based on 
audited actual costs. 

For more information regarding the wholesale rate setting mechanism, see "FINANCIAL OPERATIONS -
·Wholesale Water Sales Revenue." 

Treatment of Water Supply Issues. The 184 mgd Supply Assurance continues in existence in the WSA. 
The WSA includes an "Interim Supply Limitation" which limits the amount of water delivered to the Retail 
Customers and Wholesale Customers from the SFPUC watersheds to 265 mgd through 2018. See "FUTURE 
WATER DEMAND AND SUPPLY." Under the Interim Supply Limitation, Retail Customers will receive up to 81 
mgd and the Wholesale Customers will receive up to 184 mgd from the Regional Water System. 

Status of San Jose and Santa Clara. The Cities of San Jose and Santa Clara retain their temporary, 
interruptible status. The SFPUC agrees to supply a combined annual average of nine mgd to the two cities through 
2018. The nine mgd allocated to San Jose and Santa Clara is not a part of the Supply Assurance, but is included 
within the wholesale portion of the Interim Supply Limitation of 184 mgd. 

The WSA requires the SFPUC to prepare and consider "Water Supply Development Reports" in the years 
2010 through 2017. The annual Water Supply Development Reports are to be based on water projections and work 
plans for achieving the Interim Supply Limitation in retail and wholesale service areas. If the Water Supply 
Development Reports show that the Interim Supply Limitation will not be met by .June 30, 2018 as a result of 
Wholesale Customer use in excess of 184 mgd, the SFPUC may issue a 5-year conditional notice of interruption or 
reduction in supply of water to San Jose and Santa Clara, at which point the SFPUC will prepare a new analysis of 
water supply that will be used by the Department of City Planning in preparing any necessary documentation under 
the California Environmental Quality Act ("CEQA") on the impacts of interrupting or reducing service to San Jose 
and Santa Clara. The notice of interruption or reduction in supply would be rescinded if subsequent Water Supply 
Development Reports show that sufficient progress has been made toward meeting the Interim Supply Limitation by 
June 30, 2018. The 2015 Water Supply Development Report recommended against issuing a conditional 5-year 
notice of interruption or reduction in supply of water to San Jose and Santa Clara, as projections show that there will 
be adequate supplies to meet these customers' needs through 2018 and beyond. 

47 
OHSUSA:765313558.9 



To establish a water supply planning framework for the planning period of2019 through 2040, the SFPUC 
developed the 2040 Water Management Action Plan ("WaterMAP"). The WaterMAP provides necessary 
information to address key water supply decisions, including the options the SFPUC should consider in making San 
Jose and Santa Clara permanent customers of the Regional Water System. See "-2018 Water Supply Decisions" 
below. 

Creation of Transfer Market. The WSA contemplates the creation of a water· transfer market that 
enhances the Wholesale Customers' ability to keep purchases within the amounts of their respective Interim Supply 
Allocations (as defined in the Indenture). These transfers would remain in effect until rescinded by the transferring 
parties, and otherwise continue in force until December 31, 2018. In addition, Wholesale Customers may agree to 
the permanent transfer of portions of their Individual Supply Guarantees, their share of the 184 mgd Supply 
Assurance. All such transfers are subject to SFPUC approval regarding operational and Raker Act concerns. 

Enforcement of Interim Supply Limitation. Commencing in Fiscal Year 2011-12, the SFPUC established 
a volume-based "Environmental Enhancement Surcharge" to enforce the Interim Supply Limitation. The 
Environmental Enhancement Surcharge would apply only if combined retail and wholesale water deliveries from the 
Regional Water System watersheds exceed 265 mgd. Environmental Enhancement Surcharge proceeds will be 
placed in a restricted reserve fund to be used only for specific environmental restoration and enhancement measures 
in the SFPUC's Sierra and local watersheds, such as those identified in the Watershed Environmental Improvement 
Program. Specific restoration and enhancement projects would be selected by the SFPUC and BA WSCA, following 
input from environmental stakeholders and other interested members of the public. No surcharges have been 
imposed, and as discussed above, it appears unlikely that any surcharges will be imposed through 2018. 

Other Significant Provisions. The WSA also contains the following provisions: 

• · The SFPUC agrees to operate system reservoirs in a manner that assigns higher priority to the 
delivery of water to the Bay Area and the environment than to generation of hydroelectric 
power. 

• The "Shortage Allocation Plan," which establishes an allocation of water between the Retail 
Customers and Wholesale Customers to be applied during ·droughts, and governs drought 
shortages of up to 20%. 

• Drought pricing and emergency rate increases are allowed. 

2018 Water Supply Decisions. Subject to completion of necessary CEQA review and the exercise of 
retained discretion by the SFPUC to reject or modify proposed projects, the WSA requires the SFPUC to make 
several decisions by December 31, 2018 as follows: 

• Whether to make San Jose and Santa Clara permanent customers to the extent that the SFPUC 
determines that long-term Regional Water System supplies are available. 

• Whether to provide water in excess of the Supply Assurance to meet the Wholesale 
Customers' projected future water demands until the year 2030, and whether to offer a 
corresponding increase in the Supply Assurance. 

Through the WaterMAP, the SFPUC addresses how to meet new demands that may occur should San Jose 
and Santa Clara become permanent customers. 

Converting San Jose and Santa Clara to permanent, non-interruptible customers would require the SFPUC 
to secure 9 to 14.5 mgd of additional water supply, reflecting historic and projected demand estimates. As·noted 
above, San Jose and Santa Clara are currently temporary customers with an interruptible status. The SFPUC will 
continue to meet the two cities' demands up to 9 mgd through 2018, but may issue a conditional five-year notice of 
termination or reduction in supply to San Jose and Santa Clara if water use by the Wholesale Customers is projected 
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to exceed 184 mgd before June 30, 2018. Development of additional supplies would be necessary to offer San Jose 
and Santa Clara permanent status. 

Cumulatively, Wholesale Customer purchase request projections through 2040 are expected to be lower 
than the existing 184 mgd Supply Assurance. However, there are some individual Wholesale Customers whose 
future purchase requests are projected to exceed their respective Individual Supply Guarantees, including East Palo 
Alto, Purissima Hills Water District, and Burlingame. By 2040, an additional supply of up to 1.78 mgd could be 
needed to meet the projected purchase requests, above the amount of their combined Individual Supply Guarantees. 
At this time, however, only East Palo Alto has requested that the SFPUC consider.additional supply options to meet 
their projected demand increase in the planning horizon. Therefore, an additiOnal supply request of up to 1.5 mgd is 
being considered at this time. However the SFPUC will co.ntinue dialogue with each of these Wholesale Customers 
as planning progresses. In addition, as noted above, interruptible customers San Jose and Santa Clara anticipate an 
additional demand of 5.5 mgd by 2040, over their prior purchases of 9 mgd from the Regional Water System. 
Inclusive of these anticipated demands, on a cumulative basis, the Wholesale Customer purchase requests through 
2040 are expected to be 179.9 mgd by 2040, lower than the 184 mgd Supply Assurance. 

Although demands are expected to be low enough to accommodate individual increases in demand and the 
demands of San Jose and Santa Clara through 2040, East Palo Alto's projected increase of 1.5 mgd in demand and 
San Jose and Santa Clara's combined demand of up to 14.5 mgd by 2040 are not reflected in the Individual Supply 
Guarantees allocated to the existing Wholesale Customers. Therefore, the SFPUC plans to develop a water supply 
program that will enable it. to continue to meet its commitments and responsibilities to the Wholesale Customers and 
Retail Customers, consistent with the WSA and SFPUC's priorities. This program will be outlined later in 2016 and 
evaluated further for decision by the SFPUC. 

For a more detailed summary of the WSA, see "APPENDIX B - SUMMARY OF CERTAIN 
PROVISIONS OF THE.WATER SUPPLY AGREEMENT." 

Individual Water Supply Contracts. While the WSA establishes the rate-setting mechanism and the 
overall supply assurance level for Wholesale Customers, each Wholesale Customer has an individual water supply 
contract with the City that defines the terms and conditions (including, among others, the point of delivery and 
service area) by which water is supplied to each such Wholesale Customer. 

Retail Deliveries 

Retail Service Area and Customer Base. The SFPUC's retail water customers include the residents, 
businesses and industries located within the corporate boundaries of the City. In addition to these customers, retail 
water service is also provided to other customers located outside of the City, such as the Town of Sunol, San 
Francisco International Airport, Lawrence Livermore Laboratory, Castlewood Country Club and Groveland 
Community Services District. All of the SFPUC's Retail Customers have been metered since 1916. 

Residential Water Use. Due to the moderate climate and the high density housing in the City, much of the 
water use within the City is indoors. For multi-family units, the average outdoor water use is considerably lower 
than the statewide residential outdoor average water use of 50% to 60%. Residential per capita water usage has 
been less than 50 gallons per person per day since 2011. 

Non-Residential Water Use. Non-residential water use includes all sectors of water users not designated as 
residential, such as manufacturing, transportation, trade, finance, and government employment sectors, and the large 
services sector. 
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Historic Water Sales and Top Customers 

Water Sales. The following table shows water sales to Retail Customers and Wholesale Customers for the 
five Fiscal Years 2011-12 through 2015-16. 

TABLE9 
HISTORIC WHOLESALE AND RETAIL WATER SALES 

FISCAL YEARS ENDED JUNE 30 
(INMGD) 

2016% 
2012 2013 2014 2015 2016 of Total 

Retail Customers 
Residential (I) 40.9 41.5 39.7 36.8 35.2 20.6% 
Commercial (I) 18.6 19.6 18.5 18.l 17.4 10.2 
Suburban Retail (I) 4.2 4.4 4.2 3.8 3.3 2.0 
Municipal <1l 3.2 3.7 3.6 2.8 3.0 1.8 
Industrial 0.2 0.2 0.2 0.2 0.2 0.1 
Docks & Shipping 0.0 0.0 0.0 0.1 0.0 0.0 

Retail water salest 67.1 69.4 66.2<2) 61.8(2) 59.2<2) 34.7% 

Wholesale Customers 
California Water Service 32.9 33.0 33.8 29.1 23.5 13.8% 
Hayward Municipal Water 15.6 15.5 15.2 13.6 12.2 7.2 
City of Palo Alto 11.4 11.3 11.3 9.6 8.2 4.8 
City of Sunnyvale 9.0 9.5 8.5 7.8 7.8 4.6 
City of Redwood City 9.0 9.3 9.1 8.0 7.1 4.2 
City of Mountain View 8.7 9.1 9.0 7.6 6.7 3.9 
Alameda County Water District 8.1 9.1 12.0 8.0 6.0 3.5 
City ofMilpitas 6.2 6.4 6.6 5.2 4.5 2.6 
City of Daly City 3.6 4.1 3.5 3.3 4.5 2.6 
City of San Jose 4.4 4.5 4.6 4.5 4.1 2.4 
All Other Wholesale Customers 31.5 32.0 31.9 27.4 23.3 13.6 

Wholesale water salest 144.4 147.9 149.7 128.0 111.4 65.3% 

Total water salest 211.4 217.4 215.9 189.8 170.5 100.0% 

% Change from prior year -1.1% 2.8% -0.7% -12.1% -10.2% 

t Totals may not add due to independent rounding. 
(I) The Municipal category includes the San Bruno Jail, a City department located outside San Francisco. San Francisco 

International Airport was historically included as Municipal customer, but has been restated as a Suburban Retail customer 
because water sales represent resale to its tenants and not for its own consumption. Treasure Island consumption was 
historically included as "Commercial," but has been restated as "Suburban Retail". because its water sales include both 
commercial and residential usage. 

<2l Reflects decline in water sales due to declaration of emergency by California Governor Jerry Brown in January 2014. 
Source: SFPUC Comprehensive Annual Financiai Report as of June 30, 2015 for Fiscal Years 2011-12 through 2014-15. 

SFPUC for Fiscal Year 2015-16. 

Wholesale and retail sales figures do not include "unaccounted for water". Unaccounted for water includes 
water delivery system leaks and water not billed or tracked in the system (i.e., water used for firefighting or flushing 
water system pipes). Unaccounted for water has averaged approximately 8% of retail sales per year over the last 
15 years. 

As shown in the table above, water sales remained relatively flat from Fiscal Year 2010-11 through Fiscal 
Year 2013-14, as moderate conservation practices compensated for a growing population and strong local economy. 
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Following the Governor's drought declaration in January 26-14, water sales dropped by over 12% from Fiscal Year 
2013-14 through Fiscal Year 2014-15, and by approximately 10% from Fiscal Year 2014-15 through Fiscal Year 
2015-16. See also "THE WATER ENTERPRISE- Current California Drought". 

Top Five Retail and Top Ten Wholesale Customers. The following table sets forth the top five Retail 
Customers and top ten Wholesale Customers based on water sales revenues for Fiscal Year 2014-15. 

TABLElO 
TOP FIVE RETAIL CUSTOMERS 

AND TOP TEN WHOLESALE CUSTOMERS 
FISCAL YEAR 2014-15 

Percent of Percent of 
Water Sales Percent of all Wholesale Retail 

Revenu.e Water Customer Customer 
(In Thousands) Revenues Revenues<1> Revenues<1> 

Retail Customers 
San Francisco International Airport <2> $ 3,095 0.8% NIA 1.6% 
NASA Shared Services Center, LLC 1,484 0.4 NIA 0.8 
Parkmerced Investors Properties, LLC . 1,393 0.3 NIA 0.7 
University of California San Francisco 1,100 0.3 NIA 0.6 
Recreation and Parks Department 878 0.2 NIA 0.5 

Total: $ 7,950 2.0% NIA 4.1% 

Wholesale Customers 
Calif. Water Service Company $ 46,911 11.6% 22.4% NIA 
Hayward Muni Water System 21,475 5.3 10.3 NIA 
Alameda County Water District 15,743 3.9 7.5 NIA 
City of Palo Alto 15,743 3.9 7.5 NIA 
City ofRedwood City 13,213 3.3 6.3 NIA 
City of Sunnyvale 12,885 3.2 6.2 NIA 
City of Mountain View 12,407 3.1 5.9 NIA 
City ofMilpitas 8,612 2.1 4.1 NIA 
BSD/San Jose Muni Water System 7,185 1.8 3.4 NIA 
Estero Municipal Improvement District 6,384 1.6 3.1 NIA 

Total: $160,558 39.7% 76.7% NIA 

(l) Percentages based on total Wholesale Revenues of$209,251 and total Retail Revenues of$195,089. 
<2l Represents water sales to custorriers through the City enterprise fund for San Francisco International Airport, which is paid 

through the City's inter-departmental billing system. 
Source: SFPUC Customer Care & Billing System. 

Current California Drought 

The recent drought of2012-2015 represents the driest sequence in the hydrologic record. The SFPUC and 
its customers have been conserving for the last three years. 

On January 17, 2014, California Governor Jerry Brown issued a State of Declaration of Emergency for 
California due to drought and severe water supply conditions in various parts of the State. On January 31, 2014, the 
SFPUC issued a press release asking all customers of its Retch Hetchy Regional Water System, including its 
residential, commercial, industrial and municipal Retail Customers, as well as the Wholesale Customers, to 
voluntarily reduce water consumption by at least 10%. In June 2015, the.SWRCB imposed restrictions to achieve a 
statewide reduction of 25% from 2013 water derriand. All water utilities within the SFPUC service area were 
assigned a water use reduction requirement ranging from 8% to 36%. In June 20l(the SWRCB replaced the water 
use reduction requirement with a self-certification process that allows for water ·utilities to implement water use 
restrictions based on their ability to meet average annual 2013-14 demand with a repeat of Water Year 2014-15 
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hydrology. In June 2016, the SFPUC certified that it had the requisite supplies to serve all of its Retail and 
Wholesale Customers without any additional reductions. However, as a precaution, the SFPUC has continued to ask 
for a voluntary 10% reduction from average annual 2013 water demand in its service area in order to maintain 
carryover storage in its reservoir in the event next year is dry. 

A combination of Water Bank (as defined herein) drawdowns in New Don Pedro Reservoir, managing 
storage and reduced customer demand contributed towards the SFPUC effectively managing Water Year 2016 (a 
Water Year is the period of October 1 of the prior year through September 30 of the year in question). Retch Hetchy 
Reservoir was filled to up to 100%.ofcapacity toward the end of the Water Year 2016 snowmelt runoffperiod (the 
end of the run off occurred on mid-June 2016). See "WATER FACILITIES - Water Storage." 

Table 12 herein shows storage levels as of August 7, 2016. Total Water System storage levels would 
normally be at approximately 89.1% of Total Water System storage capacity as of this date. The level as of 
August 7, 2016 was approximately 81.9% of Total Water System storage capacity. The drawdown of the Water. 
Bank during Water Year 2015 primarily accounts for this lower than normal storage level. In addition, the current 
storage level of Calaveras Reservoir, the largest of the local storage facilities, is about one~third of its capacity due 
to the construction underway as part of the Calaveras Dam Replacement Project. See "WATER FACILITIES -
Water Storage - System Storage Capacity" and "CAPITAL IMPROVEMENT PROGRAM - Water System 
Improvement Program." 

As compared to the same period in Water Year 2015, precipitation conditions have improved in Water Year 
2016 through June 2016. As shown in the following graph, precipitation is now above the median. 
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GRAPHl 
PRECIPITATION AT RETCH HETCHY-WATER YEAR2016 

Source: SFPUC. 
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GRAPH2 
PERCENTAGE OF MEDIAN APRIL 1 SNOWPACK CONDITIONS 
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Source: SFPUC. 

Curtailment Actions by the State Water Resources Control Board 

The SWRCB sought to curtail the exercise of water rights in 2014 and 2015 in response to the drought. In 
2014, the SWRCB enacted emergency regulations for the 'purpose of curtailing the exercise of junior, post-1914 
water rights. The City was not impacted as it relies on senior, pre-1914 water rights to divert water from the 
Tuolumne River. In 2015, the SWRCB again sought to curtail the exercise of water rights, but without the authority 
provided by emergency regulations. Instead, the SWRCB issued curtailment notices to thousands of water right 
holders across the State, including senior, pre-1914 water right holders, and subsequently prosecuted several 
enforcement proceedings. The City's water rights were never curtailed. The City did, however, participate in one of 
the enforcement proceedings - the Administrative Civil Liability complaint against Byron-Bethany Irrigation 
District ("BBID")- in order to challenge the SWRCB's assertion of jurisdiction over pre-1914 water rights. The 
SWRCB ultimately concluded the prosecution team had failed to carry its burden, and thus, dismissed the 
enforcement proceeding against BBID on the merits. However; the SWRCB reached the jurisdictional issue and 
concluded that it may exercise its enforcement authority against a pre-1914 water right holder if water is unavailable 
under the diverter's priority of right. The San Joaquin Tributaries Authority ("SJTA"), a joint powers authority 
comprised of five member agencies, including the City, plans to seek writ relief of the SWRCB's order. The City 
believes that the SWRCB's order in the BBID enforcement proceeding is inconsistent with established appellate 
case law. The SFPUC is unable to predict whether future SWRCB initiatives to curtail the exercise.of pre-1914 
water rights might affect water supplies available to the SFPUC. 

Potential Impact of Climatic Change 

The issue of climate change has become an important factor in water resources planning in the State, and is 
being considered during planning for the Water Enterprise. There is evidence that increasing concentrations of 
greenhouse gases have caused and will continue to cause a rise in temperatures around the world, which will result 
in a wide range of changes in climate patterns. Moreover, there is evidence that a warming trend occurred during 
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the latter part of the 20th century and will likely continue through the 2lst century. These changes will have a direct 
effect on water resources in the State, and numerous studies on climate and water in the State have been conducted 
to determine the potential impacts. Based on these studies, global warming could result in the following types of 
water resources impacts in the State, including impacts on the Water Enterprise and associated watersheds: 

• Reductions in the average annual snowpack due to a rise in the snowline and a shallower snowpack in 
the low- and medium-elevation zones, such as in the Tuolumne River basin, and a shift in snowmelt 
runoffto earlier in the year; 

• Changes in the timing, intensity, and annual variability of precipitation, and an increased amount of 
precipitation falling as rain instead of as snow; . 

• Long-term changes in watershed vegetation and increased incidence of wildfires that could affect water 
quality; 

• Sea level rise and an increase in saltwater intrusion into groundwater basins; 

• Increased water temperatures with accompanying adverse effects on some fisheries and water quality; 

• Increases in evaporation and concomitant increased irrigation needs; and 

• Changes in urban water demand. 

However, other than the general trends listed above, there is no clear scientific consensus on exactly how 
global warming will quantitatively affect SFPUC or State water supplies. 

The SFPUC staff performed an initial evaluation of the effect on the Regional Water System of a 
1.5-degree Celsius (0 C) temperature rise between 2000 and 2025. The temperature rise of 1.5°C is based on a 
consensus among many climatologists that this level of warming is likely to occur by 2025. The evaluation predicts 
that' an increase in temperature of l .5°C will raise the snowline approximately 500 feet. The elevation of the 
watershed draining into Retch Hetchy Reservoir ranges from 3,800 to 12,000 feet above mean sea level, with about 
87% of the watershed area above 6,000 feet. In 2000 (a normal hydrologic year in the 82-year period of historical 
record), the average snowline in this watershed was approximately 6,000 feet during the winter months. Therefore, · 
the SFPUC evaluation indicates that a rise in temperature of l.5°C between 2000 and 2025 will result in less or no 
snowpack between 6,000 and 6,500 feet and faster melting of the snowpack above 6,500 feet. Similarly, a 
temperature rise of l.5°C between 2025 and 2050 will result in less or no snowpack between 6,500 and 7,000 feet 
and faster melting of the snowpack above 7,000 feet. The SFPUC projects that the impact of such temperature rise 
on the water supply would be within the natural variability experienced by the Regional Water System. 

The SFPUC climate change modeling indicates that, on average, about 7% of the runoff currently draining 
into Retch Hetchy Reservoir will shift from the spring and summer seasons to the fall and winter seasons in the 
Retch Hetchy basin by 2025. This percentage is within the current interannual variation in runoff and is within the 
range accounted for during normal runoff forecasting and existing reservoir management practices. The additional 
change between 2025 and 2030 is not expected to be detectible. The predicted shift in runofftiming is similar to the 
results found by other researchers modeling water resource impacts in the Sierra Nevada due to warming trends 
associated with climate change. 

Based on these preliminary studies and the results of literature reviews, the potential impacts of global 
warming on the Water Enterprise are not expected to materially affect water system operations through 2030. 
SFPUC hydrologists are involved in ongoing monitoring and research regarding climate change trends and will 
continue to monitor the changes and predictions, particularly as these changes relate to water system operations and 
management of the Water Enterprise. The SFPUC has developed a workplan to further advance its research on the 
effects of climate change on the Water Enterprise. 
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Proposals to Restore Retch Hetchy Valley 

Some environmental organizations advocate for the removal of Retch Retchy Reservoir and the restoration 
of Retch Retchy Valley. For example, an initiative ordinance entitled the "Water Sustainability and Environmental 
Restoration Planning Act of2012" qualified for the November 2012 City ballot with support from an organization 
called "Restore Retch Retchy" and would have required the City to identify alternative sources of water and, subject 
to certain additional conditions, end its use of Retch Retchy Reservoir. This initiative was rejected by 
San Francisco voters. 

There have been previous studies that examined prior proposals to remove Retch Retchy Reservoir. For 
example, the California Department of Water Resources and the California Department of Parks and Recreation 
issued a comprehensive report and concluded that it does appear technically feasible to restore Retch Retchy valley, 
but expressed caution about the financial feasibility. The study estimated that the total cost for such a project would 
range from nearly $3 billion to $10 billion. The planning effort alone, they concluded, would take up to ten years to 
c;:omplete and would cost an additional $65 million dollars. 

On April 21, 2015, Restore Retch Retchy filed a complaint against the City in Tuolumne County Superior 
Court. The complaint was served on the City on April 29, 2015. Under California Constitution Article X, Section 2 
("Section 2"), which dates back to 1928, the right to water from any natural 'water course is limited to such water as 
is reasonably required for the beneficial use to be served, and does not ext.end to the waste or unreasonable use, 
method of use or method of diversion of such water. The complaint alleged that the SFPUC's operation of Retch 
Retchy Reservoir is an "unreasonable method of diversion of water" because of the O'Shaughnessy Dam's location 
within a national park. The complaint sought a declaratory judgment on that point, and an order requiring the City 
to prepare "a written plan detailing alternative reasonable methods of diversion" of its Tuolumne River water rights, 
.including "a component for modifying or removing the O'Shaughnessy Dam" (with the effects described above). 

The City prevailed in a motion to dismiss the complaint for failure to state a cause of action. The Superior 
Court's April 28, 2016 order of dismissal held that the suit is preempted under federal law (the 1913 Raker Act), and 
further that the statute of limitations had passed for challenges to the reasonableness of the City's method of 
diversion of water at Retch Retchy under Section 2. Restore Retch Retchy intends to file a notice of appeal at the 
5th District Court of Appeal in Fresno, California. The City believes the legal assertions and claims in the complaint 
are without merit and unprecedented under Section 2 and will continue to defend the suit. 

The SFPUC is unable to predict whether any similar initiatives, or similar federal or state legislation, 
might be approved by the voters or adopted by legislative bodies in the future, or the potential impact of such efforts 
on the SFPUC or the Water Enterprise. 

WATER FACILITIES 

General 

The facilities of the Water Enterprise consist of Regional Water System facilities and In-City Distribution 
System facilities. The Regional Water System evolved through the development of two separate water systems: the 
Spring Valley Water Company and the Retch Retchy Project. 

• The Spring Valley Water Company was established in 1858, developing a spring and several creeks 
into a local water system. It expanded over the years with the construction of Pilarcitos Reservoir, 
followed by San Andreas Reservoir, Upper Crystal Springs Reservoir and Lower Crystal Springs Dam, 
all on the Peninsula in San Mateo County. Later the company extended its system to ·additional 
sources on Alameda Creek in Alameda County and expanded its service area to include additional 
Peninsula and South Bay customers. The City acquired the focal supplies and retail distribution system 
of the Spring Valley Water Company in 1930. 

• Following enactment of the Raker Act in 1913, the City was able to proceed with plans to develop its 
own water supply system. The construction of the Retch Retchy Project began in earnest in 1914, and 
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after almost twenty years of construction, including building of O'Shaughnessy Dam and required 
transmission system, Sierra Nevada water began flowing into the local distribution system in 1934. 
The Hetch Hetchy Project is operated as a combined water. storage ·and conveyance and electric 
generation and transmission system. The Water Enterprise and the Power Enterprise coordinate 
operation of the Hetch Hetchy Project to ensure reliable utility services are provided by the combined 
system. Pursuant to State statute, the Charter and the terms of the WSA, the SFPUC operates the 
Hetch Hetchy Project pursuant to a "water first" policy to optimize the reliability and quality of its 
water deliveries and ensure that hydroelectric generation does not cause any reasonably anticipated 
adverse impact on water service. Power is generated when water is delivered to meet water system 
operational requirements. 

See "THE WATER ENTERPRISE - Water Rights and Related Proceedings." 

Since the 1930s, the major additions to the SFPUC's water system have included the rmsmg of 
O'Shaughnessy Dam at Hetch Hetchy Reservoir and the development of Lake Lloyd Reservoir, the construction of 
additional pipelines across the San Joaquin Valley, and the local construction of San Antonio Reservoir in Alameda 
County and the Bay Division Pipelines 2, 3 and 4. Other local projects included Crystal Springs Pipeline No. 3, 
Sunol Valley and San Andreas Filtration Plants, and the Crystal Springs Bypass Tunnel and Balancing Reservoir. 
The SFPUC has completed several WSIP projects including the Irvington Tunnels 1 and 2, Bay Division Pipeline 5, 
and a new tunnel under San Francisco Bay between Newark in Alameda County and East Palo Alto in San Mateo 
County that replaced the transbay portion of Bay Division Pipelines 1 and 2. 

The Regional Water System is geographically delineated between the Hetch Hetchy Project and the Bay 
Area water system facilities. 

• The Hetch Hetchy Project is generally comprised of the reservoirs, hydroelectric generation and 
transmission facilities, and water transmission facilities from Hetch Hetchy Reservoir west to the 
Alameda East Portal of the Coast Range Tunnel in Sunol Valley. 

• The Bay .Area water system is generally comprised of the facilities west of Alameda East Portal and 
includes the Alameda and Peninsula watershed reservoirs, two water treatment plants and the 
conveyance system that delivers water to the SFPUC's Retail Customers and Wholesale Customers. 

Water Conveyance and Distribution 

Regional Water System. The Regional Water System comprises three regional water supply and 
conveyance systems: the Hetch Hetchy System; the Alameda System; and the Peninsula System (as herein defined). 

·Hetch Hetchv System. In the Hetch Hetchy System, water is diverted from Hetch Hetchy 
Reservoir into a series of tunnels and aqueducts from the Sierra Nevada to the San Joaquin Pipelines that 
cross the San Joaquin Valley to the Coast Range Tunnel (collectively, the "Hetch Hetchy System") which 
connects to the Alameda system at the Alameda East Portal. 

Alameda System. The "Alameda System'.' includes two reservoirs, San Antonio Reservoir and 
Calaveras Reservoir, which collect water from the upper Alameda and San Antonio Creek watersheds in 
Alameda County plus conveyance facilities connecting the Hetch Hetchy System and Alameda water 
sources to the Peninsula System. These conveyance facilities include pipelines known as the Alameda 
Siphons that connect the Coast Range Tunnel to Irvington Tunnels 1 and 2. 

Irvington Tunnels 1 and 2 supply the five Bay Division Pipelines that cross the South Bay Area to 
the Peninsula System. Bay Division Pipelines 1, 2 and 5 connect with the recently completed Bay Tunnel 
on opposite sides of the San Francisco Bay near the Dumbarton Bridge. The Bay Tunnel itself runs 
beneath the floor of the San Francisco Bay. Bay Division Pipelines 3 and 4 traverse the southerly edge of 
the San Francisco Bay delivering water to SFPUC customers along the way. All five pipelines. reconnect 
near the inlet to the Pulgas Tunnel on the Peninsula. 
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The Sunol Valley Water Treatment Plant filters and disinfects water supplied from San Antonio 
and Calaveras Reservoirs, and, when necessary, water from the Sierra Nevada. 

A turnout from the South Bay Aqueduct of the California State Water Project (the "State Water 
Project") can supply limited supplementftl water to San Antonio Reservoir. However, the SFPUC 
currently possesses no entitlements to water from the State Water Project. 

Peninsula System. Two reservoirs, Crystal Springs and San Andreas, collect runoff from the 
San Mateo Creek watershed. Water from Pilarcitos Reservoir, on Pilarcitos Creek, serves one of the 
Wholesale Customers, the Coastside County Water District (which includes the City of Half Moon Bay), 
directly and can also deliver water to Crystal Springs and San Andreas Reservoirs. Water delivered from 
the Bay Division Pipelines in excess of Peninsula System and in-City demands spills into Crystal Springs 
and San Andreas Reservoirs. The Harry Tracy Water Treatment Plant filters and disinfects water supplied 
from Crystal Springs and San Andreas Reservoirs before it is delivered to Peninsula customers and the 
In-City Distribution System. The "Peninsula System" includes conveyance facilities connecting the Bay 
Division Pipelines to the In-City Distribution System and to other SFPUC customers on the Peninsula. 

In-City Distribution System. The_ City's retail water supply is delivered to the City in several major 
pipelines. Water to the east side of the In-City Distribution System is fed by two pipelines that terminate at 
University Mound. Water to the west side of the In-City Distribution System is fed by two pipelines that terminate 
at Sunset Reservoir and one that terminates at Merced Manor Reservoir. The In-City Distribution System to homes 
and businesses in the City is comprised of 1,235 miles of pipeline. 

Summary.of System Facilities. The Regional Water System and the In-City Distribution System facilities 
are summarized below. 

Pipelines 
Tunnels 
Pump Stations 
Reservoirs and/or WaterTanks 
Treatment Plants 

Source: SFPUC, Water Enterprise. 

Water Treatment 

TABLE 11 
SUMMARY OF SYSTEM FACILITIES 

Regional Water System 
389 miles 
74.5 miles 

5 
11 reservoirs 

.3 

In-City Distribution System 
1,235 miles 

None 
24 

11 reservoirs/8 water tanks 
·None 

Hetch Hetchy Water. Retch Hetchy Reservoir is the largest unfiltered water supply on the West Coast and 
one of only a few large unfiltered municipal water supplies in the nation. The water originates from spring 
snowmelt flowing down the Tuolumne River to Retch Hetchy Reservoir, where it is stored. 

This water source is located in the well-protected Yosemite National Park and the High Sierra region. This 
area meets or exceeds all federal and State criteria for watershed protection. The water originating from Retch 
Hetchy Reservoir is protected in pipes and tunnels as it is conveyed to the Bay Area, an:d requires pH adjustment to 
control pipeline corrosion and disinfection for bacteria control. Based on the SFPUC's disinfection treatment 
practice, extensive bacteriological-quality . monitoring, and high-operational standards, the · United 
States Environmental Protection Agency (the "EPA") and the State of California Department of Health Services 
have determined that the Retch Hetchy water source meets federal and State drinking water quality requirements 
without filtration, and thus the SFPUC is not required to filter water from Retch Retchy Reservoir. For further 
discussion of the State and federal regulatory requirements affecting the Water Enterprise, see "REGULATORY 
MATTERS." 
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The Tesla Treatment Facility, a key component of the WSIP, enhances high water quality through 
ultraviolet ("UV") treatment. The Tesla Treatment Facility was officially dedicated in July 2011, following two 
years of construction. The facility uses UV light to disinfect Retch Hetchy water to meet new federal requirements 
to control the waterborne parasite Cryptosporidium, and is among the largest drinking-water UV disinfection 
facilities in North America. In the same location, a new chlorine disinfection station constructed to meet current fire 
and earthquake safety standards replaced the old station, which was built in 1937.. See "CAPITAL 
IMPROVEMENT PROGRAM - Water System Improvement Program" and "APPENDIX C - WATER SYSTEM 
IMPROVEMENT PROGRAM." 

Local Water. All water derived from sources other than Retch Hetchy Reservoir requires filtration and is 
currently treated at one of two treatment plants: the Sunol Valley Water Treatment Plant ("SVWTP") and the Harry 
Tracy Water Treatment Plant ("HTWTP"). Major upgrades of these two facilities have been completed as part of 
the WSIP. See "CAPITAL IMPROVEMENT PROGRAM - Water System Improvement Program" ·and 
"APPENDIX C - WATER SYSTEM IMPROVEMENT PROGRAM." 

Sunol Valley Water Treatment Plant. The Sunol Valley Water Treatment Plant treats all water from the 
two reservoirs in the Alameda System, Calaveras and San Antonio. SVWTP has a capacity of 160 mgd. Treatment 
processes at SVWTP include coagulation, flocculation, sedimentation, filtration, and disinfection. Fluoridation, 
chloramination and corrosion control treatment are provided for the combined Retch Hetchy Project and SVWTP 
water at the chloramination and fluoridation facilities in Sunol. SVWTP also filters Retch Hetchy water on the 
occasions when the Sierra supply does not meet required drinking water standards. 

The Sunol Valley Water Treatment Plant Expansion and Treated Water Reservoir Project added a fifth 
sedimentation basin to increase reliable capacity, retrofitted existing filters, and created a 17.5 million gallon 
circular treated water reservoir as it leaves the plant. The project included other new connections and facilities that 
enable the plant to treat enough water to meet basic customer demands alone for up to 60. days after a major 
earthquake in conjunction with other facilities. These improvements helped increase delivery reliability and water 
quality. · 

Harry Tracy Water Treatment Plant. The Harry Tracy Water Treatment Plant primarily treats water from 
the Peninsula System reservoirs and has a peak capacity of 140 mgd and a sustainable capacity of 120 mgd. 
Treatment processes at the HTWTP include ozonation, coagulation, flocculation, filtration, disinfection, 
fluoridation, corrosion control treatment and chloramination. 

Updates to the HTWTP included the addition of filters, upgrades to various systems, construction of a new 
treated water reservoir, and seismic retrofits of critical process units. As a result of the upgrades, the HTWTP has 
improved its delivery reliability and can now achieve a sustained capacity of 140 mgd for at least 60 days and 
provide 140 mgd within 24 hours following a seismic event on the San Andreas Fault. 

Water Storage 

Up-Country Storage. The majority of the water delivered by the SFPUC is supplied by runoff from the 
·upper Tuolumne River watershed on the western slope of the central Sierra Nevada. Three major reservoirs collect 
runoff: Retch Hetchy Reservoir, Lake Lloyd Reservoir, and Lake Eleanor Reservoir. 

Water stored in Retch Hetchy Reservoir is also used for hydroelectric generation and released downstream 
to satisfy instream flow requirements. Normally, only Retch Hetchy Reservoir supplies water exported to the Bay 
Area for municipal and industrial uses. Releases from Lake Eleanor Reservoir and Lake Lloyd Reservoir are used to 
satisfy instream flow requirements, satisfy the Districts' Raker Act entitlements and produce hydroelectric power. 

Downstream of the Retch Hetchy System on the Tuolumne River is the New Don Pedro Project, owned 
and operated by the Districts. The New Don Pedro Project includes a dam that impounds the Tuolumne River, 
creating the New Don Pedro Reservoir, also owned by the Distri.cts. The City helped fund the original construction 

·of the New Don Pedro Project in exchange for eliminating the City's flood control responsibility and establishing a 
water bank account (the "Water Bank") allowing the SFPUC to receive water credits for advanced releases from 
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the Retch Retchy Project to the New Don Pedro Reservoir to meet the Districts' downstream requirements. Water 
Bank storage space in New Don Pedro Reservoir is integrated into Water System operations. 

Certain water stored in New Don Pedro Reservoir is credited to the City's Water Bank, which allows the 
City to meet its Raker Act water obligations to the Districts and divert water supply from Retch Retchy Reservoir to 
the Bay Area. 

Local Storage. On the San Francisco Peninsula, the SFPUC uses Crystal Springs Reservoir, San Andreas 
Reservoir and Pilarcitos Reservoir located in San Mateo County to capture local watershed runoff. In the Alameda 
Creek watershed (Alameda County), the SFPUC manages Calaveras Reservoir and San Antonio Reservoir. In 
addition to using these facilities to capture runoff, San Andreas, San Antonio and Crystal Springs reservoirs also 
provide storage for Retch Retchy Project diversions, and, along with Calaveras Reservoir, serve as a water supply 
delivery facility in the event of an interruption to Retch Retchy Project deliveries. 

Dam Supervision. Eighteen dams under the jurisdiction of the SFPUC are presently licensed and regulated 
by the California Department of Water Resources' Division of Safety of Dams ("DSOD"). The SFPUC's Calaveras 
Dam is currently operating under DSOD-imposed restrictions. See "REGULATORY MATTERS - Dam Licensing 
and Safety Issues." 

System Storage Capacity. The following table summarizes the regional water system reservoirs within the 
Water Enterprise. 

TABLE 12 
REGIONAL WATER SYSTEM STORAGE CAPACITY 

(AS OF JULY 1, 2016) 

Current Maximum Available Percent of 
Storage Storage Capacity Maximum 

Reservoir (Acre-Feet) (Acre-Feet) (Acre-Feet) Storage 
Tuolumne Storage 

Retch Retchy 360,558 360,360 Full 100.0% 
Cherry 271,531 273,340 1,809 99.3 
Lake Eleanor 26,630 27,100 470 98.3 

Water Bank 418,204 570,000 151,796 73.4 
Tuolumne Storage 1,076,923 1,230,800 154,075 87.5% 

Local Storage 
Calaveras 35,932 96,824(!) 60,892 37.1% 
San Antonio 42,323 50,496 8,173 83.8 
Crystal Springs 54,130 58,377 4,247 92.7 
San Andreas 17,913 18,996 1,803 94.3 

Pilarcitos 2,657 2,995 338 88.7 
Total Local Storage 152,955 227,688 74,733 67.2% 

Total Regional Water System 1,229,878 1,458,488 228,808 84.3% 

(l) As ofJuly 1, 2016, the restricted water storage volume for Calaveras Reservoir is 96,670 acre-feet, for a Total Local Storage 
of227,534 acre-feet and a Total Regional Water System storage of 1,458,334 acre-feet. 

Source: SFPUC. 

In-City Storage. The Water Enterprise's in-City reservoirs and storage tanks have the capacity to hold 
approximately 412.8 million gallons, or 1,267 acre-feet. The Water Enterprise estimates this capacity to be an 
approximate five-day supply at the current average rate of consumption for the City. In-City reservoirs that are also 
terminal reservoirs for the Regional Water System moderate flow peaking for the Regional Water System, and water 
stored in them can be conveyed back to ·the San Francisco Peninsula. 
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The following table summarizes the in-City reservoirs and storage tanks maintained by the Water 
Enterprise. 

TABLE 13 
IN-CITY DISTRIBUTION SYSTEM POTABLE WATER STORAGE CAPACITY 

Reservoir 
Sunset<1l 
University Mound(!)· 
Sutro 
Summit 
College Hill 
Stanford Heights 
Merced ManorOl 
Lombard 
Potrero 
Storage Tanks 

Total 

Millions of Gallons 
176.7 
140.9 
31.4 
14.0 
13.5 
12.9 
9.5 
2.7 
1.0 

10.2 
412.8 

(I) Terminal reservoirs for the Regional Water System. 
Source: SFPUC, Water Enterprise 

In ·addition, there is an emergency supply of existing non-potable water immediately available within the 
City at Lake Merced .. Lake Merced currently holds approximately 1.5 billion gallons or 4,603.3 acre-feet. 

Physical Condition of Certain Facilities 

Certain of the Water Enterprise's facilities are near the end of their useful life. Long-lived facilities result 
in decreased reliability due to unplanned outages and place a greater maintenance burden on SFPUC operations. In 
addition, the vulnerabilities of the Regional Water System are increased by its linear nature and lack of or limited 
redundancy. Outages at critical points could disrupt delivery to large portions of the Regional Water System. See 
"RISK FACTORS - Risks Related to Water Enterprise Facilities and Operations." 

Built between 1917 and 1925, Mountain Tunnel extends 19.2 miles from Early Intake Dam to Priest 
Reservoir. The lower 12 miles are lined. The lining shows s.igns of deterioration which will likely increase over 
time. The risk of failure of Mountain Tunnel, defined as a loss of 25% carrying capacity, is currently low but will 
increase over time. Failure could cause up to six or more months of water supply disruption and would have a 
significant impact on the .Retch Hetchy water system ("Hetch Hetchy Water") operations. See "CAPITAL 
IMPROVEMENT PROGRAM- Mountain Tunnel." 

The Coast Range Tunnel is a 26-mile long tunnel running from Tesla Portal to the Alameda East Portal and 
was put into operation in 1934. It was inspected in January 2015 after having been last inspected in 1995. The 

· recent inspection revealed that the tunnel ·is still in good condition, with little change noted since the 
1995 inspection. The original Irvington Tunnel was also inspected in winter 2015 and was also found to be in good 
condition. 

The WSIP was designed in part to reduce vulnerability of the Regional Water System and increase 
reliability of the system to deliver water by improving redundancy needed to accommodate planned outages for 
maintenance and unplanned outages resulting from facility failure. The WSIP was not designed to replace or 
upgrade the entire water system. Repair or replacement of Mountain Tunnel as well as the replacement, 
rehabilitation and repair of water transmission pipelines and other Regional Water System and in-City facilities are 
included in the SFPUC's Ten-Year Capital Plan. See "CAPITAL IMPROVEMENT PROGRAM" and 
"APPENDIX C- WATER SYSTEM IMPROVEMENT PROGRAM." 
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Seismic Hazards 

The Hetch fletchy Project is located largely in Yosemite N!!.tional Park, one of the most stable seismic 
zones in the State, and there are no known major faults in the area. The Water Enterprise's distribution and 
transmission systems and its customers are, however, located in seismically active regions of the State. The San 
Andreas Fault lies immediately west of the City, and the Hayward fault is approximately 15 miles to the east. A 
third major fault, the Calaveras Fault, is a branch of the Hayward Fault and lies east of the Hayward Fault. · 

During the past 150 years, the San Francisco Bay Area has experienced several major and numerous minor 
earthquakes. The largest was the 1906 San Francisco earthquake along the San Andreas Fault with an ·estimated 
magnitude of 8.2 on the Richter scale. The 1868 Hayward earthquake along the Hayward Fault had an estimated 
magnitude of between 6.8 and 7.0 on the Richter scale. The 1989 Loma Prieta earthquake along the San Andreas 
Fault had an estimated magnitude of 7.1 on the Richter scale. The most recent significant earthquake was the 
August 2014 South Napa earthquake on the West Napa Fault, the northern extension.ofthe Calaveras Fault, which 
had a magnitude of 6.0 on the Richter scale and an epicenter near the city ofNapa, approximately 50 miles north of 
San Francisco. According to United States Geological Survey findings, a significant earthquake along these or other 
faults is probable during the period the 2016 Series AB Bonds will be outstanding. 

The Regional Water System crosses several active and potentially active faults, including major strike-slip 
faults within the San Francisco Bay region. Major fault crossings along the pipeline delivery system include the 
Orestimba fault at Tesla Portal, the Greenville fault in the Coast Range Tunnel, the Calaveras fault at the Alameda 
Siphons, and the southern Hayward fault at the Bay Division Pipelines numbers 1, 2, 3, 4 and 5. In addition, other 
lower slip rate but potentially active faults cross the water system. These faults potentially move by secondary or 
triggered slip during large earthquakes on the San Andreas fault. Furthermore, three main transmission pipelines 
from HTWTP - San Andreas Pipeline No. 2, San Andreas Pipeline No. 3 and Sunset Supply Br.anch Pipeline-:- cross 
the Serra fault, a secondary fault located along the peninsula in San Mateo County. 

The Greenville, Calaveras, Hayward and San Andreas faults h_ave a high likelihood of producing a major 
(magnitude 2': 6.7) earthquake in the San Francisco Bay region in the next 30 years. A large earthquake cin these 
faults has the potential for generating surface-fault rupture that is hazardous to specific SFPUC facilities. A rriajor 
goal of the WSIP is to rehabilitate and strengthen the tunnels, pipelines and other Water Enterprise facilities that 
cross or are situated near known active faults. 

If a major seismic event or other emergency occurs; the SFPUC is authorized under the WSA to adopt 
emergency rate surcharges outside of the normal budget development process. Such rate surcharges will be 
applicable to both Retail Customers and Wholesale Customers and incorporate the same percentage increase for all 
customers. See "FINANCIAL OPERATIONS- Wholesale Water Sales Revenue." Any emergency rate surcharge 
adopted by the SFPUC will remain in effect only until the next budget-coordinated rate-setting cycle, at which time 
it can be reviewed for continuance and modification. 

If a significant earthquake occurs that affects the Water Enterprise's tunnels, pipelines or other facilities, 
the SFPUC would attempt to repair any damage as quickly as possible, but the amount of time required to return the 
facilities to service would depend on the nature and extent of damage incurred. A prolonged reduction in the Water 
Enterprise's water supply resulting from a major earthquake could have a material adverse effect on Revenues. See 
also "APPENDIX C -WATER SYSTEM IMPROVEMENT PROGRAM - Levels of Service Goals - Seismic 
Reliability." 

A major seismic event affecting critical locations prior to completion of WSIP improvements could result 
in service interruptions of 60 days or longer. The SFPUC has established intertie connections with the East Bay 
Municipal Utility District and the Santa Clara Valley Water District to diversify water supply options in case of a 
major seismic event. Should the lrvington Tunnels or the five major pipelines branching from the Irvington Tunnels 
become inoperable, the SFPUC would attempt to negotiate additional water sharing agreements with these and other 
regional water utilities which interconnect with Water Enterprise facilities, but there is no assurance that such 
negotiations would be successful. 
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If damage to the Irvington Tunnels or the pipelines that connect to the tunnels resulted in the loss of water 
transported through the tunnel, the remaining water supply would be limited to storage in three reservoirs in San 
Mateo County (the Crystal Springs, San Andreas and Pilarcitos Reservoirs) and three terminal reservoirs located in 
San Francisco as well as existing intertie connections. The combined capacity of the three San Mateo County 
reservoirs is approximately 29.8 billion gallons. The SFPUC has historically kept these reservoirs filled to. a 
combined capacity of approximately 18 billion gallons, or an estimated two and one-half month water sµpply based 
on historical average daily water demand of both the Retail Customers and Wholesale Customers. It is anticipated 
that in-City storage alone would last approximately four to seven days. 

Separate from the SFPUC system, individual Wholesale Customers have storage ranging from zero to 
seven days. 

System Level of Service Criteria after Seismic Events. The SFPUC has established basic "Level of 
Service" criteria for the design of new facilities and upgrade of existing facilities, including projects within the 
WSIP: to deliver winter day demand ("WDD") of215 mgd (projected February 2030 demand) within 24 hours after 
a major earthquake; This embodies the following primary criteria and assumptions to be used in examining system 
reliability with system retrofit projects in place: 

• Deliver WDD to at least 70% of the Wholesale Customers' turnouts within each of the three customer 
groups (Santa Clara/ Alameda/South San Mateo County, Northern San Mateo County, and City of 
San Francisco). 

• Achieve a 90% confidence level of meeting the above goal, given the occurrence of a major 
earthquake. The earthquakes considered are treated independently and with equal weighting, without 
regard to their return period. 

• To achieve the basic level of service, the SFPUC will rely on the Wholesale Customers' own water 
systems and supply or other regional water purveyors' systems. The SFPUC will work with the 
Wholesale Customers to assess their ability to contribute to their own system reliability. 

• The SFPUC will consider a facility to have failed if it cannot be brought back to its intended purpose 
within twenty-four hours without secondary damage resulting. 

• To achieve the basic level of service, the SFPUC will assume that power supplies are available, 
whether from the grid or from standby sources. 

No particular item in the Regional Water System is required to be seismically upgraded or retrofitted as 
long as the system-wide performance goals established by the SFPUC can be satisfied. Earthquake damage to 
selected components and systems is acceptable, as long as the system-wide performance remains acceptable. See 
"APPENDIX C - WATER SYSTEM IMPROVEMENT PROGRAM - Levels of Service Goals - Seismic 
Reliability." 

Wildfire Considerations 

The Retch Hetchy Project is primarily located in the Sierra Nevada and surrounding foothills, where 
wildfire is a risk, particularly in the Stanislaus National Forest surrounding Cherry Reservoir and the Holm and 
Kirkwood Powerhouses. Wildfires can disrupt the operation of or cause damage to water storage and conveyance 
facilities and can impact water quality. For example, the Rim Fire, a wildfire in 2013, substantially burned the forest 
around the Holm and Kirkwood Powerhouses and reached the edges of all three Sierra Nevada reservoirs. The Rim 
Fire has reduced the near term risk of wildfire in the region. 

Safety and Security 

The safety of the facilities of the Water Enterprise is maintained via a combination of regular inspections 
by SFPUC employees, electronic monitoring, and analysis of unusual incident reports. Most above-ground facilities 
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operated and maintained by the SFPUC are controlled-access facilities with fencing, gates, closed circuit television 
systems and security officers at certain points .. Smaller, above-ground and subterranean pumping stations operated 
and maintained by the SFPUC are locked with padlock or internal locking mechanisms, and most are monitored via 
access/intrusion alarms. Security improvements are evaluated on an ongoing basis. The electronic operations and 
controls have been evaluated and designed to reduce exposure using a series of technology systems enhancements 
and integration. 

CAPITAL IMPROVEMENT PROGRAM 

Capital and Financial Planning Process 

The SFPUC's long-term ·capital and financial planning is performed on an annual rolling ten-year forward 
looking basis. The SFPUC prepares a ten-year capital plan for each of its enterprises, as required by the Charter. 
The ten-year capital plan serves as the basis for the development of the annual ten-year financial plan. Proposed 
long-term capital programs, projects and investments, and related costs are included in the ten-year financial plan. 
Consistent with the Charter, updates to the ten-year capital plan and ten-year financial plan are annually reviewed 
and adopted by the Commission each February. The ten-year capital plan provides estimated rate impacts of 
projected capital and operating spending and assures compliance with debt service coverage and fund balance 
reserve policy requirements. 

The ten-year capital plan is not a budget and is not "appropriated" like a budget. The annual capital 
programs can be revised during the development of the budget and final projects, costs and totals for specific capital · 
improvements to be financed can change. Consequently, even though the annual budgets passed are based on the 
ten-year capital plan, they may occasionally differ from it. 

The Water Enterprise Ten-Year Capital Plan ("Ten Year Capital Plan") for Fiscal Year 2016-17 to Fiscal 
Year 2025-26, which includes the Water Enterprise-related components of the Retch Retchy Water and Power Ten
Year Capital Plan, adopted by the Commission in February 2016, totals approximately $1.85 billion. The Ten-Year 
Capital Plan includes projects in five major categories: (i) Regional Water; (ii) Local Water; (iii) WSIP; (iv) Non
WSIP (v) Retch Retchy Water; and (vi) Auxiliary Water Supply System. The Regional Water, Local Water, WSIP, 
Non-WSIP and Retch Retchy Water categories of the Water Enterprise's CIP are expected to be financed by a 
combination of revenue bonds, commercial paper, a Parity State Loan, revenues (pay-as-you-go) and capacity 
charges. For more information regarding the Ten-Year Capital Plan programs, see"- Water System Improvement 
(WSIP)," "-Regional Water Program," "-Local Water ·Program," "-Other Non-WSIP Projects," and "-Retch 
Retchy Water" below. See also "FINANCING OF CAPITAL IMPROVEMENTS." 

The Auxiliary Water Supply System ("AWSS") is a capital program administered by the SFPUC, but 
funded with general obligations bonds issued by the City pursuant to voter authorization. A WSS is designed to 
improve fire, earthquake and emergency response and ensure firefighters a reliable water supply for fires and 
disasters through projects, including improving deteriorating pipes, hydrants, reservoirs, water cisterns and pumps 
built after the 1906 earthquake in San Francisco. AWSS comprises approximately $110 million of the Ten-Year 
Capital Plan. 

The following table sets forth the first five years of the Water Enterprise's capital improvement program as 
set forth in the Ten-Year Capital Plan. 
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TABLE14 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)<1l 

2011<2> 2018(2) 2019 2020 
Regional Water $55,269 $41,639 $96,252 $121,312 
Local Water 61,850 60,600 82,625 65,100 
WSIP 44,744 27,000 20,000 0 
Non-WSIP 26,305 6,500 6,500 272 
Retch Hetchy Water 16,712 22,783 24,741 275,875 

Total Appropriations $204,880 $158,522 $230,118 $462,559 

2021 
$52,479 

58,600 
0 
0 

13,995 
$125,074 

<1> Amounts are based on anticipated appropriations and are projections from the Water Enterprise Ten-Year Capital Plan. 
Actual results may differ materially from these projections. See "FORWARD-LOOKING STATEMENTS" above. 

<2J Budgeted. 
Source: SFPUC, Financial Services 

Water System Improvement Program (WSIP) 

The WSIP is a $4.845 billion program consisting of 87 capital projects to repair, replace, and upgrade 
critical portions of the Regional Water System and the Local Water System to meet specific level of service goals 
and objectives for seismic reliability, delivery reliability, water quality and water supply in an environmentally 
sustainable manner. For more information regarding the WSIP level of service goals and objectives, see 
"APPENDIX C - WATER SYSTEM IMPROVEMENT PROGRAM." The WSIP category of the Ten-Year Capital 
Plan, projected to comprise approximately $91.7 million, consists of the WSIP costs needed to supplement the WSIP 
funding that makes up the total $4.845 billion through the estimated final completion of WSIP in Fiscal Year 
2018-19. 

As of June 30, 2016, WSIP was approximately 92% complete. The most significant WSIP project 
remaining is the Calaveras Dam Replacement Project ("CDRP"), which includes a main dam project and a sub
project to the CDRP, the Fish Passage Facilities at Alameda Creek Diversion Dam ("ACDD"). Although the overall 
WSIP has only increased 12% since 2005, the CDRP and the ACDD will be completed significantly later and at 
significantly higher costs than originally anticipated. Budget increases for the CDRP were primarily due to complex 
geologic site conditions encountered during construction that were different than conditions understood during the 
design phase, resulting in construction change orders, including significant additional excavation quantities for the 
dam abutments and foundation, disposal of excavation materials and other unusable spoil materials from borrow 
areas, import of rockfill materials to replace unusable spoil materials, and acceleration of the project construction 
schedule. Budget increases for the ACDD were primarily due to necessary changes in the design of the fish ladder 
and appurtenances to accommodate existing site conditions and operational requirements. 

Regional Water Program 

The Regional Water Program, projected to comprise approximately $553.6 million of the Ten-Year Capital 
Plan, finances capital improvements to the Regional Water System (not including WSIP). Regional Water Program 
capital investments include, but are not limited to, water treatment, water conveyance, water supply and storage, 
watersheds and land management, facilities maintenance and security. 

Local Water Program 

The Local Water Program, projected to comprise approximately $619.2 million of the Ten-Year Capital 
Plan, finances capital improvements to the In-City Distribution System. The primary component of the Local Water 
Program, projected to comprise approximately $559.4 million, is for in-City pipe repair and replacement. To address 
concerns regarding an aging in-City potable water conveyance/distribution system, the SFPUC has accelerated the 
pipe repair and replacement rate to 15 miles per year, from a previous rate of 5 miles per year. 
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Other Non-WSIP Projects 

Previously a part of the WSIP, the Non-WSIP category of the Ten-Year Capital Plan is projected to cost 
approximately $39 .5 million. This category consists of supplemental funds for two water supply projects - the San 
Francisco Groundwater Supply Project and the Westside Recycled Water Project. The SFPUC expects to enter into 
the CWSRF Agreement with the SWRCB in November 2016. to finance a portion of the cost of the Westside 
Recycled Water Project. See ""OBLIGATIONS PAY ABLE FROM REVENUES - State and Federal Loans". 

Hetch Hetchy Water 

Upgrades to the aging facilities of Retch Retchy Water and Power are being planned to ensure reliability 
and preparedness for the future. The Retch Hetchy Water category of the Ten-Year Capital Plan is projected to cost 
approximately $443.9 million. Upcountry water and power facilities being assessed and rehabilitated, where 
needed, include three impounding reservoirs, three regulating reservoirs, three large powerhouses, one small 
powerhouse, two switchyards, three substations, 170 miles of pipeline and tunnels, almost 100 miles of paved road, 
over 160 miles of transmission lines, watershed land and rights-of-way property. The Water Enterprise will fund all 
assets relating to Retch Retchy Water (consisting of approximately $104 million of Retch Retchy Water costs) and 
the Retch Retchy Water portion of jointly-owned assets of Retch Retchy Water and the Power Enterprise in the 
Retch Retchy Water' and Power System (consisting of approximately $339.8 million of Retch Retchy Water costs). 
See "the PUBLIC UTILITIES COMMISSION - Organization, Purposes and Powers - Retch Retchy - Water and 
Power Operations". A significant project among the Retch Retchy Water category is the repair of the existing 
Mountain Tunnel which conveys all Tuolumne River supplies through a single conduit. See"- Mountain Tunnel". 

Mountain Tunnel 

As part of the Retch Retchy Regional Water System, Mountain Tunnel is a critical water conveyance 
facility. Built between 1917 and 1925, Mountain Tunnel extends 19.2 miles from the Early Intake Dam to Priest 
Reservoir. The lower 12 miles are lined. Recent inspections have shown signs of deterioration in the lining which 
will likely increase over time. The risk of failure of Mountain Tunnel, defined as a loss of25% carrying capacity, is 
currently low but will increase over time. Failure of Mountain Tunnel would have a significant impact on Retch 
Retchy Water operations, and could cause up to six months of water supply disruption. Options currently under 
study to remedy the problem include repairs to the existing tunnel and construction of a bypass tunnel. The SFPUC . 
has engaged an expert Technical Advisory Panel to review alternatives: · 

The SFPUC is currently active on three parallel tracks regarding Mountain Tunnel: (1) the Mountain 
Tunnel Inspection and Repairs project, (2) the Mountain Tunnel Adits and Access Improvement .Project, and (3) the 
Mountain Tunnel Long Term Improvements project. 

The Mountain Tunnel Inspection and Repairs project provides for a tunnel inspection in January-February 
· 2017. to update the Condition Assessment conducted in 2008, as well as interim repairs in 2017 and in November 

2018 to reduce the risk of failures in the concrete lining. · 

The Mountain Tunnel Adits and Access Improvement Project is intended to meet water delivery goals and 
address the critical nature of the potential impact of lining failure on water delivery obligations. The Mountain 
Tunnel must be returned to service within three months in the event of a water service interruption. In order to 
accommodate quick entry of construction crews and equipment into Mountain Tunnel, improvements at Adit 5/6 
and 8/9, access roads and adits will be constructed to minimize the time required to return the tunnel to service. An 
Emergency Restoration Plan ("ERP") has been prepared to establish an outline for basic service restoration plans 
and procedures. The monitoring system to assess changed conditions in the tunnel will be enhanced to complement 
the existing system. The emergency implementation component will be produced at the completion of the access and 
adit improvements. 

The Mountain Tunnel Long Term Improvements project provides for evaluation of alternatives for the 
Mountain Tunnel facility, and eventually, the design and construction of the preferred engineering alternative that 
will keep this vital component of the Retch Retchy Water and Power System in reliable service. The decision 
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regarding the Long-Term Improvements Project is anticipated to be made in mid-2017 after completion of the 2017 
projects including inspection and interim repairs. 

Were a total collapse of Mountain Tunnel ever to occur prior to implementation of the Long-Term 
Improvements Project, it is the SFPUC's best estimate that it might take up to six months to restore water deliveries, 
depending on the exact extent of the failure. Upon completion of the adits and access improvements to Mountain 
Tunnel set forth above, the amount of time needed to restore deliveries would be reduced to three months. The 
SFPUC has also developed contingency emergency plans for supplying water in the event of a loss of Mountain 
Tunnel. Initially, it would rely on its local resources, just as it would rely upon for any outage of the regional water 
transmission system. These resources include the SFPUC's local Bay Area storage as well as its emergency interties 
with the East Bay Municipal Utility District and the Santa Clara Valley Water District. More extreme measures· 
would include requesting emergency support from the Modesto, Turlock and/or Oakdale Irrigation Districts and 
potentially the State Water Project. An additional measure would also be to request its customers to reduce their 
consumption by conservation or shifting to other available water sources. 

· Improvements to Mountain Tunnel, a jointly-owned asset with the Power Enterprise, is projected to cost 
approximately $640.2 million over the Ten-Year Capital Plan period, of which approximately $573.5 million is 
expected to be funded in Fiscal Year 2019-20 pursuant to existing cost-sharing agreements with Wholesale 
Customers. The Water Enterprise's 45% share of funding of the Mountain Tunnel projects is projected to be 
approximately $288 million. The remaining 55% share of funding of the Mountain Tunnel projects is expected to be 
funded by the Power Enterprise. See "FINANCIAL OPERATIONS- General-Allocation of Retch Hetchy Project 
Costs." 

Environmental Considerations 

Projects undertaken by the SFPUC are generally subject to CEQA and certain projects involving the 
participation of federal agencies, including projects on federal land, are also subject to the National Environmental 
Policy Act of 1969, as amended (42 U.S.C. Section4321) ("NEPA"). The San Francisco Planning Department, 
acting as lead agency under Chapter 31 of the City's Administrative Code, generally coordinates environmental 
review of SFPUC projects. Federal agencies which issued permits for WSIP projects completed the necessary 
reviews under NEPA prior to issuance of the requested permits or other regulatory approvals. 

Under CEQA, a project that may have a significant effect on the environment and is to be carried out or 
approved by a public agency must comply with a comprehensive environmental review process, including the 
preparation of an Environmental Impact Report ("EIR"). The EIR reflects not only an independent technical 
analysis of the project's potential impacts, but also the comments of other agencies with some form of jurisdiction 
over the project and the comments of interested members of the public. Contents of the EIR include a detailed 
statement of the project's significant environmental effects; any such effects that cannot be avoided ifthe project is. 
implemented; mitigation measures proposed to minimize such effects; alternatives to the proposed project; the 
relationship between local and short-term uses and long-term productivity; any significant irreversible 
environmental changes that would result from the project; the project's growth-inducing impacts; and a brief 
statement setting forth the agency's reasons for determining that certain effects are not significant and hence do not 
require discussion in the EIR. Before approving a project the SFPUC must make findings on whether or how it can 
mitigate the significant environmental effects of the project. If the project requires mitigation, the SFPUC must 
adopt a mitigation monitoring plan to determine whether the mitigation is carried out durin.g project implementation. 
If the SFPUC determines that the project itself will not have a significant effect on the environment, it may adopt a 
written statement (called a negative declaration) to that effect and need not prepare an EIR. After deciding to 
approve or carry out a project, either following the EIR process or after adopting a negative declaration, the SFPUC 
must file notice of such determination. 

Prior to the sale of bonds, the San Francisco Planning Department Environmental Review Officer will issue 
a "Planning Certificate" required under Proposition E. The Planning Certificate will identify the status of 
environmental review for each capital project to be funded under the proposed bond sale and the type of CEQA 
document either completed or to be completed for each project. CEQA compliance must be completed for each 
project prior to project approval or approval to award a construction contract to implement any project to be funded 
by the proposed bond sale. 
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Any action or proceeding challenging the SFPUC's determination must be brought within 30 days 
following the filing of such notice. Actions have been, and in the future may be,. filed against the SFPUC 
challenging a project's compliance with CEQA, including the adequacy of t}le EIR and other environmental 
documents, for particular projects. If an action challenging the SFPUC's compliance with CEQA is successful, the 
particular project could be delayed, revised, suspended or canceled. CEQA also contains a number of exemptions, 
which the SFPUC uses for its projects when appropriate. 

As part of its regular planning and budgetary process, the San Francisco Planning Department gives careful 
attention to environmental considerations. All projects are evaluated under the SFPUC's environmental evaluation 
procedures, developed in compliance with federal and State laws and regulations, and City Ordinances and 
Administrative Code procedures. 

FINANCING OF CAPITAL IMPROVEMENTS 

Long Term Financing of Capital Program 

Pursuant to the Water Enterprise's Ten-Year Financial Plan for Fiscal Year 2016-17 to Fiscal Year 
2025-26, adopted by the Commission in February 2016, long-term debt financing is projected to fund approximately 
$1.33 billion of the Ten-Year Capital Plan. Revenue (pay-as-you-go) funding is expected to provide approximately 
$512.9 million of funds for a portion of the remaining funding of the Ten-Year Capital Plan. Long-term debt 
financing is expected to be comprised primarily of Additional Series of Bonds and the CWSRF Loan for the 
Westside Recycled Water Project See "OBLIGATIONS PAYABLE FROM REVENUES - State and Federal 
Loans." 

Interim Funding of Capital Program 

The SFPUC utilizes the Water Enterprise's commercial paper program (the "Water Commercial Paper 
Notes") to meet the expenditure and encumbrance needs of capital projects on an interim basis through design and 
into the early project construction phase. Commercial paper is then refunded and consolidated into either long-term 
revenue bond issues or a Parity State Loan when the outstanding and encumbered amount of commercial paper 
approaches authorized limits. This approach allows the SFPUC to talce advantage of lower short-term interest rates, 
and to size and closely tii:ne long-term financings with projected need. 

The SFPUC has authorized the issuance of up to $500 million in Water Commercial Paper Notes. As of 
September 1, 2016, $236 million aggregate principal amount of Taxable Water Commercial Paper Notes were 
outstanding. The SFPUC anticipates issuing additional Water Commercial Paper Notes to provide interim financing 
for Water Enterprise capital projects. See "OBLIGATIONS PAYABLE FROM REVENUES - Subordinate Debt 
and Commercial Paper." 

Sources of Funding the Capital Improvement Program 

The following table sets forth the projected sources of funds for .the first five years of the Water 
Enterprise's capital improvement program as set forth in the Ten-Year Capital Plan. The repayment of projected 
principal and interest on these future debt issues was incorporated into the development of the SFPUC' s approved 
retail water rates through Fiscal Year 2017-18, and has also been reflected in the remaining projection period set 
forth in the Ten-Year Financial Plan for Fiscal Year 2018-19 to Fiscal Year 2025-26. Pursuant to the WSA, a share 
of debt service associated with improvements to the Regional Water System is the responsibility of the Wholesale 
Customers. 

The SFPUC projects that retail water rates will increase annually by art average of approximately 7.75% 
from Fiscal Year 2018-19 to Fiscal Year 2025-26, after the current adopted rate period ends in Fiscal Year 2017-18. 
However, no rate increases beyond June 30, 2018 have been proposed to, or adopted by, the Commission or 
submitted to the Board of Supervisors, and any future retail water rate increases are subject to future approval by the 
Commission, subject to the Board of Supervisors1 ability to reject rate increases. See "FINANCIAL 
OPERATIONS." 
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TABLE 15 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FUNDING SOURCES 

Appropriations 

Revenue Bonds I Parity State Loan 
Water Revenues 
Capacity Charge Revenues 

Total Sources 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)<ll 

2017 2018 2019 
$204,880 (2) $158,522 (2) $230,118 

$182,238 $129,692 $177,314 
18,341 27,830 51,804 
4,300 1,000 1,000 

$204,880 $158,522 $230,118 

2020 
$462,559 

$409,755 
51,804 

1,000 
$462,559 

2021 
$125,074 

$85,103 
38,971 

1,000 
$125,074 

(!) Amounts are based on anticipated appropriations and are projections from the Water Enterprise Ten-Year Capital Plan. 
Actual results may differ materially from these projections. See "FORWARD-LOOKING STATEMENTS" above. 

<2> Budgeted. 
Source: SFPUC, Financial Services 

FINANCIAL OPERATIONS 

General 

The SFPUC is a department of the City and, as such, the financial operations of its three enterprises are 
included in the Comprehensive Annual Financial Report of the City and shown as enterprise funds. 

The following information is provided with respect to the Water Enterprise only and does not purport to 
reflect the financial position of the SFPUC or the City as a whole. 

Basis of Accounting. The accounts of the Water Enterprise are organized on the basis of a proprietary fund 
type, specifically an enterprise fund. The financial activities of the Water Enterprise are accounted for on a flow of 
economic resources measurement focus, using the accrual basis of accounting. Under this method, all assets and 
liabilities associated with its operations are included on the statement of net assets; revenues are recorded when 
earned, and expenses are recorded when liabilities are incurred. 

The Water Enterprise applies all applicable GASB pronouncements. 

City Budget Process. The SFPUC's operating and capital budget preparation and approval is a part of a 
City-wide process. The SFPUC is one of several departments that prepare biannual budgets. The Commission 
reviews and approves the SFPUC's two-year budget, which is then submitted to the Mayor's Office for review. The 
Mayor then incorporates the proposed budget, with amendments, into the City-wide budget that is submitted to the 
Board of Supervisors for approval. Under the Charter, the Board of Supervisors may increase or decrease any 
proposed expenditure in the Mayor's budget so long as the aggregate changes do not cause the expenditures to 
exceed the total amount of expenditures proposed by the Mayor. The Charter further provides that the Mayor may 
reduce or reject any expenditure authorized by the Board of Supervisors except appropriations for bond interest, 
redemption or other fixed charges, subject to reinstatement of any such expenditure by a two-thirds vote of the 
Board of Supervisors. 

City Services Auditor. On November 4, 2003, voters in the City adopted Proposition C, an ordinance that 
established the City Services Auditor ("CSA"), an audit function within the Office of the City Controller. Pursuant 
to the provisions of this ordinance, which have been incorporated into the Charter, the CSA has broad oversight 
authority and responsibilities including, but not limited to, (i) to reporting upon level of effectiveness for City public 
services, (ii) auditing financial and management performance of City departments and functions, (iii) ensuring the 
financial integrity and improving the overall performance and efficiency of City government, and (iv) maintaining a 
whistleblower hotline to investigate upon reports of fraud, waste and abuse. 
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Sources of Revenue. The Water Enterprise's principal source of revenue is the sale of water to its Retail 
Customers· and Wholesale Customers, as shown below for Fiscal Year 2014-15. 

TABLE 16 
FISCAL YEAR 2014-15 WATER ENTERPRISE REVENUES 

(IN THOUSANDS) 

Retail water sales 
Wholesale water sales 
Other Revenue 
Total 

Source: SFPUC, Financial Services 

$189,413 
210,610 

31,813 
$431,831 

Other Revenue shown above includes rental income, interest earnings, capacity fees, charges for services to 
City departments and other non-operating revenues. 

The setting of water rates by the City is not subject to any State or federal regulatory approval. The 
SFPUC's ability to generate revenue may be limited by certain provisions.ofthe State Constitution and the Charter 
of the City. See "CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS." 

Allocation of Hetch Hetchy Project Costs. A number of the facilities of the Retch Retchy Project are joint 
assets and are used for both water transmission and power generation and transmission, benefitting both Retch 
Retchy Water and the Power Enterprise. All power sales revenues are allocated to the Power Enterprise. Per 
negotiation with Wholesale· Customers, operating and capital costs benefitting the Power Enterprise and 55% of 
operating and capital costs that jointly benefit both Retch Retchy Water and the Power Enterprise are allocated to 
the Power Enterprise. Operating and capital costs benefitting Retch Retchy Water and 45% of operating capital 
costs jointly benefitting both Retch Retchy Water and the Power Enterprise are allocated to the Water Enterprise. 
Costs allocated to the Water Enterprise are paid through an inter enterprise transfer from the Water Enterprise to 
Retch Retchy Water and Power. Such transfers constitute "Operation and Maintenance Costs of the Enterprise." 
.See"- Operating and Maintenance Expenses" and"- Inter Enterprise Transfers." 

Wholesale Water Sales Revenue 

Wholesale Rate-Setting Process. Wholesale Customer rates are determined annually based upon the 
Wholesale Customers' collective share of the Water Enterprise's total revenue requirements, known as the 
"Wholesale Revenue Requirement" in the WSA. The Wholesale Revenue Requirement under the WSA consists 
of the sum of the Wholesale Customers' allocated shares of the following costs of the Water Enterprise in providing 
water to the Wholesale Customers: operating and maintenance expenses, administrative and general expenses, 
property taxes, and the "Suburban Retch Retchy Assessment," the costs of operating the Retch Hetchy Project 
allocated exclusively to the Water Enterprise or jointly to the Water Enterprise and the Power Enterprise. 

The ·cost of service for Wholesale Customers includes· a pro-rata share of Operation and Maintenance Costs 
of the Enterprise. Capital costs are recovered under the cash method as needed to cover revenue-funded capital 
improvements of the Regional Water System and debt service associated with bond-funded capital projects. The 
operating costs and plant investment for Retch Retchy Water and Power are first classified as power-specific, 
water-specific or joint. The water related costs and water's share of joint costs are reflected in the Wholesale 
Revenue Requirement. 

In addition to a pro-rata share of Operation and Maintenance Costs of the Enterprise, debt service and 
·revenue funded capital, the Wholesale Customers agreed to pay a fixed annual chiirge to reimburse the Water 
Enterprise for a pro rata share ofundepreciated investment in facilities capitalized prior to July 1, 2009. The WSA 
allowed the Wholesale Customers to repay the undepreciated value of existing assets as well as construction work in 
progress as of June 30, 2009, in equal annual payments over the 25 years of the WSA at an annual interest rate of 
5.13%. On January 1, 2013, State legislation authorizing BAWSCA to prepay the remaining yalue on existing 
regional assets to achieve cost savings became effective. On February 27, 2013, the Wholesale Customers through 
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BA WSCA made an early repayment of $356 million to the outst;mding balance owed to the Water Enterprise. See 
"FINANCIAL OPERATIONS - Wholesale Water Sales Revenue - Capital Cost Recovery Prepayment." 

The WSA allowed the Wholesale Customers to reimburse the Water Enterprise for any revenue funded 
project expenditures made in Fiscal Year 2009-10 through Fiscal Year 2011-12 using funds appropriated, but 
unspent, prior to July 1, 2009 over 10 years with repayment beginning in Fiscal Year 2014-15 at an annual interest 
rate of 4.00%. The annual payment of$1.2 million has been incorporated into wholesale rates. 

Finally, the WSA contains a rate device known as the balancing account. Any difference between the 
revenues received and the actual earned revenues associated with the allocated cost of wholesale service is placed in 
the balancing account and used to adjust the following year's rate recovery up or down depending on whether there 
is a shortfall or surplus in the balancing account. The projected year-end amount in the balancing account for Fiscal 
Year 2015-16 is $21.5 million owed by the Retail Customers to the Wholesale Customers. 

Statutory and Contractual Limits on Wholesale Water Rates. The sale and delivery of water to the 
Wholesale Customers under the WSA are subject to the "Rules and Regulations Governing Water Service to 
Customers" of the Water Enterprise adopted by the Commission, and as they may from time to time be amended, 
that are (1) applicable to the sale and delivery of water to the Wholesale Customers, (2) reasonable, and (3) not 
inconsistent with either the WSA or with an Individual Contract. 

Wholesale Water Rate Adjustments. Under the WSA, adjustments to the Wholesale Customers' rate 
··schedules, other than emergency rate adjustments and drought pricing, discussed below, are coordinated with the 

budget development process. If the SFPUC desires to increase Wholesale Customer rates, it is required to. provide 
certain yearly budget information.to the Wholesale Customers prior to adoption of any such rate increases. Failure 
to do so will not prohibit the SFPUC from adoption of such rates, but, in the event of such failure, the Wholesale 
Customers may either invoke arbitration, or seek injunctive relief to compel the SFPUC to remedy the failure as 
soon as reasonably practical. 

The SFPUC may increase the water rates applicable to the Wholesale Customers without compliance with 
the above described procedures in the event a drought, earthquake, other act of God, malfunctioning of the Regional 
Water System or other emergency which requires an increase in rates. Rates may be increased on an emergency 
basis to cover operating expenses and capital costs. Any such emergency rate increase must be accompanied by a 
rate increase for Retail Customers of an equal percentage. 

Any emergency rate surcharge adopted by the Commission will remain in effect only until the next budget 
coordinated rate-setting cycle. 

Drought pricing for Wholesale Customers, if required, could also be changed under similar terms and 
conditions set forth for emergency rate increases. Any drought-related pricing or surcharge adopted by the 
Commission would also remain in effect only until the next budget coordinated rate-setting cycle. See "- Impact of 
Current California Drought on Revenues and Rates." 
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Historical Wholesale Water Rate Adjustments. The following table lists wholesale water rate adjustments 
since Fiscal Year 2006-07 for the Wholesale Customers. 

TABLE 17 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN WHOLESALE WATER RATES 

Date 
July 2007 
July 2008 
July 2009 
July 2010 
July 2011 
July 2012 
July 2013 
July 2014 
July 2015 
July 2016 

Change in 
Wholesale Rates <1> 

6.3% 
10.0 
15.7 
15.2 
38.4 
11.4 

(16.4) 
19.6 
28.0 

9.3 

(I) Wholesale rates are set prqspectively based on an estimate of the Wholesale Revenue Requirement. 
As such, rates may increase or decrease significantly from year to year. 

Source: SFPUC, Audited Financial Statements, and SFPUC Financial Services 

. Arbitration for Disputes. The Prior Master Water Sales Contract had a binding arbitration provision for 
disputes related to wholesale rate setting by the SFPUC. The SFPUC and its Wholesale Customers arbitrated one 
dispute over the 25-year term of the Prior Master Water Sales Contract. The WSA continues the practice of binding 
arbitration and the SFPUC and its Wholesale Customers have settled other disputes, without invoking arbitration, as 
part of the true up process for determining the actual Wholesale Revenue Requirement following the close of each 
fiscal year. 

Capital Cost Recovery Prepayment. Under the WSA, the Wholesale Customers had been making total 
annual capital cost recovery payments to the SFPUC of approximately $28.2 million, with such annual payments 
due through the expiration of the WSA in 2034. In February 2013, the Wholesale Customers, acting through 
BAWSCA, exercised a right to prepay the outstanding balance of the capital cost recovery obligation, in the amount 
of $356,139,000, to the SFPUC, thereby discharging the obligation in its entirety. Since the Wholesale Customers' 
obligation was to the Retail Customers of the SFPUC for funding the existing capital assets of the Retch Hetchy 
Regional Water System, the SFPUC developed a plan to use the proceeds to pay costs of certain regional and local 
capital projects allocated to Retail Customers, to refund certain then outstanding Water Revenue Bonds and to fund 
unrestricted available fund balance reserves. The SFPUC realized the proceeds as Revenues of the Water Enterprise 
from the Wholesale Customers in Fiscal Year 2012-13. As a result, water sales for Wholesale Customers in Fiscal 
Year 2012-13 and debt service coverage in Fiscal Year 2012-13 and Fiscal Year 2013-14 increased significantly. 
See "HISTORICAL OPERATING RESULTS - Summary of Historical Operating Results and Debt Service 
Coverage - Table 25" herein. 

Retail Water Sales Revenue 

· Retail Rate Structure. Retail Customers pay a flat monthly service charge based on the size of the meter 
plus a volumetric charge for all water delivered based on one-month meter readings. Volumetric charges for single
and multi-family residential customers are based on a two-tiered rate structure, where the first tier is applicable to 
the first 4 CCF (centum cubic feet) of use per month (single-family) or 3 CCF of use per month (multi-family), and 
the second tier is applicable to all additional use. Volumetric charges for non-residential customers are based on a 
uniform rate. The table below details retail water rates for Fiscal Year 2015-16. 
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TABLE 18 
RATES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2016 

UniformC2) 

Tier 1 C3l (0-4 or 0-3 CCF) 
Tier 2 (All other usage) 

Single-Family 
Residential 
($/CCF)<ll 

6.00 
8.05 

Multi-Family 
Residential 

($/CC}?) 

6.14 
8.23 

(I) One "CCF" equals one hundred cubic feet of water (equal to 748 gallons). 

·Non-Residential 
($/CCF) 

7.14 

(Z} Different rates applying to builders and contractors, irrigation, municipal, interruptible and docks and ships apply 
to a small percentage ofNon-Residential use. 

<3) Tier 1 for single-family residential is from 0-4 CCF; tier 1 for multi-family residential is from 0-3 CCF. 
Source: SFPUC, Financial Services 

The following table shows a comparison of typical monthly charges for representative Retail Customer 
classes based on average use. 

TABLE19 
MONTHLY CHARGES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2016 

Average Meter Fixed Volume 
Customer TY[~e Use (CCF} Size Charge Charge 
Average Single Family Residence 5.1 5/8" $ 10.86 $ 32.86 
Larger Single Family Residence 15 3/4" 13.68 112.55 
Large Apartment Building 525 4" 145.95 3,750.18 
Large Office 983 4" 145.95 7,018.62 
Department Store 2,199 4" 145.95 15,700.86 
Hotel 7,811 8" 455.56 55,770.54 

Source: SFPUC, Financial Services 

Total 
Monthly 
Charges 

(Volume+ 
Fixed} 

$ 43.72 
126.23 

3,896.13 
7,164.57 

15,846.81 
56,226.10 

Retail Rate-Setting Process. The SFPUC is authorized and required under the Charter and Proposition E to 
set rates, fees and other charges in connection with providing the utility services under its jurisdiction, subject to 
rejection - within 30 day!) of submission - by resolution of the Board of Supervisors. If the Board of SuperVisors 
fails to act within 30 days, the rates will become effective without further action. 

Under the Charter, in setting retail rates, fees and charges (for water and for the sewer and power utility 
services it provides) the SFPUC is required to take the following actions: 

(1) Establish rates, fees and charges at levels sufficient to improve or maintain financial condition and 
bond ratings at or above levels equivalent to highly rated utilities of each enterprise under its 
jurisdiction, meet requirements and covenants under all bond resolutions and indentures 
(including, without limitation, increases necessary to pay for the retail customers' share of the debt 
service on bonds and operating expenses of any State financing authority), and provide sufficient 
resources for the continued financial health (including appropriate reserves), operation, 
maintenance and repair of each enterprise, consistent with good utility practice. 
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(2) Retain an independent rate consultant to conduct rate and cost of service studies for each utility at 
least every five years. 

(3) Set retail rates, fees and charges based on the cost of service. 

(4) Conduct all st1,1dies mandated by applicable State and federal law to consider implementing 
connection fees for water and clean water facilities servicing new development. 

(5) Conduct studies of rate-based conservation incentives and/or lifeline rates and similar rate 
structures to provide assistance to low income users, and take the results of such studies into 
account when establishing rate~, fees and charges, in accordance with applicable State and federal 
laws. 

(6) Adopt annually a rolling 5-year forecast of rates, fees and other charges. 

(7) Establish a Rate Fairness Board consisting of seven members: the City Administrator or his or her 
designee; the Controller or his or her designee; the Director of the Mayor's Office of Public 
Finance or his or her designee; two residential retail customers, consisting of one appointed by the 
Mayor and one by the Board of Supervisors; and two business retail customers, consisting of a 
large business customer appointed by the Mayor and a small business customer appointed by the 
Board of Supervisors. Specific duties for the Rate Fairness Board include: 

(a) annual review of a five-year rate forecast; 

(b) hold one or more public hearings on annual rate recommendations before the SFPUC 
adopts rates; 

( c) provide a report and recommendations to the SFPUC on the rate proposal; and, 

(d) in connection with periodic rate studies, submit to the SFPUC rate policy 
recommendations for the SFPUC's consideration, including recommendations to 
reallocate costs among various retail utility customer classifications, subject to any 
outstanding bond requirements. 

Retail rates and the retail . rate-setting process must also comply with the requirements of the State 
Constitution, including notice, protest and public hearing requirements. See "CONSTITUTIONAL, STATUTORY 
AND CHARTER LIMITATIONS - State Law Limitations." 

Retail Water Rate Adjustments. The SFPUC's retail rates and charges for delivered water are set to equal 
the cost of operation, maintenance, replacement, debt service and other costs incurred in gathering, treating and 
delivering water for consumptive and other uses in the City and other areas receiving retail service from the Water 
Enterprise. The SFPUC has regularly reviewed and often increased its retail water rates to fund operating and 
capital costs. In May 2014, the Commission approved retail water rates and charges for the four-year period 
effective July 1, 2014through June 30, 2018. 
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The following table lists retail water rate adjustments since Fiscal Year 2006-07, as well as approved future 
rate increases through Fiscal Year 2017-18. 

TABLE20 
HISTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 

INRETAIL WATER RATES 

Date 
July 2007 
July 2008 
July 2009 
July 2010 
July2011 
July 2012 
July 2013 
July 2014 
July 2015 
July 2016 
July 2017 

(I) Adjustment effective July 14, 2007. 

Retail Rates 
15.0 (I) 

15.0 
15.0 
15.0 
12.5 
12.5 
6.5 

12.0 
12.0 
10.0 
7.0 (Z) 

(z) Based on the four-year rate schedule covering July l, 2014 to June 30, 2018, approved in May 2014. 
Source: SFPUC, Financial Services. 

The SFPUC may make adjustments from time to time in such rates, fees and charges and may make such 
classification of rates, fees and charges as it deems necessary, but will not reduce such rates, fees and charges below 
those then in effect unless the Revenues resulting after such reduced rates, fees and charges are put into effect will at 
all times be sufficient to meet the rate covenants set forth in the Indenture. See "SECURITY FOR THE BONDS -
Rate Covenants." 

The SFPUC recently retained an independent rate consultant to conduct rate and cost of service studies for 
rates effective July 1, 2018. 

Billing and Collection Procedures. All Retail Customers are billed monthly on the basis of metered water 
use. In the event of non-payment, the SFPUC has authority and power to discontinue service and, in 
owner-occupied buildings and master metered apartment buildings, to record liens on property. 
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Delinquencies. The table below shows the delinquency in collection of water charges from Retail 
Customers as of June 30, 2016. The SFPUC considers its rates of payment delinquency, service discontinuance for 
non-payment, and write-offs for uncollectible accounts to be low by water industry standards for urban areas. 

TABLE21 
ACCOUNTS RECEIVABLES AGING REPORT 

AS OF JUNE 30, 2016 

0 - 30 Days 
31- 60 Days 
61 - 90 Days 
Over 90 Days 
Total 

Credit Balances 

Period 

Total Aged Receivables 

Less Allowance For Doubtful Accounts 
Accounts Receivable, Net of Allowance 

(I) Excludes receivables from municipal customers. 
Source: SFPUC, Financial Services. 

Amount<1) 

$19,402,774.42 
828,085.24 
275,989.66 
530,518.38 

$21,037,367.70 

$(533,412.89) 
$20,503,954.81 

$(2,019,242.99) 
. $18,484,71L82 

Percent ofTotal 
92.23% 

3.94 
1.31 
2.52 

100.00% 

The following table shows a five-year history of write-offs for uncollectible accounts. 

TABLE22 
WRITE-OFFS FOR UNCOLLECTIBLE ACCOUNTS 

Fiscal Year % of Total 
(ended June 30) Amount Revenues 

2011 $ 17,274 0.006% 
2012 14,920 0.004 
2013 4,081 0.001 
2014(1) 472,784 0.121 
2015(!) 617,734 0.143 
2016 3,528 0.001 

Percent of Total 
Projected 2015-16 

Revenues 
4.41% 
0.19 
0:06 
0.12 
4.78% 

(t) Write-offs for Fiscal Years 2013-14 and 2014-15 include amounts from Fiscal Years 1999-2000 to 2012-13 initially 
reported to the SFPUC as uncollectable by the Bureau of Delinquent Revenues in Fiscal Years 2013-14 and 2014-15. The 
SFPUC expects that the Bureau of Delinquent Revenµes will report such uncollectable amounts to the SFPUC on an annual 
basis moving forward. 

Source: SFPUC, Financial Services. 
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Comparative Retail Water Rates. The following table shows a comparison of monthly charges by selected· 
local water purveyors for a typical residential account with a 5/8-inch meter using 6 CCF (600 cubic feet) of water 
per month, which is the historical average monthly use for SFPUC single-family residential customers. 

TABLE23 
COMPARATIVE MONTHLY RESIDENTIAL WATER CHARGES 

AS OF JULY 1, 2016 

Water Purveyor 
City of Palo Alto 
San Francisco Public Utilities Commission 
City ofHayward 
Alameda County Water District 
Contra Costa County Water District 
East Bay Municipal Utility District 
City of Santa Clara 

(I) Based on monthly usage of6 CCF. 
(Z) Includes drought surcharge. 
(3) Monthly charge for Fiscal Year 2016-17. 

Monthly Charge(ll 
$57.15(2) 

50.96(3) 

46.52 
41.01 (Z) 

40.54(4) 

39.65(4) 

29.70 

(
4

) Contra Costa County Water District and East Bay Municipal Utility District have elevation surcharges. Amounts 
listed above assume the lowest elevation. 

Source: SFPUC, Financial Services 

Impact of Current California Drought on Revenues and Rates 

The current California drought has not altered the four-year retail rate package adopted by the Commission 
on May 13, 2014 that took effect on July 1, 2014. However, in response to regulations adopted by SWRCB, on 
August 26, 2014 the Commission imposed mandatory restrictions, consistent with the SWRCB 's Emergency 
Regulations, on outdoor irrigation by reducing all outdoor irrigation of ornamental landscapes or turf with potable 
water by Retail Customers by at least 10%, for the period October 1, 2014 through June 30, 2015. In response to 
continued drought conditions, the Commission increased the mandatory outdoor irrigation reduction to 25%, 
effective July 1, 2015. To regulate mandatory restrictions, the Commission adopted Excess Water Use charges 
applicable to retail potable water irrigation accounts that do not meet the required reduction level. ' For each 
customer account, an excess use charge for water use above the 90% cumulative allocation for the entire restriction 
period was assessed at either two times the applicable water rate for that account or three times the applicable water 
rate for customers paying the lower interruptible irrigation rate. 

On May 18, 2016, the SWRCB adopted new standards for drought emergency ·water conservation 
regulation that allow utilities to self-certify that they have sufficient available water to meet demand for another 
three years of drought. The SFPUC determined that it does meet this standard and lifted the mandatory 25% 
outdoor irrigation reduction, effective July 1, 2016. Accounts receiving the lower interruptible irrigation rate are 
still subject to a 10% mandatory reduction for the remainder of Fiscal Year 2016-17 and the SFPUC has requested 
that all customers continue with a 10% voluntary reduction in usage. 

Water rates for Retail Customers were established in May 2014 for the four year period from Fiscal Year 
2014-15 through Fiscal Year 2017-18. Because actual water sales have been less than water sales forecasted at the 
time water rates were adopted, retail water sales revenues have been significantly less than forecasted water sales 
revenues. However, the SFPUC was able to offset lower revenues to some extent with reductions to expenditures. 

Capacity Charges 

The SFPUC imposes a capacity charge on any Retail Customer requesting a new connection to the water 
distribution system, or requiring additional capacity as a result of any addition, improvement, modification or 
change in use of an existing connection to the water distribution system. As of July 1, 2016, the capacity charge is 
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$1,302 per equivalent 5/8 inch meter. The capacity charge is adjusted on July 1 of each year by the annual change 
in the 20 City Average Construction Cost Index published by ENR Magazine. 

Operating and Maintenance Expenses 

"Operating and Maintenance Expenses" cover the general operations expenses of the Water Enterprise. 
These expenses include labor and fringe benefits, contractual services, materials and supplies, depreciation, general 
and administrative, services from other departments and other miscellaneous costs. See "HISTORICAL 
OPERA TING RESULTS." Services from other departments include payment for services from other City 
departments, such as· the City Attorney's Office, and the General Services Agency. · Operating and Maintenance 
Expenses include payments to Retch Retchy Water and Power for services related to water storage and delivery. 
See "-Inter-Enterprise Transfers" and "SECURlTY FOR THE BONDS - Rate Covenants." 

Allocation of Costs. The SFPUC allocates various common costs it incurs among the Water Enterprise, 
Retch Retchy Water and Power and the Wastewater Enterprise. Allocations are based on the SFPUC management's 
best estimate and may change from year to year depending on activities undertaken by each enterprise and 
information available. The most recent cost allocation review was done in 2014. For Fiscal Year 2016-17, the 
SFPUC has allocated $44.8 million in administrative costs to the Water Enterprise. For Fiscal Year 2015-16, the 
SFPUC allocated $43.2 million in administrative costs to the Water Enterprise, which is included in the financial 
statements under various expense categories. 

Inter-Enterprise Transfers. An annual transfer occurs from the Water Enterprise to Retch Retchy Water 
and Power to pay for services related to water storage and delivery. The budgeted transfer amount is $34.6 million 
for Fiscal Year 2016-17 and was $36.6 million for Fiscal Year 2015-16. An additional transfer related to power 
purchases is budgeted at $10.1 million for Fiscal Year 2015-16 and was $8.7 million in Fiscal Year 2014-15. 
Should Retch Retchy Water and Power incur higher capital costs or higher operating costs in the future, the amount 
of these transfers could increase. 

Payments to/from the City. 

Payments to City for Interdepartmental Services. A variety of City departments provide services 
such as engineering, purchasing, legal, data processing, telecommunications, and human resources to the 
Water Enterprise and charge amounts designed to recover those costs. The budgeted charge amount is 
$20.9 million for Fiscal Year 2016-17 and was $21.5 million for Fiscal Year 2015-16. 

Lease Certificate of Participation Financing. On October 7, 2009, the City issued $167.67 
million in fixed-rate Certificates of Participation, Series 2009 C and D, to fund the headquarters of the 
SFPUC at 525 Golden Gate Avenue. Pursuant' to a Memorandum of Understanding between the City and 

· the SFPUC, the SFPUC agreed to reimburse the City General Fund for all costs in connection with this City 
financing. This obligation is subordinate to debt service on the Bonds and payments related thereto are 
allocated among the three SFPUC Enterprises. See "OBLIGATIONS PAYABLE FROM REVENUES -
Other Obligations Payable from Revenues." · 

Water Pri.ymentsfrom Other Agencies. The SFPUC receives payments from other agencies of the 
City for their share of the proportionate cost of the service provided to them. In prior fiscal years, the 
Water Enterprise delivered water without charge to certain City departments. In Fiscal Year 2007-08, the 
Water Enterprise began charging all City departments for water (with the exception of itself and Fire 
Department for water dispensed from fire hydrants). The Water Enterprise collected payments from other 
City agencies totaling approximately $6.7 million in Fiscal Year 2014-15 and $7.0 million in Fiscal Year 
2013-14. 

Debt Management and Fund Balance Reserve Policies 

The SFPUC has established "Debt Management Policies and Procedures" for debt financing under its 
jurisdiction. The SFPUC has also established separate "Bond Disclosure Compliance Policies and Procedures". 
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These policies that apply to all SFPUC enterprises, including the Water Enterprise, and are intended to enable the 
SFPUC to effectively manage its debt issuance and administration practices. The "Debt Management Policies and 
Procedures" are reviewed bi-annually and revised, as necessary, with Commission approval. The most recent 
revisions were approved on March 24, 2015. 

The SFPUC also established a "Fund Balance Reserve Policy" in 2010. This policy is applied to the 
long-term financial planning of all SFPUC enterprises, including the Water Enterprise. The Fund Balance Reserve 
Policy states that operating and capital plans, budgets and rates will be projected and proposed for adoption such that 
all bond indenture requirements are met or exceeded and tl;tat Operating Fund Balance Reserves meet one or more of 
the following: total at least 15% of annual revenues; total at least 15% of annual expenditures; or result in Debt 
Service Coverage, on a bond indenture basis, including fund balance reserves available to pay debt service, of at 
least 1.25 times. · 

The SFPUC makes no representation that these policies will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, and makes no representation that these policies will 
be followed by the SFPUC. 

Investment of SFPUC Funds 

The SFPUC's pooled deposits and investments are invested pursuant to State law and the investment policy 
established from time to time by the City Treasurer and overseen by the Treasury Oversight Committee. The current 
policy seeks the preservation of capital, liquidity and yield, in that order. of priority. Under the City Treasurer's 
current investment procedures, the SFPUC's pooled deposits and investments are invested in the City's larger 
pooled investment fund (the "City Pool"). Among other purposes, the City Pool serves in effect as a disbursement 
account for expenditures from the City's various segregated and pooled funds. Investments are generally made so 
that securities can be held to maturity. The City Treasurer calculated the weighted average maturity of these. 
investments as ofJuly 31, 2016 to be 391 days. 

The following table sets forth the approximate book values of the investments held in the City Pool 
reported by the City Treasurer as of July 31, 2016. The Water Enterprise's pooled deposits and investments 
accounted for approximately $441.45 million, or approximately 6.21%, of such amounts. 

TABLE24 
CITY POOLED INVESTMENT FUND 

(AS OF JULY 31, 2016) 

U.S. Treasuries 
Federal Agencies 

Investments 

State & Local Government Agency Obligations 
Public Time Deposits 
Negotiable CDs 
Commercial Paper 
Medium Term Notes 
Money Market Funds 
Supranationals 
Total 

Book Value 
(millions) 

$ 498.2 
3,684.9 

231.9 
1.4 

1,265.1 
537.8 
323.4 
435.5 
124.9 

$7,103.1 

Source: Office. of the Treasurer & Tax Collector of the City and County of San Francisco. 

The SFPUC's non-pooled deposits and investments consist primarily of funds related to the SFPUC's 
Outstanding Bonds, which are invested pursuant to policy established by the SFPUC, subject to the restrictions 
contained in the applicable bond documentation. 
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Risk Management and Insurance 

The SFPUC's risk management program encompasses both self-insured and insured coverage. Risk 
assessments and coverage are coordinated by the SFPUC Enterprise Risk Manager through the City Office of Risk 
Management. With certain exceptions, the City and SFPUC's general approach is to first evaluate self-insurance for 
the risk of loss to which it is exposed. Based on this analysis, the SFPUC has determined that mitigating risk 
through a "self-retention" mechanism is more economical as it manages risks internally and administers, adjusts, 
settles, defends, and pays claims from budgeted resources (i.e., pay-as-you-go). When economically more viable or 
when required by debt financing covenants, the SFPUC obtains commercial insurance. 

At least annually, the City reviews and actuarially determines general liability and workers' compensation 
liabilities, which are recorded as "Damages and Claims" and "Accrued Worker's Compensation" in the financial 
statements. 

The SFPUC does not maintain commercial earthquake coverage for the Water Enterprise, with certain 
minor exceptions, such as a sub-limit for fire-sprinkler leakage due to earthquake under the Property Insurance 
program. 

The following is a summary of the SFPUC's coverage approach to risk: 

Primary Risks · 
. General Liability 
Property 
Workers' Compensation 

Other Risks 
Surety Bonds 
Professional Liability 
Errors & Omissions 
Builders Risk 
Public Officials Liability 

Typical Coverage Approach 
Self-Insured 
Purchased Insurance & Self-Insured 
Self-Insured through City-Wide Pool 

Typical Coverage Approach 
Purchased and Contractually Transferred 
Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Purchased Insurance &·contractual Risk Transfer 
Purchased Insurance 

The SFPUC's property risk management approach varies depending on whether the facility is currently 
under construction, or ifthe property is part of revenue-generating operations. The majority of purchased insurance 
is for revenue-generating facilities, debt-financed facilities, and mandated coverage to meet statutory or contractual 
requirements. 

Additionally, the SFPUC acknowledges the importance of aligning strategic planning to the risk 
management process and has implemented an Enterprise Risk Management ("ERM") program to meet this need. 
The framework provides a strategic approach to managing operational risks. The ERM program has been 
implemented thus far at the SFPUC Business & Financial Services Bureau and Power Enterprises and plans are in 
place to continue implementation across the remainder of the SFPUC. 

Capital Project Risk Management. For capital construction projects, the SFPUC has utilized traditional 
contractual risk transfer, owner-controlled insurance programs or other alternative insurance programs. Under the 
latter two approaches, the insurance program usually provides coverage for the entire construction project, along 
with multiple risk coverages, such as general liability and workers compensation. When a contractual risk transfer is 
used for capital construction risks, the SFPUC requires each contractor to provide its own insurance, while ensuring 
that the full scope of work be covered with satisfactory levels to limit the SFPUC' s risk exposure balanced by that 
which is commercially available. 

Performance bonds are required, and Builder's Risk insurance must be purchased, in most phases of the 
construction contracting process for such phases, as bid, performance, and payment or maintenance. Additionally, 
bonds may be required in other contracts where goods or services are provided to ensure compliance with applicable 
terms and conditions such as warranty. 
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Professional liability policies are either directly purchased insurance on behalf of the SFPUC, transferred 
through contract to the contracted professional, or retained through self-insurance on a case by case basis depending 
on the size, complexity or scope ofconstruction or professional service contracts. Professional liability policies are 
typically purchased for services provided by engineers, architects, design professionals and other licensed or 
certified professional service providers. 

Builder's Risk policies of insurance are required to be provided either through an owner-controlled 
insurance program or the .contractor on all construction projects for the full value of the construction. 

HISTORICAL OPERATING RESULTS 

Summary of Historical Operating Results and Debt Service Coverage 

The historical results of operations reflected in the following table are based on the tables contained in the 
Financial Statements entitled "Statements of Revenues, Expenses and Changes in Net Position" and "Statements of 
Cash Flows" for the Fiscal Years listed. This table presents "Debt Service Coverage" as defined under the Indenture 
and excludes certain non-operating revenue and expenses included in the "Statements of Revenues, Expenses and 
Changes in Net Position" table. Consequently, "Operating and Investment lnco.me" presented in this table differs 
from "Change in net position" in the "Statements of Revenues, Expenses and Changes in Net Position" table. The 
calculation of debt service.coverage includes net operating income and funds not budgeted to be spent in the next 
twelve months and legally available to pay debt service, as permitted under the Indenture. The audited financial 
statements of the Water Enterprise for Fiscal Years 2013-14 and 2014-15, prepared by the SFPUC and audited by 
KPMG LLP, independent certified public accountants, are attached as APPENDIX D to this Official Statement. The 
following table should be read in conjunction with such financial statements. KPMG LLP has not reviewed the 
following table. See "APPENDIX D - SFPUC WATER ENTERPRISE FINANCIAL STATEMENTS." 

(Remainder of Page Intentionally Left Blank) 
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TABLE25 
IDSTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS) <1> 

2011 2012 2013 2014 2015 

OPERATING & INVESTMENT REVENUE 
Charges for Services<2> 

Retail Water Sales $129,186 $159,888 $156,454 $183,140 $189,413 
Wholesale Water Sales 142,201 164,281 544,059 171,687 210,610 

Subtotal- Water Sales $271,387 $324,169 $700,513 $354,828 $400,023 
Rental Income<3> 9,388 9,398 9,599 10,675 12,284 
Other Revenues 6,751 7,161 9,271 12,007 11,908 
Capacity Fees<4> 869 1,373 2,087 2,373 1,832 
Investing Activities<5> 17,283 -33,450 (281) 10,907 5,789 

Total Revenues $305,678 $375,551 $721,189 $390,789 $431,836 

OPERATING & MAINTENANCE EXPENSE 
Personnel Services<6> $111,363 $114,337 $119,151 $119,849 $99,192 
Contractual Services 15,586 14,838 12,819 10,921 12,729 
Materials and Supplies 13,839 12,140 13,074 12,154 12,667 
Depreciation (7) 58,752 64,595 75,448 89,026 95,384 
Services of Other Departments 46,308 49,395 57,684 54,856 60,365 
General/ Administrative & Other<8> 16,079 49,257 25,563 46,749 16,613 

Total Operating Expenses $261,927 $304,562 $303,739 $333,555 $296,950 

OPERATING AND INVESTMENT INCOME $43,751 $70,989 $417,450 $57,234 $134,886 

COVERAGE CALCULATION <9> 

Operating and Investment Income $43,751 $70,989 $417,450 $57,234 $134,886 
+Adjustment to Investing Activities<10> 325 (784) 258 (2,438) 732 
+Depreciation & Non-Cash Expenses 60,619 72,264 78,323 95,355 98,192 
+Changes in Working Capital<11> 21,052 16,714 52,193 46,088 (37,175) 
="Net Revenue" per Indenture $125,747 $159,183 $548,224 $196,239 $196,635 
+Other Available Funds<12> 44,130 . 27,473 26,744 287,522 248,390 
Funds Available for Debt Service $169,877 $186,656 $574,968 $483,761 $445,025 
Bond Debt Service $86,554 $122,289 $248,530 $141,325 $192,312 

Debt Service Coverage<13) 

(1) 

(2) 

(J) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Indenture Basis(I4) l.96x l.53x 2.3lx 3.42x 2.3lx 
Current Basis<15> l.45x l.30x 2.2lx l.39x l.02x 

Operating and Investment Income presented in this table differs from the Change in Net Assets presented in the Statement of Revenues, 
Expenses and Changes in Net Assets in the Audited Financial Statements. See "APPENDIX D - SFPUC WATER ENTERPRISE 
FINANCIAL STATEMENTS." This table presents Debt Service Coverage as defined under the Indenture and excludes certain elements of 
non-operating revenue and expenses included in the Statements of Revenues, Expenses and Changes in Net Position. Examples of excluded 
elements are Grant Revenue, Interest Expense and Gains from Sale of Assets. 
Increase in Fiscal Year 2014-15 resulting from adopted rate increase of 19.6% for Wholesale Customers and 12% for Retail Customers 
beginning July 1, 2014. 
Increase in Fiscal Year 2014-15 due to rent increases on two SFPUC properties in Millbrae, California. 
Decrease in Fiscal Year 2014-15 due to rate structure changes effective July 2014. 
Interest and investment income decrease in Fiscal Year 2014-15 due to lower average cash balance with City Treasury and fiscal agent. 
Decrease in Fiscal Year 2014-15 due to pension cost reduction resulting from implementation of GASB Statement No. 68. 
Increase due to increase in capitalized assets. 
Decrease in Fiscal Year 2014-15 due to lower project spending and damage claims. 
Indenture defines "Net Revenue" on a cash basis. See "SECURITY FOR THE BONDS" and "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE." 

oo) Represents adjustments to show investing activities on a cash basis. 
(llJ Fiscal Year 2014-15 decrease in working capital primarily driven by $27.1 million decrease in Wholesale Balancing Account, $9. 7 million 

decrease in pollution remediation liability for Lake Merced site, $23.4 million in deferred pension obligations in accordance with GASB 
Statement No. 68, and $6.3 million decrease in accrued payroll, vacation, and sick leave. 

<12l Per Indenture, in addition to current year cash flow, "Indenture Basis" coverage calculation permits inclusion of certain "Other Available 
Funds," which are not budgeted to be spent in such twejve months and legally avail.able to pay debt service. See "SECURITY FOR THE 
BONDS" and "APPENDIX A - SUMMARY OF CERTAIN PROVISIONS OF THE" INDENTURE." See also "FINANCIAL 
OPERATIONS-Capital Cost Recovery Prepayment." 
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<13l Coverage does not include debt service on subordinate obligations, including the Water Enterprise's share oflease payments associated with 
the 2009 Golden Gate COPs and debt service on Commercial Paper Notes. In addition, as a result of the prepayment of annual capital cost 
recovery payments to the SFPUC being treated as Revenues from the Wholesale Customers in Fiscal Year 2012-13, "Wholesale Water 
Sales" increased in Fiscal Year 2012-13 to approximately $531 million from $131 million in Fiscal Year 2011-12. This also contributed 
towards "Debt Service Coverage" increasing to 2.31 times in Fiscal Year 2012-13 from 1.53 times in Fiscal Year 2011-12. In Fiscal Year 
2013 14, the Water Enterprise realized "Debt Service Coverage" of 3.42 times as a result of the considerably higher "Funds Available for 
'Debt Service," the decreased debt service resulting from the defeasance of the certain Water Revenue Bonds, while also factoring in the 
foregone "Wholesale Water Sales" of approximately $28.2 million due to the discharge of the Wholesale Customers' annual capital cost 
recovery obligation. See "FINANCIAL OPERATIONS - Wholesale Water Sales Revenue - Capital Cost Recovery Prepayment" herein. 

<14l Calculated as the sum of Net Revenues and certain available fund balances of the SFPUC or Water Enterprise, divided by Annual Debt 
Service. The Indenture includes a rate covenant of 1.25 times coverage. See "SECURITY FOR THE BONDS - Rate Covenants - Debt 
Service Coverage." 

<I;) Unaudited. Calculated as ratio between Net Revenues over debt service on all senior lien obligations; excludes "Other Available Funds." 
Source: SFPUC, Financial Services 

PROJECTED OPERATING RESULTS 

The following table presents projected operating results for the Water Enterprise. These projections are 
based on an analysis of historic trends, adjusted where appropriate for known or anticipated changes in operations. 
The projections are also based on 'the assumption that all retail water rate increases necessary to finance the WSIP 
and the Water Enterprise's non-WSIP capital improvement program will be approved and implemented. 

THESE PROJECTIONS, ALL OR SOME OF WHICH MAY OR MAY NOT BE REALIZED, ARE 
BASED ON THE ISSUANCE OF ADDITIONAL SERIES OF BONDS FOR THE REMAINDER OF WSIP, AS 
WELL AS NON-WSIP. CAPITAL PROJECTS AS CURRENTLY PROPOSED. CHANGES IN THE 
CIRCUMSTANCES THAT FORM THE BASES FOR THE ASSUMPTIONS USED IN DEVELOPING THESE 
PROJECTIONS, AS WELL AS UNANTICIPATED EVENTS, MAY OCCUR SUBSEQUENT TO THE DATE OF 
THE OFFICIAL STATEMENT. THEREFORE, ACTUAL RESULTS MAY DIFFER MATERIALLY FROM 
THE PROJECTIONS SHOWN. 

(Remainder of Page Intentionally Left Blank) 
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REVENUE 

TABLE26 
PROJECTED REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE 
FOR FISCAL YEAR ENDING JUNE-30 

(IN THOUSANDS)* 

Pre-Audit** Five-Year Forecast 

2016 2017 2018 2019 2020 2021 

·Retail Revenues(!) $186,814 $209,564 $230,520 $246,656 $273,789 $303,905 
Retail Water Sales Rate Adjustments<2l 22,418 20,956 16,136 27,132 30,117 33,430 
Wholesale Revenues<3l 159,611 204,276 218,443 230,427 248,662 266,502 
Wholesale Water Sales Rate Adjustments<4l 44,669 14,163 11,984 18,235 17,840 30,553 
Other Miscellaneous Income<5l 29,252 27,824 28,621 29,540 30,366 31,292 

Total Revenues t $442,764 $476,784 $505,705 $551,991 $600,774 $665,682 

OPERATING AND MAINTENANCE EXPENSE<6l $238,721 $245,113 $241,632 $249,661 $254,581 $259,532 

NET OPERATING REVENUE $204,043 $231,671 $264,073 $302,329 $346,193 $406,151 

plus AVAILABLE FUND BALANCE 142,722 132,700 117,568 113,820 101,524 83,572 
FUNDS AVAILABLE FOR DEBT SERVICEt <7l $346,765 $364,371 $381,641 $416,149 $447,716 $489,722 

DEBT SERVICE <8l $219,195 $228,632 $232,268 $254,677 $295,303 $341,089 
DEBT SERVICE COVERAGE<9l 
Indenture Basis (minimum 1.25) (lo) l.58x 1.59x l.64x l.63x l.52x 
Current Basis (minimum 1.00) <11l<12l l.04x l.06x l.14x l.19x l.17x 

Preliminary, subject to change. 
Represents estimated financial results for Fiscal Year 2015-16. Audited financial statements for Fiscal Year 2015-16 will be incorporated 
when available. 
Totals may not add due to independent rounding. 

<1l Assumes projected average daily billed consumption of 58.9 mgd for Fiscal Years 2016-17 through 2020-21. Fiscal Year 2015-16 actuals 
were 58.9 mgd. See "THE WATER ENTERPRISE- Historic Water Sales and Top Customers." 

<2l Includes average annual rate increases of 12.0%, 10.0%, 7.0% and 11 % approved for Fiscal Years 2015-16 through 2018-19, and assumes a 
projected increase of 11% for Fiscal Years 2019-20 and Fiscal Years 2020-21. See "FINANCIAL OPERATIONS - Retail Water Sales 
Revenue." 

<3l Assumes projected average daily billed consumption of 110.0 mgd for Fiscal Years 2016-17 through 2020-21. Fiscal Year 2015-16 actuals 
were 110.8 mgd. See "THE WATER ENTERPRISE- Historic Water Sales and Top Customers." 

<4l Includes approved rate increase of 28.0% in Fiscal Year 2015-16, and assumes projected rate increases of7% in Fiscal Year 2016-17, 5.0% 
in Fiscal Year 2017-18, 8.0% in Fiscal Year 2018-19, 7.0% in Fiscal Year 2019-20, and 11% in Fiscal Year 2020-21. See "FINANCIAL 
OPERATIONS - Wholesale Water Sales Revenue." 

<5l Includes, among other amounts, projected interest income: property rentals, recoveries and service. installation charges. 
<6l Represents Operating and Maintenance Expense net of depreciation and other non-cash items per Indenture. See "SECURITY FOR THE 

BONDS" and "APPENDIX A- SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE." 
(7J Represents Net Revenues under the Indenture. See "SECURITY FOR THE BONDS." 
<•) Debt Service on Outstanding Bonds, net of capitalized interest and anticipated Build America Bonds interest subsidy payments. Assumes 

future issuance of Additional Series of Bonds of approximately $250 million in Fiscal Year 2016cl7, $658 million in Fiscal Year 2017-18, 
$130 million in Fiscal Year 2018-19, $377 million in Fiscal Year 2019-20, and $410 million in Fiscal Year 2020-21. Does not include 
savings from issuance of2016 Series AB Bonds and refunding of Refunded Bonds. 

<9l Coverage does not include debt service on subordinate obligations, including the Water Enterprise's share oflease payments associated with 
the 2009 Golden Gate COPs and debt service on Commercial Paper Notes. 

(lO) Calculated as the sum of Net Revenues and certain available fund balances of the Water Enterprise, divided by Annual Debt Service. The 
Indenture includes a rate covenant of 1.25 times coverage. See "SECURITY FOR THE BONDS - Rate Covenants - Debt Service 
Coverage." . . 

(ll) The Water Enterprise budgeted and appropriated $24.0 million, $10.8 million, and $1.6 million of available fund balances to be used as a 
source of funds in Fiscal Years 2015-16, 2016-17, and 2017-18, respectively. Such amounts offset Operating and Maintenance Expenses in 
sufficiency of Revenues calculations. See"- Management Discussion of Projections." 

<12l Calculated as ratio b.etween Net Revenues over debt service on all senior lien obligations; excludes "Other Available Funds." 
Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. See "FORWARD 

LOOKING STATEMENTS" above. 
Source: SFPUC, Financial Services. 
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In the preparation of the projections set forth in the table above, the SFPUC has made certain assumptions 
with respect to conditions that may occur in the future. While the SFPUC believes these assumptions are reasonable 
for the purpose of the projections, they are dependent on future events, and actual conditions are likely to differ, 
perhaps materially, from those assumed. To the extent actual future conditions differ from those assumed by the 
SFPUC or provided to the SFPUC by others, actual results will vary from those projected. This projected 
information has not been compiled, reviewed or examined by the SFPUC's independent accountants. 

The assumptions used in the table above are as follows: 

Projected Revenue Assumptions. For purposes of projecting revenues, water sales volumes declined in 
Fiscal Year 2015-16 as compared to Fiscal Year 2014-15 and are projected to be flat at these lower levels during the 
forecast period. The projected revenues are based on projected water sales and the schedules of rates to be effective 
in each year. In May 2014, the SFPUC adopted schedules of water rates for Retail Customers to be effective in eac;h 
of the Fiscal Years 2014-15 through 2017-18. The adopted schedules provide for 12.0% rate increases in Fiscal 
Year 2015-16, an 11.0% rate increase in Fiscal Year 2016-17 and a 7.0% rate increase in Fiscal Year 2017-18. See 
"FINANCIAL OPERATIONS - Retail Water Sales Revenue." The projections assume a further retail rate increase 
of 11.0% annually for Fiscal Year 2018-19 through Fiscal Year 2020-21. 

Revenues from sales of water to the Wholesale Customers are calculated in accordance with the WSA. The 
adopted rate schedule included a 28 .0% rate increase in Fiscal Year 2015-16 and a 9 .3% rate increase in Fiscal Year 
2016-17. Projections assume further annual wholesale rate increases of 5%, 8%, 7% and 11% for Fiscal Year 
2017-18, Fiscal Year 2018-19, Fiscal Year 2019-20 and Fiscal Year 2020-21, respectively. 

Water volume sales to the Wholesale Customers and Retail Customers are projected to be flat from Fiscal 
Years 2015-16 through 2020-21. These levels are 12.8% and 4.5% lower, respectively, than those in Fiscal Year 

. 2014-15 and used to formulate the budget for Fiscal Years 2016-17 and 2017-18. 

Interest earnings assume annual yields of 1.00% in Fiscal Year 2015-16, 1.25% in Fiscal Year 2016-17, 
1.5% in Fiscal Year 2017-18 and 2.0% thereafter. · 

ProjecteiOperating Expense Assumptions. The SFPUC has adopted an operating budget through Fiscal 
Year 2017-18. For the remaining years in the projection, Operating and Maintenance Expenses are projected to grow 
at 3% per year for Fiscal Year 2018-19, Fiscal Year 2019-20 and Fiscal Year 2020-21. 

Projected Debt Service Assumptions. Projected debt service reflects projected Annual Debt Service on 
Outstanding Bonds and anticipated Additional Series of Bonds (net of capitalized interest and debt service reserve 
fund earnings). Assumptions include no reserve account and up to three years of capitalized interest for all future 
issuances of Additional Series of Bonds. · 

Projected debt service reflects an offset for Refundable Credits to reduce the amount of interest used in 
calculating Annual Debt Service. See "SECURITY FOR THE BONDS" and "APPENDIX A- SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE". 

Issuances of Additional Series of Bonds are at an assumed 5% borrowing rate. Actual issuance dates; 
borrowing rates and capitalized interest periods for Additional Series of Bonds may vary. 

Following the issuance of the 2016 Series AB Bonds, the SFPUC anticipates that it will issue the next 
Additional Series of Bonds to refinance WSIP projects originally financed with Commercial Paper Notes in Fiscal 
Year 2016-17 in an aggregate principal amount of approximately $250 million. The SFPUC may issue additional 
refunding bonds from time to time in response to market conditions in order to achieve debt service savings. See 
"FINANCING OF CAPITAL IMPROVEMENTS." 
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Management Discussion of Projections 

The SFPUC's water customers have responded to the current California drought with conservation efforts 
that have exceeded the call for 10% voluntary demand reductions. See "'.fHE WATER ENTERPRISE - Current 
California Drought." Fiscal Year 2015-16 combined Retail and Wholesale Customer water sale revenues were 
lower than budgeted by $59.8 million ($16.6 million for Retail Customers and $43.2 million for Wholesale 
Customers). The Wholesale Customer revenue variance will be recaptured in Fiscal Year 2016-17 through the 
Wholesale Revenue Requirement recovery mechanism set forth in the 2009 Water Supply Agreement. See 
"FINANCIAL OPERATIONS- Wholesale Water Sales Revenues." ·In addition, retail water rates increased by 10% 
on July 1, 2016 for Fiscal Year 2016-17 as part of the four-year annual rate increase package that has already been 
approved through Fiscal Year 2017-18. See "FINANCIAL OPERATIONS-Retail Water Rate Adjustments." 

Should the drought persist, resulting in lower than forecast demand and sales, the SFPUC will manage 
revenues and expenditures so as to comply with Indenture based rate covenants, as well as meet its "Fund Balance 
Reserve Policy" targets. See "SECURITY FOR THE BONDS - Rate Covenants" and "FINANCIAL 
OPERATIONS - Debt Management and Fund Balance Reserve Policies." 

RISK FACTORS 

This section provides a general overview of certain risk factors which should be considered, in addition to 
the other matters set forth in this Official Statement, in evaluating an investment in the 2016 Series AB Bonds. This 
section is provided for convenience and is not meant to be a comprehensive or definitive discussion of all of the risks 
associated with an investment in the 2016 Series AB Bonds. The order in which this information is presented does 
not necessarily reflect the relative importance of various risks or the probability of their occurrence. 

Potential investors in the 2016 Series AB Bonds are advised to consider the following factors, among 
others, and to review this entire Official Statement ·to obtain information essential to the making of an informed 
investment decision. Any one or more of the risk factors discussed below, among others, could lead to a decrease in 
the market price and/or in the marketability of the 2016 Series AB Bonds or adversely affect the ability of the 
SFPUC to make timely payments of principal of or interest on the 2016 Series AB Bonds. There can be no 
assurance that other risk factors not_ discussed herein will not become material and the SFPUC has not undertaken 
to update investors about the emergence of the risk factors in the future. 

Gener.al 

The ability of the SFPUC to comply with its covenants under the Indenture and to generate Revenues 
sufficient to pay principal of and interest on the 2016 Series AB Bonds may be adversely affected by actions and 
events outside of the control of the SFPUC and may be adversely affected by actions taken (or not taken) by voters, 
property owners, taxpayers or persons obligated to pay fees and charges. Amorig other matters, drought, general and 
local economic conditions and changes in law and government regulations could adversely affect the amount of 
Revenues realized by the SFPUC or significantly raise the cost of operating 'the Water Enterprise. 

In addition, the realization of future· Revenues is subject to, among other things, the capabilities of 
management of the SFPUC, the ability of the SFPUC to provide service to its Retail Customers and the Wholesale 
Customers, the ability of the SFPUC to establish, maintain and collect charges from its Retail Customers and the 
Wholesale Customers and the ability of the SFPUC to establish, maintain and collect rates and charges sufficient to 
pay for Operation and Maintenance Costs of the Enterprise, the 2016 Series AB Bonds and other obligations payable 
from Revenues. See "FINANCIAL OPERA TI ONS" and "OBLIGATIONS PAY ABLE FROM REVENUES." 

Limited Obligation 

If the SFPUC defaults on its obligations to make debt service payments on the Bonds, the Trustee has the 
right ·under the Indenture to accelerate the total unpaid principal amount of the Bonds. However, in the event of a 
default and such acceleration, there can be no assurance that the SFPUC, and correspondingly the Trustee, will have 
sufficient moneys available for payment of the 2016 Series AB Bonds. 
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The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2016 Series 
AB Bonds except from Revenues of the Water Enterprise. The SFPUC has no taxing power. The General 
Fund of the City is not liable for the payment of the principal of, or premium, if any, or interest on the 2016 
Series AB Bonds, and neither the credit nor the taxing power of the City is pledged to the payment of the 
principal of, or premium, if any, or interest on the 2016 Series AB Bonds. The 2016 Series AB Bonds are not 
secured by a legal or equitable pledge of, or charge, lien or encumbrance upon, any property of the City or of 
the SFPUC or any of its income or receipts, except Revenues. 

No Bond Reserve Account 

No Bond Reserve Account has been established for the 2016 Series AB Bonds. The Bond Reserve 
Accounts established with respect to other Series of Bonds do not secure the 2016 Series AB Bonds. Therefore, the 
only security pledged to the holders of the 2016 Series AB Bonds are the Revenues pledged under the Indenture and 
the covenant of the SFPUC to impose rates and charges necessary to pay debt service on the 2016 Series AB Bonds. 

Risks Related to Water Enterprise Facilities and Operations 

The operation of the Water Enterprise, and the physical condition of the Water Enterprise facilities, are 
subject to a number of risk factors that could adversely affect the reliability of the SFPUC's water supply, or 
increase the operating expenses of the Water Enterprise. Prolonged damage to the Water Enterprise could interrupt 
the ability of the SFPUC to realize Revenues sufficient to pay principal of and .interest on the 2016 Series AB 
Bonds, or require the SFPUC to increase expenditures for repairs significantly enough to adversely impact the 
SFPUC's ability to pay the principal of or interest on the 2016 Series AB Bonds. These factors could include, 
among others, the following. 

Failure of Water Facilities. Many of the Water Enterprise's facilities have been in service for an extended 
period and may have reached the end of their useful lives. See "WATER FACILITIES - Physical Condition of 
Facilities", "CAPITAL IMPROVEMENT PROGRAM" and "APPENDIX C - WATER SYSTEM 
IMPROVEMENT PROGRAM." 

Seismic Hazards. The Water Enterprise's distribution, treatment and transmission systems and some of the 
facilities of the Retch Hetchy Project are located in seismically active regions of the State, and cross three major 
known active fault zones (the San Andreas Fault, the Hayward fault and the Calaveras Fault). See "WATER 
FACILITIES - Seismic Hazards." 

Other Natural and Man-Made Disasters. Other natural disasters, including without limitation, wildfires, 
flooding, landslides, or man-made disasters or accidents, including without limitation natural gas pipeline failures or 
explosions, could interrupt operation of the Retch Hetchy Project or the Regional Water System, result in liability 
claims against the Water Enterprise, or otherwise adversely impact the Water Enterprise's ability to provide services 
or collect Revenues. See "WATER FACILITIES - Wildfire Considerations". 

Casualty Losses. The SFPUC's risk management program includes both self-insured and insured 
coverages; however, the program does not provide coverage for every conceivable. risk of loss. Damage attributable 
to seismic events and environmental pollution are excluded. In situations where the SFPUC has not purchased 
commercial coverage, the Water Enterprise has a 'self-retention' program that it administers and retains budgeted 
resources internally to provide coverage for loss liabilities. See also "FINANCIAL OPERATIONS - Risk 
Management and Insurance." The SFPUC is not required to either insure against or self-insure against every 
potential risk of loss, and there is a risk that damage or destruction of property and equipment comprising the Water 
Enterprise could occur for which no insurance or self-insurance funds will be available. There can be no assurance 
that insurance providers will pay claims under any policies promptly, or at all, should a claim be made under such 
policies in connection with property loss or damage. It is possible that an insurance provider will refuse to pay a 
claim, especially if it is substantial, and force the SFPUC to sue to collect on or settle the insurance claim. Further, 
there can be no assurances that any insurance proceeds will be sufficient to rebuild or replace any damaged property. 
The SFPUC is authorized under the WSA to adopt emergency rate increases which helps to mitigate this risk. 
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Drought. The State is located in a semi-arid region and is subject to periodic drought. An extended 
drought could adversely affect the ability of the SFPUC to deliver water sufficient to satisfy all of the demands of its 
customers. If the SFPUC were to deliver less water to its customers, the SFPUC would need to increase the rates 
payable by customers or Revenues would decline. The SFPUC may also seek to acquire, and would be obligated to 
pay the cost of, additional water to deliver to its customers. The SFPUC has adopted a drought planning sequence 
and associated operating procedures respecting the delivery of water during a drought. The SFPUC is authorized 
under the WSA to adopt drought surcharges if needed. See "THE WATER .ENTERPRISE - Water Supply 
Reliability and Drought Planning." For a discussion of the current California drought, see "THE WATER 
ENTERPRISE - Current California Drought". 

Safety and Security. The occurrence of military conflicts and terrorist activities could adversely impact the 
operations of the Water System or the finances of the SFPUC. The SFPUC continually plans .and prepares for 
emergency situations. See "WATER FACILITIES - Safety and Security." However, there can be no .assurance that 
any existing or additional safety and security measures will prove adequate in the event that military conflicts or 
terrorist activities are directed against the assets of the Water Enterprise. The costs of security measures could be 
greater than presently anticipated. 

Cybersecurity. The SFPUC has adopted information security policies and maintains an active information 
security program, which has been reviewed by independent third-party consultants engaged by the SFPUC. The 
SFPUC has appointed a Chief Information Security Officer who is responsible for annual updates to the SFPUC's 
information security policies and is charged with identifying and monitoring threats which are typically addressed 
by the SFPUC's information technology services team, and educating staff concerning vulnerabilities. The 
SFPUC's information security policies include policies intended to support network, computer and mobile device 
security (both digital and physical), e-mail security, anti-virus requirements, operating system and application 
patching, encryption requirements and secure computing asset disposal. The SFPUC's information security policies 
further include a guideline that, at least every two years, the SFPUC will engage external consultants to audit and 
assess the internal controls of the SFPUC's information security program. · 

The SFPUC does not purchase liability insurance covering cyber-losses. The SFPUC does require its 
vendors to purchase Technology Errors & Omissions coverage. 

Statutory and Regulatory Compliance. The operation of the Water Enterprise is subject to a variety of 
federal and State statutory and regulatory requirements concerning matters such as water quality, dam safety, 
instream fishery flows and endangered species. SFPUC's failure to comply with applicable laws and regulations 
could result in significant fines and penalties. In addition·to claims by private parties, changes in the scope and 
standards for public agency water systems such as the Water Enterprise may also lead to administrative orders 
issued by federal or State regulators. Future compliance with such orders could also impose substantial additional 
operating expenses on the Water Enterprise. See "REGULATORY MATTERS." 

Endangered Species. Various aquatic species (including native fishes) present in the Tuolumne River and 
Bay Area streams (e.g., Alameda, San Mateo and Pilarcitos Creeks) are either listed or candidates for listing under 
the State or federal endangered species acts. New listings and future enforcement actions under the acts, or 
conditions placed in permits to undertake construction for certain projects, could potentially directly affect water 
flow and/or water supplies available to·the Water Enterprise. See "REGULATORY MATTERS - Endangered 
Species". 

Labor Actions. The Charter prohibits SFPUC and other City employees from engaging in certain labor 
actions (e.g. strikes). Nonetheless, a labor action could limit the SFPUC's ability to operate the Water Facilities and 
adversely impact Revenues. 

Proposals to Dismantle Hetch Hetchy Reservoir. Various environmental advocates have from time to 
time. proposed the dismantling of O'Shaughnessy Dam with the aim of draining Retch Hetchy reservoir and 
restoring the Retch Hetchy Valley, most recently thm1,1gh a lawsuit filed in April 2015 in Tuolumne County 
Superior Court. Any such litigation, if successful, could impose substantial additional operating and capital 
expenses on the Water Enterprise. See "FUTURE DEMAND AND SUPPLY - Proposals to Restore Retch Hetchy 
Valley." 
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Construction Related Risks 

Construction project!) for the Water Enterprise are subject to ordinary construction risks and delays 
applicable to projects of their kind, including but not limited to (i) inclement weather affecting contractor 
performance and timeliness of completion, which could affect the costs and availability of, or delivery schedule for, 
equipment, components, materials, labor or subcontractors; (ii) contractor claims or nonperformance; (iii) failure of 
contractors to execute within contract price; (iv) work stoppages or slowdowns; (v) failure of contractors to meet 
schedule terms; (vi) errors or omissions in contract documents requiring change orders; (vii) the occurrence of a 
major seismic event; or (viii) unanticipated project site conditions, including the discovery of hazardous materials on 
the site or other issues regarding compliance with applicable environmental standards, and other natural hazards or 
seismic events encountered during construction. In addition, Water Enterprise construction projects may require 
scheduling system shutdowns to avoid impacting water deliveries and many shutdown windows are inflexible. 
Increased construction costs or delays could impact the Water Enterprise's financial condition in general and the 
implementation of its capital programs in particular. 

Limitations on Rate-Setting 

The generation of Revenues sufficient to satisfy the requirements of the Indenture and to pay the principal 
of and interest on the 2016 Series AB Bonds will require the SFPUC to raise the water rates payable by its 
customers. The increase or maintenance of retail water rates is subject to various substantive and procedural 
requirements and limitations. See "FINANCIAL . OPERATIONS - Retail Water Sales Revenue" and 
"CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS." 

Water rates payable by the Wholesale Customers are established under the WSA, which will help reduce 
the risk that Revenues will be insufficient for the purposes described in this section. Rates established pursuant to 
the WSA are subject to the substantive requirements and the procedures, including procedures for resolving 
disputes, of applicable law and as set forth in the WSA. The WSA also provides for rate adjustments for drought 
and non-drought emergencies if needed. See "FINANCIAL OPERATIONS- Wholesale Water Sales Revenue" and 
"APPENDIX B - SUMMARY OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT." 

Initiative, Referendum, Charter Amendments and Future Legislation 

Under the State Constitution, the voters of the State have the ability to initiate legislation and require a 
public vote on legislation passed by the State Legislature through the powers of initiative and referendum, 
respectively. The SFPUC is unable to predict whether any such initiatives might be submitted to or approved by the 
voters, the nature of such initiatives, or their potential impact on the SFPUC or the Water Enterprise. See 
"CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS." 

Under the Charter, .the voters of the City can restrict or revise the powers of the SFPUC through the 
approval ofa Charter amendment or other initiative. For example, in June 1998, the electorate of the City approved 
Proposition H which, subject to certain exceptions, including a limited exception to raise rates to pay debt service on 
voter-approved debt, and froze the SFPUC's water and sewer rates through July 1, 2006. The SFPUC can give no 
assurance that the electorate will not seek in the future to freeze or limit rate increases. See "CONSTITUTIONAL, 
STATUTORY AND CHARTER LIMITATIONS - Charter Limitations." 

In addition, the SFPUC is subject to various laws, rules and regulations adopted by the local, State and 
federal governments and their agencies. The SFPUC is unable to predict the adoption or amendment of any such 
laws, rules or regulations, or their effect on the operations or financial condition of the SFPUC. 

Increased Operating and Maintenance Expenses 

There can be no assurance that the Operating and Maintenance expenses of the SFPUC, such as wages and 
salaries, pension and other benefits, and purchased power costs, will not increase, perhaps substantially. 
See "FINANCIAL OPERATIONS-.Operating and Maintenance Expenses." 
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Commercial Paper Credit Facilities 

The bank credit facilities supporting the Water Commercial Paper Notes are subject to early termination 
upon the occurrence of certain events, including the failure of the Water Enterprise to make certain payments, the 
occurrence of certain bankruptcy or insolvency-related events or the reduction below specified levels or the 
withdrawal or suspension of ratings on certain obligations .of the Water Enterprise payable from Net Revenues. 
Upon the occurrence of such termination, one or more of the following would likely occur: (a) the SFPUC would be 
prohibited from issuing additional notes supported by such credit facilities; (b) any principal of or interest on Water 
Commercial Paper Notes paid from a draw on a credit support facility would become a reimbursement obligation of 
the Water Enterprise to the bank providit1g such facility, and such reimbursement obligation could bear interest' at 

. rates higher than the rates borne by the Water Commercial Paper Notes; and ( c) amortization of such reimbursement 
obligation would be required. The Water Commercial Paper Notes and any reimbursement obligations are payable 
from Net Revenues on a basis subordinate to the Bonds. See "OBLIGATIONS PAYABLE FROM REVENUES
Subordinate Debt and Commercial Paper". 

Potential Impacts of Climatic Change 

Climate change could result in adverse impacts on the Regional Water System and associated watersheds. 
See "THE WATER ENTERPRISE- Potential Impact of Climatic Change.'.' 

Economic, Political, Social and Environmental Conditions 

Changes in economic political, social, or environmental conditions on a local, state, federal, and/or 
international level may adversely affect investment risk generally. Such conditional changes may include (but are 
not limited to) fluctuations in business production, consumer prices, or financial markets, unemployment rates; 
availability of skilled labor, technological advancements, shortages or surpluses in natural resources or energy 
supplies, changes in law, social unrest, fluctuations in the crime rate, political conflict, acts of war or terrorism, 
environmental damage, and natural disasters. 

Bankruptcy or Financial Failure of Wholesale Customers 

The financial failure or bankruptcy of a Whqlesale Customer could adversely affect the ability of such 
Wholesale Customer to horror its obligation under the WSA (including its obligation to pay the purchase price of · 
water delivered by the SFPUC to such Wholesale Customer). 

The SFPUC is not aware of the existing or impending financial failure or bankruptcy of any Wholesale 
Customer, but there can be no assurance that a financial failure or bankruptcy of a Wholesale Customer will not 
occur. If a Wholesale Customer were to become bankrupt, the SFPUC may be unable to enforce the terms of the 
WSA against such Wholesale Customer and the SFPUC's right to receive payment for water delivered prior to 
bankruptcy but not invoiced or invoiced but not paid may be limited to the rights of an unsecured creditor of the 
bankrupt entity. Further, there can be no assurance that the SFPUC will be physically able or legally permitted to 
cease or interrupt deliveries of water to a non-paying Wholesale Customer. 

Although no assurance can be provided, the SFPUC believes that any reduction in Revenues as a result of 
the inability to collect payment for water delivered to a bankrupt Wholesale Customer or as a result of any 
temporary interruption or reduction of water deliveries will not be material. The SFPUC further believes that, 
following such bankruptcy, the amount of water delivered for the service area currently served by such Wholesale 
Customer will not be reduced and that the SFPUC will be able to obtain payment for such water on terms 
comparable to the terms of the WSA. 

Bankruptcy of the City 

The SFPUC, being an enterprise department of the City, likely cannot itself file for bankruptcy. While an 
involuntary bankruptcy petition cannot be filed against the City, the City is authorized to file for bankruptcy under 
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certain circumstances. Should the City file for bankruptcy, there could be adverse effects on the holders of the 2016 
Series AB Bonds. 

To the extent that the Revenues_ are "special revenues" under the United States Bankruptcy Code (the 
"Bankruptcy Code"), then Revenues collected after the date of the bankruptcy filing should be subject to the lien of 
the Indenture. If any or all of the Revenues are determined not to be "special revenues," then any such amounts 
collected after the commencement of the bankruptcy case will likely not be subject to the lien of the Indenture. The 
holders of the 2016 Series AB Bonds may not be able to assert a claim against any property of the City other than 
the Revenues, and if any or all of the Revenues are no longer subject to the lien of the Indenture, then there may be 
limited, if any, funds from which the holders of the 2016 Series AB Bonds are entitled to be paid. 

The Bankruptcy Code provides that "special revenues" can be applied to necessary operating expenses of 
the project or system, before they are applied to other obligations. This rule applies regardless of the provisions of 
the transaction documents. It is not clear precisely which expenses would constitute necessary operating expenses 
and any definition irt the transaction documents may not be applicable. 

If the City is in bankruptcy, the parties (including the Trustee and the holders of the 2016 Series AB Bonds) 
may be prohibited from taking any action to collect any amount from the City or to enforce any obligation of the 
City, unless the permission of the bankruptcy court is obtained. These restrictions may also prevent the Trustee 
from making payments to the holders of the 2016 Series AB Bonds from funds in the Trustee's possession. The rate 
covenants (see "SECURITY FOR THE BONDS - Rate Covenants") may not be enforceable in bankruptcy by the 
Trustee or the holders of the 2016 Series AB Bonds. 

Revenues are deposited with and held by the Treasurer and may be commingl~d with other City funds. 
See "SECURITY FOR THE BONDS - Revenue Fund." If the City goes into bankruptcy, the City may not be 
required to turn over to the Trustee any Revenues that are in its possession at the time of the bankruptcy filing. In 
addition, if the City has possession of Revenues (whether collected before or after commencement of the 
bankruptcy) and ifthe City does not voluntarily turn over such Revenues to the Trustee, it is not entirely clear what 
procedures the Trustee and the holders of the 2016 Series AB Bonds would have to follow to attempt to obtain 
possession of such Revenues, how much time it would take for such procedures to be completed, or whether such 
procedures would ultimately be successful. 

The City may be able to borrow additional money that is secured by a lien on any of its property (including 
the Revenues), which lien could have priority over the lien of the Indenture, or to cause some of the Revenues to be 
released to it, free and clear of lien of the Indenture, in each case as long as the bankruptcy court determines that the 
rights of the Trustee and the holders of the 2016 Series AB Bonds will be adequately protected. 

If the City is in bankruptcy it may be able, without the consent and over the objection of the Trustee and the 
holders of the 2016 Series AB Bonds, to alter the priority, interest rate, principal amount, payment terms, collateral, 
maturity dates, payment sources, covenants (including tax-related covenants), and other terms or provisions of the 
Indenture and the 2016 Series AB Bonds, as long as the bankruptcy court det_ermines that the alterations are fair and 
equitable. 

There may be delays in payments on the 2016 Series AB Bonds while the court considers any of these 
issues. There may be other possible effects of a bankruptcy of the City that could result in delays or reductions in 
payments on the 2016 Series AB Bonds, or result in losses to the holders of the 2016 Series AB Bonds. Regardless 
of any specific adverse determinations i_n a City bankruptcy proceeding, the fact of a City bankruptcy proceeding 
could have an adverse effect on the liquidity and value of the 2016 Series AB Bonds. 

The City may invest the Revenues in the City's Pooled Investment Fund. See "FINANCIAL 
OPERATIONS - Investment of SFPUC Funds." Should those investments suffer any losses, Revenues may be 
lower than expected, and there may be delays or reductions in payments on the 2016 Series AB Bonds. 
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Limitations on Remedies 

The remedies available to the Owners of the 2016 Series AB Bonds upon the occurrence of an event of 
default under the Indenture in many respects depend upori judicial actions which are themselves often subject to 
discretion and delay and could prove both expensive and time consuming to obtain. In addition to the limitations on 
remedies contained in the Indenture, the rights and obligations under the 2016 Series AB Bonds and the Indenture 
may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and 
other laws relating to or affecting creditors' rights, to the application of equitable principles, to the exercise of 
judicial discretion in appropriate cases and to limitations on legal remedies against charter cities and counties in the 
State. 

The opinions to be delivered by Co-Bond Counsel, concurrently with the issuance of the 2016 Series AB 
Bonds, that the 2016 Series AB Bonds constitute valid and binding limited obligations of the SFPUC and the 
Indenture constitutes a valid and binding obligation of the SFPUC will also be subject to such limitations and the 
various other legal opinions to be delivered ·concurrently with the issuance of the 2016 Series AB Bonds will be 
similarly qualified. See "APPENDIX E - PROPOSED FORM OF OPINION OF CO-BOND COUNSEL." 

If the SFPUC fails to comply with its covenants under the Indenture or to pay principal of or interest on the 
2016 Series AB Bonds, there can be no assurance that the available legal remedies will be adequate to protect the 
interests ofthe holders of the 2016 Series AB Bonds. 

Loss of Tax Exemption/Risk of Tax Audit of Municipal Issuers 

As discussed under "TAX MATTERS," interest on the 2016 Series AB Bonds could fail to be excluded 
from the gross ineome of the Owners thereof for purposes of federal income taxation retroactive to the date of the 
issuance of the 2016 Series AB Bonds as a result of future acts or omissions of the SFPUC in violation of its 
covenants to comply with requirements of the Internal Revenue Code of 1986, as amended. Should such an event of 
taxability occur, the 2016 Series AB Bonds are not subject to special redemption or any increase in interest rate and 
will remain outstanding until maturity or until redeem~d under one of the redemption provisions contained in the 
Indenture. 

The IRS has initiated an expanded program for the auditing of tax-exempt securities issues, including both 
random and target audits. It is possible that the 2016 Series AB Bonds will be selected for audit by the IRS. It is 
also possible that the market value of the 2016 Series AB Bonds might be affected as a result of such an audit of the 
2016 Series AB Bonds (or by an audit of similar securities). 

Change in Tax Law 

As discussed under "TAX MATTERS," current and future legislative proposals, if enacted into law, 
clarification of the Code or court decisions may cause interest on the 2016 Series AB Bonds to be subject, directly or 
indirectly, in whole or in part, to federal income taxation or to be subject to or exempted from state income taxation, 
or otherwise prevent Beneficial Owners from realizing the full current benefit of the tax status of such interest. 

Failure to Maintain Credit Ratings 

Certain rating agencies have assigned ratings to the 2016 Series AB Bonds. The ratings issued reflect only 
the views of such rating agencies. Any explanation of the significance of these ratings should be obtained from the 
respective rating agencies. See "RATINGS." There is no assurance current ratings will continue for any given 

· period or that such ratings will not be revised downward or withdrawn entirely by the rating agencies if, in the 
respective judgment of such rating agencies, circumstances so warrant. Any such downward revision or withdrawal 
of such ratings could be expected to have an adverse effect on the market price or the mark~ting of the 2016 Series 
AB Bonds. The SFPUC undertakes no obligation to· maintain its current credit ratings on the 2016 Series AB Bonds 
or to oppose any such downward revision, suspension or withdrawal. 
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Secondary Market 

There can be no guarantee that there will be a secondary market for the 2016 Series AB Bonds or, if a 
secondary market exists, that the 2016 Series AB Bonds can be sold for any particular price. Occasionally, because 
of general market conditions or because of adverse history or economic prospects connected with a particular issue, 
secondary marketing practices in connection with a. particular issue are suspended or terminated. Additionally, 
prices of issues for which a market is being made will depend upon then prevailing circumstances. Such prices 
could be substantially different from the original purchase price. 

Uncertainties of Projections, Forecasts and Assumptions 

Certain. information contained in this Official Statement is based upon assumptions and projections. 
Projections and assumptions are inherently subject to significant uncertainties. Inevitably,. some assumptions will 
not be realized and unanticipated events and circumstances may occur and actual results are likely to differ, perhaps 
materially, from those projected. Accordingly, such projections are not necessarily indicative of future performance, 
and the SFPUC assumes no responsibility for the accuracy of such projections. See "FORWARD-LOOKING 
STATEMENTS" on the inside front cover of this Official Statement. 

Other Risks 

The discussion in this section, "RISK FACTORS", is not meant to be a comprehensive or definitive list of 
the risks associated with an investment in the 2016 Series AB Bonds. There may be other risks inherent in 
ownership of the 2016 Series AB Bonds in addition to those described in this section. Investors are advised to read 
the entire Official Statement in order to obtain information necessary to make an investment in the 2016 Series AB 
Bonds. 

REGULATORY MATTERS 

General 

Public water supply systems in the State, such as the Regional Water System and In-City Distribution 
System operated by the Water Enterprise, are primarily regulated by the SWRCB Division of Drinking Water 
("DDW"), formerly under the California Department of Public Health ("CDPH") and, in some limited instances, by 
the EPA and California Regional Water Quality Control Boards ("RWQCBs"). 

Drinking water delivered to customers must comply with statutory and regulatory water quality standards 
designed to protect public health and safety that are now administered by DDW. The CDPH reissued a drinking 
water supply permit in 2004 prescribing conditions and requirements for the Water Enterprise to operate the 
Regional Water System. The CDPH also issued drinking water supply permits to the In-City Distribution System, 
the Wholesale Customer public water supply systems, and several small water systems owned and operated by the 
Water Enterprise. In accordance with the drinking water standards and permit requirements, the Water Enterprise 
operates and maintains water storage, treatment and conveyance facilities, implements watershed management and 
protection activities, performs inspections, monitors drinking water quality, conducts applied research, and submits 
monthly and annual c:ompliance reports. The Water Enterprise is currently operating in compliance with all State 
and federal drinking water regulations and permit requirements. The Regional Water System and the City of San 
Francisco drinking water supply permits will be updated around 2020 to reflect new facilities and operations. 

In addition, public water system discharges to State and federal waters are regulated under general National 
Pollutant Discharge Elimination System ("NPDES") permits. The SWRCB, San Francisco Bay and Central Valley 
RWQCBs issued these NPDES permits to the SFPUC which contain numerical effluent limitations, monitoring, 
reporting, and notification requirements for water discharges from the facilities and pipelines of the Regional Water 
System. The SFPUC is generally operating and maintaining the water treatment and transmission facilities in 
compliance with the NPDES permit requirements. 
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A number of water resource management and regulatory initiatives may affect the availability of water to 
the Regional Water System in the future. Also, alternate water supplies used by Wholesale Customers of the Water 
Enterprise may be reduced, increasing the customers' reliance on the Regional Water System. In addition to those 
raised below, these initiatives include the Sacramento-San Joaquin Delta Reform Act of 2009, the federal or 
California Endangered Species Acts, the SWRCB Bay Delta Proceedings, 'the Federal Energy Regulatory 
Commission ("FERC'') proceeding to relicense the Districts' New Don Pedro Dam and Reservoir and others. The 
effects of any of these activities, or of these activities cumulatively, are unknown. 

Drinking Water Requirements 

Division of Drinking Water. The Water Enterprise currently operates its systems in compliance with 
public water supply permits issued by the CDPH under the California Health and Safety Code. The Water 
Enterprise has received compliance orders from the CDPH and DDW for noncompliance with some standards and 
such orders have been or are being addressed. 

Surface Water Treatment. The EPA Surface Water Treatment Rule ("SWTR") requires filtration of all 
surface water supplies unless the water supply can meet very stringent requirements. As discussed under "WATER 
FACILITIES - Water Treatment," the high quality of water provided from Retch Hetchy Reservoir has been 
sufficient to meet SWTR drinking water requirements without installation and operation of filtration facilities. In 
1998, the CDPH adopted its own version of the SWTR and determined that the Retch Hetchy Reservoir complies 
with all state drinking water criteria, without installation and operation of filtration facilities. New filtration 
facilities could be required in the future if SWTR criteria are not consistently met. · 

Local water from the Alameda and Peninsula Watersheds and upcountry non-Retch Hetchy Reservoir 
sources requires filtration to meet drinking water quality requirements. The filtered and treated water from local 
sources may be blended with disinfected Retch Hetchy water, and most customers receive water from a blended 
source. System water quality, including both raw water and treated water, is continuously monitored and tested to 
assure that water delivered to customers meets or exceeds federal and State drinking water/public health 
requirements. 

Long Term 2 Enhanced Surface Water Treatment Rule. The EPA Long Term 2 Enhanced Surface Water 
Treatment Rule specifies Cryptosporidium reduction requirements for filtered and unfiltered water systems to 
improve public health protection through the control of this microbial contaminant. Published in January 2006, the 
EPA Long Term 2 Enhanced Surface Water Treatment Rule ("LT2ESWTR") requires large water systems such as 
the Water Enterprise's Regional Water System to provide Cryptosporidium inactivation treatment by April 1, 2012. 
The CDPH incorporated its version ofLT2ESWTR by reference to the EPA's version ofLT2ESWTR on April 15, 
2013, effective date July 1, 2013. 

In response to this regulation and consistent with the overall goals of the WSIP, the Water Enterprise 
planned, designed and constructed a new advanced disinfection facility that uses ultraviolet light technology to 
inactivate target organisms in the Retch Hetchy water supply. This project began operation more than 9 months 
prior to the compliance date. See "WATER FACILITIES - Water Treatment." 

LT2ESWTR sets treatment levels based on the source water quality, with poorer source water quality 
requiring more treatment. Initial monitoring conducted several years ago placed SFPUC's sources in the best water 
quality 'bin'. The mandated second round of source water quality monitoring started in January 2015. No changes 
in source water quality bins are anticipated. 

Stage 2 Disinfectants and Disinfection Byproduct Rule. The EPA promulgated the Stage 2 Disinfectants 
and Disinfection Byproducts Rule ("Stage 2 DBPR") to reduce public health risk. associated with disinfection 
byproducts ("DBPs"). Published in January 2006, the Stage 2 DBPR requires water utilities including the Regional 
Water System and In-City Distribution System to conduct a special study known as Initial Distribution System 
Evaluation ("IDSE") to ·identify potentially high DBP locations in their distribution systems. The Stage 2 DBPR 
also specifies future DBP monitoring requirements based on the IDSE results, and revises the compliance 
determination meth9d. The monitoring compliance date is April 1, 2012. The Water Enterprise completed the 
IDSE studies and submitted the reports to CDPH and has demonstrated compliance with the Stage 2 DBPR by the 
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continued use of the chloramination treatment process. The CDPH adopted its version of the Stage 2 DBPR which 
became effective June 21, 2012. 

Groundwater Rule. The EPA promulgated the Groundwater Rule to address waterborne disease and 
microbial contamination related to groundwater. Published in November 2006, the Groundwater Rule requires that 
a system putting new groundwater sources in service after November 30, 2009 should conduct assessment source 
water monitoring if directed by the State. The Groundwater Rule also requires a groundwater system to conduct 
triggered source water monitoring if it does not provide 4-log virus treatment and the results of bacteriological 
monitoring are fecal-coliform positive. This rule may affect the treatment and operation of the groundwater projects 
in the Regional Water System and the In-City Distribution System, depending on the operational management and 
water quality of these alternate water supplies. New disinfection facilities may be required if blending of these 
alternate water supplies with the existing treated waters is recommended. ·New treatment facilities may also be 
required to reduce certain mineral content of the groundwater to comply with the corresponding drinking water 
standards. · 

Total Coliform Rule. The EPA has revised the Total Coliform Rule; and may consider the adoption of a 
new Distribution System Rule in the future to more closely regulate distribution system operations and related 
facilities. The Revised Total Coliform Rule went into effect in April 2016, with minimal operational impact to the 
SFPUC. It is too early at this time to identify what new treatment facilities or operational activities will be required 
to meet any future federal drinking water standards. 

DDW has not yet adopted its own version of the Revised Total Coliform Rule and has stated that all public 
water systems, including the Water Enterprise's Regional Water System and SFPUC-owned small water systems, 
must comply with both the federal Revised Total Coliform Rule and the State Total Coliform Rule until the State 
adopts its own version of the Revised Total Coliform Rule. 

Lead and Copper Rule. The EPA is developing long-term revisions to the existing Lead and Copper 
Rule ("LCR"), which specifies monitoring, reporting, public education, notification, and treatment requirements for 
public water systems. DDW has similar regulatory requirements' codified in Chapter 17.5 of Title 22, California 
Code of Regulations. In February 2016, in response to the recent water quality events in Flint, Michigan, and other 
parts of the country, EPA published new guidelines for the states and public water systems to assist in complying 
with the existing LCR monitoring corrosion treatment optimization, and notification requirements. 

The SFPUC has proactively addressed lead concerns for several decades, well before the EPA published 
the LCR in June 1991. In the 1980's, the SFPUC removed all known lead service lines from the In-City 
Distribution System. In the late 1990's, the SFPUC started distributing non-lead faucets to daycare centers and 
schools. The distribution program for non-lead faucets was then expanded to the general public. In the 2000's, the 
SFPUC init.iated a program to replace service meters with non-leaded versions in the In-City Distribution System 
and eliminated large, leaded, compound meters. As of 2016, approximately 97% of the large, leaded, compound 
meters have been replaced. In 2006, the SFPUC submitted a report to the CDPH documenting that its existing 
corrosion control treatment using pH adjustment was optimized. The SFPUC also piloted use of other non-leaded 
plumbing components and sponsored the lead-free law, Assembly Bill 1953 ("AB 1953"), that was enacted by the 
California Legislature in 2006. AB 1953, which requires new lead-free plumbing components containing no more 
than 0.25% lead, has been in effect since January 1, 2010. In January 2014, EPA began enforcing the new lead-free 
mandate, the Reduction of Lead in Drinking Water Act, enacted by Congress on January 4, 2011. The EPA' s 
definition of "lead-free" is the same as AB 1953's definition of "lead-free." The SFPUC's latest LCR monitoring 
results in 2015 demonstrate continued compliance with the existing LCR. 

Fluoridation. Assembly Bill 733, signed into law in October 1995, authorizes the DDW to require large 
water systems to fluoridate their public water supply. It also directs the DDW to seek funding for fluoridation. . 
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The CDPH adopted its fluoridation regulations in April 1998. These regulations, as codified in 
Section 64433 through 64434 of Title 22, California Code of Regulations, apply to large water systems with at least 
10,000 service connections. The regulations require that: 

• Large systems with existing fluoridation practices continue fluoridating under more stringent 
regulatory requirements (i.e., concentration, control, monitoring, reporting and notification 
requirements) 

• Large non-fluoridated systems start fluoridating when funding is made available. 

The Water Enterprise has been fluoridating its water supply since the early 1950s, and meets all the 
requirements of these regulations. The optimal levels and associated control ranges specified in the fluoridation 
regulations were historically based on the annual average of maximum daily air temperatures recorded during the 
previous five years. However, in April 2015, the United States Department of Health and Human Services Agency 
recommended that water systems practicing fluoridation adjust their fluoride content to 0.7 mg/L, as opposed to the 
previous temperature-dependent optimal levels ranging from 0.7 mg/L to 1.2 mg/L. The Center for Disease Control 
and Prevention ("CDC") also provided detailed information on the basis for this change. To reflect CDC's 
recommendation, DDW consulted with public water systems practicing fluoridation regarding amendments to their 
individual public water supply permits to reference the CDC's recommended optimal level of 0. 7 mg/L. The 
recommended optimal level of 0;7 mg/L currently corresponds with the existing California Water Fluoridation 
Standards control range of0.6 mg/L to 1.2 mg/L. In May 2016, the DDW confirmed that the fluoride control range 
for the Regional Water System is 0.6 mg/L to 1.2 mg/L. The SFPUC is in compliance with the operational and 
monitoring requirements of the State fluoridation regulations. 

Chloramination. Chloramine is a di~infectant added to water for public health protection. It is a 
combination of chlorine and ammonia that is currently considered the best technology for controlling the formation 
of certain regulated disinfectant by-products ("DBPs"). Chloramine was used as a disinfectant in the entire 
Regional Water System for ten years between 1935 and 1944 when the Retch Hetchy water supply was first brought 
to San Francisco from the Sierra Nevada. Many utilities used chloramination at that time, including 34 other 
drinking water supplies in the State. Chloramination was discontinued in 1944 by the Water Enterprise and many 
other utilities due to shortages of ammonia during World Wai II. 

The SFPUC started using chloramine as a distribution system disinfectant again in February 2004 to better 
comply with the Stage 2 DBPR, which requires more stringent control of chlorination DBPs. There is a significant 
amount of on-going research by many agencies worldwide regarding best -disinfection practices for control of 
microorganisms in drinking water and simultaneous minimization of DBPs. The SFPUC continually monitors that 
research and the latest information on water disinfection practices. 

Since 2004, chloramine has been very effective as a distribution system disinfectant in the Regional Water 
and the In-City Distribution Systems. It has lowered microbial densities (including coliform bacteria, heterotrophic 
bacteria, Legionella bacteria), at the same time minimizing the formation of regulated DBPs. Adjustments (up or 
down) of the target chloramine level may occur when operational conditions warrant. A small group of individuals 
believe that various health problems have been caused by chloramine but the SFPUC believes that no scientific 
proof exists to support these assertions. The SFPUC has worked with local health departments, regulatory agencies, 
research organizations, professional associations, water quality and health experts, other utilities, and elected 
officials to address these concerns. 

Public Water System Discharges 

As part of routine operations and maintenance activities, the SFPUC transfers treated water between 
storage facilities and discharges water to the environment. These transfers and discharges are regulated under the 
federal Clean Water Act through general National Pollutant Discharge Elimfoation System ("NPDES") permits 
issued by the SWRCB or appropriate RWQCB. 
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The SFPUC currently has several NPDES permits. These permits generally impose discharge !imitations, 
monitoring, reporting, and notification requirements. These permits require the Water Enterprise to control various 
water quality parameters (such as pH, chlorine residual, turbidity, etc.) and implement best management practices to 
minimize any adverse environmental effects caused by the discharges from the Regional Water System. Over the 
past few years, the Water Enterprise has occasionally violated its permit requirements, which has resulted in fines 
and settlement payments totaling approximately $700,000. The Water Enterprise is implementing several millions 
of dollars of capital improvements, as well as operational controls, to more reliably meet permit requirements under 
Section 402 of the Clean Water Act. See "WATER SYSTEM IMPROVEMENT PROGRAM." 

In December 2011, Retch Hetchy Water and Power drained Priest Reservoir for maintenance purposes. 
The Central Valley RWQCB filed a complaint against the SFPUC, alleging that a permit was required for the 
resulting discharge of sediment downstream under Section 404 of the Clean Water Act. Without conceding liability 
or the alleged need for a permit for discharge of water from the reservoir, the SFPUC settled the complaint in 
December 2012 by paying a fine of $1 million and agreeing to adopt best management practices for future 
operations to avoid sediment discharges. 

Bay-Delta Water Quality Standards 

The Water Enterpris·e obtains the majority of its water supply from Retch Hetchy Reservoir, located on the 
main branch of the Tuolumne River, which is an upstream tributary to the San Joaquin River and the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary (the "Bay-Delta"). In 1995, the SWRCB, which oversees the allocation 
of water for consumptive and environmental needs, adopted a Water Quality Control Plan (the "1995 WQCP") for 
the Bay-Delta pursuant to State and federal obligations to protect water quality in the Bay-Delta ecosystem. The 
1995 WQCP called for certain flow objectives on the San Joaquin River where it enters the Delta and certain Delta 
outflows. Because the City is an upstream tributary water right holder, the SWRCB notified 500 parties, including 
the City, in 1997 that they may be required to implement the WQCP by providing water to the Bay-Delta .ecosystem. 

In 2000, the SWRCB issued an order implementing the 1995 WQCP. The order requires the United States 
Bureau of Reclamation and the California Department of Water Resources to provide flows and restrict export 
pumping to implement the San Joaquin River portion of the 1995 WQCP until the SWRCB otherwise assigns 
responsibility to provide flow. The order does not in any way condition the City's rights to divert water from the 
Tuolumne River, nor does it require the City to release water to implement the 1995 WQCP. 

In 2006, the SWRCB amended the 1995 WQCP (the "2006 WQCP") and identified San Joaquin River 
flows as an issue of emerging concern because various fish species in the Delta and San Joaquin River basin had not 
shown significant signs of recovery under the 1995 WQCP. In 2008, in light of continued decline in anadromous 
and pelagic (open water) fish species, the SWRCB adopted a Strategic Workplan for Activities in the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary. The Strategic Workplan calls for review and implementation of the 
2006 WQCP's San Joaquin River flow objectives. 

In February 2009, the SWRCB noticed its intent to review and update water quality objectives of the 
2006 WQCP and the program of implementation, which could result in changes to water rights and water quality 
regulation consistent with the program of implementation. In a letter dated December 19, 2011, the SWRCB stated 
it would complete its review of the 2006 WQCP's San Joaquin River flow objectives by September 2012. 

In 2012, the SWRCB issued a supplemental environmental document ("SED") in support of amendments 
to the 2006 WQCP that examined several alternative San Joaquiil River flow objectives and implementation 
strategies. The SED was the subject of extensive public comment, and the SWRCB stated it would revise the SED 
and reissue it for public comment in spring 2015. The analysis considered the environmental impacts of changes to 
the Lower San Joaquin River flows to support and maintain the natural production of viable native San Joaquin 
River watershed fish populations migrating through the Sacramento-San Joaquin River Delta. The range of flows 
analyzed included springtime releases totaling from 20% to 60% of natural unimpaired flows (i.e. flow without 
dams in place) on the Stanislaus. Tuolumne and Merced Rivers, with a preferred alternative of 35% of unimpaired 
flows. Should the SWRCB .decide to implement this proposal, any necessary changes to upstream water rights 
would be considered in a separate proceeding. If that occurs, the SWRCB may require the SFPUC to release water 
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from its system, and, depending upon the quantity, there could be an increase in the degree of rationing required by 
'the City's water customers during times of extended drought. 

FERC Proceeding to Increase Flows in the Lower Tuolumne River 

The Federal Energy Regulatory Commission ("FERC") licenses the New Don Pedro Project, owned and 
operated by the Districts. The City helped fund the original construction ofNew Don Pedro Project in exchange for 
a water bank account allowing the SFPUC to receive water credits for advanced releases from the Retch Hetchy 
Project to the New Don .Pedro Reservoir. 

The current FERC license for the New Don Pedro Project expired in 2016, and the Districts are now 
operating under an annual license that incorporates the conditions of their prior license. The Districts initiated the 
process to relicense the New Don Pedro Project using FERC's Integrated Licensing Process in 2010. Relicensing is 
a lengthy process, stretching over a number of years and open to public participation. It is estimated the process 
may cost up to $50 million to complete, which costs are split for certain studies between the Districts and the 
SFPUC pursuant to an existing agreement. 

The Districts are in the process of working through a Study Plan related to the re licensing that was issued 
and subsequently supplemented by FERC. The Study Plan described numerous studies to be completed. As of 
June 21, 2016, only 5 studies had not yet been finalized and submitted to FERC. The Districts obtained two 
extensions from FERC in order to complete a study on predation in the Lower Tuolumne River, which· is currently 
due March 15, 2017. After all of the studies are submitted to FERC, the New Don Pedro Project must be reviewed 
under CEQA and NEPA before FERC can issue a new license. 

The Districts are also working through a licensing proceeding for the La Grange Diversion Dam (the "La 
Grange Project"), which is located on the Tuolumne River 2 miles downstream of the New Don Pedro Project. 
FERC has indicated that it intends to prepare a single draft Environmental Impact Statement ("EIS~') and a final EIS 
("FEIS") under NEPA for licensing the La Grange Project and relicensing the New Don Pedro Project. 

A 1995 Don Pedro Project Settlement Agreement ("Settlement Agreement") and a 1996 Order by FERC 
("1996 Order") established increased water flows on the Tuolumne River to protect fisheries and riparian resources. 
A restoration plan ("Restoration Plan") adopted in 2000 guides planning, funding and implementation efforts. The 
Restoration Plan calls for a series of projects with a combined estimated cost of $25 million to improve river 
channel, riparian and fisheries conditions within a 27 mile stretch of the Tuolumne River corridor below La Grange 
Diversion Dam. Four of the ten priority projects have been completed. However, no additional projects are in the 
planning or construction phases due to the limited availability of federal and State grant funds. 

Pursuant to a then-.existing agreement between the City and the Districts, the City might have been liable to 
provide a portion of the increased flows mandated under the 1995 Settlement Agreement. Instead, the City and the 
Districts entered into a new agreement whereby the Districts agreed to provide all flows ordered by FERC to 
implement the Settlement Agreement until FERC issues a new license for the New Don Pedro Project in exchange 
for which the City pays to the Districts on a monthly basis an amount aggregating $3.5 million per year, subject to 
an escalation clause applied to keep pace with inflation. Pursuant to the terms of its agreement with the Districts, 
the City may withdraw from the agreement upon one year's notice. 

The term of the Settlement Agreement runs until FERC issues a new license for the New. Don Pedro 
Project. License conditions, such as release requirements, could change under a new license. Changed release 
requirements could adversely affect the availability of Tuolumne River water to the SFPUC and incidental 
hydroelectric generation. 

Dam Licensing and Safety Issues 

In i929, the California Legislature enacted legislation providing for supervision over non-federal dams in 
the State .. The statutes. place the supervision of the safety of non-federal dams and reservoirs under the jurisdiction 
of the DSOD. Dams under jurisdiction are artificial barriers, together with appurtenant work, including outlet 
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towers, which are twenty-five feet or more in height or have an impounding capacity of fifty acre-feet or more. Any 
artificial barrier not in excess of six feet in height, regardless of storage, or that has a capacity not in excess of 
fifteen acre-feet, regardless of height, is not considered jurisdictional. 

The DSOD reviews plans and specifications for the construction of new dams or for the enlargement, 
alteration, repair or removal of existing dams, under applications, and must grant written approval before the owner 
can proceed with construction. The DSOD routinely inspects operating dams to assure that they are adequately 
maintained. The DSOD also conducts investigations of selected dams and directs the owners to additional 
investigations and detailed safety evaluations when necessary. 

The SFPUC has eighteen dams under the jurisdiction of the DSOD. The Calaveras Dam is the only dam 
that is currently the subject of orders by the DSOD. No other dams have DSOD-related mandates for upgrades at 
this time. 

Crystal Springs Reservoir System. An order imposed by DSOD prohibited use of stop logs in the reservoir 
spillway due to seismic concerns and resulted in a loss of historic storage capacity at Lower Crystal Springs 
Reservoir. As part of the WSIP, the SFPUC restored the historical maximum capacity of 69,400 acre-feet through 
capital improvements. DSOD then rescinded the storage restriction. However, the land that will be inundated by 
the restored capacity has been populated with fountain thistle, an endangered plant species. The recovered storage 
will be available to the Regional Water System over time as the impacts to fountain thistle are mitigated for under 
the terms of federal and State endangered species act permits. 

Calaveras Dam. Due to seismic stability concerns regarding Calaveras Dam, the DSOD has restricted the 
amount of water stored in Calaveras Reservoir to a target maximum of 38,000 acre feet; a reduction in storage 
capacity of approximately 60%. In 2011, under DSOD direction, the SFPUC began improvements to Calaveras 
Dam to alleviate seismic safety concerns. The SFPUC anticipates substantial completion of such improvements by 
Fiscal Year 2018-19. The replacement dam and reservoir will store 96,800 acre-feet of water, the historical 
maximum capacity. See "CAPITAL IMPROVEMENT PROGRAM - Water System Improvement Program -
Regional Program." 

Pilarcitos Dam. Pilarcitos Dam, with a capacity of approximately 3,100 acre feet, was originally 
constructed in 1862 by the Spring Valley Water Works. In August 2013, DSOD requested the SFPUC to perform 
geotechnical sampling and testing of the Pilarcitos dam foundation for a dam safety evaluation, a seismic stability 
evaluation of the outlet tower, and a review of dam instrumentation. On December 9, 2014, the SFPUC awarded a 
contract for this work to satisfy the 2013 DSOD request and provide engineering and geotechnical services for 
potential seismic rehabilitation at Pilarcitos Dam. The SFPUC submitted various geotechnical reports and condition 
assessment reports to DSOD in June 2016. The SFPUC's two-year budget and CIP include capital improvements 
that are likely to be prescribed by DSOD. 

Hazardous Material Management 

The handling of hazardous materials is subject to a variety of federal and State regulations. The SFPUC 
currently complies with regulations regarding hazardous material safety with respect to hazardous material disposal 
and employee safety. In 2015, however, the Alameda County Department of Health and the Alameda County 
District Attorney's Office filed an enforcement action against the SFPUC, alleging deficient record keeping and 
storage management. In August 2016, the City's Board of Supervisors approved settlement of the enforcement 
action, including payment of a $250,000 fine. The SFPUC has revised its hazardous materials management systems 
and anticipates an annual increase of$100,000 in operating costs to ensure future compliance. 

Endangered Species 

Various aquatic species (including native fishes) present in the Tuolumne River and Bay Area streams 
(e.g., Alameda, San Mateo and Pilarcitos Creeks) are either listed or candidates for listing under the State or federal 
endangered species acts. New listings and future enforcement actions under the acts, or conditions placed in permits 
to undertake construction for certain WSIP projects, could potentially directly affect water supplies available to the 
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Regional Water System. The SFPUC is working with the responsible State and federal agencies to obtain permits 
under the acts, which would avoid regulatory uncertainty and ensure water supply reliability for the Regional Water 
System. In addition, future enforcement actions involving the Bay Delta or Bay Delta tributaries could further affect 
the availability of supplies to the State Water Project and the Central Valley Project, reducing SFPUC customers' 
alternate water.supplies and increasing their need for additional Regional Water System deliveries. 

On August 18, 2014, the Center for Environmental Science, Accuracy, & Reliability ("CESAR") and Jean 
Sagouspe, a member of CESAR and an owner of farmland in California's Central Valley that receives its water from 
the CVP (the "Plaintiffs"), filed a complaint against the National Park Service ("NPS") and named federal officials 
(collectively the "Federal Defendants") in Federal District Court in the District of Columbia. The Complaint 
alleges that NPS annually approves instream flow releases from the "Hetch-Hetchy Project," and further alleges that 
the Federal Defendants have failed to comply with the Endangered Species Act ("ESA") and NEPA in connection 
with such alleged annual approvals. The City intervened in the case and, along with the Federal Defendants, 
obtained a venue transfer to the Eastern District of California. The City and the Federal Defendants view the 
Plaintiffs' claims as frivolous and without any merit. Nevertheless, as the Plaintiffs request that the Court enjoin the 
City's diversions from the Tuolumne River and enjoin operation of the "Retch Hetchy Project" until the Federal 
Defendants comply with the BSA and NEPA in connection with the alleged annual approvals, were such injunctive 
relief to be granted, in whole or in part, the regional water supply would necessarily be significantly reduced. The 
Eastern District ordered the case to be resolved by cross motions for summary judgment based on an administrative 
record compiled by NPS. The Plaintiffs and the Federal Defendants submitted their summary judgment briefings in 
March 2016 and a decision on the merits is expected in 2016. · 

Required lnstream Flow Schedules from Regional Water System Dams 

In order to comply with federal and State permit requirements in connection with dam and reservoir 
improvements to be carried out as part of the WSIP, the SFPUC has implemented schedules of instream flow 
releases from Lower Crystal Springs Reservoir into San Mateo Creek, and plans to begin flow releases from 
Calaveras Reservoir and the bypass of flow from the Upper Diversion Dam to enhance habitat for native species 
following the completion of the new Calaveras Dam in 2019. The SFPUC has proposed the Alameda Creek 
Recapture Project to recover the loss of water supply associated with Calaveras Dam releases and bypasses. The 
SFPUC has initiated the WaterMAP to make up the water supply loss associated with the Crystal Springs Dam 
releases, approximately 3 .5 mgd. ' 

CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS 

The activities of the SFPUC and the Water Enterprise, including, without limitation, the establishment of 
rates for water service and the issuance of Bonds, are subject to a number of limitations under both State and local 
law. Certain of such limitations are summarized below. Additionally, such limitations may be revised, enhanced, 
expanded, or otherwise altered as provided under .State and local law, including in certain instances by legislation 
adopted by State, regional or local authorities, including the State Legislature or the Board of Supervisors, or by the 
voters of the State or the City themselves through the power of initiative or referendum, by voting in favor of 
amendments to the Charter, or in any other lawful manner. 

State Law Limitations 

Tax and Spending Limitations. The taxing powers of public agencies in the State are limited by 
Article XIIIA of the California Constitution, added by an initiative amendment approved by the voters on June 6, 
1978, and commonly known as Proposition 13. 

Article XIIIA limits the maximum ad valorem tax on real property to 1 % of "full cash value," which is 
defined as "the County Assessor's valuation ofreal property as shown on the Fiscal Year 1975-76 tax bill under 'full 
cash value' or, thereafter, the appraised value of real property when purchased, newly constructed, or a change in 
ownership has occurred after the 1975 assessment." The full cash value may be adjusted annually to reflect inflation 
at a rate not to exceed 2% per year, or reduction in the consumer price index or comparable local data, or declining 
property value caused by damage, destruction, or other factors. 
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The tax rate limitation referred to above does not apply to ad valorem taxes to pay the debt service on any 
indebtedness approved by the voters before July 1, 1978, or on any bonded indebtedness for the acquisition or 
improvement of real property approved by two-thirds of the votes cast by the voters voting on the proposition. 

Under the terms of Article XIIIA and pursuant to an allocation system created by implementing legislation, 
each county is required to levy the maximum ad valorem tax permitted by Article XIIIA and to distribute the 
proceeds to local agencies. 

Assessed valuation growth allowed under Article XIIIA (new construction, change of ownership and up to 
2% annual value growth) is allocated among the jurisdictions that serve the tax rate area within which the growth 
occurs. Local agencies and schools share the growth of base revenues from the tax rate area. Each year's growth 
allocation becomes part of each agency's allocation in the following year. The availability of revenues from tax 
bases to such entities may be affected by the existence of certain successor agencies to former redevelopment 
agencies that, under certain circumstances, may be entitled to such revenues resulting from the upgrading of certain 
property values. 

Under State law, any fee that exceeds the reasonable cost of providing the service for which the fee is 
charged may be considered a "special tax" that must be authorized by a two thirds vote of the electorate. 
Accordingly, if a portion of the SFPUC's water user rates or capacity charges were determined by a court to exceed 
the reasonable cost of providing service, the SFPUC might not be permitted to continue to collect that portion unless 
it were authorized to do so by a two-thirds majority of the votes cast in an election to authorize the collection of that 
portion of the rates or fees. If the SFPUC were unable to obtain such a two-thirds majority vote and were unable to 
reduce costs, such failure could adversely affect the SFPUC's ability to pay the debt service on the 2016 Series AB 
Bonds, However, the reasonable cost of providing water services has been determined by the State Controller to 
include depreciation and allowance for the cost of capital improvements. In addition, State courts have determined 
that fees such as capacity charges will not be special taxes if they approximate the reasonable cost of constructing 
the water system improvements contemplated by the local agency imposing the fee. 

The United States Supreme Court has upheld Article XIIIA against a challenge alleging violation of equal 
protection under the Fourteenth Amendment to the United States Constitution. 

Proposition 218. Proposition 218, a State ballot initiative known as the "Right to Vote on Taxes Act," was 
approved by the voters on November 5, 1996. The initiative added Articles.XIIIC and XIIID to the California 
Constitution, creating additional requirements for the imposition by most local governments of "general taxes," 
"special taxes," "assessments," "fees," and "charges." Articles XIIIC and XIIID became effective, pursuant to their 
terms, as of November 6, 1996, although compliance with some of the provisions was deferred until July 1, 1997, 
and certain of the provisions purport to apply to any tax imposed for general governmental purposes (i.e., "general 
taxes") imposed, extended or increased on or after January 1, 1995 and prior to November 6, 1996. 

Article XIIID imposes substantive and procedural requirements on the imposition, extension or increase of 
any "fee" or "charge" subject to its provisions. A "fee" or "charge" subject to Article XIIID includes any levy, other 
than an ad valorem tax, special tax or assessment, imposed by an agency upon a parcel or upon a person as an 
incident of property ownership. Article XIIID prohibits, among other things, the imposition of any proposed fee or 
charge, and, possibly, the increase of any existing fee or charge, in the event written protests against the proposed · 
fee or charge are presented at a required public hearing on the fee or charge by a majority of owners of the parcels 
upon which the fee or charge is to be imposed. Except for fees and charges for water, sewer and refuse collection 
services, the approval of a majority of the property owners subject to the fee or charge, or at the option of the 
agency, by a two-thirds vote. of the electorate residing in the affected area, is required not less than 45 days 
following the public hearing on any such proposed new or increased fee or charge. In the view of the SFPUC, rates 
for water usage charged by the SFPUC to the Wholesale Customers are not fees or charges under Article XIIID, 
although no assurance may be given by the SFPUC that a court would not determine otherwise. 

The California Supreme Court decisions in Richmond v. Shasta Community Services District, 32 Cal. 4th 
409 (2004) ("Richmond"), and Bighorn-Desert View Water Agency v. Verjil, 39 Cal. 4th 206 (2006) ("Bighorn") 
have clarified uncertainty surrounding the applicability of Section 6 of Article XIIID to service fees and charges. In 
Richmond, the Shasta Community Services District charged a water connection fee, which included a capacity 
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charge for capital improvements to the water system and a fire suppression charge. The Court held that both the 
capacity charge and the fire suppression charge were not subject to Article XIIID because a water connection fee is 
not a property-related fee or charge because it results from the property owner's voluntary decision to apply for the 
connection. In both Richmond and Bighorn, however, the Court stated that a fee for ongoing water service through 
an existing connection is imposed "as an incident of property ownership" within the meaning of Article XIIID, 
rejecting, in Bighorn, the water agency's argument that consumption-based water charges are not imposed "as an 
incident of property ownership" but as a result of the voluntary decisions of customers as to how much water to use. 

The SFPUC provides public notice of proposed water rate increases in accordance with the requirements of 
Article XIIID through means that include, among others, holding informational presentations at community group 
meetings, mailings to residential and commercial customers of public hearings on .rate increases, and press releases 
and media campaigns regarding rate increases, followed by public hearings conducted by the SFPUC's Rate 
Fairness Board and by the SFPUC itself. The SFPUC also develops and adopts retail utility user rates and fees in 
accordance with the requirements of Article XIIID( 6)(b) that limit property-related fees and charges. 

Article XIIIC extends the people's initiative power to reduce or repeal previously authorized local taxes, 
assessments, fees and charges. This extension of the initiative power is not limited by the terms of Article XIIIC to 
fees, taxes, assessment fees and charges imposed after November 6, 1996 and absent other authority could result in 
retroactive reduction in any existing taxes, assessments, fees or charges. In Bighorn, the Court concluded that under 
Article XIIIC local voters by initiative may reduce a public agency's water rates and delivery charges. The Court 
noted, however, that it was not holding that the authorized initiative power is free of all limitations, stating that it 
was not determining whether the electorate's initiative power is subject to the public agency's statutory obligation to 
set water service charges at a level that will ."pay the operating expenses of the agency, ... provide for repairs and 
depreciation of works, provide a reasonable surplus for improvements, extensions, and enlargements, pay the 
interest on any bonded debt, and provide a sinking or other fund for the payment of the principal of such debt as it 
may become due." 

the courts have not fully interpreted the provisions of Proposition 218. The SFPUC is unable to predict 
how courts will further interpret Article XIIIC and Article XIIID, and what, if any, further implementing legislation 
will be enacted. Under the Bighorn case, City voters could adopt an initiative measure that reduces or repeals the 
SFPUC's water rates and charges, though it is not clear whether (and courts have not decided whether) any such 
reduction or repeal by initiative would be enforceable in a situation in which such rates and charges are pledged to 
the repayment of bonded indebtedness. There can be no assurance that the courts will not further interpret, or the 
voters will not amend, Article XIIIC and Article XIIID to limit the ability of the SFPUC to impose, levy, charge and 
collect increased fees and charges for the Water Enterprise, or to call into question water rate increases previously 
adopted by the SFPUC. No assurance may be given that Articles XIIIC and XIIID will not have a material adverse 
impact on Revenues. 

Proposition 26. Proposition 26, which amended Article XIIIA and XIIIC of the California Constitution, 
was approved by the electorate at the November 2, 2010 election. Proposition 26 imposes a two-thirds voter 
approval requirement for the imposition of fees and charges by the State. It also imposes a majprity voter approval 
requirement on local governments with respect to fees and charges for general purposes, and a two-thirds voter 
approval requirement with respect to fees and charges for special purposes. According to its supporters, Proposition 
26 was designed to prevent the circumvention of tax limitations imposed by the voters pursuant to Proposition 13, 
approved in 1978, Proposition 218, and other measures through the use of non-tax fees and charges. 

Proposition 26 expressly excluqes from its scope "a charge imposed for a specific government service or 
product provided directly to the payor that is not provided to those not charged, and which does not exceed the 
reasonable cost to the governmental entity of providing the service or product to the payor" and "assessments and 
property-related fees imposed in accordance with the provisions of Article XIIID." The California Supreme Court 
has held that a fee for ongoing water service through an existing connection is imposed "as an incident of property 
ownership" within the meaning of Article XIIID. See"- Proposition 218." The SFPUC believes that the initiative 
is not intended to, and would not, apply to fees for water deliveries and services charged by the SFPUC. The 
SFPUC, however, is unable to predict how Proposition 26 will be interpreted by the courts to apply to the provision 
of water services by local governments such as the SFPUC. 
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Initiative and Referendum 

Article JCTIIA and Articles XIIIC and XIIID of the California Constitution were adopted pursuant to the 
State's constitutional initiative process. From time to time other initiative measures could be adopted by State 
voters, or by voters of the City, placing additional limitations on the ability of the SFPUC to increase revenues. 

Charter Limitations 

The Charter requires that bonds (such as the Bonds) secured by revenues, other than refunding bonds, may 
be issued only with the assent of a majority of voters. However, under the Charter .amendments enacted by the 
voters in November 2002 (Proposition E), the SFPUC may 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 facilities or 
wastewater facilities or combinations of water and wastewater facilities under the jurisdiction of the SFPUC (and 
subject to the further conditions contained in Proposition E). See "OBLIGATIONS PAYABLE FROM 
REVENUES -Authority for Issuance of Revenue Bonds and Other Obligations Payable from Revenues." 

In June 1998, the electorate of the City approved Proposition H which, subject to certain exceptions, 
including a limited exception to raise rates to pay debt service on voter-approved debt, froze the SFPUC's water 
rates through July 1, 2006. The SFPUC can give no assurance that the electorate will not seek in the future to freeze 
or limit rate increases. 

Future Charter Amendments 

Voters in the City could adopt additional Charter amendments in the future which would limit the ability of 
the SFPUC to issue debt or to enact rate increases, affect the operation of the Water Enterprise or implement other 
changes affecting the SFPUC and the Water Enterprise. See "RISK FACTORS - Initiative, Referendum and 
Charter Amendments and Future Legislation." 

LITIGATION 

The SFPUC is not aware of any litigation pending or threatened questioning the political existence of the 
City or the SFPUC or contesting the SFPUC's power to fix Water Enterprise rates and charges, or in any way 
questioning or affecting: 

(i) the proceedings under which the.2016 Series AB Bonds are to be issued, 

(ii) · the validity of any provision of the 2016 Series AB Bonds or the Indenture, 

(iii) the pledge of Revenues by the SFPUC under the Indenture, or 

(iv) the titles to office of the present members of the Board of Supervisors and the Commission. 

There are a number of suits and claims pending against the City and the SFPUC impacting the Water 
Enterprise, which may include personal injury, wrongful death and other suits and claims against which the City 
may self-insure. The aggregate amount of the self-insured liabilities of the City and the SFPUC which may result 
from such suits and claims will not, in the opinion of the City Attorney, ma~erially impair the ability of the SFPUC 
to pay principal of or interest on the 2016 Series AB Bonds as they become due. There is no litigation pending, with 
service of process having been accomplished, against the City or the SFPUC which if determined adversely to the 
City or the SFPUC would, in the opinion of the City Attorney, materially impair the ability of the SFPUC to pay 
principal of and interest on the 2016 Series AB Bonds as they become due. There is however, a complaint that was 
filed, on August 18, 2014, requesting injunctive relief that if granted, in whole or in part, would result in a 
significant reduction in the regional water supply. See "REGULATORY MATTERS - Endangered Species." 
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TAX MATTERS 

General 

In the opinion of Norton Rose Fulbright US LLP, San Francisco, .California, and Curls Bartling P.C., 
Oakland, California, Co-Bond Counsel to the SFPUC, based on existing statutes, regulations, rulings and judicial 
decisions, and assuming compliance by the SFPUC with certain covenants in the Indenture ancl other documents 
pertaining to the 2016 Series AB Bonds and requirements of the Internal Revenue Code of 1986, as amended (the 
"Code"), regarding the use, expenditure !:!nd investment of proceeds of the 2016 Series AB Bonds and the timely 
payment of certain investment earnings to the United States, interest on the 2016 Series AB Bonds is not includable 
in the gross income of the owners of the 2016 Series AB Bonds for federal income tax purposes. Failure to comply 
with such covenants and requirements may cause interest on the 2016 Series AB Bonds to be included in gross 
income retroactive to the date of issuance of the 2016 Series AB Bonds. 

In the further opinion of Co-Bond Counsel, interest on the 2016 Series AB Bonds is not treated as an item 
of tax preference in calculating the federal alternative minimum taxable income of individuals and corporations. 
Interest on the 2016 Series AB Bonds, however, is included as an adjustment in the calculation of federal corporate 
alternative miriimum taxable income and may therefore affect a corporation's alternative minimum tax liability. 

Ownership of, or the receipt of interest on, tax-exempt obligations may result in collateral tax consequences 
to certain taxpayers, including, without limitation, financial institutions, property and casualty insurance companies, 
certain foreign corporations doing business in the United States, certain S corporations with excess passive income, 
individual recipients of Social Security or Railroad Retirement benefits, taxpayers that may be deemed. to have 
incurred or continued indebtedness to purchase or carry tax-exempt obligations and taxpayers who may be eligible 
for the earned income tax credit. Co-Bond Counsel express no opinion with respect to any collateral tax 
consequences and, accordingly, prospective purchasers of the 2016 Series AB Bonds should consult their tax 
advisors as to the applicability of any collateral tax consequences. 

Certain requirements -and .procedures contained or referred to in the Indenture or in other documents 
pertaining to the .2016 Series AB Bonds may be changed, and certain actions may be taken or not taken, under the 
circumstances and subject to the terms and conditions set forth in such documents, upon the advice or with the 
approving opinion of counsel nationally recognized in the area of tax-exempt obligations. CocBond Counsel express 
no opinion as to the effect of any change to any document pertaining to the 2016 Series AB Bonds or of any .action 
taken or not taken where such change is made or action is taken or not taken without the approval of Norton Rose 
Fulbright US LLP and Curls Bartling P.C., or in reliance upon the advice of counsel other than Norton Rose 
Fulbright US LLP and Curls Bartling P.C., with respect to the exclusion from gross income of the interest on the 
2016 Series AB Bonds for federal income tax purposes. 

Original Issue Discount 

The initial public offering price of certain of the 2016 Series AB Bonds (the "Discount 2016 Series AB 
Bonds") is less than the principal amount of the. Discount 2016 Series AB Bonds. The difference between the 
principal amount of a Discount 2016 Series AB Bo11d and its initial public offering price is original issue discount. 
Original issue discount on a Discount 2016 Series AB Bond accrues over the term of such Discount 2016 Series AB 
Bond at a constant interest rate. To the extent it has accrued, original issue discount on a Discount 2016 Series AB 
Bond is treated as interest excludable from gross income for federal income tax purposes under the conditions and 
limitations described above. The amount of original issue discount that accrues on a Discount 2016 Series AB Bond 
in each year is not an item of tax preference for purposes of calculating federal alternative minimum taxable income, 
but is included as an adjustment in the calculation of federal corporate alternative minimum taxable income and may 
therefore affect a corporation's alternative minimum tax liability. Additionally, such accrued original issue discount 
is taken into account in determining the distribution requirements of certain regulated investment companies. 
Consequently, owners of Discount 2016 Series AB Bonds should be aware that the accrual of original issue discount 
in each year may result in an alternative minimum tax liability, additional distribution requirements or other 
collateral federal income tax consequences although the owner may not have received cash in such year. 
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The accrual of original issue discount on a Discount 2016 Series AB Bond will increase the owner's 
adjusted basis in such Discount 2016 Series AB Bond. This ·Will affect the amount of taxable gain or loss realized 
by the owner of the Discount 2016 Series AB Bond upon the redemption, prepayment, sale or other disposition of 
such Discount 2016 Series AB Bond. The effect of the accrual of original issue discount on the federal income tax 
consequences of a redemption, prepayment, sale or other disposition of a Discount 2016 Series AB Bond that is not 
purchased at the initial public offering price may be determined according to rules that differ from those described 
above. Owners of Discount 2016 Series AB Bonds should consult their tax advisors with respect to the precise 
determination for federal income tax purposes of the amount of original issue discount that properly accrues with 
respect to the Discount 2016 Series AB Bonds, other federal income tax consequences of owning and disposing of 
the Discount 2016 Series AB Bonds and any state and local tax consequences of owning and disposing of the 
Discount 2016 Series AB Bonds. 

Original Issue Premium 

The excess, if any, of the tax adjusted basis of2016 Series AB Bonds purchased as part of the initial public 
offering to a purchaser (other than a purchaser who holds such 2016 Series AB Bonds as inventory, stock in trade or 
for sale to customers in the ordinary course of business) over the amount payable at maturity is "bond premium." 
Bond premium is amortized over the term of such 2016 Series AB Bonds for federal income tax purposes (or, in the 
case of a 2016 Series AB Bond with bond premium callable prior to its stated maturity, the amortization period and 
yield may be required to be determined on the basis of an earlier call date that results in the lowest yield on such 
2016 Series AB Bond). Owners of 2016 Series AB Bonds with bond premium are required to decrease their 
adjusted basis in such 2016 Series AB Bonds by the amount of amortizable bond premium attributable to each 
taxable year such 2016 Series AB Bonds are held. The amortizable bond premium on such 2016 Series AB Bonds 
attributable to a taxable year is not deductible for federal income tax purposes. Owners of 2016 Series AB Bonds 
sold with bond premium should consult their tax advisors with respect to the determination for federal income tax 
purposes of the treatment of bond premium upon sale or other disposition of such 2016 Series AB Bonds and with 
respect to the state and local tax consequences of owning and disposing of such 2016 Series AB Bonds. 

Information Reporting and Backup Withholding 

Interest paid on the 2016 Series AB Bonds will be subject to information reporting in a manner similar to 
interest paid on taxable obligations. Although such reporting requirement does not, in and of itself, affect the 
excludability of such interest from gross income for federal income tax purposes, such reporting requirement causes 
the payment of interest on the 2016 Series AB Bonds to be subject to backup withholding if such interest is paid to 
beneficial owners who (a) are not "exempt recipients," and (b) either fail to provide certain identifying information 
(such as the beneficial owner's taxpayer identification number) in the required manner or have been identified by the 
IRS as having failed to report all interest and dividends required to be shown on their income tax returns. Generally, 
individuals are not exempt recipients, whereas corporations and certain other entities are exempt recipients. 
Amounts withheld under the backup withholding rules from a payment to a beneficial owner are allowed as a refund 
or credit against such beneficial owner's federal income tax liability so long as the required information is furnished · 
to the IRS. 

State Tax Exemption 

In the further opinion of Co-Bond Counsel, interest on the 2016 Seri.es AB Bond is exempt from personal 
income taxes imposed by the State of California. 

Future Developments 

Future or pending legislative proposals, if enacted, regulations, rulings or court decisions may cause 
interest on the 2016 Series AB Bonds to be subject, directly or indirectly, to federal income taxation or to state or 
local income taxation, or may otherwise prevent beneficial owners from realizing the full current benefit of the tax 
status of such interest. Legislation or regulatory actions and future or· pending proposals may also affect the 
economic value of the federal or state tax exemption or the market value of the 2016 Series AB Bonds. Prospective 
purchasers of the 2016 Series AB Bonds should consult their tax advisors regarding pending or proposed federal or 
state tax legislation, regulations, rulings or litigation as to which Co-Bond Counsel expresses no opinion. 

104 
OHSUSA:765313558.9 



For example, various proposals have been made in Congress and by the President that would subject 
interest on bonds that is otherwise excludable from gross income for federal income tax purposes, including interest 
on the 2016 Series AB Bonds, to federal income tax payable by certain bondholders with adjusted gross income in 
excess of specified thresholds. Prospective purchasers should consult their tax advisors as to the effect of such 
proposals on their individual situations. 

CERTAIN LEGAL MATTERS 

Certain legal matters incident to the authorization, sale and delivery of the 2016 Series AB Bonds are 
subject to the approval of Norton Rose Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., 
Oakland, California, Co-Bond Counsel to the SFPUC. Certain legal matters are being passed upon for _the SFPUC 
by the City Attorney and by Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Disclosure Counsel. 
Certain legal matters are being passed upon for the Underwriters by Stradling Yocca Carlson & Rauth, a 
Professional Corporation, Newport Beach, California. Co-Bond Counsel and Disclosure Counsel will receive 
compensation that is contingent upon the sale and delivery of the 2016 Series AB Bonds. 

The form of approving opinion of Co-Bond Counsel is set forth in Appendix E, and will be available at the 
time of delivery of the 2016 Series AB Bonds. Co-Bond Counsel is not passing upon and undertakes no 
responsibility for the accuracy, completeness or fairness of the information contained in this Official Statement. 

Orrick, Herrington & Sutcliffe LLP has served as Disclosure Counsel to the SFPUC and in such capacity 
has advised the SFPUC with respect to the requirements of applicable securities laws and participated with 
responsible SFPUC officials· and staff in conferences and meetings where information contained in this Official 
Statement was reviewed for accuracy and completeness. Disclosure Counsel is not responsible for the accuracy or 
completeness of the information presented in this Official Statement and has not undertaken to independently verify 
any ·of such information. Rather, the SFPUC is solely responsible for the accuracy and completeness of the 
information contained in this Official Statement. Upon the issuance of the 2016 Series AB Bonds, Orrick, 
Herrington & Sutcliffe LLP will deliver a letter to the SFPUC concerning certain matters with respect to the Official 
Statement. No purchaser or holder of the 2016 Series AB Bonds, or other person or party other than the SFPUC, 
will be entitled to rely on such letter or on the fact that Orrick, Herrington & Sutcliffe LLP has acted as Disclosure 
Counsel to the SFPUC. 

RATINGS 

Moody's Investors Service ("Moody's") has assigned its municipal bond rating of"_" to the 2016 Series 
AB Bonds, and S&P Global Ratings, a Standard & Poor's Financial Services LLC business ("S&P"), has assigned 
its municipal bond rating of"_" to the 2016 Series AB Bonds. 

The ratings assigned by Moody's and S&P express only the views of the respective rating agencies. The 
explanation of the significance of these ratings, and any outlook associated with these ratings, may be obtained from 
Moody's and S&P, respectively. Each rating agency generally bases its rating on its own investigations, studies, and 
assumptions. The Sf PUC has provided certain additional information and materials to the rating agencies (some of 
which does not appear in this Official Statement). · 

A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision or 
withdrawal at any time. There is no assurance such ratings will continue for any given period of time or that such 
ratings will not be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating 
agencies, circumstances so warrant. Any such downward revision or withdrawal of such ratings may have an 
adverse effect ·an the market price of the 2016 Series AB Bonds. The SFPUC undertakes no responsibility to 
maintain its current ratings on the 2016 Series AB Bonds or to oppose any such downward revision, suspension or 
withdrawal. 
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UNDERWRITING 

General. The 2016 Series AB Bonds are being purchased by J.P. Morgan Securities LLC, on behalf of 
itself and Wells Fargo Bank, National Association, Citigroup Global Markets Inc., Siebert Brandford Shank & Co., 
L.L.C. and U.S. Bancorp Investments, Inc. (collectively, the "Underwriters"). 

The Underwriters have agreed to purchase the 2016 Sub-Series A Bonds from the SFPUC at a purchase 
price of $ (consisting of $ aggregate principal amount of the 2016 Sub-Series A Bonds, 
plus a net original issue premium of$ less an underwriter's discount of$ . Under the bond 
purchase contract to be entered into in connection with the purchase of the 2016 Sub-Series A Bonds, the 
Underwriters will be obligated to purchase all of the 2016 Sub-Series A Bonds if any are purchased, the obligation 
to make such purchase being subject to certain terms and conditions to be satisfied by the SFPUC. 

The Underwriters have agreed to purchase the 2016 Sub-Series B Bonds from the SFPUC at a purchase 
price of$ (consisting of$ aggregate principal amount of the 2016 Sub-Series B Bonds, plus 
a net original issue premium of $ , less an underwriter's discount of $ . Under the bond 
purchase contract to be entered into in connection with the purchase of the 2016 Sub-Series B Bonds, the 
Underwriters will be obligated to purchase all of the 2016 Sub-Series B Bonds if any are purchased, the obligation 
to make such purchase being subject to certain terms and conditions to be satisfied by the SFPUC. 

The Underwriters have certified the reoffering prices or yields set forth on the inside cover of this Official 
Statement. The SFPUC takes no responsibility for the accuracy of these prices or yields. The Underwriters may 
offer and sell the 2016 Sub-Series A Bonds or 2016 Sub-Series B Bonds to certain.dealers and others at prices lower 
than the offering prices stated on the inside cover page. The offering prices may be changed from time to time by 
the Underwriters. 

The Underwriters and their respective affiliates are full service financial institutions engaged in various 
activities, which may include securities trading, commercial and investment banking, financial advisory, investment 
management, principal investment, hedging, financing and brokerage activities. Certain of the Underwriters and 
their respective affiliates have, from time to time, performed, and may in the future perform, various investment . 
banking services for the SFPUC for which they received or will receive customary fees. 

In the ordinary course of their various business activities, the Underwriters and their respective affiliates 
may make or hold a broad array of investments and actively trade debt and equity securities (or related derivative 
securities) and financial instruments (which may include bank loans and/or credit default swaps) for their own 
account and for the accounts of their customers and may at any time hold long and short positions in such securities 
and instruments. Such investment and securities activities may involve securities and instruments of the SFPUC. 

Wells Fargo Securities is the trade name for certain securities-related capital markets and investment 
banking services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National 
Association, which conducts its municipal securities sales, trading and underwriting operations through the Wells 
Fargo Bank, NA Municipal Products Group, a separately identifiable department of Wells Fargo Bank, National 
Association, registered with the Securities and Exchange Commission as a municipal securities dealer pursuant to 
Section 15B(a) of the Securities Exchange Act of 1934. Wells Fargo Bank, National Association, acting through its 
Municipal Products Group ("WFBNA"), one of the underwriters of the 2016 Series AB Bonds has entered into an 
agreement (the "WFA Distribution Agreement") with its affiliate, Wells Fargo Advisors, LLC ("WFA"), for the 
distribution of certain municipal securities offerings, including the 2016 Series AB Bonds. Pursuant to the WFA 
Distribution Agreement, WFBNA will share a portion of its underwriting or remarketing agent compensation, as 
applicable, with respect to the Bonds with WF A. WFBNA has also entered into an agreement (the "WFSLLC 
Distribution Agreement") with its affiliate Wells Fargo Securities, LLC ("WFSLLC"), for the distribution of 
municipal securities offerings, including the 2016 Series AB Bonds. Pursuant to the WFSLLC Distribution 
Agreement, WFBNA pays a portion of WFSLLC's expenses based on its municipal securities transactions. 
WFBNA, WFSLLC, and WFA are each wholly-owned subsidiaries of Wells Fargo & Company. 

Citigroup Global Markets Inc., an underwriter of the 2016 Series AB Bonds, has entered into a retail 
distribution agreement with each of TMC Bonds L.L.C. ("TMC") and UBS Financial Services Inc. ("UBSFS"). 
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Under these distribution agreements, Citigroup Global Markets Inc. may distribute municipal securities to retail 
investors through the financial advisor network ofUBSFS and the electronic primary offering platform ofTMC. As 
part of this arrangement, Citigroup Global Markets Inc. may compensate TMC (and TMC may compensate its 
electronic platform member firms) and UBSFS for their selling efforts with respectto the 2016 Series AB Borids. 

Siebert Brandford Shank & Co., L.L.C., an underwriter of the 2016 Series AB Bonds, has entered into an 
agreement with Muriel Siebert & Co. for the retail distribution of certain securities offerings at the original issue 
prices. Pursuant to this distribution agreement, if applicable to the 2016 Series AB Bonds, Muriel Siebert & Co. will 
purchase 2016 Series AB Bonds at the original issue prices less the selling concession with respect to any 2016 
Series AB Bonds that Muriel Siebert & Co. sells. Siebert Brandford Shank & Co., L.L.C. will share a portion of its 
underwriting compensation with Muriel Siebert & Co., if applicable. 

"US Bancorp" is the marketing name of U.S. Bancorp and its subsidiaries, including U.S. Bancorp 
Investments, Inc. ("USBII"), which is serving as an underwriter of the 2016 Series AB Bonds, and U.S: Bank 
National Association ("USBNA"), which is serving as Trustee for the 2016 Series AB Bonds. 

FINANCIAL STATEMENTS 

Attached as Appendix D are the audited financial statements of the Water Enterprise (the "Financial 
Statements") for Fiscal Years 2013-14 and 2014-15, prepared by the SFPUC and audited by KPMG LLP, 
independent certified public accountants, San Francisco, California (the "Auditor"). The financial statements are 
included for convenience. 

The SFPVC has not reques.ted nor did the SFPUC obtain permission from the Auditor to include the 
audited financial statements as an Appendix to this Official Statement. Accordingly, the Auditor has made no 
representation in connection with inclusion of the audits herein that there has been no material change in the 
financial condition of the SFPUC since the most recent audit was concluded. The Auditor has not been engaged to 
perform and has not performed, since the date of its report included herein, any procedures on the financial 
statements addressed in that report. The Auditor also has not performed any procedures relating to this Official 
Statement. 

CONTINUING DISCLOSURE 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2016 Series AB 
Bonds, under a Continuing Disclosure Certificate dated as of the Closing Date, to provide certain financial 
information and operating data (the "Annual Report") not later than nine months following the end of its Fiscal 
Year (presently June 30), beginning on March 31, 2017, with the report for Fiscal Year 2015-16, and to promptly 
provide notices of the occurrence of certain enumerated events set forth in the Continuing Disclosure Certificate 
("Listed Events"). 

The SFPUC will file the Annual Report and any notice of Listed Events as described in the Continuing 
Disclosure Certificate. The specific nature of the information to be contained in the Annual Report or the notices of 
Listed Events is set forth in the Continuing Disclosure Certificate. These covenants have been made in order to 
assist the Underwriters in complying with the Rule. The form of the Continuing Disclosure Certificate is attached to 
this Official Statement as Appendix F. 

Although the SFPUC filed on EMMA materials describing the effectiveness of certain amendments to the 
indenture pursuant to which the SFPUC's wastewater revenue bonds have been issued (payable from revenues of a 
separate enterprise fund-see "THE PUBLIC UTILITIES COMMISSION - Organization, Purposes and Powers"), 
it failed to file timely a simultaneous and duplicative notice of material event. 

The SFPUC has, at least once in the last five years, failed to file in a timely manner notice of a change in 
the rating of SFPUC bonds resulting from a change in the rating of a bond insurer. As of the date of this Official 
Statement, the current ratings of the SFPUC's bonds are correct on EMMA 
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CO-MUNICIPAL ADVISORS 

Backstrom Mccarley Berry & Co., LLC, San Francisco, California, and Montague DeRose and Associates, 
LLC, Walnut Creek, California (the "Co-Municipal Advisors"), have served as Co-Municipal Advisors to the 
SFPUC in connection with the structuring and delivery of the 2016 Series AB Bonds .. The Co-Municipal Advisors 
are not obligated to undertake, and have not undertaken to make, an independent verification or to assume 
responsibility for the accuracy, completeness or fairness of the information contained in this Official Statement. The 
Co-Municipal Advisors will receive compensation that is contingent upon the sale and delivery of the 2016 Series 
AB Bonds. 

VERIFICATION OF MATHEMATICAL ACCURACY 

Upon delivery of the 2016 Series AB Bonds, Causey Demgen & Moore P.C., Denver, Colorado will deliver 
a report on the mathematical accuracy of certain computations, contained in schedules provided to them on behalf of 
the SFPUC, relating to (a) the sufficiency of the anticipated receipts from the cash deposited in the Escrow Funds to 
prepay the Refunded Bonds in full, and (b) the "yield" on the investments deposited in the Escrow Funds and on the 
Refunded Bonds considered by Co-Bond Counsel in connection with the opinion rendered by such firm that the 
Refunded Bonds are not "arbitrage bonds" within the meaning of Section 148 of the Internal Revenue Code of 1986, 
as amended. 

MISCELLANEOUS 

References made in this Official Statement to certain documents and reports are brief summaries thereof 
that do not purport to be complete or definitive, and reference is made to such documents and reports for full and 
complete statements of the contents thereof. 

The appendices to this Official Statement are integral parts of this Official Statement. Investors must read 
the entire Official Statement, including the appendices, to obtain information essential to making an informed 
investment decision. 
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APPROVAL AND DELIVERY 

This Official Statement has been duly approved and authorized to.be delivered by the SFPUC. 

OHSUSA:765313558.9 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: ________________ ~ 

Harlan L. Kelly, Jr. 
General Manager 

109 



APPENDIX A 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 

This Appendix contains summaries of certain provisions of the Indenture, which are in addition and 
complementary to the summaries found in the Official Statement under the captions "INTRODUCTION" "THE 
2016 SERIES AB BONDS" and "SECURITY FOR THE BONDS. " The following summaries are qualified in their 
entirety by reference to the complete Indenture, a copy of which can be obtained from the SFPUC. · 
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APPENDIXB 

SUMMARY OF CERTAIN PROVISIONS OF THEW ATER SUPPLY AGREEMENT 

The following brief summary of certain provisions of the Water Supply Agreement is subject in all respects 
to all of the provisions of such document. This brief summary does not purport to be a complete statement of said 
provisions and prospective purchasers of the 2016 Series AB Bonds are referred to the complete text of said 
document. 

Definitions 

"1984 Agreement" refers to the 1984 Settlement Agreement and Master Water Sales Contract between the 
City and County of San Francisco and certain Suburban Purchasers in San Mateo County, Santa Clara County and 
Alameda Co'unty, which expired on June 30, 2009. 

"Act" refers to the Raker Act, 38 Stat. 242, the Act of Congress, enacted in 1913, that authorized the 
construction of the Retch Retchy system on federal lands. 

"Adjusted Proportional Annual Use" means the respective percentages of annual water use, as adjusted 
to reflect deliveries of water by the Retch Retchy Water & Power Project to outside City Retail Customers. 

"Agreement" refers to the Water Supply Agreement, by and among San Francisco and the Wholesale 
Customers who approve the Agreement. 

"BAWSCA" refers to the Bay Area Water Supply and Conservation Agency established pursuant to 
Division 31 of the California Water Code (Water Code §§81300-81461) or its successor and permitted assigns. 

"CEQA" refers to the California Environmental Quality Act found at §§21000 et seq. of the Public 
Resources Code and the Guidelines for the California Environmental Quality Act found at §§15000 et seq. of 
Title 14 of the California Code ofRegulations, as amended from time to time. 

"Commission" means the governing board of the SFPUC. 

"Debt Service" means principal and interest paid during a fiscal year on Indebtedness incurred by the 
SFPUC for the 2006 Revenue Bonds, Series A, and subsequently issued Indebtedness (exclusive of 2006 Revenue 
Bonds, Series B and C), the proceeds of which· are used or are scheduled to be used for the acquisition or 
construction ofNew Regional Assets or to refund such Indebtedness. · 

"Direct Retail" refers to ·Regional Water System capital or operating expenditures that are incurred to 
provide water service solely to Retail Customers. 

"Direct Wholesale" refers to Regional Water System capital or operating expenditures that are incurred to 
provide water service solely to one or more Wholesale Customers. 

"Dr-ought" means a water shortage caused by lack of precipitation, as reflected in resolutions of the 
Commission calling for voluntary or mandatory water rationing based on evaluation of water stored or otherwise 
available to the Regional Water System, whether or not the Commission declares a water shortage emergency 
pursuant to Water Code§§ 350 et seq., as amended from time to time. 

"Emergency" means a sudden, non-drought event, such as an earthquake, failure of Regional Water 
System infrastructure or other catastrophic event or natural disaster that results in an insufficient supply of water 
available to the Retail or Wholesale Service Areas for basic human consumption, firefighting, sanitation, and fire 
protection. 
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"Encumbrance" or "Encumber" refers to the process by which the City Controller certifies the 
availability of amounts previously appropriated by the Commission for specifically identified SFPUC capital 
projects performed either by third parties or through work orders to other San Francisco departments. 

"Environmental Enhancement Surcharge" means the surcharge to be imposed by the SFPUC on 
individual parties to the Agreement whose use exceeds their Interim Supply Allocation when the collective use of 
water by all parties to the Agreement is in excess of the Interim Supply Limitation. 

"Excess Use Charges" are monthly charges set by the SFPUC, in the form of multipliers, that are applied 
to the Wholesale Customer water rates during times of mandatory -rationing if a Wholesale Customer's water usage 
is greater than its shortage allocation. 

"Fundamental Rights" of Wholesale Customers are their status as parties to the Agreement, their 
allocation of water recognized in the Agreement, their protection against arbitrary, unreasonable, or unjustly 
discriminatory rates and any other specific rights described in the Agreement. 

"Hetch Hetchy Enterprise" refers to Retch Retchy Water and Power Enterprise, a SFPUC operating 
department. 

"Indebtedness" includes revenue bonds, bond anticipation notes, certificates of participation (excluding 
certificates of participation towards which SFPUC contributes debt service as an operating expense), and 
commercial paper. 

"Individual Water Sales Contract" refers to the contracts between each Wholesale Customer and San 
Francisco that details customer-specific matters such as location of service connections, service area maps and other 
matters specific to that customer. 

"Individual Supply Guarantee" refers to each Wholesale Customer's share of the Supply Assurance. 

"Interim Supply Allocation" refers to each Wholesale Customer's share, to be established by the SFPUC 
of the Interim Supply Limitation. 

"Interim Supply Limitation" refers to the 265 MGD annual average limitation on water deliveries until 
December 31, 2018 from Regional Water System watersheds imposed by the SFPUC in its approval of the WSIP in 
Resolution Number 08-0200 dated October 30, 2008. 

"Joint," when used in connection with Retch Retchy Enterprise assets or expenses, refers to assets used or 
expenses incurred in providing both water supply ("Water-Related") and in the generation and transmission of 
electrical energy ("Power-Related"). -

"Local System Water" refers to Regional Water System water supplies developed in San Mateo, Alameda 
and Santa Clara Counties or otherwise not produced by the Retch Retchy Enterprise under rights of way granted by 
the Act. -

"MGD" refers to an average flow rate of one million gallons per day over a specific time period, often a 
year. For example, one MGD is equal to 365 million gallons per year or 1, 120 acre feet per year. 

"Net Annual Debt Service" refers to debt service less payments made from proceeds oflndebtedness (e.g., 
capitalized interest), earnings on bond proceeds (e.g., reserve fund earnings) used to pay Debt Service, and interest 
paid from renewed commercial paper, or from reserve fund liquidation. 

"New Assets" refers to Regional and Retch Retchy Water-Only and Water-Related capital assets added to 
Regional Water System plant in service after June 30, 2009. 
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"New Regional Assets" refers to New Assets placed in service on or after July 1, 2009 that are used and 
useful in delivering water to Wholesale Customers. The following four categories comprise New Regional Assets: 

1. Water Enterprise Regional Assets 

2. Water Enterprise Direct Wholesale Assets 

3. Retch Retchy Water Only Assets 

4. Water-Related portion ( 45 percent) of Retch Retchy Joint Assets 

"Power-Only," when used with reference to Retch Retchy Enterprise capital costs and operating and 
maintenance expenses, means capital costs and expenses that are incurred solely for the construction and operation 
of assets used to generate and transmit electrical energy. 

"Power-Related" refers to the power related portion (55%) of Joint Retch. Hetchy Enterprise assets or 
expenses. 

"Proportional Annual Use" means the shares of deliveries from the Regional Water System used by City 
Retail Customers and by the Wholesale Customers in a fiscal year, expressed as a percentage. 

"Proportional Water Use" refers the general principle of allocating Regional Water System costs based 
on the relative purchases of water by Retail and Wholesale Customers. 

"Regional," when used with reference to Water Enterprise capital assets and operating expenses, refers to 
assets and expenses that benefit Wholesale and Regional Customers. 

''Regional Water System" means the water storage, transmission and treatment system operated by the 
SFPUC in Tuolumne, Stanislaus, San Joaquin, Alameda, Santa Clara, San Mateo and San Francisco counties, 
inciuding projects constructed under'the WSIP, but excluding Direct Retail and Direct Wholesale assets. 

"Retail Customers" means any customer that purchases water from San Francisco that is not a Wholesale 
Customer, whether located inside or outside of San Francisco. 

"Retail Service Area" means the areas where SFPUC sells water to Retail Customers. 

"Retail Water" means water sold by the SFPUC to its Retail Customers within and outside San Francisco. 

"San Francisco" refers to the City and County of San Francisco. 

"SFPUC" refers to the San Francisco Public Utilities Commission as an operating department of 
San Francisco, the General Manager of which reports to the Commission. 

"Substantially Expended," when used with respect to a specific bond issue, means 98% of the proceeds 
from that bond issue and investment earnings contributed to the project fund have been expended'. 

"Supply Assurance" means the 184 MGD maximum annual average metered supply of water dedicated by 
San Francisco to public use in the Wholesale Service Area (not including San Jose and Santa Clara). 

"Term" means the 25-year term of the Agreement commencing July 1, 2009, including one or both 5-year 
extensions authorized by the Agreement. 

"Tier 1 Shortage Plan" refers to the Water Shortage Allocation Plan, adopted by the SFPUC and the 
Wholesale Customers in conjunction with the Agreement describing the method for allocating water between the 
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SFPUC and the Wholesale Customers collectively for shortages of up to 20% of deliveries from the Regional Water 
System, as amended from time-to-time. 

"Water Enterprise" refers to the San Francisco Water Department (SFWD), an SFPUC Operating 
Department. 

"Water Management Charge" refers to the charge collected by San Francisco on behalf ofBAWSCA for 
local water resource development in the Wholesale Service Area. 

"Water-Only," when used with reference to Hetch Hetchy Enterprise capital costs and oper~ting and 
maintenance expenses, means capital costs and expenses that are incurred solely for the construction and operation 
of assets used to protect water quality or to provide for the delivery of water for consumptive purposes. 

"Water-Related" refers to the water related portion (45%) of Joint Hetch Hetchy Enterprise assets or 
expenses. 

"Wheeling Statute" refers to Article 4 of Chapter 11 of the California Water Code, as amended from time 
to time. 

"Wholesale Capital Fund" is the account established by the SFPUC for deposit of Wholesale Customer 
revenue that is used to fund the wholesale share ofrevenue-funded New Regional Assets. 

"Wholesale Customer" or "Customers" means one or more of the 27 water customers that are contracting 
for purchase of water from San Francisco pursuant to the Agreement. 

"Wholesale Revenue Coverage" refers to the additional dollar amount included in wholesale rates each 
fiscal year that is charged to Wholesale Customers by the SFPUC for their proportionate share of Debt Service 
coverage. 

"Wholesale Revenue Coverage Reserve" refers to the account established by the SFPUC for deposit of 
Wholesale Revenue Coverage. 

"Wholesale Revenue Requirement" means the calculated Wholesale Customer portion of SFPUC 
Regional Water System capital and operating costs. 

"Wholesale Service Area" means the combined service areas of the Wholesale Customers, as delineated 
on the service area maps attached to each Individual Water Sales Contract. 

"WSIP" refers to the Water System Improvement Program approved by the Commission in Resolution 
No. 08-0200 on October 30, 2008, as amended from time to time. · 

Term 

The Term of the Agreement is twenty five (25) years. The Term shall began on July 1, 2009 and ends on 
June 30, 2034. 

In December 2031, the SFPUC may provide written notice to the Wholesale Customers that it is willing to 
extend the Term of the Agreement. Between January 1, 2032 and June 30, 2032, any Wholesale Customer may 
accept the SFPUC's offer to extend the Term by providing a written notice of extension to the SFPUC. If such 
notices of extension are received from Wholesale Customers representing at least two-thirds in number as of 
June 30, 2032 and seventy five percent (75%) of the quantity of water delivered by the SFPUC to all Wholesale 
Customers during fiscal year 2030-31, the Term shall be extended for another five (5) years ("First Extension 
Term"), through June 30, 2039. No party to the Agreement which does not wish to remain a party during the 
Extension Term shall be compelled to do so by the actions of other parties. 

B-4 
OHSUSA:765313558.9 



In December 2036, the SFPUC may provide written notice to the Wholesale Customers that it is .willing tci 
extend the Term of the Agreement. Between January 1, 2037 and June 30, 2037, any Wholesale Customer may 
accept the SFPUC's offer to extend the Term by providing a written notice of extension to the SFPUC. If such 
notices of extension are received from Wholesale Customers representing at least two-thirds in number as of 
June 30, 2037 and seventy five percent (75%) of the quantity of water delivered by the SFPUC to all Wholesale 
Customers during fiscal year 2035-36, the Term shall be extended for another five (5) years ("Second Extension 
Term"), through June 30, 2044. No party to the Agreement which does not wish to remain a party during the 
Extension Term shall be compelled to do so by the actions of other parties. 

Amendments to Agreement 

The Agreement may be amended with the written consent of San Francisco and of Wholesale Customers 
representing at least two-thirds in number and seventy five percent (75%) of the quantify of water delivered by 
San Francisco to all Wholesale Customers during the fiscal year immediately preceding the amendment. 

No amendment which adversely affects a Fundamental Right of a Wholesale Customer may be made 
without the written consent of that customer. 

Supply Assurance 

· San Francisco agrees to deliver water to the Wholesale Customers up to the amount of the Supply 
Assurance. Water delivered by San Francisco to Retail Customers shall not be included in the Supply Assurance. 
Until December 31, 2018, such commitment is subject to the Interim Supply Limitation provisions in the 
Agreement. 

Both the Supply Assurance and the Individual Supply Guarantees identified are expressed in terms of daily 
deliveries on an annual average basis and do not themselves constitute a guarantee by San Francisco to meet peak 
daily or hourly demands of the Wholesale Customers, irrespective of what those peak demands may be. The parties 
acknowledge, however, that the Regional Water System has been designed and constructed to meet peak daily and 
hourly demands and that its capacity to do so has not yet been reached. San Francisco agrees to operate the 
Regional Water System to meet peak requirements of the Wholesale Customers to the extent possible without 
adversely affecting its ability to meet peak demands of Retail Customers. The Agreement shall not preclude San 
Francisco from undertaking to meet specific peak demand requirements of individual Wholesale Customers in their 
Individual Water Sales Contracts. 

The Supply Assurance is perpetual and shall survive the expiration or earlier termination of the Agreement. 
Similarly, the Individual Supply Guarantees and/or the Individual Water Sales Contracts are perpetual and shall 
survive the expiration or earlier termination of the Agreement or the Individual Water Sales Contracts. 

The amount of water made available by San Francisco to the Wholesale Customers is subject to reduction, 
·to the extent and for the period made nece~sary by reason of water shortage, Drought, Emergencies, or by 
·malfunctioning or rehabilitation of facilities in the Regional Water System. The amount of water made available to 
the Wholesale Customers may not be reduced, however, merely because the water recycling and groundwater 
projects which WSIP envisions to be constructed within San Francisco, or the conser\ration programs intended to 
reduce water use by Retail Customers that are included in the WSIP, do not generate the yield or savings (10 MGD 
combined) anticipated by San Francisco. 

Allocation of Supply Assurance 

A portion of the Supply Assurance has been. allocated among 24 of the 27 Wholesale Customers. Three 
Wholesale Customers do not have Individual Supply Guarantees. The cities of San Jose and Santa Clara do not 
have an Individual Supply Guarantee because San Francisco has provided water to them on a temporary and 
interruptible basis. The City of Hayward does not have an Individual Supply Guarantee because of the terms of the 
1962 contract between it and San Francisco. 
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If the total amount of water delivered by San Francisco to Hayward and to the Wholesale Customers with 
Individual Supply Guarantees exceeds 184 MGD over a period of three consecutive fiscal years (i.e., July 1 through 
June 30), then the Individual Supply Guarantees of those Wholesale Customers shall be reduced pro rata so that their 
combined entitlement and the sustained use by Hayward does not exceed 184 MGD. 

It is the responsibility of each Wholesale Customer to limit its purchases of water from San Francisco so as 
to remain within its Individual Supply Guarantee. San Francisco is not liable to any Wholesale Customer or 
obligated to supply more water to any Wholesale Customer individually or to the Wholesale Customers collectively 
than the amount to which it or they are otherwise entitled under the Agreement due to the use by any Wholesale 
Customer of more water than the amount to which it is entitled under the Agreement. 

San Francisco installs such new connections between the Regional Water System and the distribution 
system of any Wholesale Customer that are necessary to deliver the quantities of water to which the Wholesale 
Customer is entitled under the Agreement. San Francisco has the right to determine the location of such 
connections, in light of the need to maintain the structural· integrity of the Regional Water System and, where 
applicable, the need to limit peaking directly off of Regional Water System pipelines by a Wholesale Customer's 
individual retail customers, the need to ensure that a Wholesale Customer's individual retail customers have access 
to alternative sources of water in the event of a reduction in San Francisco's ability to provide them with water, and 
other factors which may affect the desirability or undesirability of a particular location. 

Wholesale Customer Service Areas 

A Wholesale Customer may not deliver water furnished to it by San Francisco outside the boundary of its 
service area without the prior written consent of San Francisco, except for deliveries to another Wholesale Customer 
on an emergency and temporary basis. San Francisco may refuse a Wholesale Customer's request to expand its 
service area on any reasonable basis. 

If two or more Wholesale Customers agree to adjust the boundaries of their respective service areas so that 
one assumes an obligation to serve customers in an area that was previously within the service area of another 
Wholesale Customer, they may also correspondingly adjust their respective Individual Supply Guarantees. 

San Francisco acknowledges that it has heretofore consented in writing to deliveries of water by individual 
Wholesale Customers outside their service area boundaries and agrees that nothing in the Agreement is intended to 
affect such prior authorizations, which remain in full force and effect according to their terms. 

Permanent Transfers of Individual Supply Guarantees 

A Wholesale Customer that has an Individual Supply Guarantee may transfer a portion of it to one or more 
other Wholesale Customers; transfers of a portion of an Individual Supply Guarantee must be permanent; and 
transfers of portions of Individual Supply Guarantees are subject to approval by the SFPUC. SFPUC review is 
limited to (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the 
Regional Water System have sufficient capacity to accommodate delivery of the increased amount of water to the 
proposed transferee. 

Restrictions on Resale 

Each Wholesale Customer agrees that it will not sell any water purchased from San Francisco to a private 
party for resale by such private party to others in violation of the Act. · 

Each Wholesale Customer also agrees that it will not sell water purchased from San Francisco to another 
Wholesale Customer without prior written approval of the SFPUC, except on a temporary and emergency basis. 
The SFPUC agrees that it will not unreasonably withhold its consent to a request by a Wholesale Customer to 
deliver water to another Wholesale Customer for resale. 
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Conservation; Use of Local Sources 

Each Wholesale Customer shall take all actions within its ·legal authority related to water conservation that 
are necessary to insure that the SFPUC (a) remains eligible for (i) state and federal grants and (ii) access to the 
Drought Water Bank operated by the California Department of Water Resources, as well as other Drought-related 
water purchase or transfer programs, and (b) complies with future legal requirements imposed on the Regional 
Water System by the federal government, the State, or any other third party as conditions for receiving funding or 
water supply. 

San Francisco and each Wholesale Customer agree that they will diligently apply their best efforts to use 
both surface water and groundwater sources located within their respective service areas and available recycled 
water to the maximum feasible extent, taking into account the environmental impacts, the public health effects and 
the effects on supply reliability of such use, as well as the cost of developing such sources. · 

Restrictions on Purchases of Water from Others; Minimum Annual .Purchases 

Each Wholesale Customer (except for Alameda County Water District and the cities ofMilpitas, Mountain 
View and Sunnyvale) agrees that it will not contract for, purchase or receive, with or without compensation, directly 
or indirectly, from any person, corporation, governmental agency or other entity, any water for delivery or use 
within its service area without the prior written consent of San Francisco. · 

The prohibition in the preceding sentence does not apply to: 

1. recycled water; 

2. water necessary on an emergency and temporary basis, provided that the Wholesale Customer 
promptly gives San Francisco notice of the nature of the emergency, the amount of water that has been or is to be 
purchased, and the expected duration of the emergency; or 

3. water in excess ofa Wholesale Customer's Individual Supply Guarantee. 

Alameda County Water District and the cities of Milpitas, Mountain View and Sunnyvale may purchase 
water from sources other than Sa:n Francisco, provided that San Francisco shall require that each purchase a 
minimum annual quantity of water from San Francisco. Due to continued dry years in the last four years, and the 
call for voluntary rationing from the wholesale and retail customers, the SFPUC waived the minimum purchase 
requirements from these agencies from Fiscal Year 2013-14 through Fiscal Year 2016-17. 

Water Quality 

San Francisco shall deliver treated water to Wholesale Customers (except Coastside County Water District, 
which receives untreated water from Crystal Springs and Pilarcitos Reservoirs) that complies with primary 
maximum contaminant level and treatment technique standards at the regulatory entry points designated in the San 
Francisco Regional Water System Domestic Water Supply Permit (currently Permit No. 02-04-04P3810001) issued 
by the California Department o~Public Health. · 

Completion of WSIP 

San Francisco will complete construction of the physical facilities in the WSIP by June 2019. The SFPUC 
agrees to provide for full public review and comment by local and state interests of any proposed changes that delay 
previously adopted project completion dates or that delete projects. The SFPUC shall meet and consult with 
BA WSCA before proposing to the Commission any changes in the scope of WSIP projects which reduce their 
capacity or ability to achieve adopted levels of service goals. The SFPUC retains discretion to .determine whether to 
approve the physical facilities in the WSIP until after it completes the CEQA process. 
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Regional Water System Repair, Maintenance and Operation 

San Francisco will keep the Regional Water System in good working order and repair consistent with 
prudent utility practice. 

San Francisco will continue to operate its reservoirs in a manner that assigns higher priority to the delivery 
of water to the Bay Area and the environment than to the generation of electric power. The SFPUC, as the Regional 
Water System operator, is solely responsible for making day-to-day operational decisions. 

Shortages 

Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers 
collectively and the Individual Supply Guarantees to Wholesale Customers individually, San Francisco may reduce 
the amount of water available or interrupt water deliveries to specific geographical areas within the Regional Water 
System service area to the extent that such reductions are necessary due to Emergencies, or in order to install, repair, 
rehabilitate, replace, investigate or inspect equipment in, or perform other maintenance work on, the Regional Water 
System. Such reductions or interruptions may be imposed by San Francisco without corresponding reductions or 
interruptions in the amount of water available to SFPUC water users outside the specific geographical area where 
reductions or interruptions are necessary, if the system's ability to supply water outside the specific geographical 
area has not been impaired. In the event of such a reduction cir interruption, San Francisco will restore the supply of 
water to the specific geographical area as soon as is possible. 

Following a major system emergency event, the SFPUC will work closely with its Wholesale Customers to 
monitor customer demand, including the demand source. In the event that any individual Wholesale Service Area or 
Retail Service Area customer's uncontrolled distribution system leaks could result in major water waste and 
endanger the supply provided by the Regional Water System as a whole, flow through some customer connections 
may need to be temporarily reduced or terminated. SFPUC will work closely with customers to assess the nature of 
the demand (e.g. fire-fighting versus leakage), so that public health and safety protection can be given top priority. 

1. All emergencies that require use of non-potable source water will require use of chlorine, ot other 
suitable disinfectant, if feasible. 

2. San Francisco will use its best efforts to meet the seismic reliability and delivery reliability level 
of service goals adopted by the Commission in conjunction with the WSIP. San Francisco will distribute water on 
an equitable basis throughout the Regional Water System service area following a regional Emergency, subject to 
physical limitations caused by damage to the Regional Water System. 

Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers 
collectively and the Individual Supply Guarantees to Wholesale Customers individually, San Francisco may reduce 
the amount of water available to the Wholesale Customers in response to Drought. 

1. The Tier 1 Shortage Plan set forth in the Agreement will continue to be used to allocate water 
from the Regional Water System between Retail and Wholesale Customers during system-wide shortages of 20% or 
less. 

2. San Francisco and the Wholesale Customers may negotiate in good faith revisions to the Tier 1 
Shortage Plan to adjust for and accommodate anticipated changes due to demand hardening in the SFPUC's 
Wholesale and Retail Service Areas. Until agreement is reached, the current Tier 1 Shortage Plan will remain in 
effect. 

3. The SFPUC will honor allocations of water among the Wholesale Customers ("Tier 2 
Allocations") provided by BA WSCA or if unanimously agreed to by all Wholesale Customers. If BA WSCA or all 
Wholesale Customers do not provide the SFPUC with Tier 2 Allocations, then the SFPUC may make a final 
allocation decision after first meeting and discussing allocations with BA WSCA and the Wholesale Customers. For 
Regional Water System shortages in excess of 20%, San Francisco shall (a) follow the Tier 1 Shortage Plan 

B-8 
OHSUSA:765313558.9 



allocations up to the 20% reduction, (b) meet and discuss how to implement incremental reductions above 20% with 
the Wholesale Customers, and (c) make a final determination of allocations above the 20% reduction. After the 
SFPUC has made the final allocation decision, the Wholesale Customers shall be free to challenge the allocation on 
any applicable legal or equitable basis. 

4. San Francisco will use its best efforts to identify potential sources of dry year water supplies and 
establish the contractual and other means to access and deliver those supplies in sufficient quantity to meet a goal of 
not more than 20% system-wide shortage in any year of the design drought. 

Wheeling of Water from Outside SFPUC System 

Subject to the Wheeling Statute, the SFPUC will not deny use of Regional Water System unused capacity 
for wheeling when such capacity is available for wheeling purposes during periods when the SFPUC has declared a 
water shortage emergency under Water Code Section 350 ifthe following conditions are met: 

A. The transferor pays reasonable charges incurred by the SFPUC as a result of the wheeling, 
including capital, operation, maintenance, administrative and replacement costs (as such are defined in the Wheeling 
Statute). 

B. Wheeled water that is stored in the Regional Water System spills first. 

C. Wheeled water will not unreasonably: (1) impact fish and wildlife resources in Regional Water 
System reservoirs; (2) diminish the quality of water delivered for consumptive uses; or (3) increase the risk of exotic 
species impairing Regional Water System operations. The transferor may at its own expense provide for treatment 
to mitigate these effects. 

D. Priority will be given to wheeling by Wholesale Customers or BA WSCA over arrangements for 
third-party public entities. 

Limits on New Customers 

Until December 31, 2018, San Francisco will not enter into contracts to supply water to any entity other 
than a Wholesale Customer (whether permanent or temporary, firm or interruptible) unless: 

1. It completes any necessary environmental review under CEQA of the proposed new wholesale 
water service obligations; 

2. It concurrently completes any necessary environmental review under CEQA and commits to make 
both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD; 
and 

3. The Agreement is amended to incorporate any commitments to proposed new wholesale 
customers and to San Jose and Santa Clara, and to address the effects, if any, of the new customer(s) on water 
supply reliability, water quality and cost to existing customers of the Regional Water System. 

As of January 1, 2019, San Francisco will not enter into contracts to supply water to any entity other than a 
Wholesale Customer (whether permanent or temporary, firm or interruptible) unless:. 

· 1. It completes any necessary environmental review under CEQA of the proposed new wholesale 
water service obligations; · 

2. It concurrently completes any necessary environmental review under CEQA and commits to make 
both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD; 

3. Doing so increases the reliability of the Regional Water System; and 
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4. The Agreement is concurrently amended (a) to reflect that increased reliability by means of an 
increased commitment by San Francisco to deliver water during Droughts and (b) to address the effects, if any, of 
the new customer(s) on water supply, water quality and cost to existing customers of the Regional Water System; 

San Francisco may enter into new retail water service obligations outside of the City and County of San 
Francisco: 

1. Only in Alameda, San Mateo, Santa Clara, San Joaquin and Tuolurnne Counties; 

2. That are within or immediately adjacent to areas in which it currently serves other Retail 
Customers; and 

3. Until the aggregate additional demand represented by the new retail customers reaches 0.5 MGD. 

The limitations on serving new Retail Customers described in this subsection. do not apply to historical 
obligations to supply water that may be contained in prior agreements between the SFPUC or its predecessor the 
Spring Valley Water Company, and individual users or property owners located adjacent to Regional Water System 
transmission pipelines. 

Subject to completion of necessary environmental review under CEQA, San Francisco may at any time 
enter into water exchanges or cost sharing agreements with other water suppliers to enhance dry year or normal year 
water deliveries, provided that San Francisco cannot incur new water service obligations to such other water 
suppliers unless the requirements for taking on new wholesale customers are met. 

New Sources of Water Supply to Maintain Supply Assurance 

Sudden and unanticipated events may require San Francisco to act promptly to protect the health, safety 
and economic well-being of its Retail and Wholesale Customers. Such sudden events include, but are not limited to 
drought, earthquakes, terrorist acts, catastrophic failures of facilities owned and operated by San Francisco, and 
other natural or man-made events. If such events diminish San Francisco's ability to maintain the Supply 
Assurance, San Francisco may increase the Wholesale Revenue Requirement to pay for planning, evaluation and 
implementation of replacement sources of supply when such needs arise and without the prior approval of the 
Wholesale _Customers. 

Climate change, regulatory actions and other events may impact San Francisco's ability to maintain the 
Supply Assurance from its existing surface water supplies, but on timescales long enough to permit San Francisco to 
collaborate with its Wholesale Customers on how best to address possible impacts to water supply. If such events 
diminish San Francisco's ability to maintain the Supply Assurance, San Francisco may increase the Wholesale 
Revenue Requirement to pay for planning, evaluation and implementation of replacement sources of supply when 
such needs arise and without the prior approval of the Wholesale Customers. · 

New Sources of Water Supply to Increase Supply Assurance 

The Commission action in SFPUC Resolution Number 08-0200, adopted October 30, 2008 requires certain 
decisions by San Francisco regarding whether to supply more than 265 MGD from its watersheds following 2018. 
Such decisions are to be made by December 31, 2018, subject to the exercise of San Francisco's retained CEQA 
discretion. San Francisco's future decisions may include an offer to increase the Supply Assurance at the request of 
some or all of its Wholesale Customers. Costs associated with providing additional water from its existing water 
supplies in San Mateo, Santa Clara, Alameda, .Tuolumne, and Stanislaus Counties shall be allocated to Wholesale 
and Retail Customers as. described in the Agreement. 

If San Francisco seeks to develop additional water supplies from new sources to increase the Supply 
Assurance available to Wholesale Customers, studies and resulting water supply projects will be conducted jointly 
with BA WSCA under separate agreement(s) specifying the purpose of the projects, the anticipated regional benefits 
and how costs of studies and implementation will be allocated and charged. Nothing in the Agreement shall serve as 
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precedent for the allocation of such new supply capital costs between Retail and Wholesale Customers or associated 
operational expenses, which shall only occur following approval of both parties and amendment of the Agreement, 
if necessary. 

Interim Supply Limitation Imposed by SFPUC 

In adopting the WSIP in Res. No. 08-0200, the Commission included full implementation of all proposed 
WSIP capital improvement projects to achieve level of service goals relating to public health, seismic safety, and 
delivery reliability, but decided to adopt a water supply element that includes the Interim Supply Limitation. 
Between the effective date of the Agreement and December 31, 2018; the Interim Supply Limitation is aliocated as 
follows between Retail and Wholesale Customers: 

Retail Customers' allocation: 
Wholesale Customers' allocation: 

81MGD 
184MGD 

The Wholesale Customers' collective allocation of 184 MGD under the Interim Supply Limitation includes 
the demand of the cities of San Jose and Santa Clara, whose demand is not included in the Supply Assurance. 

Transfers of Interim Supply Allocations 

Any Wholesale Customer, including Hayward, may transfer a portion of its Interim Supply Allocation to 
one or more other Wholesale Customers. All Wholesale Customers are also eligible transferees, including 
California Water Service Company up to its Individual Supply Guarantee. Transfers of a portion of an Interim 
Supply Allocation must be prospective. The duration of a transfer cannot be less than the balance of the fiscal year. 
Transfers of portions oflnterim Supply Allocations are subject to approval by the SFPUC. SFPUC review is limited 
to determining (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the 
Regional Water System have sufficient capacity to accommodate delivery of the increased amount of water to the 
proposed transferee. The SFPUC will not unreasonably withhold or delay its approval. Transfers oflnterim Supply 
Allocations shall continue in effect until the earlier of (1) delivery of written notice to the SFPUC by the transfer 
participants that the transfer has been rescinded or (2) December 31, 2018. 

Environmental Enhancement Surcharge 

Beginning with wholesale water rates for fiscal year 2011-12, and continuing for the duration of the Interim 
Supply Limitation, the Commission will establish the Environmental Enhancement Surcharge concurrently with the 
budget-coordinated rate process set forth in the Agreement. The monetary amount of the Environmental 
Enhancement Sillcharge per volume of water, such as dollars per acre-foot, will be equivalent for Retail Customer 
use in excess of 81 MGD and Wholesale Customer use in excess of 184 MGD. 

Beginning in fiscal year 2011-12, the Environmental Enhancement Surcharge will be levied only if and 
when combined Retail Customer and Wholesale Customer purchases exceed the Interim Supply Limitation of 
265 MGD and if the fund described below has been established by the San Francisco Board of Supervisors. In that 
event, the Environmental Enhancement Surcharge will apply to Retail Customers for use in excess of 81 MGD and 
to individual Wholesale Customers for use in excess of their Interim Supply Allocations established by the 
Commission. 

1. Environmental Enhancement Surcharges related to the Retail Customers' use in excess of their 
81 MGD Retail Customer Allocation will be paid by the SFPUC, and no portion of such surcharges may be 
allocated to Wholesale Customers. The method bfrecovering the Environmental Enhancement Surcharges imposed 
upon Retail Customers shall be within the sole discretion of the SFPUC. 

2. Environmental Enhancement Surcharges related to the individual Wholesale Customers' use in 
excess of their respective Interim Supply Allocations will be paid to the SFPUC by individual Wholesale Customers. 
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Environmental Enhancement Surcharges paid by the SFPUC and by Wholesale Customers will be placed 
into a restricted reserve fund. The SFPUC will request the San Francisco Board of Supervisors to establish this fund 
by ordinance and, if adopted, the fund will be subject to the following restrictions: 

1. Interest earnings will stay in the reserve fund. 

2. The reserve fund shall (a) be subject to automatic appropriation; (b) require unexpended and 
unencumbered fund balances to be carried forward from year to year; and (c) not be transferred to the San Francisco 
General Fund. 

3. The reserve fund may be used only for specific environmental restoration and enhancement 
measures for the Sierra and local watersheds, such as those included in the Watershed Environmental Improvement 
Program. 

4. Environmental Enhancement Surcharge proceeds shall be expended in an expeditious manner. 
Any Environmental Enhancement Surcharge proceeds that remain in the reserve fund as of December 31, 2018 shall 
be used to complete projects previously approved. Upon completion of the identified projects, the balance of any 
unexpended sums in the reserve fund shall be distributed to BA WSCA and the SFPUC in proportion to the total 
amount of surcharges assessed to the Wholesale and Retail Customers, respectively. 

Specific uses of Environmental Enhancement Surcharges will be decided by the SFPUC and BA WSCA 
General Managers following input from environmental stakeholders and other interested members of the public. If 
parties are unable to agree, then they will jointly select a third person to participate in making the decision. 

San Jose/ Santa Clara Interim Supply Allocation and Process for Reduction/ Termination. 

San Francisco will supply a combined annual average of 9 MGD to the cities of San Jose and Santa Clara 
through 2018. Water supplied by San Francisco may only be used in the existing defined service areas in the 
northern portions of San Jose and Santa Clara. San Francisco may reduce the quantity of water specified in this 
section when it establishes the Interim Supply Allocations for Wholesale Customers. The establishment of Interim 
Supply Allocations for San Jose and Santa Clara shall not be considered a reduction of supply, provided that the 
Interim Supply Allocations assigned to San Jose and Santa Clara do not effect a reduction greater than the aggregate 
average reduction in Individual Supply Guarantees for Wholesale Customers that have such guarantees. 

San Francisco Decisions in 2018 Regarding Future Water Supply 

By December 31, 2018, San Francisco will have completed any necessary CEQA review that is relevant to 
making San Jose and Santa Clara permanent customers of the Regional Water System and will decide whether or 
not to make San Jose and Santa Clara permanent customers of the Regional Water System. San Francisco will make 
San Jose and Santa Clara permanent customers only if, and to the extent that, San Francisco determines that 
Regional Water System long term water supplies are available. In the event that San Francisco decides to afford 
permanent status to San Jose and Santa Clara, the Agreement will be amended. 

By December 31, 2018, San Francisco will have completed any necessary CEQA review and will decide 
how much water if any, in excess of the Supply Assurance it will supply to Wholesale Customers from the Regional 
Water System to meet their projected future water demands until the year 2030, and whether to offer a 
corresponding increase in the Supply Assurance as a result of its determination. 
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Retained Discretion of SFPUC and Wholesale Customers 

The Agreement contemplates discretionary actions that the SFPUC and the Wholesale Customers may 
choose to take in the future that could result in physical changes to the environment ("Discretionary Actions"). The 
Discretionary Actions include decisions to: 

1. Develop additional or alternate water resources by the SFPUC or one or more Wholesale 
Customers; 

2. Implement the physical facilities comprising the WSIP by December 31, 2015; 

3. Approve wheeling proposals by Wholesale Customers; 

4. Approve new wholesale customers and water exchange or cost sharing agreements with other 
water suppliers; 

5. Provide additional water to San Jose and/or Santa Clara; 

6. Offer permanent status to San Jose and/or Santa Clara; 

7. Reduce or terminate supply to San Jose and/or Santa Clara; 

8. Provide additional water to Wholesale Customers in excess of the Supply Assurance to meet their 
projected future water demands; and 

9. Offer a corresponding volumetric increase in the Supply Assurance. 

Wholesale Revenue Requirement 

The Agreement shall be applicable only to the water rates charged by San Francisco to the Wholesale 
Customers. Nothing contained in the Agreement shall limit, constrain, or iµ any way affect the rates which San 
Francisco may charge for water sold to.Retail Customers or the methodology by which such rates are determined. 

The Agreement sets forth the method by which the Wholesale Customers' collective share of expenses 
incurred by the SFPUC in delivering water to them will be determined. 

The Agreement implements tWo general principles as follows: (1) the Wholesale Customers should not pay 
for expenses of SFPUC operations from which they receive no benefit and (2) the Wholesale Customers should pay 
their share of expenses incurred by the SFPUC in delivering water to them on the basis of Proportional Annual Use 
unless otherwise explicitly provided in the Agreement. 

To implement these general principles, the Wholesale Revenue Requirement will consist of, and be limited 
to the Wholesale Customers' shares of the following categories of expense: · 

1. Contribution to the capital cost of Water Enterprise New Regional Assets. 

2. Water Enterprise operation and maintenance expenses, including power purchased from the Retch 
Retchy Enterprise that is used in the operation of the Water Enterprise. 

3. Water Enterprise administrative and general expenses. 

4. Water Enterprise property taxes. 

5. The Water Enterprise's share of the Retch Retchy Enterprise's operation and maintenance, 
administrative and general, and property tax expenses. 

B-13 
OHSUSA:765313558.9 



6. The Water Enterprise's share of the Retch Hetchy Enterprise's capital cost of New Assets 
classified as Water-Only and the Water-Related portion of Joint Assets. 

In each of these cost categories, Direct Retail Expenses will be allocated entirely to Retail Customers. 
Direct Wholesale Expenses will be allocated entirely to the Wholesale Customers. Regional Expenses will be 
allocated between Retail Customers and Wholesale Customers. 

For purposes of establishing the rates to be charged Wholesale Customers, expenses will be based on the 
budget for, and estimates of water purchases in, the following fiscal year. For purposes of accounting, the 
Wholesale Revenue Requirement will be determined on the basis of actual expenses incurred and actual water use. 

In addition, rates charged to Wholesale Customers may include the Wholesale Customers' contribution to a 
Wholesale Revenue Coverage Reserve, which is not included in the Wholesale Revenue Requirement itself. 

Capital Cost Contribution - New Regional Assets 

The Wholesale Customers shall pay the wholesale share of Net Annual Debt Service for new Regional 
Assets. 

1. The amount of Net Annual Debt Service for New Regional Assets will be determined for each 
series of Indebtedness issued. Until the proceeds of a particular series are Substantially Expended, the amount 
attributable to specific projects will be based on the expected use of proceeds shown in the "Certificate Regarding 
Use of Proceeds" executed by the SFPUC General Manager on behalf of the Commission in connection with the 
sale of the Indebtedness. 

2. After the proceeds of a series are Substantially Expended, the SFPUC General Manager will 
prepare and execute a certificate showing the actual expenditure of proceeds at an allocation of Net Debt Service to 
New Regional Assets for a series of bonds will be used in the fiscal year in which the proceeds have been 
Substantially Expended and thereafter. 

3. The Wholesale Customers' share of Net Annual Debt Service for the New Regional Assets that 
are categorized as Direct Wholesale will be 100 percent. (None of the projects in the WSIP are categorized as 
Direct Wholesale.) The Wholesale Customers' share of Net Annual Debt Service for all other New Regional Assets 
will be determined each year and will be equal to the Wholesale Customers' Proportional Annual Use. 

4. If Indebtedness is issued by the SFPUC to refund the 2006 Revenue Bonds, Series A or to refund· 
any other long-term Indebtedness issued after July 1, 2009, the Net Annual Debt Service attributable to proceeds 
used for refunding will be allocated on the same basis as the Indebtedness being refunded. 

5. In addition to Net Debt Service, Wholesale Customers will pay a proportionate share of annual 
administrative costs associated with Indebtedness, such as bond trustee fees, credit rating agency fees, letter of credit 
issuer fees, San Francisco Revenue Bond Oversight Committee fees, etc., but only to the extent such fees are neither 
paid from proceeds of Indebtedness nor included in SFPUC operation and maintena11ce or administrative and 
general expenses. 

The Wholesale Customers shall pay the wholesale share of the appropriation contained in the SFPUC 
annual budget for each year to be used to acquire or construct New Regional Assets. 

The Wholesale Customers' share of the annual appropriation for revenue-funded New Regional Assets that 
are categorized as Direct Wholesale will be 100 percent. The Wholesale Customers' share of the annual 
appropriation for all other revenue-funded New Regional Assets will be determined each year and will be equal to 
the Wholesale Customers' Proportional Annual Use in each fiscal year. The amount appropriated in each fiscal year 
for the wholesale share of New Regional Assets shall be contributed to the Wholesale Capital Fund. 
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· Hetch Hetchy Enterprise Expenses 

There are two steps involved in determining the amount of the Wholesale Customers' share of Hetch 
Hetchy Enterprise expenses. 

1. The first step is to determine the Water Enterprise's share of Hetch Hetchy Enterprise operation 
expenses, maintenance expenses, administrative and general expenses, and property taxes. 

2. The second step· is to determine the Wholesale Customers' share of expenses allocable to the 
Water Enterprise. · 

The Water Enterprise's share of Hetch Hetchy Enterprise expenses consist of 100 percent of Water-Only 
expenses and the Water-Related portion ( 45%) of Joint expenses . 

. The Wholesale Customers' share of the sum of the Water Enterptise's share of Hetch Hetchy Enterprise 
expenses shall be calculated by multiplying that dollar amount by Adjusted Proportional Annual Use. 

Wholesale Customers are also allocated a share of Hetch Hetchy Enterprise capital costs. The components 
ofHetch Hetchy Enterprise capital costs are as follows: 

1. The Water Enterprise will be assigned 100 percent of Net Annual Debt Service attributable to 
acquisition and construction of New Hetch Hetchy Enterprise assets that are Water-Only and the Water-Related 
portion ( 45 percent) of Net Annual Debt Service on New Hetch Hetchy Enterprise Joint assets. 

2. The Water Enterprise will be.assigned 100 percent of capital expenditures from revenues for New 
Hetch Hetchy Enterprise assets that are Water-Only and the Water-Related portion (45 percent) of such expenditures 
for new Hetch Hetchy Enterprise Joint assets .. 

The Wholesale Customers' share of the Net Annual Debt Service and revenue funded capital expenditures 
shall be calculated by multiplying that dollar amount by Adjusted Proportional Annual Use. 

Additional Agreements Related to Financial Issues 

The Wholesale Customers have no entitlement to any of the following sources ofrevenue to the SFPUC. 

1.. Revenues from leases or sales ofSFPUC real property. 

2. Revenues from other utility services such as the sale of electric power, natural gas and steam. 

3. Revenues from the sale of water to customers and entities other than the Wholesale Customers. 

4. Revenues earned from the investment of SFPUC funds other than funds contributed by the · 
Wholesale Customers to the Wholesale Revenue Coverage Reserve or the Wholesale Capital Fund. Wholesale 
Customers are also entitled to the benefit of earnings on proceeds of Indebtedness (through expenditure on :New 
Regional Assets and /or application to Debt Service) and to interest on the Balancing Account. 

5. ·Revenues not related to the sale of water. 

The Wholesale Customers will not be charged with any of the following expenses: 

1. Capital costs for assets constructed or acquired prior to July 1, 1984. 

2. Expenses incurred by the SFPUC for generation and distribution of electric power, including 
Hetch Hetchy Enterprise Power-Only expenses and the Power-Related share of Hetch Hetchy Enterprise Joint 
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expenses. An exception to this is Regional energy costs incurred by the Water Enterprise, for which Wholesale 
Customers are charged on the basis of Proportional Annual Use. 

3. Expenses incurred by SFPUC in providing water to Retail Customers. 

4. Expenses associated with the SFPUC's accruals or allocations for uncollectible Retail Water 
accounts. 

5. Attorneys' fees and costs incurred by the Wholesale Customers that a court of competent 
jurisdiction orders San Francisco to pay as part ofa final, bindingjudgment against San Francisco. 

6. Any expenses associated with funding any reserves (other than the required Wholesale Revenue 
Coverage Reserve) accrued and not anticipated to be paid within one year unless such reserve is established by 
mutual agreement of the SFPUC and BA WSCA. 

7. Any expenses accrued in respect to pending or threatened litigation, damage or personal injury 
claims or other loss contingencies unless projected to be paid within one year. Otherwise, such expenses will be 
charged to the Wholesale Customers when actually paid. 

8. Any expenses associated with installing, relocating, enlarging, removing or modifying meters and 
service connections at the request of an individual Wholesale Customer. 

9. The Retail Customers' portion of any Environmental Enhancement Surcharges imposed to enforce 
the Interim Supply Limitation. 

The following payments by Wholesale Customers, individually or collectively, are not credited as 
Wholesale revenues. 

1. Payments by individual Wholesale Customers of the Environmental Enhancement Surcharge 
imposed to enforce the Interim Supply Limitation. 

2. Payments of attorneys' fees and costs incurred by San Francisco that a court of competent 
jurisdiction orders the Wholesale Customers to pay as part of a final, binding judgment against the Wholesale 
Customers. 

3. Payments by individual Wholesale Customers for installation, relocation, enlargement, removal or 
modification of meters and service connections requested by, and charged to, a Wholesale Customer. 

4. Payments applied to the amortization of the ending balance in the balancing account under the 
1984 Agreement. 

5. Payments of the Water Management Charge which are delivered to BA WSCA. 

6. Payments directed to the Wholesale Revenue Coverage Reserve. 

7. Prepayments of certain capital and revenues payment. 

The Wholesale Customers will receive a proportional benefit from funds received by the SFPUC from 
(a) governmental grants, rebates, reimbursements or other subventions, (b) private-sector grants for Regional capital 
or operating purposes of the Water Enterprise and the Water-Only and Water-related portion of Joint Retch Hetchy 
Water Enterprise expenses, or (c) a SFPUC use of taxable bonds. 

The Wholesale Customers will receive a proportionate benefit from recovery of damages, including 
liquidated damages, by SFPUC from judgments against or settlements with contractors, suppliers, sureties, etc., 
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related to Regional Water System projects and the Water-Only and Water-Related portion of Joint Retch Hetchy 
Enterprise projects. 

The SFPUC will continue to charge Wholesale Customers for assets acquired or constructed with proceeds 
oflndebtedness on which Wholesale Customers paid Debt Service during the Term of the Agreement on the "cash" 
basis (as opposed to the "utility" basis) after the expiration or earlier termination of the Agreement. 

Rate Adjustments 

Adjustments to the rates applicable to the Wholesale Customers, other than emergency rate increases and 
drought rate increases, shall be coordinated with the budget development process described in the Agreement. 

The Commission may adjust the Wholesale Customers' rates in response to an Emergency that damages the 
Regional Water System and disrupts San Francisco's ability to maintain normal deliveries of water to Retail and 
Wholesale Customers. In such an Emergency, the Commission may adopt an emergency rate surcharge applicable 
to Wholesale Customers without following the budgeting procedures set forth in the Agreement, provided that any 
such rates surcharge imposed by the Commission shall be applicable to both Retail and Wholesale Customers and 
incorporate the same percentage increase for all customers. Any emergency rate surcharge adopted by the 
Commission shall remai~ in effect only until the next-budget coordinated rate-setting cycie. 

If the Commission declares a water shortage emergency under Water Code Section 350, implements the 
Tier 1 Shortage Plan and imposes drought rates on Retail Customers, it may concurrently adjust wholesale rates 
independently of coordination with the annual budget process.. Those adjustments may be designed to encourage 
water conservation and may constitute changes to the structure of the rates. Drought Rate payments and payments 
of excess use charges levied in accordance with the Tier 1 Shortage Plan constitute Wholesale Customer Revenue 
and count towards the Wholesale Revenue Requirement. The SFPUC may use these revenues to purchase additional 
water for the Wholesale Customers from the State Drought Water Bank or other willing seller. 

Rate Structure 

The Agreement is not intended and shall not be construed to limit the Commission's right (a) t6 adjust the 
structure of the rate schedule applicable to the Wholesale Customers (i.e., the relationship among the several charges 
set out therein) or (b) to add, delete, or change the various charges which make up the rate schedule, provided that 
neither such charges nor the structure of the rate schedule(s) applicable to the Wholesale Customers shall be 
arbitrary, unreasonable, or unjustly discriminatory as among said. customers .. The SFPUC will give careful 
consideration to proposals for changes in the rate schedule made jointly by the Wholesale Customers but, subject to 
the limitations set out above, shall retain the sole and exclusive right to determine the structure of the rate schedule. 

The SFPUC may recommend, and the Commission may adopt, changes in the structure of wholesale rates 
at any time. However, the new rate schedule implementing these changes will become effective at the beginning of 
the following fiscal year. · 

Balancing Account 

After the close of each fiscal year, the SFPUC will compute the costs allocable to the Wholesale Customers 
for that fiscal year based on actual costs incurred by the SFPUC and actual amounts ·of water used by the Wholesale 
Customers and the Retail Customers. That amount will be compared to the amounts billed to the Wholesale 
Customers for that fiscal year (including any Excess Use Charges; but excluding revenues not credited to the 
Wholesale Revenue Requirement). The difference will be posted to a "balancing account" as a credit to, or charge 
against, the Wholesale Customers. Interest shall also be posted to the balancing account calculated by multiplying 
the amount of the opening balance by the average net interest rate, certified by the Controller as earned in the San 
Francisco Treasury for the previous fiscal year on the San Francisco County Pooled Investment Account. Interest, 
when posted, will carry the same mathematical sign (whether positive or negative) as carried by the opening 
balance. The amount posted to the balancing account in each year shall be added to, or subtracted from, the balance 
in the account from previous years. 
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If the amount in the balancing account is owed to the Wholesale Customers (a positive balance), the 
SFPUC shall take it into consideration in establishing wholesale rates. However, the SFPUC need not apply the 
entire amount to. reduce wholesale rates for the immediately ensuing year. Instead, the SFPUC may prorate a 
positive ending balance over a period of up to three successive years in order to avoid fluctuating decreases and 
increases in wholesale rates. 

If the amount in the balancing account is owed to the SFPUC (a negative balance), the SFPUC shall not be 
obligated to apply all or any part of the negative balance in establishing wholesale rates for the immediately 
ensuring year. Instead, the SFPUC may prorate the negative balance in whole or in part over multiple years in order 

. to avoid fluctuating increases and decreases in wholesale rates. As of June 30, 2016, the amount of the credit due to 
the Wholesale Customers for the balancing account was estimated to be $21,538,827. 

Wholesale Revenue Coverage Reserve 

The SFPUC may include in wholesale rates for any fiscal year an additional dollar amount ("Wholesale 
Revenue Coverage"), which for any fiscal year shall equal the following: 

1. . The lesser of (i) 25% of the Wholesale Customers' share of Net Annual Debt Service for that 
fiscal year, or (ii) the amount necessary to meet the Wholesale Customers' proportionate share of Debt Service 
coverage required by then-current Indebtedness for that fiscal year, minus . 

2. A credit for (i) the actual amount previously deposited in the "Wholesale Revenue Coverage 
Reserve," (ii) accrued interest on the amounts on deposit in the Wholesale Revenue Coverage Reserve, and (iii) an 
amount equal to any additional interest that would have accrued on the actual amounts previously deposited in the 
Wholesale·Revenue Coverage Reserve assuming no withdrawals had been made therefrom. · 

During each fiscal year, the SFPUC will set aside and deposit that portion of revenue equal to Wholesale 
Revenue Coverage into a separate account that the SFPUC will establish and maintain, to be known as the 
"Wholesale Revenue Coverage Reserve." Deposits into the Wholesale Revenue Coverage Reserve shall be made no 
less frequently than monthly. The Wholesale Revenue Coverage Reserve shall be credited with interest. The 
SFPUC may use amounts in the Wholesale Revenue Coverage Reserve for any lawful purpose. Any balance in the 
Wholesale Revenue Coverage Reserve in excess of the Wholesale Revenue Coverage amount as of the end of any 
fiscal year shall be applied as a credit against wholesale rates in the immediately following fiscal year unless 
otherwise directed by BA WSCA. 

Conditions in the municipal bond market may change from those prevailing in 2009. If, prior to expiration 
of the Term, the SFPUC determines that it would be in the best financial interest of both Retail Customers and 
Wholesale Customers of the Regional Water System for the Debt Service coverage requirement to be increased in 
one or more series of proposed new Indebtedness above 1.25%, or for the coverage covenant to be strengthened in 
other ways, it will provide a written report to BA WSCA. The report will contain (1) a description of proposed 
covenant(s) in the bond indenture; (2) an explanation of how savings are expected to be achieved (e.g., increase in 
the SFPUC's credit rating over the then-current level; ability to obtain credit enhancement, etc.); (3) the estimated 
all-in true interest cost savings; (4) a comparison of the Wholesale Revenue Requirements using the Debt Service 
coverage limitation and under the proposed methodology; and (5) a comparison of the respective monetary benefits 
expected to be received by both Retail and Wholesale Customers. The SFPUC and BA WSCA agree to meet and 
confer in good faith about the proposed changes. 

Any increase in Debt Service coverage proposed by the Sf PUC shall be commensurate with Proportional 
Water Use by Retail and Wholesale Customers. If the SFPUC demonstrates that an increase in Debt Service 
coverage will result in equivalent percentage reductions in total Wholesale and Retail Debt Service payments over 
the life of the proposed new Indebtedness, based on Proportional Water Use, BAWSCA may agree to a modification 
of the Wholesale Revenue Coverage requirement. If BA WSCA does not agree to a proposed modification in 
coverage requirements in the covenants for new Indebtedness, SFPUC may nevertheless proceed with the 
modification and the issuance of new Indebtedness. Any Wholesale Customer, or BA WSCA, may challenge an 
increase in the Wholesale Revenue Requirement resulting from the modification in Debt Service coverage through 
arbitration. If the arbitrator finds that the increase in Debt Service coverage (1) did not and will not result in 
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equivalent percentage reductions in total Wholesale and Retail Debt Service payments over the life of the proposed 
new Indebtedness, based on Proportional Water Use, or (2) was not commensurate with Proportional Water Use, the 
arbitrator may order the Wholesale Revenue Requirement to be recalculated both retrospectively and prospectively 
to eliminate the differential impact to Wholesale or Retail Customers. 

Working Capital Requirement 

The SFPUC maintains working capital in the form of unappropriated reserves for the purpose of bridging 
the gap between when the SFPUC incurs operating expenses required to provide service and when it receives 
revenues from its Retail and Wholesale Customers. The Wholesale Customers shall fund their share of working 
capital as part of the annual Wholesale Revenue Requirement calculation. The amount of wholesale working capital 
for which the Wholesale Customers will be responsible will be determined using the 60-day standard formula 
approach. 

Applying this approach, annual wholesale working capital equals one-sixth of the wholesale allocation of 
operation and maintenance, administrative and general, and property tax expenses for the Water and Retch Retchy 
Enterpris~s. Wholesale working capital shall be calculated separately for the Water and Retch Retchy Enterprises. 

Wholesale Capital Fund 

The SFPUC shall establish a comparable Wholesale Revenue-Funded Capital Fund (Wholesale Capital 
Fund) to enable the Wholesale Customers to fund the wholesale share of revenue-funded New Regional Assets. The 
SFPUC may include in wholesale rates for any fiscal year an amount equal to the wholesale share of the SFPUC's 
appropriation for revenue funded New Regional Assets for that year, which sum will be credited to the Wholesale 
Capital Fund. The wholesale share of other sources of funding, where legally permitted and appropriately accounted 
for under GAAP, will also be credited to the Wholesale Capital Fund, together with interest earnings on the 
Wholesale Capital Fund balance. 

The SFPUC will expend revenues appropriated and transferred to the Wholesale Capital Fund only on New 
Regional Assets. · 

In order to prevent the accumulation of an excessive unexpended and unencumbered surplus in the 
Wholesale Capital Fund; any excess fund balance (i.e., an. accumulated unexpended, unencumbered amount in 
excess of 10% of the wholesale share of total capital appropriations for New Regional Assets during the 
five preceding years) will be transferred for the credit of the Wholesale Customers to theBalancing Account. 

Arbitration and Judicial Review 

All questions or disputes arising under the following subject areas shall be subject to mandatory, binding 
arbitration and shall not be subject to judicial determination: 

1. the determination of the Wholesale Revenue Requirement, which shall include both the 
calculations used in the determination and the variables used in those calculations; 

2. the SFPUC's adherence to accounting practices and conduct of the compliance audit; and 

3. the SFPUC's classification of new assets for purposes of determining the Wholesale Revenue 
Requirement. 

All other questions or disputes arising under this Agreement shall be subject to judicial determination. 
Disputes about the scope of arbitrability shall be resolved by the courts. 
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Preservation of Water Rights; Notice of Water Rights Proceedings 

It is the intention of San Francisco to preserve all of its water rights, irrespective of whether the water held 
under such water rights is allocated under the Agreement. Nothing in the Agreement shall be construed as an 
abandonment, or evidence of an intent to abandon, any of the water rights that San Francisco presently possesses. 

Reservations of, and Limitations on, Claims 

The 1984 Agreement resolved a civil action brought against San Francisco by certain of the Wholesale 
Customers. Plaintiffs in that action contended that they, and other Wholesale Customers that are municipalities or 
special districts, were "co-grantees" within the meaning of Section 8 of the Act and were entitled to certain rights, 
benefits and privileges by virtue of that status. San Francisco disputed those claims. 

Nothing in the Agreement, or in the Individual Water Sales Contracts, shall be construed or interpreted in 
any way to affect the ultimate resolution of the controversy between the Parties concerning whether any of the 
Wholesale Customers are "co-grantees" under the Act and, if so, what rights, benefits and privileges accrue to them 
by reason of that claimed status. 

The following claims, which San Francisco disputes, are reserved but may not be asserted during the Term 
(or portions thereof, as indicated): 

1. The Wholesale Customers' claim that the Act entitles them to water at cost. 

2. The Wholesale Customers' claim that San Francisco is obligated under the Act or state law to 
supply them with additional water in excess of the Supply Assurance. This claim may not be asserted unless and 
until San Francisco decides not to meet projected water demands of Wholesale Customers in excess of the Supply 
Assurance. · 

3. The claim by San Jose and Santa Clara that they are entitled under the Act, or any other federal or 
state law, to permanent, non-interruptible status and to be charged rates identical to those charged other Wholesale 
Customers. This claim may not be asserted unless and until San Francisco notifies San Jose or Santa Clara that it 
intends to interrupt or terminate water deliveries. 

4. The Wholesale Customers' claim that the SFPUC is not entitled to impose a surcharge for lost 
power generation revenues attributable to furnishing water in excess of the Supply Assurance. This claim may not 
be asserted unless and until SFPUC furnishes water in excess of the Supply Assurance during the Term and also 
includes such a surcharge in the price of such water. 

5. Claims by Wholesale Customers (other than San Jose and Santa Clara, whose service areas are 
fixed) that SFPUC is obligated under the Act or state law to furnish water, within their Individual Supply Guarantee, 
for delivery to customers outside their existing service area and that Wholesale Customers are entitled to enlarge 
their service areas to supply those customers. Such claims may be asserted only after SFPUC's denial of, or failure 
for six months to act on, a written request by a Wholesale Customer to expand its service area. 

The Wholesale Customers (and the SFPUC, where specified) will refrain from the following activities 
during the Term (or portions thereof, as specified): 

1. The Wholesale Customers and the SFPUC will not c.ontend before any court, administrative 
agency or legislative body or committee that the methodology for determining the Wholesale Revenue Requirement 
(or the requirements for (a) amortization of the ending balance under the 1984 Agreement, or (b) contribution to the 
Wholesale Revenue Coverage) determined in accordance with the Agreement violates the Act or any other provision 
of federal law, state law, or San Francisco's City Charter, or is unfair, unreasonable or unlawful. 

2. The Wholesale Customers will not challenge the transfer of funds by the SFPUC to any other San 
Francisco City department or fund, provided such transfer complies with the San Francisco City Charter. The 
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transfer of its funds, whether or not permitted by the City Charter, will not excuse the SFPUC from its failure to 
perform any obligation imposed by the Agreement. 

3. The Wholesale Customers and the SFPUC will not assert monetary claims against one another 
based on the 1984 Agreement other than otherwise arbitral claims arising from the three fiscal years immediately 
preceding the start of the Term (i.e., Fiscal Years 2006-07, 2007-08 and 2008-09). 

The Wholesale Customers do not, by executing the Agreement, concede the legality of the SFPUC's 
establishing Interim Supply Allocations or imposing Environmental Enhancement Surcharges on water use in excess 
of such allocations. Any Wholesale Customer may challenge such allocation when imposed and/or such surcharges 
if and when levied, in any court of competent jurisdiction. 

The furnishing of water in excess of the Supply Assurance by San Francisco to the Wholesale Customers 
shall not be deemed or construed to be a waiver by San Francisco of its claim that it has no obligation under any 
provision of law to supply such water to the Wholesale Customers, nor shall it constitute a dedication by San 
Francisco to the Wholesale Customers of such water. 

Prohibition of Assignment 

The Agreement shall be binding on, and shall inure to the benefit of, the WhoJesale Customers and San 
Francisco, and their respective successors and permitted assigns. Each Wholesale Customer agrees that it will not 
transfer or assign any rights or privileges under the Agreement, either in whole or in part, or make any transfer of all 
or any part of its water system or allow the use thereof in any manner whereby any provision of the Agreement will 
not continue to be binding on it, its assignee or transferee, or such use of the system. Any assignment or transfer in 
violation of this covenant, and any assignment or transfer that would result in the supply of water in violation of the 
Act, shall be void. 

Nothing shall prevent any Wholesale Customer (except the California Water Service Company and 
Stanford) from entering into a joint powers agreement or a municipal or multi-party water district with any other 
Wholesale Customer (except the two listed above) to exercise the rights and obligations granted to and imposed 
upon the Wholesale Customers hereunder, nor shall this section prevent any Wholesale Customer (except the two 
listed above) from succeeding to the rights and obligations of another Wholesale Customer hereunder as long as the 
Wholesale Service Area served by the Wholesale Customers involved in the succession is not thereby enlarged. 
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APPENDIXC 

WATER SYSTEM IMPROVEMENT PROGRAM 

Program Development and Chronology 

The SFPUC began development of the Capital Improvement Program ("CIP") in the late 1990s through a 
series of studies, reports, and authorizations. The SFPUC initiated a water supply planning effort that culminated in 
the Water Supply M!lster Plan, issued ·in April 2000. Concurrent with the Water Supply Master Plan efforts, 
reliability studies of the water system facilities were conducted to assess their vulnerability to earthquakes, 
landslides, fire, flood, and power outages. · 

On May 28, 2002, the Commission approved the Long-Term Strategic Plan for Capital Improvements, the 
Long-Range Financial Plan and the Capital Improvement Program and Appendices (Resolution No. 02-0101). 
These reports establish the original framework of the SFPUC CIP. 

On November 5, 2002, San Francisco residents voted to approve Proposition A, a $1.628 billion revenue 
bond measure to fund the CIP and undertake the most extensive upgrade of the local and regional water delivery 
systems in the City's history. The original program contained a total of seventy-seven water infrastructure projects 
designed to replace or repair key facilities, improve the system's seismic robustness, enhance water quality, and 

. improve water supply reliability. 

On November 5, 2002 the voters also approved Proposition E, which authorizes the SFPUC, subject to the 
referendum process, to issue revenue bonds, notes and other forms of indebtedness when authorized by ordinance 
approved by a two-thirds vote of the Board o~ Supervisors, for the purpose of reconstructing, replacing, expanding, 
preparing or improving water facilities or wastewater facilities or combinations of water and wastewater facilities 
under the jurisdiction ofthe SFPUC. Board action to authorize or issue bonds under this provision is subject to 
certain additional conditions, requiring certification by an independent engineer and certification by the San 
Francisco Planning Department. Proposition E also established the Public Utilities Rate Fairness Board. 

In August 2003, the SFPUC submitted its first annual status report and update to the State on the 
implementation of the CIP as required by State Assembly Bill 1823, Wholesale Regional Water System Security and 
Reliability Act ("AB 1823"). The status report documented the changes made to the May 2002 version of the CIP. 
Pursuant to the reporting requirements of AB 1823, annual reports describing the progress made on the 
implementation of the program have been submitted to the State on or before September 1 of each year. 

In October 2004, the SFPUC General Manager ordered a thorough review of the CIP with a focus on 
ensuring system-wide integration of the projects within the program. This undertaking resulted in the development 
of program-specific goals and objectives, the refinement of project scopes and renaming of the CIP to the WSIP. 
The scope, schedule, and budget of the program were refined based on the newly adopted goals and objectives. 

In February 2005, the SFPUC published its refined program, entitled Water System Improvement Program 
Prepared for the Programmatic Environmental Impact Report, which documented the Levels of Services ("LOS") 
goals used to define the WSIP for the Program Environmental Impact Report (the "PEIR"). The February 2005 
program description presented water system improvements recommended to meet LOS goals for water quality, 
seismic and delivery reliability, and water supply. 

In August 2005, the SFPUC retained the services of Parsons Water & Infrastructure ("Parsons") with 
CH2M Hill as a major sub-consultant to provide program, project, and preconstruction management services on the 
WSIP. The consultant team's first assignment was to review the program for adequacy in meeting LOS goals; 
determine whether any additional projects were needed to fulfill the goals; and review individual project scopes, 
budgets, and schedule requirements. Parsons and CH2M Hill provided the results of their assessment and their 
recommendations in the Water Svstem Improvement Program Assessment Report ("Assessmenf'), published on 
October 21, 2005. The Assessment supported and confirmed that the overall program met the established LOS 
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goals, and the necessity and scope of individual projects in the WSIP. The Assessment also identified some specific 
recommendations for changes in the overall program and individual projects. 

In addition to this independent review, a Seismic Safety Task Force was convened to provide guidance on 
the seismic design requirements of the program. This group, comprised of five experts in the fields of structural and 
seismic engineering, was tasked to assess potential system vulnerabilities and propose seismic design criteria for 
WSIP projects. 

The revised program and the recommendations, upon which SFPUC management, staff, the Assessment 
Team, Bay Area Water Stewards and BAWSCA agreed, were adopted by the Commission on November 29, 2005. 
The revised program is described in the Water· System Improvement Program (SFPUC, January 2006). The refined 
scopes, schedules, and budgets documented in that report are considered the "Original or Baseline Scopes, 
Schedules and Budget" for the WSIP, and are referred to as the "December 2005 Approved Scopes, Schedules and 
Budget." · 

On January 19, 2006, pursuant to the reporting requirements of AB 1823, the SFPUC submitted a change 
notice report, ABl823: Notice of Changes to Water System Improvement Program ("Change Notice") (SFPUC. 
January 2006), to the State, along with the January 2006 program description document. This Change Notice 
described in detail changes between the program adopted in November 2005 and the previously adopted program in 
May 2002, including development of the LOS goals and subsequent project descriptions. The report was amended 
to respond to questions from the California Seismic Safety Commission and resubmitted to the State on March 8, 
2006. . 

As projects developed during 2006 and 2007, more information became available about project design 
details, environmental compliance and permitting needs, right-of-way challenges, and facility shutdown and 
construction sequencing requirements. In 2007, the WSIP Management Team (the "WSIP Team") initiated a 
number of initiatives to assess various conditions and aspects of the WSIP that may impact the SFPUC's ability to 
deliver the program as planned. These comprehensive programmatic efforts, which included a WSIP Risk 
Assessment and a WSIP Re-alignment Initiative, resulted in the formulation of a comprehensive risk management 
strategy and the identification of project scope, schedule ·and budget adjustments necessary to best deliver the 
program while continuing to meet all underlying WSIP LOS goals. 

On July 28, 2009, in compliance with AB 1823 and AB 2437, the Commission adopted the June 2009 
Revised WSIP, which established new approved scopes, schedules and budgets for the program. This is referred to 
herein as the "June 2009 Approved Scopes, Schedules and Budget." The variance between these two budgets is 
summarized in the "Program Budget" section of this document. This report described in detail the schedule and 
major scope changes made to the previously adopted program (i.e., program approved by the Commission on 
February 20, 2008 and described in the AB· 1823 Change Notice report dated March 31, 2008). The September 1, 
2009 Change Notice Report included the latest regional project schedules (June 2009 Approved Schedules) and 
regional project descriptions (June 2009 Approved Scopes) approved for the WSIP. 

On July 12, 2011, in compliance with AB 1823 and AB 2437, the Commission adopted the June 2011 
Revised WSIP, which established scope, schedule and budget revisions for the program. This is referred to herein as 
the "June 2011 Approved Scopes, Schedules and Budget." The September 1, 2011 Change Notice Report included 
the latest regional project schedules and regional project descriptions (June 2011 Approved Scopes) approved for the 
WSIP. 

On June 12, 2012, the Commission adopted budget and schedule changes for three individual WSIP 
projects: Irvington Tunnels 1 and 2, Bay Division Pipeline (BDPL) Reliability Upgrade - Pipeline, and l>ulgas 
Balancing - Modification of the Existing Dechloramination Facility. A Change Notice Report documenting these 
project-specific revisions was submitted to the State on July 12, 2012. 

On October 9, 2012, the Commission approved budget changes for four individual WSIP projects: 
San Joaquin Pipeline (SJPL) System, Tesla Treatment Facility, Vegetation Restoration of WSIP Constru9tion Sites 

· and Program Management. 
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On January 22, 2013, the Commission approved budget and schedule changes for one individual project: 
Calaveras Dam Replacement. A Change Notice Report documenting these project-specific revisions was submitted 
to the State on February 20, 2013. 

On April 23, 2013, in compliance with AB 1823, the Commission adopted the March 2013 Revised WSIP, 
which established scope, schedule and budget revisions for the program. 

On April 22, 2014, in compliance with AB 1823, the Commission adopted the March 2014 Revised WSIP, 
which established scope, schedule and budget revisions for the program. 

On December 8, 2015, in compliance with AB 1823, the Commission adopted schedule revisions to six 
· individual projects. 

On April 26, 2016, in compliance with AB 1823, the Commission adopted the March 2016 Revised WSIP 
which established scope, schedule and budget revisions to the program. 

On June 30, 2016, the SFPUC submitted its latest AB 1823: Notice of Changes to Water System 
Improvement Program Report to the State. This report describes in detail the schedule and scope changes made to 
the previously adopted program (i.e., program approved by the Commission on April 26, 2016). The June 30, 2016 
Change Notice Report includes the latest regional project schedules (March 2016 Approved Schedules) and regional 
project descriptions (March 2016 Approved Scopes) approved for the WSIP. Although AB 1823 does not require 
the reporting of budget changes, the SFPUC elected to include updated budget figures in the Notice of Changes 
Report submitted to the State. 

The March 2016 Revised WSIP enacted a limited number of changes from the March 2014 WSIP, which 
include modification of the scope of four projects: (Alameda Creek Recapture Project; Calaveras Dam Replacement 
Project; Bioregional Habitat Restoration; and Watershed Environmental Improvement Program), and the extension 
of the overall program completion date from May 2019 to December 2019, excluding approximately $281 million of 
local water supply projects funded from WSIP funds but no longer included in WSIP, which have anticipated 
completion dates after December 2019. In addition, a WSIP Closeout Project was added to each of the following 
regions: San Joaquin, Sunol Valley, Bay Division and Peninsula. The overall program cost forecast was revised 
from $4.765 billion to $4.845 billion. 

Program Objectives 

The WSIP is based on two fundamental principles - a clean, unfiltered water source and a gravity-driven 
system. Projects within the WSIP are developed based on these principles as well as key policies of the SFPUC, 
including sustainability and environmental stewardship. 

The following program objectives were defined for the program: 

• Furnish system improvements to provide high quality water that reliably meets current and foreseeable 
local, State, and federal requirements. 

• Reduce vulnerability of the water system to damage from earthquakes. 

• Increase reliability of the system to deliver water by improving redundancy needed to accommodate 
planned outages for maintenance and unplanned outages resulting from facility failure. 

• Provide near-term improvement of water supply/drought protection. 

• Set forth long-term water supply/drought management options for technical evaluation, cost analysis, 
and environmental review. 
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• Enhance sustainability through improvements that optimize protection of the natural and human 
environment. 

• Provide improvements resulting in a cost-effective fully operational water system. 

Levels of Service Goals 

In order to address the program objectives and consequently derive design criteria and develop project 
specific scopes for the program, the SFPUC provided direction on Levels of Service ("LOS") goals and objectives 
for water quality, seismic reliability, delivery reliability, and water supply, listed in order of priority. These LOS 
goals and objectives were developed to provide a quantifiable means of setting project-specific design criteria and 
project scopes for addressing the program ·objectives. The LOS goals and objectives for the program are 
summarized below: 

L Water Quality (maintain high water quality) 

• Design improvements to meet current and foreseeable future federal and State water quality 
requirements. 

• Provide clean, urifiltered water originating from Retch Hetchy Reservoir and filtered water from local 
watersheds. 

• Continue to implement watershed protection measures. 

IL Seismic Reliability (reduce vulnerability to earthquakes) 

• Design improvements to meet current seismic standards. 

• Deliver basic service to the three regions in the service area (East/South Bay, Peninsula, and San 
Francisco) within 24 hours after a major earthquake. Basic service is defined as average winter-month 
usage, and the performance objective for design of the Regional Water System is 229 mgd. The 
performance objective is to provide delivery to at least 70 percent of the turnouts. in each region, with 
104, 44, and 81 mgd delivered to the East/South Bay, Peninsula, and San Francisco, respectively. 

• Restore facilities to meet average-day demand of up to 300 mgd within thirty (30) days after a major 
earthquake. 

Ill Delivery Reliability (increase .delivery reliability and improve ability to maintain the system) 

• Provide operational flexibility to allow planned maintenance shutdown of individual facilities without 
interrupting customer service. 

• Provide operational flexibility to minimize the risk of seniice interruption due to unplanned facility 
upsets or outages. 

• Provide operational flexibility and system capacity to replenish local reservoirs as needed. 

• Meet the estimated average annual demand of up to 300 mgd under the conditions of one planned 
shutdown of a major facility for maintenance concurrent with one unplanned facility outage due to a 
natural disaster, emergency or facility failure/upset. 

· C-4 
OHSUSA:765313558.9 



IV. Water Supply (meet customer water needs in non-drought and drought periods) 

• Meet average annual water demand of 265 mgd from the SFPUC watersheds for retail and wholesale 
customers during non-drought years for system demands through 2018. 

• Meet dry-year delivery needs through 2018 while limiting rationing to a maximum 20 percent 
system-wide reduction in water service during extended droughts. 

• Diversify water supply options during non-drought and drought periods. 

• Improve use of new water sources and drought .management, including groundwater, recycled water, 
conservation and transfers. 

V. Sustainability (enhance sustainability in all system activities) 

• Manage natural resources and physical systems to protect watershed ecosystems. 

• Meet, at a minimum, all current and anticipated legal requirements for protection of fish and wildlife 
habitat. 

• Manage natural resources and physical systems to protect public health and safety. 

VI. Cost-effectiveness (achieve a cost-effective, fully operational system) 

• Ensure cost-effective use of funds. 

• Maintain gravity-driven system. 

• Implement regular inspection and maintenance program for all facilities. 

The first four goals, Water Quality, Seismic Reliability, Delivery Reliability, and Water Supply are used to 
determine project design criteria. The last two goals, Sustainability and Cost-Effectiveness, are overarching 
program goals that are not applied to specific criteria at the project level and thus are only infrequently described in 
project and program documents. 

Management Approach 

The implementation of the WSIP is led by SFPUC staff in the Infrastructure Division of the SFPUC. The 
delivery of the program is ultimately the responsibility of the SFPUC General Manager and the SFPUC Assistant 
General Manager - Infrastructure. Day to day management responsibility is under the direction of the WSIP 
Director, who reports to the SFPUC Assistant General Manager - Infrastructure. 

Consultants, however, play a key role in the implementation of the program. Consultants support the WSIP 
Team on a number of .programmatic functions such as strategic program development, risk assessment and 
mitigation,· program controls, various independent technical reviews, construction planning and management, 
supplier quality surveillance and labor and community relations. The services of consultants are also used on an 
as-needed or project-specific basis to assist SFPUC staff with functions such as engineering design, environmental 
review, right-of-way engineering and surveying, and construction management. 

The WSIP is divided into two major phases - pre-construction and construction. The Pre-Construction 
Deputy Director is responsible for overseeing the program through the bid and award phase, which includes all 
planning, design, environmental review, right-of-way and bidding activities. The Construction Deputy Director is 
responsible for the program during the construction phase, project close-out phase and for some activities during the 
design and bid and award phases (e.g., constructability reviews and preparation of contract specifications). 
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The implementation of the program is managed at three different levels - program, regional and project 
levels. Specific decision-making authorities are designated for each level. At the program level, the Program 
Director manages and directs all aspects of the implementation and delivery of the WSIP, including strategic 
direction of the program, policy, systems and procedures to support execution. At the regional level, Regional 
Project Managers manage the delivery of all projects assigned to a region during all project phases. At the project 
level, the Project Manager oversees the delivery of a project through all phases up to the bid and award phase and 
the Project Construction Manager oversees delivery during the construction and close-out phases. 

The management approach during construction is thoroughly documented in the WSIP Construction 
Management Plan. The latest version of the Construction Management Plan and the Safety Approach associated 
with the plan, as well as other important information on the WSIP Construction Management ("CM") Program is 
available on the SFPUC Website. 

Program Scope 

The WSIP presently includes a total of 87 projects (excluding five Water Supply Projects), which vary in 
size from a few million dollars to over $800 million. The projects are divided into two sub-programs - Local and 
Regional. 

The Local Program includes 35 projects (excluding 5 Water Supply Projects) that are located within the 
city limits of San Francisco and only benefit city residents. (As of July 1, 2011, management and implementation of 
the Water Supply Projects were transferred from the WSIP Local Program to the Water Enterprise Capital 
Improvement Program.) These projects, which are typically smaller in size than the larger Regional Projects, 
include improvements to existing in-City distribution pipelines, storage reservoirs/tanks, . pump stations, and 
miscellaneous facilities. They are referred to as "Local Projects" and they are reported in Table C-1 below as part of 
the project category titled "San Francisco Local Projects." The cost of the Local Projects is absorbed in the retail 
rates of San Francisco customers. Under the WSIP, recycled water projects and some groundwater projects will be 
classified as Local Projects for rate setting purposes. See "FUTURE WATER DEMAND AND SUPPLY-Water 
Supply Initiatives." 

The Regional Program includes 52 projects that benefit both San Francisco residents and the 27 Wholesale 
Customers. These projects, which are typically much larger and located mostly outside San Francisco limits, are 
referred to as "Regional Projects." They include a wide variety of improvements such as upgrades to and the 
addition of new treatment, transmission (pipelines, tunnels, pump stations), and storage (dams and reservoirs) 
facilities spread over seven different counties (Tuolumne, Stanislaus, San Joaquin, Alameda, Santa Clara, San 
Mateo, and San Francisco). The cost of the Regional Projects is incorporated in the rates paid by both Retail 
Customers and Wholesale Customers. 

The Regional Program is further divided into the following categories of projects: 

San Joaquin Regional Projects. These projects are designed to improve water delivery reliability by 
augmenting three existing transmission pipelines that transmit the Retch Retchy water supply across the San Joaquin 
Valley, and enhance water quality by building the Tesla Disinfection Facility, a new advanced disinfection/treatment. 
facility for the SFPUC's largest source of supply. 

Sunol Valley Regional Projects. The projects within this region are designed to address delivery and 
seismic vulnerabilities associated with the delivery of Retch Retchy water through the Sunol Valley and water 
originating from the Alameda Watershed. Projects include the construction of a new Calaveras Dam, a fourth 
Alameda Siphon, two new Irvington Tunnels and other connecting large-diameter pipelines, as well as upgrades to 
the existing Sunol Valley Water Treatment Plant and San Antonio Pump Station. All of these facilities are within or 
in close proximity to the Calaveras Fault influence zone. 

Bay Division Regional Projects. The projects within this region address the seismic vulnerability of the 
four Bay Division Pipelines, which transmit the blend of Retch Retchy and Sunol Valley water. across the San 
Francisco Bay to the Peninsula and serve a large number of Wholesale Customers. The projects in this region 
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address the crossing of the Hayward Fault and system vulnerability associated with the close proximity of the San 
Andreas Fault; and add system redundancy and operational flexibility. 

Peninsula Regional Projects. The projects within this region are generally designed to address facility 
seismic vulnerabilities, and meet water quality and delivery goals for the Crystal Springs, San Andreas and 
Pilarcitos Reservoirs. Projects include the construction of a new Crystal Springs Bypass Tunnel and large-diameter 
pipelines, as well as upgrades to the existing Harry Tracy Water Treatment Plant, the Pulgas Balancing Reservoir, 
and the Lower Crystal Springs Dam. All these facilities are located within the San Andreas Fault influence zone. 

San Francisco Regional Projects. The projects within this region include the seismic retrofit of the Sunset 
and University Mound Terminal Reservoirs, and a groundwater storage and recovery project. The two reservoir 
projects are located within the City but can be used to supply water back to the Northern Peninsula, which can 
benefit the Wholesale Customers. The groundwater project includes improvements in both San Mateo and San 
Francisco-counties. 

Support Projects (formally System Wide Region). In July 2011, the System Wide Region was re-named as 
Support Projects. These projects include (1) system security upgrades, which involves the development and 
integration of security components at critical water system facilities, (2) the PEIR, which was prepared in 
compliance with CEQA to identify and analyze potential programmatic environmental impacts of the proposed 
system improvements, (3) the Watershed Environmental Improvement Program, which consists of conservation 
easements and/or fee title purchase of property from willing landowners to permanently protect Alameda Creek 
Watershed lands, (4) the Bioregional Habitat Restoration project (formerly Habitat Reserve Program), which is 
intended to provide a coordinated and consolidated approach to compensate for habitat impacts that would result 
from the implementation of the WSIP projects in the San Joaquin, Sunol Valley, Bay Division and Peninsula 
Regions of the Regional Water System, (5) Vegetation Restoration ofWSIP Construction Sites, which was added to 
the Program in March 2014 to provide maintenance, monitoring and reporting of onsite habitat restoration installed 
at the various WSIP construction sites, and (6) Regional Program management. 

The latest program scope, the March 2016 scope, was approved by the Commission on April 26, 2016, and 
is documented in the AB 1823: Notice· of Changes to Water System Improvement Program Report submitted to the 
State on June 30, 2016. 

2005, 2007, 2009, 2011, 2013, 2014 and 2016 WSIP Program Schedules and Budgets 

.The project schedules and budgets first developed when an infrastructure program is created are based on 
the limited information available at the time. Costs and schedule contingencies are typically added to account for 
the various levels of certainty and unforeseen circumstances. As projects become better defined through the 
planning, environmental and design phases, new information becomes available that allows for refinement of project 
schedules and budgets. It is therefore typical for large infrastructure programs like the WSIP to adopt revised 
schedules and budgets as part of program implementation. 

In the case of the WSIP, major schedule and cost revisions were approved by the Commission in the 
December 2005 Approved Scopes, Schedules and Budget; the December 2007 Approved Scopes, Schedules and 
Budget; the June 2009 Approved Scopes, Schedules and Budget, the June 2011 Approved Scopes, Schedules and 
Budget; the March 2013 Approved Scopes, Schedules and Budget; the March 2014 Approved Scopes, Schedules, 
and Budget; and the March 2016 Approved Scopes, Schedules and Budget. The SFPUC also updates projections of 
each WSiP's project's completion date and cost at completion on a monthly basis. These projections are published 
every three months in the WSIP Quarterly Reports, available on the SFPUC Website. 

Program Schedule. The last revision to program schedule and budget was approved in April 2016. The 
overall program completion date adopted as a part of the March 2016 Revised WSIP is December 2019, which 
represents a 7-month extension to the last schedule approved by the Commission as part of the March 2014 
Program. All but six projects (Calaveras Dam Replacement, Alameda Creek Recapture, Regional Groundwater 
Storage and Recovery, Long-Term Mitigation Endowment, Bioregional Habitat Restoration, and Watershed 
Environmental Improvement Program) will be completed by the end of 2016. In addition, four projects (WSIP 
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Closeout Projects) have been added to address various issues that need to be addressed in order to fully meet LOS 
goals in each of the San Joaquin, Sunol Valley, Bay Division and Peninsula regions. 

2016 Program Budget, Budget Comparisons and Spending Summary. The following table summarizes 
the Approved Budgets for the December 2005 WSIP, the December 2007 Revised WSIP, the June 2009 Revised 
WSIP, the July 2011 Revised WSIP; the March 2013 Revised WSIP; the March 2014 Revised WSIP; and the March 
2016 Revised WSIP, all of which were approved by the Commission. 

TABLE C-1 
2016 WSIP BUDGET AND PROJECTED COSTS 

(IN MILLIONS) 

Dec-05 
Approved 

Project Category Budget (I) 

San Joaquin 
Regional Projects $559.3 

Sunol Valley 
Regional Projects 870.9 

Bay Division 
Regional Projects 749.7 

Peninsula Regional 
Projects 700.5 

San Francisco 
Regional Projects 164.9 

San Francisco 
Local Projects 383.2 

Water Supply 
Projects<4l 280.6 

Support Projects 81.4 

Program Reserve 0 

Net Financing <5l 552.4 

Program Totalt $4,342.3 

Dec-07 
Approved 
Budget <2l 

$486.2 

957.8 

796.2 

712.4 

138.2 

383.2 

265 

190.8 

0 

462.4 

$4,392.1 

Totals may not add due .to independent rounding. 

Jun-09 
Approved 
Budget <3l 

$430.l 

1,054.0 

785.1 

894.8 

160.3 

599.8 

0 

189.8 

0 

471.7 

$4,585.6 

Jun-11 
Approved 
Budget<6l 

$337 

1,063 

706 

774 

194 

642 

0 

254 

144 

472 

$4,586 

Mar-13 
Approved 
Budget <7l 

$349 

1,263 

665 

808 

208 

620 

0 

255 

0 

472 

$4,640 

Mar-14 
Approv.ed 
Budget (s) 

$347 

1,374 

666 

809 

221 

619 

0 

257 

0 

472 

$4,765 

Mar-16 
Approved 
Budget <9l 

$345 

1,476 

652 

805 

221 

613 

0 

262 

0 

472 

$4,845 

(!) The Commission approved what is.referred to as the "December 2005 Approved Budget" on November 29, 2005. This is 
also referred to in publicly available materials as the "Baseline Budget." 

(z) The Commission approved what is referred to as the "December 2007 Approved Budget" on February 18, 2008. 
(3) The Commission approved what is referred to as the "June 2009 Approved Budget" on July 28, 2009. 
(4) Water Supply projects were transferred to the San Francisco Regional and San Francisco Local categories as part of the June 

2009 Approved Scopes, Schedules and Budget. 
(5) Does not include $107 million of realized bond premium to date. 
(6) The Commission approved what is referred to as the "July 2011 Approved Budget" in June 2011. 
(7) The Commission approved what is referred to as the "March 2013 Approved Budget" in April 2013. 
(B) The Commission approved what is referred to as the "March 2014 Approved Budget" in April 2014. 
(9) The Commission approved what is referred to as the "March 2016 Approved.Budgef' in April 2016. 
Source: SFPUC, Financial Planning 

The program level cost variance between the December 2005 Approved Budget and the December 2007 
Approved Budget was relatively small (an additional $49.16 million, or 1.1 % increase). In general, the need to 
compensate for the additional resources needed to . address real estate requirements (land acquisition and 
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encroachment removal) and complete delivery activities (program management, project management and 
environmental review/permitting/mitigation) accounts for thi~ variance. 

The variance between the December 2007 Approved Budget and the June 2009 Approved Budget is 
approximately $194 million or a 4.4% increase. Significant cost increases in two projects account to a great extent 
for this projected overall increase in the program cost. The Calaveras Dam Replacement Project and the Harry 
Tracy Water Treatment Plant Long-Term Improvements Project currently carry an approximate projected variance 
(June 2009 Approved Budget minus December 2007 Approved Budget) of an additional $102 million and 
$183 million, respectively. The NOA and fisheries issues described above are the main factors increasing the cost 
of the Calaveras Dam Replacement Project. In the case of the Harry Tracy Water Treatment Plant Long-Term 
Improvements Project, the cost increase is due to the rec{:nt discovery of a new strand of the Sierra Fault at the 
project site, which is necessitating the relocation of two large treated water reservoirs - work that was not in the 
original project scope. 

There is no variance between the June 2009 Approved Budget and the July 2011 Approved Budget. 

The variance between the July 2011 Approved Budget and the March 2013 Approved Budget is 
approximately $54 million or a 1.2% increase. The only project with significant cost increase the Calaveras Dam 
Replacement Project due to discovery of an ancient landslide uncovered during construction, resulting in an 
additional 3 million cubic yards of excavation on this project. 

The variance between the March 2013 Approved Budget and the March 2014 Approved Budget is 
approximately $125 million or a 2.7% increase. The forecasted cost increases in the following five projects account 
to a great extent for this projected overall increase in the program cost: 1) Calaveras Dam Replacement Project 
($95 million) due to discovery of a second ancient landslide and secondary faulting, requiring additional excavation 
and re-design of spillway foundation and re-alignment of the outlet conduit, 2) Irvington Tunnels 1 and 2 
($15 million) due to highly variable tunneling conditions; including squeezing ground, hard rock, and gassy 
tunneling conditions, 3) Regional Groundwater Storage and Recovery ($13 million) to allow for additional 
right-of-way costs and higher construction cost estimates, 4) Crystal Springs/San Andreas Transmission Upgrade 
($7 million) due to differing site conditions for underwater construction, and 5) Alameda Creek Recapture project 
($~ million) due to the need to incorporate additional operational scenarios to recapture the required water yield on 
this project. Some forecasted decreases on other WSIP projects allowed for a net of $125 million overall forecasted 
cost increase. 

The variance between the March 2014 Approved Budget and the March 2016 Approved Budget is 
$80 million or a 1. 7% increase. This variance was due, primarily, to forecasted cost increases for five of the WSIP 
projects as well as forecast reductions on six complete or near-complete WSIP projects. The most significant of the 
project increases was $91.7 million for the Calaveras Dam Replacement Project (CDRP), including the main dam 
project as well was the Fish Passage Facilities at Alameda Creek Diversion Dam (ACDD), a subproject to the 
CDRP. For the main project, the recent impacts are due to change orders related to the development of the borrow 
area for the production of hard rock material (Zone 5) to be placed in the upstream shell of the new dam 
embankment. The excavation requires additional quantities and longer rock dowels and shotcrete for excavation 
slope stability of the borrow area, importing and stockpiling of Zone 5 materials frorri an offsite quarry to 
supplement onsite supplies for schedule enhancement, disposal of additional melange shale waste, and acceleration 
of the project schedule for the embankment dam construction. For the Fish Passage Facilities at ACDD subproject, 
the budget increase is due to changes during the design of the fish ladder that were not known at the time of the 
original planning level preliminary cost estimate . Some forecasted decreases on other WSIP projects allowed for a 
net of$80 million overall forecasted cost increase. 

A summary of the WSIP budget and appropriations is provided in the following table. 
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Regional Projects 
Local Projects <1l 
Financing Costs 
Total t 

TABLEC-2 
WSIP BUDGET AND SPENDING SUMMARY 

AS OF JUNE 30, 2016 
(IN MILLIONS) 

Total Approved 
$3,761.1 

612.7 
471.7 

$4,845.5 

Expended/Encumbered 
$3,488.7 

420.8. 
224.0 

$4,135.5 

t Totals may not add due to independent rounding. 

Remaining Balance 
$272.4 

191.9 
247.7 

$710.0 

(IJ Local projects include $281 million in WSIP funding to Water Supply Projects; however, these projects were 
transferred to the Water Enterprise Capital Improvements Program in July 2011 and have anticipated completion 
dates later than December 2019. . 

Note: Certain amounts set forth in the table are projections. Actual results may differ from these projections. See 
"FORWARD-LOOKING STATEMENTS" above. 

Source: SFPUC, Financial Services 

Program Changes. The list of projects to .be built in the WSIP has not changed significantly since the 
program was initiated in 2002. Some projects have been combined, some have been split, some have been renamed 
and only a few have been eliminated or added. These changes, as well as major project scope modifications, are 
thoroughly documented in the Change of Notice reports submitted to the State (see "Program Development and 
Chronology" above). The latest program scope, the March 2016 scope, approved by the Commission on April 26, 
2016 is documented in the AB 1823: Notice of Changes to Water System Improvement Program Report submitted 
to the State on June 30, 2016. 

Program Status and Performance 

Work Breakdown Structure. The WSIP, like most other large infrastructure programs, is managed based 
on a standardized work breakdown structure ("WBS'.'). The performance and status of the WSIP is often reported at 
the phase level of the WBS. 

The WSIP WBS includes 9 different phases - Project Management, Planning, Environmental, 
Right-of-Way, Design, Bid & Award, Construction, Construction Management, and Close-Out. A very brief 
summary of the work involved in each phase is provided below. 

The Project Management Phase involves project-specific oversight and management functions that extend 
from project initiation to construction completion and start up of new facilities. They include project controls, 
change and risk management, cost estimating and scheduling, value engineering, document control, communications 
and project team oversight. · 

The Planning Phase involves the definition of performance objectives and general design requirements 
based on the input provided by the client, field investigations and preliminary engineering work. Planning 
deliverables typically include a Needs Assessment Report, an Alternative Analysis Report and a Conceptual 
Engineering Report. 

The Environmental Phase involves the analyses and review required to comply with CEQA and the work 
needed to obtain all required permits from local, State and federal resources agencies. · 

The Right-of-Way Phase involves all real estate activities (e.g., land surveys, property appraisals, legal 
descriptions, easement agreements, etc.) needed to secure the temporary and permanent property and access rights 
needed to build, maintain and operate the facilities and improvements included in the program. 
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The Design Phase involves the various engineering tasks needed to prepare the construction contract 
documents (drawings and specifications). 

The Bid & Award Phase involves the advertisement of construction contracts, the administration of the 
bidding process and the selection of the lowest, qualified, responsible and responsive bidder for each contract. 

The Construction Phase involves all the fieldwork required to build the improvements specified in the 
construction contract documents. Key construction milestones include: contractor mobilization, testing and 
start-up, substantial completion, client acceptance of improvements and final completion. 

The Construction Management Phase involves a number of oversight functions to monitor and verify the 
work of construction contractors in the field. Key functions include field inspections and testing, quality assurance, 
schedule and cost cDntrol, claims analysis, contract administration and safety monitoring. 

The Close-Out Phase involves the post-construction, administrative tasks needed to complete construction 
contracts. This often includes negotiating and reaching final agreements on outstanding contract items and verifying 
that all contract terms have been met. 

Status of WSIP Projects. Very significant progress has been made on the WSIP in recent years, and the 
overall program is now approximately 92% complete. One can assess the overall status of a capital program 
comprised of multiple projects by looking at the number of projects and the value of these projects in each of the 
major implementation phases of the program. Table C-3 shows the number ofWSIP projects active in each of these 
phases. The Local Program is. over 99% complete with only one active project remaining in construction, whereas 
the Regional Program is approximately 91% complete. The Local Program is further along because the projects in 
that program are smaller and less complex and require minimal environmental review. 

TABLEC-3 
STATUS OF WSIP PROJECTS THROUGH JUNE 30, 2016 

Active Phase 
Planning 
Design 
Bid & Award 
Construction 
Close-Out 
Completed 
Not Applicable* 
Not Initiated 
Totalt: 

Number of Projects 
Local Regional 

Program Program 
0 0 
0 1 
0 0 
1 8 
0 I 

34 36 
0 2 
0 4. ------

35 52 

Totals may not add due to independent rounding. 

Value of Projects (in millions) 
Local Regional 

Program Program 
$0 $0 

0 30 
0 0 

49 2,072 
0 42 

282 1,574 
0 32 
0 11 ------

$331 $3,761 

* "Not Applicable" category is for projects that do not include construction, including the Watershed Environmental 
Improvement Program and the Long-Term Mitigation Endowment. 

Source: SFPUC, 4th quarter Fiscal Year 2015-16 WSIP Quarterly Report. 

Pelformance of WSIP Projects. The performance of a program can be assessed by comparing planned 
expenditures against the value of the work completed. Such a comparison is provided in Table C-4. In general, 
actual performance on the Local and Regional Programs tracks planned performance well. Some delays, however, 
have occurred in the environmental review of some large water supply projects. These delays have had an impact 
on the performance of the Environmental Phases and, to some extent, the performance of subsequent phases (Design 
and Construction). A number of measures are being implemented to mitigate these environmental delays. 
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Phase 

TABLE C-4 
PERFORMANCE OF WSIP PROJECTS THROUGH JUNE 30, 2016 

COMPARED TO 2016 APPROVED BUDGET PLAN 

Local Program<2l Regional Program<3l 

% Planned % Completed % Planned % Completed 
All Phases 99.4 99.8 91.3 91.4 
Project Management 
Planning 
Environmental · 
Right-of-Way 
Design 
Bid and Award 
Construction Management 
Construction 
Close-Out 
Program Management<1l 

100.0 99.9 
100.0 100.0 
100.0 100.0 

0 0 
100.0 100.0 
100.0 100.0 
100.0 100.0 
. 99.3 99.8 
94.6 94.6 

NIA NIA 

(l) The WSIP Regional Program tracks an additional Program Management phase. 
<2> · Local Program percentages do not include Local Water Supply projects. 

93.4 93.0 
100.0 100.0 
97.6 97.4 
87.9 87.l 
99.0 98.6 
97.0 97.0 
89.0 89.2 
90.6 90.9 
67.9 67.9 
89.9 89.2 

(3) Regional Program percentages do not include Support (formerly System-Wide) projects. 
Source: SFPUC, 4th quarter Fiscal Year 2015-16 WSIP Quarterly Supplemental Report. 

Program Risk Management 

2007 Risk Assessment. In 2007, the SFPUC commissioned a comprehensive programmatic risk 
assessment (the "2007 Risk Assessment") to identify risk factors and exposures that could lead to schedule delays 
and cost escalation as the WSIP moves forward from planning and design into construction. 

The Risk Assessment concluded that the risks representing the greatest potential cost liabilities for the 
WSIP were: (1) general inflation of material and labor costs; (2) contracting (i.e., ability to attract enough 
contractors to bid on WSIP projects); (3) potential delays in the environmental review process; and (4) the lack of a 
well-established construction management organization. 

Subsequent Developments and Mitigation Measures. Since 2007, the risk factors identified by the 
2007 Risk Assessment have been mitigated by certain developments, and by actions taken by the SFPUC, including 
the following: 

• The SFPUC experienced significantly lower than anticipated construction bids due to a highly 
competitive bidding environment for construction projects that were bid between 2007 and 2012. This 
benefit has been offset by construction cost increases due to differing site conditions experienced during 
construction. 

• The scheduling risks assoeiated with the environmental review of projects were significantly 
reduced following certification of the WSIP Preliminary Environmental Impact Rt;port in October 2008 (as 
no appeals to the San Francisco Board of Supervisors or legal actions were filed during the challenge 
period). Furthermore, all but 1 of the project-specific environmental documents have been certified to date. 

• The SFPUC implemented a new construction management approach, organization structure, 
contracting strategy, operations plan, business processes, procedures and customized Management 
Information System. 

• The SFPUC formulated a WSIP Risk Mitigation Action Plan, which provides comprehensive 
step-by-step actions to address each of the risks described in the 2007 Risk Assessment. Progress made on 
implementation of the plan is reported in the WSIP Quarterly Reports. 
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• The SFPUC developed a risk management program that focuses on the WSIP construction phase, 
and involves the identification, assessment, analysis and management of risks associated with construction 
activities. 

• The SFPUC adopted an enterprise risk management software tool to evaluate the effects of risk 
systematically across the WSIP program and track and monitor mitigation actions more effectively and 
efficiently. 
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APPENDIXF 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$[Par]* 
. Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2016 Series AB 
$[Sub-Series A Par]* 

2016 Sub-Series A Bonds 
(Refunding) 

$[Sub-Series B Par]* 
2016 Sub-Series B Bonds 

(Refunding) 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by the 
Public Utilities Commission of the City and County of San Francisco (the "SFPUC") in connection with the 
issuance of the water revenue bonds captioned above (the "2016 Series AB Bonds"). The 2016 Series AB Bonds 
are being issued pursuant to an Amended and Restated Indenture, dated as of August 1, 2002, between the SFPUC 
and U.S. Bank National Association, as trustee (the "Trustee"), as amended and supplemented, including' as 
amended and supplemented by a Twenty-First Supplemental Indenture, dated as of October 1, 2016, by and between 
the SFPUC and the Trustee, and a Twenty-Second Supplemental Indenture, dated as of October 1, 2016, by and 
between the SFPUC and the Trustee (collectively, the "Indenture"). 

The SFPUC covenants and agrees as follows:. 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate iS being executed 
and delivered by the SFPUC for the benefit of the Holders and Beneficial Owners of the 2016 Series AB Bonds and 
in order to assist the Participating Underwriters in complying with Securities and Exchange Commission (the 
"S.E.C.") Rule 15c2-12(b)(5). . . 

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any 
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section 2, the following 
capitalized terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the SFPUC pursuant to, and as described in, 
Sections 3 and 4 of this Disclosure Certificate. 

"Beneficial Owner" shall mean any person that: (a) has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any 2016 Series AB Bonds (including persons holding 2016 Series 
AB Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or 
consent with respect to any 2016 Series· AB Bonds or to dispose of ownership of any 2016 Series AB Bonds; or (b) 
is treated as the owner of any 2016 Series AB Bonds for federal income tax purposes. 

"Dissemination Agent" shall mean the SFPUC, acting in its capacity as Dissemination Agent under this 
Disclosure Certificate, or any successor Dissemination Agent designated in writing by the SFPUC and which has 
filed with the SFPUC a written acceptance of such designation. 

"Holder" shall mean either the registered owners of the 2016 Series AB Bonds, or, ifthe 2016 Series AB 
Bonds are registered in the name of The Depository Trust Company or another recognized depository, any 
applicable participant in such depository system. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board or any other entity designated or 
authorized by the Securities and Exchange Commission to receive continuing disclosure filings pursuant to the Rule. 
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Until otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to 
be made through the Electronic Municipal Market Access (EMMA) website of the MSRB currently located at 
http://emma.msrb.org. 

"Official Statemenf' shall mean the final Official Statement, dated ____ , 2016, prepared in 
· connection with the sale and offering of the 2016 Series AB Bonds. 

"Participating Underwriter" shall mean any of the original underwriters or purchasers of the 2016 Series 
AB Bonds required to comply with the Rule in connection with the offering of the 2016 Series AB Bonds. 

"Rule" shall mean Rule 15c2-12(b )(5) adopted by the S.E.C. under the Securities Exchange Act of 1934, as 
the same may be amended from time to time. 

SECTION3. Provision of Annual Reports. 

(a) The SFPUC shall, or shall cause the Dissemination Agent to, not later than 9 months after 
the end of the SFPUC's fiscal year (which currently ends June 30), commencing March 31, 2017, with the 
report for the 2015-16 Fiscal Year, provide to the MSRB an Annual Report which is consistent with the 
requirements of Section 4 of this Disclosure Certificate. If the Dissemination Agent is not the SFPUC, the 
SFPUC shall provide the Annual Report to the Dissemination Agent not later than 15 days prior to said 
date. The Annual Report must be submitted in electronic format and accompanied by such identifying 
information as is prescribed by the MSRB, and may cross-reference other information as provided in 
Section 4 of this Disclosure Certificate. However, ifthe audited financial statements of the SFPUC are not 
available by the date required above for the filing of the Annual Report, the SFPUC shall submit unaudited 
financial statements and submit the audited financial statements as soon as they are available. If the 
SFPUC's Fiscal Year changes, it shall give notice of such change in the same manner as for a Listed Event 
under Section 5(c). 

(b) If the SFPUC is unable to provide to the MSRB an Annual Report by the date required in 
subsection (a), the SFPUC shall send a notice to the MSRB in substantially the form attached as Exhibit A. 

(c) The Dissemination Agent shall (if the Dissemination Agent is other than the SFPUC), file 
a report with the SFPUC certifying the date that the Annual Report was provided to the MSRB pursuant to 
this Disclosure Certificate. 

SECTION 4. Content of Annual Reports. _SFPUC's Annual Report shall contain or incorporate by 
reference the following information: 

(a) Audited Financial Statements of the municipal water supply, storage and distribution 
. system of the SFPUC for the prior fiscal year, prepared in accordance with generally accepted accounting 
principles applicable to the SFPUC from time to time. If the SFPUC's audited financial statements are not 
available by the date the Annual Report is required to be filed, the Annual Report shall contain unaudited 
financial statements in a format similar to the financial statements contained in the final Official 
Statements, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available; 

(b) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 9, HISTORIC WHOLESALE AND RETAIL WATER SALES"; 

(c) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 17, HISTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 
RA TES," provided that such update need include rate increases (decreases) through the end of the prior 
fiscal year; 
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(d) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 20, HISTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 
IN RETAIL WATER RATES," provided that such update need include rate increases (decreases) through 
the end of the prior fiscal year; 

(e) An update for the prior fiscal year of the table in the Official Statement in the 
section entitled "OBLIGATIONS PAY ABLE FROM REVENUES - Outstanding Parity Revenue Bonds" 
showing all bonds of the SFPUC secured by Revenues; and 

(f) An update for th<; prior fiscal year of the table in the Official Statement entitled 
"TABLE 25, HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES AND DEBT 
SERVICE COVERAGE." 

Any or all of the items listed above may be set forth in a document or set of documents, or may be included 
by specific reference to other documents, including official statements of debt issues of the SFPUC or related public· 
entities, which are available to the public on the MSRB website. If the document included by reference is a final 
official statement, it must be available from the MSRB. The SFPUC shall clearly identify each such other document 
so included by reference. 

SECTIONS. Reporting of Significant Events. 

(a) The SFPUC shall give, or cause.to be given, notice of the occurrence of any of the 
following Listed Events with respect to the 2016 Series AB Bonds: 

1. Principal and interest payment delinquencies. 

2. Non payment related defaults, if material. 

3. Unscheduled draws on debt service reserves reflecting financial difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 

5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to the tax status of the 2016 Series AB Bonds, 
or other material events affecting the tax exempt status of the 2016 Series AB Bonds. 

7. Modifications to rights of security holders, if material. 

8. Bond calls, if material, and tender offers. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayment of the 2016 Series AB Bonds, if 
material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the SFPUC. 

13. The consummation of a merger, consolidation, or acquisition involving the SFPUC or the sale 
of all or substantially all of the assets of the SFPUC, other than in the ordinary course of 
business, the entry into a definitive agreement to undertake such an action or the termination 
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of a definitive agreement relating to any such actions, other than pursuant to its terms, if 
material. 

14. Appointment of a successor or additional trustee or the change of name pf a trustee, if 
material. 

(b) Whenever the SFPUC obtains knowledge of the occurrence of a Listed Event, and, if the Listed Event is 
described in subsections (a)(2), (a)(6) (~ther than an adverse tax opinion, the issuance by the IRS of a proposed or 
final determination oftaxability, or a Notice of Proposed Issue (IRS Form 5701-TEB)), (a)(7), (a)(8) (if the event is 
a bond call), (a)(IO), (a)(l3) or (a)(14) above, the SFPUC determines that knowledge of the occurrence of that 
Listed Event would be material under applicable federal sequrities law, the SFPUC shall, or shall cause the 
Dissemination Agent (if not the SFPUC) to, file a notice of such occurrence with the MSRB, in an electronic format 
as prescribed by the MSRB, in a timely manner not in excess of 10 business days after the occurrence of the Listed 
Event. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and (9) above need 
not be given under this subsection any earlier than the notice (if any) of the underlying event is given to holders of 
affected 2016 Series AB Bonds under the Indenture. 

(c) For purposes of this Certificate, any event described in paragraph (a)(12) above is considered to occur 
when any of the following occur: the appointment of a receiver, fiscal agent, or similar officer for the SFPUC in a 
proceeding under the United States Bankruptcy Code or in any other proceeding under state or federal law in which 
a court or governmental authority has assumed jurisdiction over substantially all of the assets or business qf the 
SFPUC, or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers in 
possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement, or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of said party. 

SECTION 6. Termination of Reporting Obligation. The SFPUC's obligations under this Disclosure 
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 2016 Series 
AB Bonds. If such termination occurs prior to the final maturity of the 2016 Series AB Bonds, the SFPUC shall 
give notice of such termination in the same manner as for a Listed Event under Section 5( c ). 

SECTION 7. Dissemination Agent. The SFPUC may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge 
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the SFPUC may amend or waive this Disclosure Certificate or any provision of this Disclosure 
Certificate, provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 3(b ), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with respect 
to the 2016 Series AB Bonds or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the 
Rule at the time of the original issuance of the 2016 Series AB Bonds, after taking into account any 
amendments or interpretations of the Rule, as well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the owners of a majority in aggregate 
principal amount of the 2016 Series AB Bonds or (ii) does not, in the opinion of the City Attorney or 
nationally recognized bond counsel, materially impair the interests of the Holders. 
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In the event of any amendment or waiver of a provision of this Disclosure Certificate, the SFPUC shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the 
reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, 
on the presentation) of financial information or operating data being presented by the SFPUC. In addition, if the 
amendment relates to the accounting principles to be followed in preparing financial statements: (i) notice of such 
change shall be given in the same manner as for a Listed Event under Section 5; and (ii) the Annual Report for the 
year in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative 
form) between the financial statements as prepared on the basis of the new accounting principles and those prepared 
on the basis of the former accounting principles. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the SFPUC from disseminating any other information, using the means of dissemination set forth in this · 
Disclosure Certificate or any other means of communication, or including any other information in any Annual 
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. 
If the SFPUC chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in 
addition to that which is specifically required by this Disclosure Certificate, the SFPUC shall have no obligation 
under this Disclosure Certificate to update such information or include it in any future Annual Report or notice of 
occurrence of a Listed Event. 

SECTION 10. Default. ·In the event of a failure of the SFPUC to comply with any provision of this 
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the 2016 Series AB Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or specific performance by court 
order, to cause the SFPUC to comply with its obligations under this Disclosure Certificate; provided that any.such 
action may be instituted only in a federal or State court located in the City and County of San Francisco, State of 
California. Failure by the SFPUC to comply with any provision of this Disclosure Certificate shall not be deemed 
an Event of Default under the Indenture and the sole remedy under this Disclosure Certificate in the event of atiy 
failure of the SFPUC to comply with this Disclosure Certificate shall be an action to compel performance; 

SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the SFPUC, 
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of 
the 2016 Series AB Bonds, and shall create no rights in any other person or entity. 

Date: ------'' 2016. 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By ____________________ _ 

Harlan Kelly, Jr. 
General Manager 

By:. _____________ _ 

Deputy City Attorney 
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CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

Name oflssuer: 

· Name oflssue: 

Date oflssuance: 

· FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OFF AILURE TO FILE ANNUAL REPORT 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS, 2016 SERIES AB 
2016 SUB-SERIES A (REFUNDING) AND 2016 SUB-SERIES B 
(REFUNDING) 

-----~2016 

NOTICE IS HEREBY GIVEN that the SFPUC has not provided an Annual Report with respect to the above-named 
Bonds as required by Section 3 of the Continuing Disclosure Certificate of the Public Utilities Commission of the 
City and County of San Francisco, dated , 2016. The SFPUC anticipates that the Annual Report 
will be filed by ____ _ 

Dated: ------

OHSUSA:765313558.9 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: ____ __...[t=o~b~e~s=ig=n~ed~o=n=l_,_y=if~fi=!le=d"'") _____ _ 
Title _________________ _ 
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APPENDIXG 

SECURITIES DEPOSITORY AND BOOK-ENTRY SYSTEM 

The information in this Appendix has been provided by DTC for use in securities offering documents, and 
the SFPUC takes no responsibility for the accuracy or completeness thereof The SFPUC cannot and does not give 
any assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners either 
(a) payments of interest, principal or premium, if any, with respect to the Bonds or (b) certificates representing 
ownership interest in or other confirmation of ownership interest in the Bonds, or that they will so do on a timely 
basis or that DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Official 
Statement. The current "Rules" applicable to DTC are on file with the Securities and Exchange Commission and 
the current "Procedures" of DTC to be followed in dealing with DTC Participants are on file ·with DTC. 

As used in this Appendix, "Securities" means the 2016 Series AB Bonds, "Issuer" means the SFPUC, and 
"Agent" means the Trustee. 

1. The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the 
securities (the "Securities"). The Securities will be issued as fully-registered securities registered in the name of 
Cede & Co, (DTC's partnership nominee) or such other name as may be requested by an authorized representative 
of DTC. One fully-registered Security certificate will be issued for each issue of the Securities, each in the 
aggregate principal amount of such issue, and will be deposited with DTC. If, however, the aggregate principal 
amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500 million of 
principal amount, and an additional certificate will be issued with respect to any remaining principal amount of such 
issue. 

2. DTC, one of the world's largest securities depositories, is a limited-purpose trust company 
organized under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of the New 
York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17 A of 
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of 

. U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from ov.er 
100 countries) thatDTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited securities, through 
electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This eliminates the 
need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities 
brokers .and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a 
wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding 
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies. DTCC is owned by the users of its regulate.d subsidiaries. Access to the DTC 
system is also available to others such as both U.S. and· non-U.S. securities brokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). DTC has a Standard & Poor's rating of AA+. The 
DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission. More 
information about DTC can be found at www.dtcc.com. The information contained on this Internet site is not 
incorporated herein by reference. 

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Securities on DTC's records. The ownership interest of each actual purchaser of 
each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. 
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, 
however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the. Securities are to be accompl~shed by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Securities, except in the event that use of the book-entry system 
for the Secudties is discontinued. 
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4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are 
registered in the name ofDTC's partnership nominee, Cede & Co., or such other name as may be requested by an 
authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede 
& Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the 
actual Beneficial Owners of the Securities; DTC's records reflect only the identity of the Direct Participants to 
whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from 
time to time. Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of 
notices of significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed 
amendments to the Security documents. For example, Beneficial Owners of Securities may wish to ascertain that 
the nominee holding the Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. 
In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that 
copies of notices be provided directly to them. 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are 
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be redeemed. 

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Securities unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy 
assigns Cede & Co .. 's consenting or voting rights to those Direct Participants to whose accounts Securities are 
credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative ofDTC. DTC's practice is 
to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail information from Issuer 
or Agent, on payable date in accordance with their respective holdings shown on DTC's records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative ofDTC) is the 
responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of 
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

9. DTC may discontinue providing its services as depository with respect to the Securities at any 
time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor 
depository is not obtained, Security certificates are required to be printed and delivered. 

10. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a 
successor securities depository). In that event, Security certificates will be printed and delivered to DTC. 

11. The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof. 
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P. ;~llNAHY OFFICIAL STATHIENT DATED I___ ,, 2016 

OH&S Draft- Distributed 8/24/16 

NEW ISSUE-Book-Entry Only Ratings: 
S&P:" 

Moody's: "_" 
(See "RATINGS.") 

In the opinion of Norton Rose Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel, interest on the 2016 Series C 
Bonds is includable in the gross income of the owners of such Bonds for federal income tax purposes. In the further opinion of Co-Bond Counsel, interest on the 2016 Series 
C Bonds is exempt from personal income taxes imposed by the State of California. Co-Bond Counsel express no opinion regarding any other tax consequences related to the 
ownership or disposition of, or the accrual or receipt of, interest on the 2016 Series C Bonds. See "TAX MATTERS." 

San Francisco 

Water 
Power 
Sewer 

Dated: Date of Delivery 

$[Par]* 
Public Utilities Commission 

of the City and ·County of Sari Francisco 
San Francisco Water Revenue Bonds, 

2016 Series C 
(Federally Taxable) 

Due: November 1, as shown ori inside front cover 

General. This cover page contains certain information for quick reference only. It is not intended to be a summary of the security or terms of the water revenue bonds 
captioned above (the "2016 Series C Bonds"). Potential investors are instructed to read the entire Official Statement, including the appendices hereto, to obtain information 
essential to making an infonned investment decision. 

Authority for Issuance. The Public Utilities Commission of the City and County of San Francisco (the "SFPUC") is issuing the 2016 Series C Bonds, pursuant to 
authority granted by the Charter of the City and County of San Francisco (the "City"). The 2016 C Bonds will be issued under a Twenty-Third Supplemental Indenture, 
dated as of October 1, 2016, by and between the SFPUC and U.S. Bank National Association, as trustee (the "Trustee"), which supplements the Amended and Restated 
Indenture, dated as of August 1, 2002, by and between the SFP.UC and the Trustee (as supplemented and-amended to date, the "Indenture"). See "SECURITY FOR THE 
BONDS." 

Purposes. The 2016 Series C Bonds are being issued to (i) refund Commercial Paper Notes issued to finance and refinance a portion of the design, acquisition and 
construction of various capital projects in furtherance of the SFPUC's Water System Improvement Program, (ii) finance and refinance a portion of the design, acquisition and 
construction of various capital projects in furtherance of the SFPUC's Water System Improvement Program; (iii) pay interest on the 2016 Series C Bonds through 
____ l, __ ,and (iv) pay the costs of issuance of the 2016 Series C Bonds. See "PLAN OF FINANCE." 

Denominations and Interest. The 2016 Series C 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 2016 Series C Bonds is 
payable semiannually on May 1 and November 1 of each year, commencing May 1, 2o'l 7. See "THE 2016 SERIES C BONDS." 

Book-Entry Only. The 2016 Serfos C 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 ultimate purchasers (the "Beneficial Owners") under the book-entry only system mainta,ined by DTC. 
Beneficial Owners will not receive physical certificates representing their interests in the 2016 Series C Bonds. The principal of, premium, if any, and interest on the 2016 
Series C Bonds are payable to DTC by the Trustee, and, so long as DTC is acting as securities depository for the 2016 Series C Bonds, disbursements of such payments to 
DTC Participants is the responsibility of DTC and disbursements of such payments to the Beneficial Owners is the responsibility of DTC Participants. See 'THE 2016 
SERIES C BONDS." 

Redemption. The 2016 Series C Bonds are subject to optional and mandatory redemption prior to maturity as described herein. 

Security. Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Water Enterprise and all Refundable Credits received by the SFPUC to the 
punctual payment of principal of, and premium, if any, and interest on the 2016 Series C B_onds and all outstanding parity revenue bonds issued under the Indenture, subject 
to the allocation of funds provided in the Indenture. The 20'16 Series C Bonds are payable on parity with certain Outstanding Bonds previously issued by the SFPUC under 
the Indenture. See "SECURITY FOR THE BONDS." . 

Limited Obligation. The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2016 Series C Bonds except from Revenues. The 
SFPUC has no taxing power. The General Fund of the City is not liable for the payment of the principal of, or premium, if any, or interest on the 2016 Series C 
Bonds, and neither the credit nor the taxing power of the City is pledged to the payment of the principal of, or premium, if any, or interest on the 2016 Series C 
Bonds. The 2016 Series C 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. See "SECURITY FOR THE BONDS." 

MATURITY SCHEDULE 
(See inside cover) 

The 2016 Series C Bonds will be sold through respective competitive sales anticipated to be held on 2016. 

The 20'16 Series C Bonds are offered when, as and if issued by the SFPUC and received by the successful bidder, subject to the approval of validity by Norton Rose 
Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel to the SFPUC, and to certain other conditions. Certain matters 
will be passed upon for the SFPUC and the City by Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Disclosure Counsel, and by the City Attorney of the City 
and County of San Francisco. Backstrom Mccarley Berry & Co., LLC, San Francisco, California, and Montague DeRose and Associates, LLC, Walnut Creek, California, 
Co-Municipal Advisors to the SFPUC, assisted in the structuring of this financing. It is expected that the 2016 Series C Bonds in fully registered fonn will be available for 
delivery in book-entry fonn. through the facilities ofDTC, on or about , 2016. 

The date of this Official Statement is ______ , 2016. 

' Preliminary, subject to change. 
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Maturity 
(November 1) Principal Amount 

MATURITY SCHEDULE• 

2016 Series c·Bonds 

$ ______ • Serial Bonds 

Interest Rate Yieldt 

CUSIP+ 
Base Number 

79765R 

$ % Term Bonds due November 1, 20 YieJdt % CUSIP+ 
$____ % Term Bonds due November l, 20_ Yieldt =% CUSIP+--:-- . 

* Preliminary, subject to change. 
Reoffering yields have been provided by the Underwriters. See "UNDERWRITING." 
CUSIP is a registered trademark of The American Bankers Association. CUSIP data herein is provided by CUSIP Global Services, 
managed by Standard & Poor's Financial Services LLC on behalf of The American Bankers Association. This data is not intended to 
create a database and does not serve in any way as a substitute for the CUSIP services. Neither the SFPUC nor the Underwriters 
assume any responsibility for the accuracy of the CUSIP data. 
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Figure 1-1 (Not to Scale)-The above map depicts the Hetch Hetchy Regional Water System. For further description of the SFPUC's Water System, see "THE 
WATER ENTERPRISE." 

The 2016 Series C 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 any of its 
income or receipts, except Revenues. See "SECURITY FOR THE BONDS." 



Water Enterprise Service Area and Wholesale Customers 

1. Alameda County Water District 
2. City of Brisbane 
3. City of Burlingame 
4a. CWS - Bear Gulch 
4b. CWS - Mid-Peninsula 
4c. CWS - South San Francisco 
5. Coastside County Water District 
6. City of Daly City 
7. City of East Palo Alto 
8. Estero Municipal Improvement District 
9. Guadalupe Valley MID 
10. City of Hayward 
11. Town ofHillsborough 
12. City of Menlo Park 
13. Mid-Peninsula Water District 
14. City ofMillbrae 
15. City ofMilpitas 
16. City of Mountain View 
17. North Coast County Water District 
18. City of Palo Alto 
19. Purissima Hills Water District 
20. City of Redwood City 
21. City of San Bruno 
22. San Jose Municipal Water System 
23. City of Santa Clara 
24. Stanford University 
25. City of Sunnyvale 
26. Westborough Water District 

Figure 1-2 (Not to Scale)-The above map depicts the Water Enterprise service area and the locations of the Wholesale Customers (not including Cordilleras 
Mutual Water Company). For further description of the Wholesale Customers, see "THEW ATER ENTERPRISE-Wholesale Deliveries." 
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GENERAL INFORMATION · 

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 2016 Series C.Bonds, by any person in any jurisdiction in whiCh it is unlawful 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 2016 Series C 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 maintains a website at 
http://www.sfwater.org. In addition, ·certain information and reports found on other websites, and other information 
and reports, are referred to in this Official Statement. The information and reports available on such websites, and 
the other referenced information and· reports, are not incorporated by reference into this Official Statement and 
should not be relied upon in making an investment in the 2016 Series C Bonds. 

The issuance and sale of the 2016 Series C 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 issuance and sale of municipal 
securities. 

IN CONNECTION WITH THE OFFERING OF THE 2016 SERIES C BONDS, THE UNDERWRITERS MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF 
THE 2016 SERIES C BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE 
OPEN MARI\ET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 
CONSEQUENTLY THE MARKET PRICE PAID BY AN INVESTOR DURING THE STABILIZATION 
PERIOD MAY BE HIGHER THAN THE PREVAILING MARKET PRICE. 

This Official Statement is delivered for use in connection with the issuance, sale and delivery o~the 2016 Series C 
Bonds and may not be reproduced or used, in whole or in part, for any other purpose. 

FORWARD-LOOKING STATEMENTS 

CERT Am STATEMENTS CONTAINED IN THlS OFFICIAL STATEMENT REFLECT NOT HlSTORICAL 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 ACHlEVED, 
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 SETFORTHINTHlS OFFICIAL STATEMENT. GIVEN THEIR UNCERTAINTY, 
INVESTORS ARE CAUTIONED NOT TO PLACE UNDUE RELIANCE ON SUCH STATEMENTS. 
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OFFICIAL STATEMENT 

$[PARr 
PUBLIC UTILITIES COMMISSION 

OF THE CITY AND COUNTY OF SAN FRANCISCO 
SAN FRANCISCO WATER REVENUE BONDS, 

2016 SERIES C 
(FEDERALLY TAXABLE) 

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 2016 Series C 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 water revenue bonds captioned above (the "2016 Series C Bonds"). 

Authority for Issuance 

The SFPUC is issuing the 2016 Series C Bonds under Section 9.109 of the Charter (the "Charter") of the 
City and County of San Francisco (the "City") and pursuant to authority granted by the Charter through 
Proposition E, approved by voters of the City on November 5, 2002 ("Proposition E"). 

The 2016 C Bonds will be issued under a Twenty-Third Supplemental Indenture, dated as of October 1, 
2016 (the "Twenty-Third Supplemental Indenture"), by and between the SFPUC and U.S. Bank National 
Association, as trustee (the "Trustee"), which supplements the Amended and Restated Indenture, dated as of 
August 1, 2002~ by and between the SFPUC and the Trustee (as supplemented and amended to date, including as 
supplemented by the Twenty-Second Supplemental Indenture, the "Indenture"). 

The 2016 Series C Bonds are being issued under a resolution adopted by the SFPUC governing body (the 
"Commission") on September 13, 2016 and a resolution adopted by the Board of Supervisors of the City (the 
"Board of Supervisors") on , 2016. 

See "OBLIGATIONS PAYABLE FROM REVENUES - Authority for Issuance of Revenue Bonds and 
Other Obligations Payable from Revenues." 

Purposes 

The 2016 Series C Bonds are being issued to (i) refund $ * aggregate principal amount 
of taxable commercial paper notes (the "Refunded Commercial Paper Notes") issued pursuant to the Water 
Enterprise's commercial paper program to finance and refinance a portion of the design, acquisition and 
construction of various capital projects in furtherance of the SFPUC's Water. System Improvement Program 
("WSIP"), (ii) finance and refinance a portion of the design, acquisition and construction of various capital projects 
in furtherance of the SFPUC's WSIP, (iii) pay interest on the 2016 Series C Bonds through 1, __ , 
and (iv) pay the costs of issuance of the 2016 Series C Bonds. See "PLAN OF'FINANCE" and "OBLIGATIONS 
PAY ABLE FROM REVENUES - Outstanding Parity Revenue Bonds." 

'Preliminary, subject to change. 
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The SFPUC and the Water Enterprise 

The SFPUC is a department of the City responsible for the maintenance, operation and development of 
three utility enterprises. See "THE PUBLIC UTILITIES CO:M1v1ISSION." 

The SFPUC owns and operates a municipal water supply, storage and distribution system (the "Water 
Enterprise") that provides drinking water to retail customers in the City and certain retail customers outside of the 
City (the "Retail Customers") and to wholesale customers in three other San Francisco Bay Area counties (the 
"Wholesale Customers"). The Water Enterprise consists of water treatment and distribution facilities located 
outside of the City (the "Regional Water System") and water treatment and distribution facilities located inside the 
City (the "In-City Distribution System"). See "y.1 ATER FACILITIES." 

Water rates for Retail Customers are set by the SFPUC, subject to rejection by resolution of the Board of 
Supervisors. Water rates for Wholesale Customers are set pursuant to the Water Supply Agreement, which became 
effective in July 2009 (the "Water Supply Agreement" or "WSA"), between the City and the Wholesale 
Customers. See "FINANCIAL OPERATIONS." 

The other two enterprises of the SFPUC provide wastewater services to customers in the City and to 
wholesale customers outside of the City, and power, mainly hydroelectric, for City government operations and to 
other users. The revenues of these other two enterprises are not available for, and do not secure, payment of the 
principal of, or premium, if any, or interest on the Bonds (as defined herein), including the 2016 Series C Bonds. 
See "THE PUBLIC UTILITIES COMMISSION." 

Security for the Bonds 

Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Water Enterprise and all 
Refundable Credits received by the SFPUC to the punctual payment of principal of, and premium, if any, and 
interest on the 2016 Series C Bonds and all outstanding parity revenue bonds issued under the Indenture 
(collectively, the "Bonds"), subject to the allocation of funds provided in the Indenture. The 2016 Series C Bonds 
are payable on parity with certain Outstanding Bonds previously issued by the SFPUC under the Indenture. 

The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2016 Series 
C Bonds except from Revenues (as defined in the Indenture). The SFPUC has no taxing power. The General 
Fund of the City is not liable for the payment of the principal of, or premium, if any, or interest on the 2016 
Series C Bonds, and neither the credit nor the taxing power of the City is pledged to the payment of the 
principal of, or premium, if any, or interest on the 2016 Series C Bonds. The 2016 Series C 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. 

No Bond Reserve Acc01.1nt (as defined herein) will be established for the 2016 Series C Bonds. Bond 
Reserve Accounts have been established with respect to other series of Bonds. Such Bond Reserve Accounts do not 
secure the 2016 Series C Bonds. 

See "SECURITY FOR THE BONDS." 

Outstanding and Future Parity Bonds. and Other Indebtedness 

The SFPUC has previously issued revenue bonds, and in the future expects to· issue additional bonds, 
pursuant to the Indenture and secured by Revenues of the Water Enterprise on parity with the 2016 Series C Bonds. 
See "OBLIGATIONS PAY ABLE FROM REVENUES." 

The Indenture provides that additional series of Bonds secured by Revenues on parity with the Outstanding 
Bonds and the 2016 Series C Bonds (each an "Additional Series of Bonds") may be issued if certain conditions are 
met. See "SECURITY FOR THE BONDS -Additional Series of Bonds." 
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The SFPUC anticipates that it will issue on or about , 2016*, its Water Revenue Bonds, 
2016 Sub-Series A Bonds (Refunding) and 2016 Sub-Series B Bonds (Refunding) (collectively, the "2016 
Series AB Bonds"), to refund Outstanding Bonds, in an aggregate principal amount of approximately$ __ • 
million. The 2016 Series AB Bonds are not being offered pursuant to this Official Statement. 

The SFPUC may also issue refunding bonds in response to market conditions in order to achieve debt 
service savings and additional bonds from time to time to fund additional capital projects. See "FINANCING OF 
CAPITAL IMPROVEMENTS." 

Risk Factors 

Investment in the 2016 Series C 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 2016 Series C Bo rids, see "RISK.FACTORS." 

Continuing Disdosure 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2016 Series C 
Bonds to provide certain financial information and operating data not later than nine months following the end of its 
Fiscal Year (presently June 30), beginning on March 31, 2017, with the report for FiscaLYear 2015-16, and to 
provide notices of the occurrence of certain enumerated events. These covenants have been made in order to assist 
the Underwriters in complying with Rule 15c2-12(b)(5) of the Securities and Exchange Commission (the "Rule'.'). 
See "CONTINUING DISCLOSURE" and "APPENDIX F - FORM OF CONTINUING DISCLOSURE 
CERTIFICATE." Although the SFPUC filed on Electronic Municipal Market Access ("EMMA") materials 
describing the effectiveness of certain amendments to the indenture pursuant to which the SFPUC's wastewater 
bonds have been issued, it failed to file timely a simultaneous and duplicative notice of material event. The SFPUC 
has, at least once in the last five years, failed to file in a timely manner notice of a change in the rating of SFPUC 
bonds resulting from a change in the rating of a bond insurer. As of the date of this Official Statement, the current 
ratings of the SFPUC's insured bonds are correct on EMMA. . 

Other Matters 

Brief descriptions of the 2016 Series C Bonds, the security and sources of payment for the 2016 Series C 
Bonds, the SFPUC, the Water Enterprise, the WSIP and certain non-WSIP capital improvements 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, 131h Floor 

·San Francisco, CA 94102 
Attention: Assistant General Manager, Business Services and Chief Financial Officer 
(415) 554-3155 

THE 2016 SERIES C BONDS 

General 

The 2016 Series C Bonds will be dated as of their date of delivery am;l will accrue interest from their date 
of delivery at the rates per annum set forth on the inside cover page of this Official Statement. Interest on the 2016 

•Preliminary, subject to change. 
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Series C Bonds is payable on May 1 ·and November 1 of each year, beginning May 1, 2017. Interest on the 2016 
Series C Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day months. 

The 2016 Series C Bonds will mature on the dates and in the principal amounts set forth on the inside cover 
page of this Official Statement. The 2016 Series C 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 Only System 

The 2016 Series C Bonds will be registered in the name ·of Cede & Co., as nominee for The Depository 
Trust Company ("DTC"), New York, New York, as the Owner of the 2016 Series C Bonds. 

So long as DTC, or its nominee, Cede & Co., is the Owner of the 2016 Series C Bonds, all payments on the 
2016 Series C Bonds will be made directly to DTC. Disbursement of such payments to the DTC Participants will be 
the responsibility ofDTC, and disbursement of such payments to the Beneficial Owners of the 2016 Series C Bonds 
will be the responsibility of the DTC Participants. See "APPENDIX G - SECURITIES DEPOSITORY AND 
BOOK-ENTRY SYSTEM." 

Redemption· 

Optional Redemption. The 2016 Series C Bonds maturing on or after November 1, 20_, are subject to 
redemption prior to their stated maturity, at the option of the SFPUC, from and to the extent of any source of 
available funds, as a whole or in part, on any date on or after 1, 20_, and if in part by lot within such 
maturity, at a redemption price equal to 100% of the principal amount of the 2016 Series C Bonds to be redeemed, 
plus accrued interest thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption. The 2016 Series C Bonds maturing on November 1, 20_ (the 
"20_ Series C Term Bonds"), are further subject to redemption prior to their stated maturity, from 2016 Series C 
Sinking Fund Account, on any November 1 on or after November 1, 20_, by lot within any such maturity if less 
than all of the 2016 Series C Bonds of such maturity and tenor be redeemed~ upon payment of the principal amount 
thereof and accrued interest thereon to the date fixed for redemption, without premium. 

The 20 _Series C Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

The 2016 Series C Bonds maturing on November 1, 20_ (the "20_ Series C Term Bonds"), are further 
subject to redemption prior to their stated maturity, from 2016 Series C Sinking Fund Account, on any November 1 
on or after November 1, 20_, by lot within any such maturity if less than all of the 2016 Series C Bonds of such 
maturity and tenor be redeemed, upon payment of the principal amount thereof and accrued interest thereon to the 
date fixed for redemption, without premium. 

• Preliminary, subject to change. 
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The 20 _Series C Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

Mandatory Sinking Fund Redemption. The 2016 Series C Bonds maturing on November 1, 20_ (the 
"20_ Series C Term Bonds"), are further subject to redemption prior to their stated maturity, from 2016 Series C 
Sinking Fund Account, on any November 1 on or after November 1, 20 _, by lot within any such maturity if less 
than all of the 2016 Series C Bonds of such maturity and tenor be redeemed, upon payment of the principal amount 
thereof and accrued interest thereon to the date fixed for redemption, without premium. 

The 20_ Series C Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity. 

Principal 
Amount 
$ 

The 2016 Series C Bonds maturing on November 1, 20_ (the "20_ Series C Term Bonds"), are further 
subject to redemption prior to their stated maturity, from 2016 Series C Sinking Fund Account, on any November 1 
on or after November 1, 20 _, by lot within any such maturity if less than all of the 2016 Series C Bonds of such 
maturity and tenor be redeemed, upon payment of the principal amount thereof and accrued interest thereon to the 
date fixed for redemption, without premium. 

The 20 _Series C Term Bonds are subject to mandatory redemption as follows: 

Redemption Date 
(November 1) 

*Maturity .. 

Principal 
Amount 
$ 

Purchase In Lieu of Redemption. In lieu of optional redemption of the 2016 Series C Bonds, as described 
above, the SFPUC may purchase such 2016 Series C Bonds, at public or private sale as and when and at such prices 
(including brokerage and other charges and including accrued interest) as the SFPUC may in its discretion 
determine. The par amount of any of such 2016 Series C Bonds so purchased by the SFPUC in any twelve-month 
period ending on September 1 in any year will be credited towards and will reduce the par amount of such 2016 
Series C Bonds required to be redeemed as described above on the next succeeding November 1. 

Selection of 2016 Series C Bonds for Redemption. Subject to DTC's procedures relating to the selection 
of bonds for redemption (see "APPENDIX G - SECURITIES DEPOSITORY AND BOOK-ENTRY SYSTEM"), 
whenever less than all of the 2016 Series C Bonds, of any one tenor and maturity are called for redemption and 
those 2016 Series C Bonds are redeemable by lot, the Trustee will select the 2016 Series C Bonds of the tenor and 
maturity to be redeemed from the Outstanding 2016 Series C Bonds of that tenor and maturity, by lot or by any 
other manner the Trustee deems fair and equitable. For purposes of such selection, 2016 Series C Bonds will be 
deemed to be made up of$5,000 portions of principal, any of which may be redeemed separately. 

Notice of Redemption: Notice ofredemption will be mailed by the Trustee at least thirty days but not more 
than sixty days prior to the redemption date, to DIC (so long as DTC's book-entry system is used). The actual 
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receipt by the owner of any 2016 Series C Bond of notice of such redemption is not a condition precedent to 
redemption, and failure to receive a redemption notice or any defect in a redemption notice will not affect the 
validity of the proceedings for the redemption of such 2016 Series C Bond or the cessation of the accrual of interest 
on the date fixed for such redemption. See "APPENDIX G - SECURITIES DEPOSITORY AND BOOK-ENTRY 
SYSTEM." 

Rescission of Notice of Redemption. The SFPUC may, at its option, prior to the date fixed for redemption 
in any notice of optional redemption, rescind and cancel such notice of redemption by written request to the Trustee 
and the Trustee will mail notice of such cancellation to the recipients of the notice ofredemption being cancelled. 

Effect of Redemption. When notice of redemption has been duly given as described above, and moneys 
for payment of the redemption price are held by the Trustee, the 2016 Series C Bonds called for redemption will, on 
the redemption date designated in such notice, become due and payable at the redemption price specified in such 
notice; and fro in and after the date so designated interest on the 2016 Series C Bonds called for redemption will 
cease to accrue, and such 2016 Series C Bonds will cease to be entitled to any benefit or security under the 
Indenture, and the Owners of said 2016 Series C Bonds will have no rights in respect thereof except to receive 
payment of the redemption price thereof. The Trustee, upon surrender for payment of any of said 2016 Series C 
Bonds will pay such 2016 Series C Bonds at the redemption price, together with accrued interest thereon. All 2016 
Series C Bonds redeemed will be cancelled upon surrender and no 2016 Series C Bonds will be issued in place 
thereof. 

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 2016 Series C Bond will no longer be 
deemed outstanding thereunder if certain conditions set forth in the Indenture are satisfied. See "TAX MATTERS -
Defeasance of 2016 Series C Bonds" and "APPENDIX A- SUMMARY OF CERTAIN PROVISIONS OF THE 
INDENTURE - Defeasance." 

PLAN OF FINANCE 

The proceeds of the 2016 Series C Bonds will be applied to (i) refund the Refunded Commercial Paper 
Notes, (ii) finance and refinance a portion of the design, acquisition and construction of various capital projects in 
furtherance of the SFPUC's WSIP, (iii) pay interest on the 2016 Series C Bonds through 1, __, and 
(iv) pay the costs of issuance of the 2016 Series C Bonds. The Refunded Commercial Paper Notes will be paid on 
or before , 2016. 

The SFPUC anticipates that it will issue the 2016 Series AB Bonds on , 2016*, in an 
aggregate principal amount of$ •, to refund all or a portion of the SFPUC's outstanding San 
Francisco Water Revenue Bonds, 2006 Refunding Series B, 2006 Refunding Series C, 2009 Series A, 2009 
Series B, 2010 Series ABC, Sub-Series A, and 2010 Series PG, Sub-Series F. 

•Preliminary, subject to change. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The proceeds of the 2016 Series C Bonds are expected to be applied as follows: 

Sources of Funds 
Par Amount $ 
[Plus Net Original Issue Premium] [Less Net Original Issue 
Discount] 

Total Sources $ 

Uses of Funds 
Refunding of Refunded Commercial Paper Notes $ 
Deposit to 2006 Series C Project Fund 
Capitalized Interest Account 
Underwriter's Discount 
Costs oflssuance<1l 

Total Uses $ 
~~~~~~~~= 

(!) The costs of issuance include amounts for legal fees, Trustee fees, municipal advisor fees, rating agency fees, 
printing costs, and other issuance costs relating to the issuance of the 2016 Series C Bonds. 

SECURITY FOR THE BONDS 

Pledge of Revenues 

General. Under the Indenture, the SFPUC has irrevocably pledged the Revenues of the Water Enterprise 
and all Refundable Credits received by the SFPUC to the punctual payment of principal of, and premium, if any, and 
interest on the Bonds, including the 2016 Series C Bonds, the Outstanding Bonds described below (see 
"OBLIGATIONS PAYABLE FROM REVENUES - Outstanding Parity Revenue Bonds"), and any Additional 
Series of Bonds. This pledge is subject to the allocation of funds provided in the Indenture, as described below. See 
"-Flow ofFunds'." 

Pursuant to Section 5451 of the California Government Code, the pledge of, lien on and security interest in 
Revenues and certain other funds granted by the Indenture is valid and binding in accordance with the terms thereof 
from the time of issuance of the 2016 Series C Bonds without any further action by the SFPUC; the Revenues and 
such other funds shall be immediately subject to such pledge; and such pledge shall constitute a lien and security 
interest which shall immediately attach to such Revenues and other funds and shall 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. 

Limited Obligation. THE SFPUC IS NOT OBLIGATED TO PAY THE PRINCIPAL OF, OR 
PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES C BONDS EXCEPT FROM REVENUES. THE 
SFPUC HAS NO TAXING POWER. THE GENERAL FUND OF THE CITY IS NOT LIABLE FOR THE 
PAYMENT OF THE PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES C 
BONDS, AND NEITHER THE CREDIT NOR THE TAXING POWER OF THE CITY IS PLEDGED TO THE 
PAYMENT OF THE PRINCIPAL OF, OR PREMIUM, IF ANY, OR INTEREST ON THE 2016 SERIES C 
BONDS. THE 2016 SERIES C 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. 

Water Enterprise. The Indenture defines "Enterprise" (referred to in this Official Statement as the 
"Water Enterprise") as the whole and each and every part of the municipal water supply, storage and distribution 
system of the SFPUC, located partially within and partially outside of the City, including all of the presently existing 
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municipal water system of the City and all additions, betterments and extensions to that water system. The Water 
Enterprise is defined to exclude any water supply, storage or distribution facilities under the jurisdiction of the Retch 
Hetchy Water and Power Project ("Hetch Hetchy Water and Power"), which consists of upcountry water supply 
and power generating facilities, including the Power Enterprise, all of which are also under the jurisdiction of the 
SFPUC. See "THE PUBLIC UTILITIES COMMISSION - General" and "-Organization, Purposes and Powers." 

Revenues. The Indenture defines "Revenues" as all gross revenues of the Water Enterprise, including all 
charges received for and all other income and receipts derived by the SFPUC or the City from the operation of the 
Water Enterprise, or arising from the Water Enterprise, including water connection and installation charges. 

The term "Revenues" also includes all interest, profits or other income derived from the deposit or 
investment of any moneys in any fund or account established under the Indenture (excluding any Rebate Fund and 
any escrow fund pledged for the payment of defeased bonds) or in any fund or account of the Water Enterprise and 
legally available to pay Debt Service on the Bonds, and any other moneys, proceeds and other amounts (excluding, 
without limitation, those listed in (1) through (10) below) that the SFPUC determines should be "Revenues" under 
the Indenture. 

However, the term "Revenues" excludes the following: 

(1) any money received by or for the account of the City or.the SFPUC from the levy or collection of 
taxes; 

(2) moneys received from the State of California (the "State") and the United States of America and 
required to be deposited in restricted funds; 

(3) refundable deposits made to establish credit; 

(4) advances and contributions made to the SFPUC or the City to be applied.to construction; 

(5) moneys required to be paid to the State and the United States of America pursuant to agreements 
with the City or the SFPUC; 

(6) moneys received from insurance proceeds or the sale of or upon the taking by or under the threat 
of eminent domain of all or any part of the Water Enterprise; 

(7) proceeds from Bonds issued by the SFPUC or proceeds from loans obtained by the SFPUC; 

(8) moneys or securities received by the City or the SFPUC as gifts or grants, the use of which is 
restricted by the donor or granter; 

(9) sewer service fees or charges; and 

(10) any surcharge imposed by, or upon the direction of any joint powers agency or other governmental 
entity, other than the SFPUC, the City or any department or agency of the City, whether or not. 
collected by the SFPUC, the City or any department or agency of the City, for the purpose of 
financing improvements to the facilities comprising the Water Enterprise. 

Refundable Credits. The Indenture defines "Refundable Credits" as (a) with respect to a Series of Bonds 
issued as Build America Bonds under Section 54AA of the Code, the amounts which are payable by the Federal 
government under Section 6431 of the Code, which the SFPUC has elected to receive under Section 54AA(g)(l) of 
the Code, and (b) with respect to a Series of Bonds issued as Build America Bonds under any other provisions of the 
Code that creates, in the determination of the SFPUC, a substantially similar direct-pay subsidy program, the 
amounts which are payable by the Federal government under the applicable provisions of the Code, which the 
SFPUC has elected to receive under the applicable provisions of the Code. Refundable Credits are not included in 
the calculation of Revenues for any purpose under the Indenture. 
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Flow of Funds 

Deposits to Revenue Fund and Interest Fund. In accordance with the Charter, but subject to the budget 
and fiscal provisions of the Charter, the entire gross revenue of the Water Enterprise will be deposited into the 
Revenue Fund held by the Treasurer of the City (the "Treasurer"). The Treasurer will hold the amounts in the 
Revenue Fund separate from all other City funds. 

The SFPUC will transfer to the Trustee for deposit into the Interest Fund all Refundable Credits received 
. by the SFPUC. 

Application of Revenue Fund. The Treasurer will pay over to the Trustee all moneys in the Revenue 
Fund; after paying operation and maintenance expenses and making required deposits into pens.ions or other funds 
established with respect to SFPUC employees (as required by the Indenture), to the extent necessary to make the 
following deposits: 

Interest. First, on or before the fifth Business Day preceding each subsequent inter.est payment 
date, the Treasurer is required to pay to the Trustee for deposit in the Interest Fund an amount equal to the 
sum of the following: 

(1) The amount of interest becoming due and payable on the Outstanding Bonds of such 
Series that are Current Interest Bonds (except for Bonds constituting Variable Rate 
Indebtedness) on such interest payment date (less any amounts on deposit in such fund, 
including, but not limited to, Refundable Credits available to pay such interest, but 
excluding amounts on deposit which are reserved as capitalized interest to pay interest 
during any subsequent period); and · 

{2) 110% of the estimated aggregate amount of interest due on such interest payment date on 
the Outstanding Variable Rate Indebtedness. However, the amount required to be 
deposited to the Interest Fund for any period may be reduced by the amount by which the 
deposit in the prior period for interest estimated to accrue on Outstanding Bonds if such 
Series that are Variable Rate Indebtedness exceeded the actual amount of interest accrued 
during that period. Also, the amount required to be deposited into the Interest Fund for 
any period will be increased by the amount by which the deposit in the prior period for 
interest estimated to accrue on Outstanding Variable Rate Indebtedness was less than the 
actual amount of interest accruing during that period. Finally, the amount required to be 
deposited into the Interest Fund for any period will be reduced by any Refundable Credits 
on deposit in the .Interest Fund and available to pay interest for such period. 

No deposit needs to be made into the Interest Fund if the amount contained in that fund is at least 
equal to the interest to become due and payable on the next interest payment date upon all Bonds that are 
Outstanding (but excluding any moneys on deposit in the Interest Fund from the proceeds of any Series of 
Bonds or other source and reserved as capitalized interest to pay interest on any interest payment dates 
following said next interest payment date). See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE - Revenues and Funds - Establishment and Maintenance of Funds 
for Revenues; Use and Withdrawal of Revenues - Interest Fund, Refundable Credits." 

Moneys in the Interest Fund will be used and withdrawn by the Trustee solely to pay the interest 
on the Bonds as it becomes due and payable (including accrued interest on any Bonds purchased or 
redeemed prior to maturity under the Indenture). 
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Principal. Second, on or before the fifth Business Day preceding each subsequent principal 
payment date, the Treasurer is required to pay to the Trustee for deposit in the Principal Fund an amount 
equal to the sum of the following: 

(1) the aggregate amount of Bond Obligation of such Series (less any amounts on deposit in 
such fund) becoming due and payable on such principal payment date, plus 

(2) the Minimum Sinking Fund Account Payments required to be made with respect to any 
Term Bonds of such Series on such principal payment date, plus 

(3) if any Letter of Credit Agreement has been entered into on parity with the Bonds, 
sufficient amounts to pay the obligations of the SFPUC under the Letter of Credit 
Agreement due on such principal payment date. 

If the amounts on deposit in the Principal Fund are insufficient to make all deposits required to be 
made with respect to any principal payment date, such amounts will be applied on a Proportionate Basis 
and in such proportion as the Serial Bonds, the Minimum Sinking Fund Payments for Term Bonds, and the 
Letter of Credit Agreement obligations shall bear to each other. See "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE - Revenues and Funds - Establishment and 
Maintenance of Funds for Revenues; Use and Withdrawal of Revenues - Principal Fund; Sinking Fund 
Accounts." 

Bond Reserve Fund. Third, in the event of any-withdrawal from any Bond Reserve Account, the 
Treasurer is required to pay to the Trustee for deposit in such Bond Reserve Account, on a pari passu basis 
with transfers to any Bond Reserve Account, on or before the fifth Business Day preceding each interest 
payment date following such withdrawal, an amount sufficient to replenish any prior withdrawal from such 
Bond Reserve Account, either in two semi-annual installments for Bond Reserve Accounts established with 
respect to fixed rate Bonds only or in equal installments over a 12-month period for Bond Reserve 
Accounts established with respect to any Variable Rate Bonds, so that the balance in such Bond Reserve 
Account is equal to the Required Reserve with respect to the applicable Series of Bonds (or such larger 
balance as may be required by any Supplemental Indenture) at the end of such 12-month period. 

If a Bond Reserve Fund Policy satisfies all or a portion of the Required Reserve and a drawing is 
made on the Bond Reserve Fund Policy, on or before the fifth Business Day prior to each interest payment 
date following such drawing, the Treasurer must pay, either in two semi-annual installments for Bond 
Reserve Accounts established with respect to fixed rate Bonds only or in equal installments over a 
12-month period for Bond Reserve Accounts established with respect to any Variable Rate Bonds, an 
amount sufficient to repay the aggregate amount of Policy Costs owing with respect to such drawing by the 
end of such 12-month period to the Reserve Provider (as defined in the Indenture) or to the Trustee (who 
will remit the payment to the Reserve Provider). See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE." 

Funds or a Bond Reserve Fund Policy on deposit in a Bond Reserve Account will be applied 
solely to the payment of the Series of Bonds to which such Bond Reserve Account relates and will not be 
available for payment for any other Series of Bonds. No Bond Reserve Account has been established with 
respect to the 2016 Series C Bonds. 
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Rate Covenants 

Sufficiency of Revenues. The SFPUC has covenanted in the Indenture that it will, at all times while any of 
the Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees· and charges in connection with the 
water, services and facilities furnished by the Water Enterprise so as to yield Revenues at least sufficient, after 
making reasonable allowances for contingencies and errors in the estimates, to pay the following amounts: 

(1) the interest on and principal of the Bonds as they become due and payable (but not including any 
interest moneys for the payment of which have been deposited in the Interest Fund from the 
proceeds of any Series of Bonds or from any other source); 

(2) all other payments required for compliance with the terms of the Indenture and of any 
Supplemental Indenture providing for the issuance of Additional Series of Bonds pursuant to the 
Indenture; 

(3) all other payments to meet any other obligations of the SFPUC which are charges, liens or 
encumbrances upon, or payable from, the Revenues; and 

(4) all current Operation and Maintenance Costs of the Enterprise (but not including such Operation 
and Maintenance Costs of the Enterprise as are scheduled to be paid by the SFPUC from moneys 
other than Revenues, such money to be clearly available for such purpose). 

Debt Service Coverage. In addition to the requirements set forth above, the Indenture provides that the 
SFPUC will, at all times while any of the Bonds remain Outstanding, establish, fix, prescribe and collect rates, fees 
and charges in connection with the water, services and facilities furnished by the Water Enterprise so as to yield Net 
Revenues for the twelve months following the date of calculation, which (together with any fund balances of the 
SFPUC or the Water Enterprise legally available for payment of Debt Service and not budgeted to be expended 
during such twelve months but excluding the Bond Reserve Fund and Rebate Fund) are equal to at least 1.25 times 
Annual Debt Service for such twelve-month period, but from such Annual Debt Service excluding any funded 
interest. 

For the purpose of calculating Maximum Annual Debt Service, Annual Debt Service, Debt Service, and 
Average Annual Debt Service, in determining the amount of interest coming due during any twelve-month period 
ending June 30 on any Series of Bonds that were issued as Build America Bonds, such amount will be reduced by an 
amount equal to the Refundable Credits the SFPUC is scheduled to receive during each such twelve-month period 
ending June 30. If the amount of Refundable .Credits received by the SFPUC for any Series of Bonds that were 
issued as Build America Bonds is reduced or not received during any twelve-month period ending June 30, SFPUC 
will calculate the amount of interest coming due for the subsequent twelve-month period ending June 30 without 
deducting an amount equal to the Refundable Credits for the purpose of calculating Annual Debt, Annual Debt 
Service, Debt Service and Average Annual Debt Service until the receipt of such Refundable Credits resumes and 
all prior deficiencies are cured. 

Net Revenues and Operation and Maintenance Costs. "Net Revenues" ~d "Operation and 
Maintenance Costs of the Enterprise" are defined as follows: 

The term "Net Revenues" is defined in the Indenture as: 

• all of the Revenues (but not including interest on investment of funds required to be deposited in said 
funds or investment earnings required to be deposited in the Improvement Fund) less 

• all Operation and Maintenance Costs of the Enterprise (but not including such Operation and 
Maintenance Costs of the Enterprise as are scheduled to be paid by.the SFPUC from moneys other 
than Revenues, such moneys to be clearly available for such purpose). 
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The Indenture defines the term "Operation and Maintenance Costs of the Enterprise" as the reasonable 
and necessary costs of operating and maintaining the Water Enterprise, calculated on sound accounting principles, 
including (among other things) salaries and wages, fees for services, costs of materials, supplies and fuel, reasonable 
expenses of management, legal fees, accounting fees, repairs and other expenses necessary to maintain and preserve 
the Water Enterprise in good repair and working order, and reasonable amounts for administration, overhead, 
insurance, taxes (if any), other similar costs, and 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 SFPUC. 

"Operation and Maintenance Costs of the Enterprise" exclude in all cases the following: 

(1) depreciation and obsolescence charges or reserves therefor, 

(2) amortization of intangibles or other bookkeeping entries of a similar nature, 

(3) costs of capital additions, replacements, betterments, extensions or improvements to the Water 
Enterprise, which under generally accepted accounting principles are chargeable to a capital 
account or to a reserve for depreciation, and 

( 4) charges for the payment of principal and interest on any general obligation bonds, revenue bonds 
or other indebtedness heretofore or hereafter issued for Water Enterprise purposes. 

See "APPENDIX A- SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Definitions." 

Bond Reserve Accounts 

No Bond Reserve Account for the 2016 Series C Bonds. The Indenture establishes the Bond Reserve 
Fund and requires the establishment of a bond reserve account (each, a "Bond Reserve Account") within the Bond 
Reserve Fund for each Series of Bonds issued under the Indenture, and requires the deposit in each Bond Reserve 
Account of an amount equal to the Required Reserve for the related Series of Bonds. Each Bond Reserve Account 
is available only for the payment of debt service on the Series of Bonds for which such Bond Reserve Account was 
established. For any Additional Series of Bonds, the Required Reserve will be the amount, if any, required to be 
deposited into the Bond Reserve Account for such Additional Series of Bonds as set forth in the Supplemental 
Indenture pursuant to which such Additional Series of Bonds is issued. See "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE- Definitions - Required Reserve." 

Pursuant to the Indenture, the Required Reserve for any Series of Bonds may be funded through a Bond 
Reserve Fund Policy, which is a policy of insurance or surety bond issued by a Municipal Bond Insurer, or a letter of 
credit issued by a Qualified Bank. 

However, pursuant to the Twenty-Third Supplemental Indenture, no Bond Reserve Account has 
been established for the 2016 Series C Bonds. The Bond Reserve Accounts established with respect to other 
Series of Bonds do not secure, and will not be available for, the 2016 Series C Bonds. 

Uses of Bond Reserve Accounts. The Trustee will use and withdraw moneys in a Bond Reserve Account 
solely to pay tl).e principal of, sinking fund account payments and interest on the related Series of Bonds if no other 
moneys are available for these purposes, or to pay or redeem all of the Bonds of such Series then Outstanding. Each 
such Bond Reserve Account will be applied solely to the payment of .debt service on the Series of Bonds for which 
such Bond Reserve Account was established and will not be available for the payment of any other Series of Bonds. 

So long as the SFPUC is not in default under the Indenture, and in each Bond Reserve Account there is a 
balance equal to the Required Reserve for the related Series of Bonds, the Trustee will withdraw any amount in a 
Bond Reserve Account in excess of the related Required Reserve semiannually, on May 1 and November 1 of each 
year, and transfer that excess amount to the Treasurer for deposit in the Revenue Fund or, during the period of 
construction of the Project (as such term is defined in the·Indenture) or any portion thereof, the Improvement Fund. 
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Bond Reserve Account Letters of Credit. On September__, 2016 the SFPUC caused to be issued and 
delivered by MUFG Union Bank, N.A. (the "MUFG Union Bank"), a Qualified Bank, Letters of Credit constituting 
Bond Reserve Fund Policies (the "Bond Reserve Account Letters of Credit") to fund the respective Required 
Reserves for its Water Revenue Bonds, 2010 Series D, 2011 Series A, 2011 Series B, 2011 Series C, 2011 Series D, 
2012 Series A, 2012 Series B, 2012 Series C and 2012 Series D (the "Secured Series of Bonds"). The SFPUC and 
MUFG Union Bank entered into a credit agreement (a "Credit Agreement") with respect to each Bond Reserve 
Account Letter of Credit. The delivery of the Bond Reserve Account Letters of Credit allowed the release of 
$ in aggregate principal amount from the Bond Reserve Accounts. Released amounts will be used by 
the SFPUC to finance capital costs. 

The Bond Reserve Account Letters of Credit will not secure the 2016 Series C Bonds. 

The Bond Reserve Account Letters of Credit have a stated term of approximately six years and are subject 
to earlier termination upon the occurrence of certain events. The SFPUC anticipates that the Secured Series of 
Bonds will be refunded prior to the termination of the Bond Reserve Account Letters of Credit with Bonds for which 
no Bond Reserve Account will be r.equired to be funded. Were a Secured Series of Bonds to remain Outstanding 
upon the termination of the related Bond Reserve Account Letter of Credit and the SFPUC were unable to deliver 
either a replacement Bond Reserve Fund Policy or cash in the amount of the Required Reserve, the related Bond 
Reserve Account would be funded with a draw on the related Bond Reserve Account Letter of Credit and the 
SFPUC would be obligated pursuant to the related Credit Agreement to reimburse MUFG Union Bank for the 
amount of such draw. The SFPUC's reimbursement obligation would be payable on a basis subordinate to the 
payment of principal and interest on the Bonds. 

Additional Series of Bonds 

Additional Series of Bonds Test in the Indenture. The Indenture provides that Additional Series of Bonds 
secured by Revenues on parity with the Outstanding Bonds and the 2016 Series C Bonds may be issued if certain 
conditions are met, including the SFPUC's delivery to the Trustee of the following documents (among others): 

(1) A certificate of the SFPUC setting forth the following: 

(a) Net Revenues for any period of twelve consecutive calendar months out of the eighteen 
calendar months next preceding the authentication and delivery of the Additional Series 
of Bonds, and 

(b) the Debt Service for such 12-month period, and demonstrating that for such 12-ni.onth 
period Net Revenues equaled at least 1.25 times the Debt Service. 

(2) If any portion of the proceeds of such Additional Series of Bonds is to be used to finance 
construction, a certificate of the Consulting Engineers setting forth: 

(a) 

(b) 

the estimated date of completion for the portion of the Project for which such Additional 
Series of Bonds is being issued and for any other uncompleted. portion of the Project, and 

an estimate of the cost of construction of such portion of the Project and of any other 
uncompleted portion of the Project. 

(3) A written report of a Qualified Independent Consultant setting forth estimates for each of the next 
three Fiscal Years of: 

(a) Revenues, 

(b) Operation and Maintenance Costs of the Enterprise, and 

(c) Net Revenues. 
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If any portion of the proceeds of such Additional Series of Bonds is to be used to finance construction, the 
estimate will be made for the three Fiscal Years following the Fiscal Year in which the Consulting Engineers 
estimate such portion of the Project will be completed. 

(4) A certificate of the SFPUC setting forth the following: 

(a) the estimates of Net Revenues provided by the Qualified Independent Consultant 
pursuant to paragraph (3) above for each of such three Fiscal Years, and 

(b) the Annual Debt Service for such three Fiscal Years (including estimated Annual Debt 
Service for future Additional Series of Bonds, if any), that will be required to complete 
payment of any uncompleted portion of the Project (based o.n the estimate of the 
Consulting Engineers), which certificate demonstrates that the estimated Net Revenues in 
each of such three Fiscal Years is at least equal to 1.25 times the Annual Debt Service for 
the corresponding Fiscal Year. 

Such certificate may anticipate projected rates not yet enacted and may include with Revenues for 
any 12-month period any fund balances of the SFPUC or the Water Enterprise legally available for 
payment of Debt Service and not budgeted to be expended during such twelve months but 
excluding the Bond Reserve Fund and Rebate Fund. 

All certificates and written reports will be based upon the actual interest rate or rates determined at the time 
the Additional Series of Bonds are sold. 

Issuance of Additional Series of Bonds with Consent of Bond Owners and Credit Provider. The 
Indenture also provides that Additional Series of Bonds may be issued without compliance with any of the 
requirements described above with the written consent of Owners of a majority of the aggregate Bond Obligations of 
Bonds Outstanding and any Credit Provider, if applicable. See "APPENDIX A - SUMMARY OF CERTAIN 
PROVISIONS OF THE INDENTURE." Any Additional Series of Bonds issued under this provision. would, 
however, be subject to the requirements for issuing revenue bonds under the Charter. See "OBLIGATIONS 
PAYABLE FROM REVENUES -Authority for Issuance of Revenue Bonds and Other Obligations Payable from 
Revenues." 

Refunding Bonds 

Indenture Requirements. The Indenture provides that Additional Series of Bonds may be issued to refund 
any Bonds, including the 2016 Series C Bonds, without meeting the test for the issuance of Additional Series of 
Bonds described above, if the SFPUC delivers. to the Trustee (among other documents) a certificate of an · 
Independent Certified Public Accountant to the effect that the Average Annual Debt Service for the Additional 
Series of Bonds will be equal to or less than the Average Annual Debt Service on the Bonds to be refunded. 

City Charter Requirements. The Charter allows refunding bonds to be issued without voter approval if 
such refunding results in net debt service savings on a present value basis, calculated as provided by ordinance. 

Other Parity Obligations; Subordinate Obligations; Obligations Not Payable from Revenues 

The Indenture permits the SFPUC to incur obligations payable from Revenues and Refundable Credits on a 
parity with the payment of principal of and interest on the Bonds upon satisfaction of the requirements set forth in 
the Indenture. See "SECURITY FOR THE BONDS -Additional Series ofBonds." 

The Indenture permits the SFPUC to authorize and issue 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 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 -PAY ABLE FROM REVENUES - Subordinate Debt 
and Commercial Paper" and "OBLIGATIONS PAY ABLE FROM REVENUES - State and Federal Loans". 
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Investments 

The Indenture provides that moneys in all funds and accounts held by the Trustee under the Indenture shall 
be invested upon receipt in time or demand deposits (including certificates of deposit) in any bank or trust company 
(including the Trustee) authorized to accept deposits of public funds, and may be invested in Permitted Investments 
as directed by the SFPUC, and all accounts funds and accounts held by the Treasurer shall be invested in Legal 
Investments. "Legal Investments" means any bonds, notes, certificates of indebtedness, bills, acceptances or other 
securities in which the Treasurer may legally invest the SFPUC's funds. For information 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 Obligations Payable from Revenues 

City Charter. The Charter authorizes the SFPUC to issue revenue bonds and commercial paper notes and 
to incur other obligations payable from or secured by a pledge of Revenues. The Charter requires voter approval of 
revenue bonds issued by the SFPUC unless a specific exception to the voter approval requirement applies. See "
Reconstruction or Replacement of Existing Facilities; Refunding Bonds." 

Proposition A. On November 5, 2002, voters of the City approved Proposition A ("Proposition A"), 
specifically authorizing the issuance of up to $1.628 billion of revenue bonds for the purpose of funding the 
SFPUC's Water Enterprise capital improvement program. The SFPUC has previously issued $1.348 billion 
aggregate principal amount of Bonds .. 

Proposition E. Section 8B.124 of the Charter, enacted by voters of the City on November 5, 2002 as 
Proposition E, authorizes the SFPUC to issue revenue bonds, including notes, commercial paper or other forms of 
indebtedness, when authorized by ordinance approved by two-thirds vote of the Board of Supervisors, for purposes 
of reconstructing, replacing, expanding, repairing or improving water facilities or clean water facilities or 
combinations of water and clean water facilities under the jurisdiction of the SFPUC. 

Proposition E also authorizes the Board of Supervisors to take any and all actions necessary to authorize, 
issue and repay such revenue bonds, including, but not limited to, modifying schedules of rates and charges to 
provide for the payment and retirement of such revenue bonds. Issuance of such revenue bonds is subject to the 
following additional conditions set forth in Proposition E: 

(a) Certification by an independent engineer retained by the SFPUC that: 

(1) the projects to be financed by the revenue bonds, including the prioritization, cost estimates 
and scheduling, meet utility standards; and 

(2) estimated net revenue after payment of operating and· ro"ailltenance expenses will be sufficient 
to meet debt service coverage and other indenture or resolution requirements, including debt.service on the 
revenue bonds to be issued, and estimated repair and replacement costs. 

(b) Certification by the San Francisco Planning Department that facilities under the jurisdiction of the 
SFPUC funded with such bonds will comply with applicable requirements of the California Environmental Quality 
Act. . 

Any ordinance approving bonds adopted pursuant to Proposition E will become effective thirty days after 
its adoption unless it is opposed through the referendum process. Opposition may be made by filing with the Board 
of Supervisors a petition protesting the passage of that ordinance. Such petition must be signed by voters in a 
number equal to at least 10% of the votes cast for all candidates for Mayor in the last preceding general municipal 
election for Mayor. If a referendum passes, the ordinance is suspended from becoming effective. The Board of 
Supervis.ors may reconsider the ordinance. If it is not entirely repealed, the Board of Supervisors is required to 
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submit the ordinance to voters at the next general municipal or statewide election or at a special municipal election 
and it will not become effective until approved by voters at such an election. 

Reconstruction or Replacement of Existing Facilities. Section 9.107(6) of the Charter provides that no 
voter approval is required for bonds 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 SFPUC when authorized by resolution adopted by a three-fourths affirmative vote of all members of the Board 
of Supervisors. 

Refunding Bonds. Section 9.109 of the Charter authorizes the Board of Supervisors to provide for the 
issuance of bonds for the purpose ofrefunding revenue bonds without voter approval if the issuance and sale of such 
refunding bonds are expected to result in net debt service savings on a present value basis, calculated as provided by 
ordinance. 

(Remainder of Page Intentionally Left Blank) 

J 
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Outstanding Parity Revenue Bonds 

All Bonds in the table below (the "Outstanding Bonds") have been issued pursuant to the Indenture and 
secured by a pledge of Revenues on parity with the 2016 Series C Bonds. 

Series of Bonds 
Water Revenue Bonds, 

1991 Series A 
Water Revenue Bonds, 

2006 Refunding Series B(2) 

Water Revenue Bonds, 
2006 Refunding Series c<2l 

Water Revenue Bonds, 
2009 Series A(2) 

Water Revenue Bonds, 
2009 Series B(2) 

Water Revenue Bonds, 
2010 Series ABC<2l<3l<4l 

Water Revenue Bonds, 
2010 Series DE(3) 

Water Revenue Bonds, 
2010 Series FG<2l (3) 

Water Revenue Bonds, 
2011 Series ABCD 

Water Revenue Bonds, 
2012 Series ABC 

Water Revenue Bonds, 
2012 Series D (Refunding) 

Water Revenue Bonds, 
2015 Series A (Refunding) 

Total 

Purpose 
Repair and replacement of water 

facilities · 
Refund previously outstanding Bonds of 

the SFPUC 
Refund previously outstanding Bonds of 

the SFPUC 
.Water system improvements under 

Proposition A 
Water system improvements under 

Proposition A 
Water system improvements under 

Proposition E 
Water system improvements under 

Proposition E 
Water system improvements under 

Proposition E 
Water system improvements under 
. Proposition E and refund previously 

outstanding Bonds of the SFPUC 
Water system improvements under 

Proposition E and refund previously 
outstanding Bonds of the SFPUC 

Refund previously outstanding Bonds of 
the SFPUC 

Refund previously outstanding Bonds of 
the SFPUC 

(l) Issued as capital appreciation bonds. Represents full accreted value at maturity. 

Principal Amount Outstanding 
as of September 1, 2016 

$ 7,100,000(l) 

78,635,000 

24,630,000 

324,780,000 

364,655,000 

459,685,000 

430,305,000 

529,135,000 

708,545,000 

701,880,000 

24,040,000 

429,600,000 

$ 4,082,990,000 

(Z) All or a portion of the 2006 Refunding Series B Bonds, all or a portion of the 2006 Refunding Series C Bonds, all or a 
portion of the 2009 Series A Bonds, all or a portion of the 2009 Series B Bonds, all or a portion of the 2010 Sub-Series A 
Bonds, and all or a portion of the 2010 Sub-Series F Bonds are expected to be refunded by the 2016 Series AB Bonds. 

(3) The 2010 Sub-Series B, Sub-Series E, and Sub-Series G Bonds were issued as Build America Bonds. 
(4) The 2010 Sub-Series C Bonds are no longer outstanding. 

Subordinate Debt and Commercial Paper 

Commercial Paper Program. The SFPUC has established a commercial paper program to fund 
construction costs relating to capital projects. See "FINANCING OF CAPITAL IMPROVEMENTS." 

Commercial paper notes ("Commercial Paper Notes") have been authorized to be issued for the Water 
Enterprise in an aggregate principal amount not to exceed $500 million. 

The Commercial Paper Notes are secured and payable from Revenues on a basis subordinate to the 
payment of debt service on the Bonds. 

The Commercial Paper Notes are secured by a $200 million letter of credit from The Royal Bank of 
Canada, which expires on June 30, 2017, a $100 million liquidity facility from U.S. Bank National Association, 
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which expires on June 30, 2017, and a $200 million liquidity facility from The Bank of Tokyo Mitsubishi UFJ, Ltd., 
which expires on June 29, 2018. 

As of September 1, 2016, the SFPUC had $236 million principal amount of Commercial Paper Notes 
outstanding, all of which will be refunded by the 2016 Series C Bonds. 

State and Federal Loans 

The Water Enterprise has no outstanding loan obligations payable to the United States of America or the 
State from Revenues. The SFPUC expects, however, to enter into an Installment Sale Agreement and Grant (the 
"CWSRF Agreement") with the State Water Resources Control Board ("SWRCB") in November 2016 to finance a 
portion of the cost of the SFPUC's San Francisco Westside Recycled Water Project (the "Westside Recycled 
Water Project"), a recycled water project expected to satisfy the drought mitigation financing criteria and 
Proposition 1 grant guidelines of the SWRCB's Water Recycling Funding Program. See "CAPITAL 
IMPROVEMENT PROGRAM - Non-WSIP." The CWSRF Agreement will be entered into pursuant to the 
SWRCB 's Clean Water State Revolving Fund Loan Program. 

The CWSRF Agreement is expected to provide for a $15 million grant and a $171 million loan (the 
"CWSRF Loan"). The CWSRF Loan is expected to be a thirty year, level amortizing fixed interest rate loan 
bearing interest at a rate of 1 % per annum. The SFPUC's obligation to repay the CWSRF Loan will be payable 
from and secured by a pledge of the Revenues of the Water Enterprise on a parity with the pledge and lien of the 
Indenture securing payment of principal of and interest on the Bonds. 

Contingent Payment Obligations 

The Water Enterprise has no interest rate swaps, caps or hedges or other contingent payment obligations 
payable from Revenues. The Water Enterprise may in the future, however, incur contingent payment obligations 
payable from Revenues. Such contingent payment obligations may be payable on parity with the 2016 Series C 
Bonds if the conditions for the issuance of parity debt under the Indenture are met. See "SECURITY FOR THE 
BONDS - Additional Series of Bonds." 

Other Subordinate Obligations Payable from Revenues 

The SFPUC completed the construction of a new, 13-story office building at 525 Golden Gate Avenue in 
San Francisco to house the administrative offices of the SFPUC's three utility enterprises and moved into the 
building in July 2012. Total project costs were approximately $202 million and were financed with land sale 
proceeds, fund balances, grants and the proceeds of certificates of participation (the "2009 Golden Gate COPs"), 
representing interests in a City General Fund lease, executed and delivered in two series (one of which constitutes 
Build America Bonds) on October 7, 2009 in the aggregate principal amount bf $167,670,000. Pursuant to a 
Memorandum of Understanding between the City and the SFPUC, the SFPUC will reimburse the City General Fund 
for all debt service in conn~ction with this City financing (net of Refundable Credits received). The SFPUC 
allocates such payment obligations internally among its three utility enterprises based on percentage usage. The 
Water Enterprise has been allocated 71.4% of such obligations, payable from Revenues on a basis subordinate to the 
payment of principal of and interest on the Bonds and any parity State or federal loans. 

Revenue Bond Oversight Committee 

On November 5, 2002, the voters of the City adopted Proposition P, an ordinance that established the 
Public Utilities Revenue Bond Oversight Committee ("RBOC") to report publicly to the Mayor, the SFPUC and the 
Board of Supervisors regarding the expenditure of revenue bond proceeds on the repair, replacement, upgrading and 
expansion of the Water Enterprise, the Wastewater Enterprise and the Power Enterprise (each as defined herein). 

The RBOC has seven members appointed as follows: two by the Mayor, two by the Board of Supervisors, 
one by the City Controller, one by the Bay Area Water Users Association ("BAWUA") under the auspices of the 
Bay Area Water Supply and Conservation Agency ("BA WSCA"). The seventh member is the City's Budget 
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Analyst or his or her representative. The work of the RBOC is funded by 1/20th of 1 % of the gross. bond proceeds 
of new money revenue bond issuances or sales to the extent permitted by law. 

The RBOC's current term expires on January 1, 2019. 

The RBOC may, by majority vote of all its members, prohibit the issuance or sale of authorized SFPUC 
revenue bonds which have yet to be issu.ed or sold if, after reviewing materials provided by the SFPUC and 
conducting its own independent audit, and after consultation with the City Attorney, the RBOC determines that 
revenue bond proceeds have been or are being spent on purposes not authorized by the authorizing bond resolution 
or otherwise in a manner amounting to an illegal expenditure or illegal waste of such revenue bond proceeds. The 
SFPUC may appeal such a decision to the Board of Supervisors within thirty days. The Board of Supervisors may 
overturn such a decision by the RBOC by a two-thirds vote of all members of the Board of Supervisors with 
evidence from the SFPUC of corrective measures satisfactory to the Board or may remand the decision to the RBOC 
for further consideration. 

Debt Service Requirements 

Set forth in the following table are debt service requirements on the Outstanding Bonds, the 2016 Series 
AB Bonds, and the 2016 Series C Bonds. 

(Remainder of Page Intentionally Left Blank) 
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DEBT SERVICE REQUIREMENTS ON OUTSTANDING BONDS 

Fiscal Year 
(ending June 30) 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 
2042 
2043 
2044 
2045 
2046 
2047 
2048 
2049 
2050 
2051 

TOTAL 

Outstanding 
BondsCll <2l <3l 

2016 Series AB 
·Bonds<4l 

2016 Series C 
Principal 

(ll Includes the Outstanding Bonds. See "PLAN OF FINANCE." 
(Z) Net of capitalized interest payments. 

2016 Series C 
Interest 

<3l Calculation of interest due on Bonds shown without an offset for Refundable Credits. 
<4l Expected to be issued on or about __ , 2016. 
(5) Totals may not add due to independent rounding. 
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THE CITY AND COUNTY OF SAN FRANCISCO 

THE FOLLOWING INFORMATION IS PROVIDED FOR CONVENIENCE ONLY. THE GENERAL 
FUND OF THE CITY IS NOT LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, 
OR INTEREST ON THE 2016 SERIES C BONDS, AND NEITHER THE CREDIT NOR THE TAXING POWER 
OF THE CITY IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREJvllUM, IF ANY, OR 
INTEREST ON THE 2016 SERIES C BONDS. THE 2016 SERIES C BONDS ARE NOT SECURED BY A 
LEGAL OR EQUITABLE PLEDGE OF, OR CHARGE, LIEN, OR ENCUMBRANCE UPON, ANY OF THE 
PROPERTY OF THE CITY. 

The City is the economic and cultural center of the Bay Area and northern California. The limits of the 
City encompass over 93 square miles, of which 49 square miles are land, with the balance consisting of tide lands 
and a portion of the San Francisco Bay (the "Bay"). The City is located at the northern tip of the San Francisco 

. Peninsula, bounded by the Pacific Ocean to the west, the Bay and the San Francisco-Oakland Bay Bridge ·to the east, 
the entrance to the Bay and the Golden Gate Bridge to the north, and San Mateo County to the south. Silicon Valley 
is. about a 40-minute drive to the south, and the wine country is about an hour's drive to the north. The City's 
population iQ 2014 was 852,469 according to the United States Census Bureau. 

The San Francisco Bay Area consists of the nine counties contiguous to the Bay: Alameda, Contra Costa, 
Marin, Napa, San Francisco, San Mateo, Santa Clara, Solano and Sonoma Counties (collectively, the "Bay Area"). 
The economy of the Bay Area includes a wide range of industries, supplying local needs as well as the needs of 
national and international markets. Major business sectors in the Bay Area include retail, entertainment and the arts, 
conventions and tourism, service businesses, banking, profossional and financial services, corporate headquarters, 
international and wholesale trade, multimedia and advertising, biotechnology and higher education. 

The City is a major convention and tourist destination. According to the San Francisco Travel Association, 
a nonprofit membership organization, during the calendar year 2014, approximately 18.01 million people visited the 
City and spent an estimated $10.67 billion during their stay. The City is also a leading center for financial activity in 
the State and is the headquarters of the Twelfth Federal Resenie District, the Eleventh District Federal Home Loan 
Bank, and the San Francisco Regional Office of Thrift Supervision. 

The City benefits from a highly skilled, educated and professional labor force. The City's per-capita 
personal income of the City for fiscal year 2014-15 was an estimated $75,930 according to the City's comprehensive 
annual financial report ("CAFR"). The San Francisco Unified School District operates 16 transitional kindergarten 
schools, 72 elementary and K-8 school sites, 12 middle schools, 18 senior high schools (including two continuation 
schools and an independent study school), and 46 State-funded preschool sites, and sponsors 13 independent charter 
schools. Higher education institutions located in the City include the University of San Francisco, California State 
University - San Francisco, University of California- San Francisco (a medical school and health science. campus), 
the University of California Hastings College of the Law, the University of the Pacific's School of Dentistry, Golden 
Gate University, City College of San Francisco (a public community college), the Art Institute of California - San 
Francisco, the San Francisco Conservatory of Music, the California Culinary Academy and the Academy of Art 
University. 

San Francisco International Airport ("SFO"), located 14 miles south of downtown San Francisco in an 
unincorporated area of San Mateo County and owned and operated by the City, is the principal co_mmercial service 
airport for the Bay Area and one of the nation's principal gateways for Pacific traffic. In fiscal year 2014-15, SFO 
serviced approximately 48.2 million passengers and handled 441,797 metric tons of cargo. The City is also served 
by the Bay Area Rapid Transit District ("BART") (electric rail commuter service linking the City with the East Bay 
and the San Francisco Peninsula, including SFO), Caltrain (a conventional commuter rail line linking the City with 
the San Francisco Peninsula), and bus and ferry services between the City and residential areas to the north, east and 
south of the City. San Francisc;o Municipal Railway ("Muni"), operated by the San Francisco Municipal 
Transportation Agency (the "SFMTA"), provides bus and streetcar service within the City. The Port of San 
Francisco (the "Port"), which administers 7.5 miles of Bay waterfront held in "public trust" by the Port on behalf of 
the people of the State, promotes a balance of maritime-related commerce, fishing, recreational, industrial and 
commercial activities and natural resource protection. 
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The City is governed by a Board of Supervisors elected from eleven districts to serve four-year terms, and a 
Mayor who serves as chief executive officer, elected citywide to a four-year term. Edwin M. Lee is the 43rd and 
current Mayor of the City, having been elected to his current term by the voters of the City on November 3, 2015. 
The City's adopted budget for fiscal years 2015-16 and 2016-17 totals $8.94 billion and $8.99 billion, respectively. 
The City's General Fund portion of each year's adopted budget is $4.59 billion in fiscal year 2015-16 and 
$4.68 billion in fiscal year 2016-17, with the balance being allocated to all other funds, including enterprise fund 
departments, such as the SFMTA, SFO, the Port and the SFPUC. The City's CAFR estimates that the City 
employed approximately 30,156 full-time-equivalent employees at the end of fiscal year 2014-15. According to the 
Controller of the City, the fiscal year 2015-16 total net assessed valuation of taxable property in the City is 
approximately $194.4 billion. 

THE PUBLIC UTILITIES COMMISSION 

General 

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 Power Enterprise (which is a 
component of Retch Retchy Water and Power). The SFPUC's enterprises are operated and managed as separate 
financial entities with separate enterprise funds. 

• The Water Enterprise provides drinking water to Retail Customers in the City, to certain Retail 
Customers outside the City and to Wholesale Customers in three other Bay Area counties. 

• The Wastewater Enterprise provides wastewater and stormwater collection, treatment and disposal 
services for the City (the "Wastewater Enterprise"). · 

• Retch Retchy Water and Power operates dams (including O'Shaughnessy Dam), reservoirs (including 
Retch Retchy Reservoir), hydroelectric generation and transmission facilities and water transmission 
facilities from Retch Retchy Valley to the connection with the Water Enterprise (collectively, the 
"Hetch Hetchy Project"). In addition, Retch Retchy Water and Power provides hydroelectric, solar 
and other power for municipal and public infrastructure, services and facilities (the "Power 
Enterprise"). 

The revenues of the Wastewater Enterprise and the Power Enterprise are not available for payment of the 
principal of, premium, if any, or interest on the Bonds. See "SECURITY FOR THE BONDS- Pledge of Revenues." 

Organization, Purposes and Powers 

Water Enterprise. The SFPUC serves as the retail water supplier for the City and is responsible for water 
deliveries to residents and institutions within the City limits, as well as to a number of retail accounts outside of the 
City limits. In addition, the SFPUC sells water to 27 Wholesale Customer entities in San Mateo, Alameda and Santa 
Clara Counties under the WSA and related individual contractual agreements. Approximately 67% of the SFPUC's 
water supply is delivered to the Wholesale Customers and approximately 33% of the SFPUC's remaining water 
supply is delivered to Retail Customers. See l'THE WATER ENTERPRISE." 

Wastewater Enterprise. The Wastewater Enterprise's collection and treatment system consists of a 
combined sewer collection system conveying sewage (sanitary and stormwater flows) within the City to three water 
pollution control plants, also located within the City. Treated effluent flows are then discharged through deep-water 
outfalls into San Francisco Bay and the Pacific Ocean. The Wastewater Enterprise also currently provides sewage 
treatment service on Treasure Island pursuant to contract, and operates an onsite sewage and stormwater reclamation 
and treatment facility at the SFPUC headquarters at 525 Golden Gate Avenue. 

The revenues of the W astewater Enterprise are not "Revenues" under the Indenture and do not secure the 
payment of the principal of, premium, if any, or interest on the Bonds. See "SECURITY FOR THE BONDS -
Pledge of Revenues." 
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Hetch Hetchy - Water and Power Operations. Retch Retchy Water and Power operates the Retch Retchy 
Project, which provides water for distribution through the Water Enterprise and hydroelectric power to the Power 
Enterprise. The Power Enterprise, which is a component of the RetchRetchy Project, was created in February 2005 
as a separate system within Retch Retchy Water and Power. The Power Enterprise focuses on providing adequate 
and reliable supplies of electric power to meet the municipal requirements of the City, including power to operate 
municipal streetcars and electric buses, street and traffic lights, municipal buildings and other City facilities, 
including San Francisco International Airport. Additionally, the Power Enterprise provides power to the Modesto 

· and Turlock Irrigation Districts (collectively, the "Districts"), located in the central valley of California, and to other 
commercial customers consistent with prescribed contractual obligations and federal law. 

The revenues of the Power Enterprise are not "Revenues" under the Indenture and do not secure the 
payment of the principal of, premium, if any, or interest on the Bonds. See "SECURITY FOR THE BONDS -
Pledge of Revenues. " 

Commission Members 

Under the Charter, the SFPUC is given exclusive charge of the operation and management of all water, 
wastewater and municipal customers' energy supplies and utilities of the City as well as the real, personal and 
financial assets under the SFPUC's jurisdiction. The SFPUC is governed by the Commission. 

In June 2008, an initiative. measure amended the Charter, changing the process for Commission 
appointments, and establishing qualifications for commissioners, as follows: 

• The Commission consists of five members appointed by the Mayor, subject to confirmation by a 
majority of the Board of Supervisors. 

• Seat 1 is designated for a member with experience in environmental policy and an understanding of 
environmental justice issues. 

• Seat 2 is designated for a member with experience in ratepayer or consumer advocacy. 

• Seat 3 is designated for a member with· experience in project finance. 

• · Seat 4 is designated for a member with expertise in water systems, power systems, or public utility 
management. 

• Seat 5 is designated for an at-large member. 

• Members may be suspended by the Mayor and may be removed by a three-fourths vote of the Board of 
Supervisors for official misconduct. 

The current members of the Commission and the appointment and expiration dates of their terms are: 

Name and Title 
Francesca Vietor, President 
Anson Moran, Vice President 
Ann Moller Caen 
Vince Courtney 
Ike Kwon 

Management 

Seat 
1 
4 
3 
5 
2 

Originally Appointed 
September 2008 

July 2009 
March 1997 
January 2011 

February 2015 

Term Expires 
August 2016 
August 2018 
August 2016 
August2016 
August 2018 

Management of the SFPUC is led by the General Manager. The General Manager is appointed by the 
Mayor from candidates submitted by the Commission. Once appointed by the.Mayor, the General Manager serves 
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at the pleasure of the Commission; however, the Commission also has Charter authority to employ the General 
Manager under an individual contract. 

Brief biographies of the General Manager and principal members of the senior management of the SFPUC 
are set forth below. 

Harlan L. Kelly, Jr. Harlan L. Kelly, Jr. was appointed General Manager of the SFPUC in September 
2012. He previously served as the SFPUC's Assistant General Manager, Infrastructure, overseeing $10 billion in 
capital programs for water, sewer and power, including the $4.845 billion Water System Improvement Program, the 
$6.9 billion Sewer System Improvement Program, and the $1.0 billion Retch Hetchy System Improvement Program. 
His civil engineering career· spanning three decades includes his tenure as the City Engineer of San Francisco. At 
San Francisco Department of Public Works, he held functional and project management positions, including Interim 
General Manager, and Deputy Director of Engineering, during which he managed complex capital improvement 
programs that included the rebuild and seismic retrofit of City Hall, and expansions of convention, hospital, county 
jail, and public arts facilities. He is a licensed professional engineer, and a graduate of the University of California 
at Berkeley in Civil Engineering. He is the recipient of numerous awards, including the Silver SPUR Award from 
the San Francisco Bay Area Planning and Urban Research Association; the Eminent Engineer Award from the 
National Engineering Honor Society Tau Beta Pi; and the Heroes and Hearts Award from the San Francisco General 
Hospital Foundation for exceptional community service. He is on the Board of Directors of the National 
Association of Clean Water Agencies (NACW A), as well as the Bay Area Council. He is a member of the National 
Society of Black Engineers (NSBE). He co-founded the youth internship program Project Pull, which has been in 
continuous operation since 1995. · 

Michael Carlin. Michael Carlin is the SFPUC Deputy General Manager and Chief Operating Officer 
("COO"), reporting directly to the General Manager. He was appointed in 2009. As the Deputy General Manager 
and COO, Mr. Carlin supervises the agency's efforts in capital planning, emergency response, asset management, 
and other functions across the three business lines-water, power and wastewater. Prior to this position, Mr. Carlin 
served as the Assistant General Manager for Water where he led the effort to diversify the water supply portfolio. 
He continues in that role leading many of the environmental initiatives including addressing the impact of climate 
change on the organization. Mr. Carlin joined the SFPUC in 1996 as the Water Resources Planning Manager where 
he led the effort to develop comprehensive capital plans. That effort led to the establishment and execution of the 
Water System Improvement Program. Prior to joining the City, Mr. Carlin worked for more than a decade at the 
San Francisco Regional Water Board where he was the Planning Chief. Mr. Carlin holds a B.A. in Biology from 
San Francisco State University and an M.P.A. with an emphasis in Environmental Management from Golden Gate 
University. 

Steven R. Ritchie. Steven Ritchie is the Assistant General Manager of the Water Enterprise, responsible. 
for overseeing water system operations and planning from the Retch Hetchy Project through the Regional Water 
System to the City Distribution Division. He is also responsible for the management of the SFPUC's lands and 
natural resources. Mr. Ritchie was the Manager of Planning at the SFPUC from 1995 to 1998. Prior to his current 
assignment, he managed the South Bay Salt Pond Restoration Project, a multi-agency effort to restore 15,100 acres 
of valuable habitat in South San Francisco Bay, while providing for flood risk management and public access. In 
addition, Mr. Ritchie has worked at management positions at the San Francisco Bay Regional Water Quality Control 
Board (1987-1995), the CalFed Bay-Delta Program (1998-2000), and URS consultants (2000-2004). He has a B.S. 
and M.S. in Civil Engineering from Stanford University. 

Eric L. Sandler. Eric L. Sandler is Assistant General Manager, Business Services and Chief Financial 
Officer and is responsible for managing a range of internal and external service functions of the SFPUC including 
Finance, Customer Service, Information Technology, and Assurance and Internal Controls. Appointed in 2015, he 
has over 25 years of experience in municipal and infrastructure financing and over 15 years of experience in public 
utility management. Prior to joining the SFPUC, he served as Director of Finance/Treasurer for the East Bay 
Municipal Utility District, Director of Finance/Treasurer for the San Diego County Water Authority and Director of 
Financial Planning for the SFPUC. Before joining public service, Mr. Sandler worked in several infrastructure 
finance positions including renewable energy project finance and municipal investment banking. Mr. Sandler serves 
on boards and committees of various industry organizations including the Association of California Water Agencies 
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and the National Association of Clean Water Agencies. He has a Bachelor's degree in Biology from Stanford 
University and a Master's degree in Business Administration from the University of California, Berkeley. 

Juliet Ellis. Juliet Ellis is the Assistant General Manager for External Affairs at the SFPUC. Prior to 
joining the SFPUC as an Assistant General Manager, Juliet served as a Commissioner for two years. Juliet now 
oversees the implementation of Environmental Justice and Community Benefits policies as Assistant General 
Manager, along with the Policy and Government Affairs, Communications, and Sustainability Planning teams 
within the SFPUC. Juliet also oversees the SFPUC's national partnerships with other public utilities with the goal 
of scaling community benefits programs within the public·sector. Before joining the SFPUC, Juliet spent nine years 
as the Executive Director of Urban Habitat, a regional social and environmental justice organization. She also 
served as the Associate Program Officer for Neighborhood and Community Development at The San Francisco 
Foundation. Juliet received her Masters of Science in Business Administration at San Francisco State University 
with an emphasis in Environmental and Urban Studies. 

Barbara Hale. Barbara Hale is Assistant General Manager of the Power Enterprise. Ms. Hale oversees the 
Power Enterprise, including Power Retail Services, Utilities Services, Regulatory Affairs, Infrastructure 
Development and Power Purchasing and Scheduling. She is responsible for the development of a strategic business 
plan for the organization, setting out priorities, objectives, schedules and policy issues. Ms. Hale oversees all 
power-related inter governmental relations, works directly with the Commission on policy and capital matters, and 
provides direction and leadership to a multi-discipline staff at remote and downtown locations. Ms. Hale·provides 
strategic advice on energy policy matters to the General Manager and manages a staff responsible for developing 
specific energy efficiency projects and renewable and other advanced sources of electrical generation. Ms. Hale 
also acts as liaison between the SFPUC and State and federal agencies responsible for energy policy, such as the 
California Public Utilities Commission, the California Energy Commission, the California Power Authority, the 
Federal Energy Regulatory Commission, and the United States Department of Energy. Ms. Hale graduated cum 
laude from San Francisco State University with a B.A. in Economics, receiving special recognition for high 
achievement with the Department Horrors Award. Ms. Hale has pursued extensive graduate coursework in Applied 
Economics. 

Kathy How. Kathy How is Assistant General Manager oflnfrastructure, responsible for capital programs 
and projects implementation for SFPUC facilities, including the Water System Improvement Program, Sewer 
System Improvement Program and the Hetchy System Improvement Program. Prior to this position, Ms. How was 
Deputy AGM for Project Delivery, and was responsible for managing engineering design, construction 
management, and environmental review for all capital projects, whether in-house or consultant designed. Prior to 
joining the SFPUC in 2003, Ms. How was Assistant City Engineer at the Department of Public Works overseeing 
project management, architectural and engineering design .and construction management for projects in the Seismic 
Safety bond programs, and Program Director for the Marina Yacht Harbor Renovations at the Recreation and Park 
Department. She joined the SFPUC to. work on initiating program environmental review, development of program 
goals and objectives for the Water System Improvement Program, and implementation of projects. She is a licensed 
professional civil engineer in California, and holds a degree in Civil Engineering from the University of California, 
Berkeley. 

Tommy T. Moala. Tommy T. Moala is the Assist!\nt General Manager of the Wastewater Enterprise which 
protects public health and safety and the environment through the collection and treatment of wastewater and 
stormwater. Mr. Moala oversees operations, maintenance, facility improvements and regulatory compliance for the 
City's three wastewater treatment plants, 993-mile long collection system and Treasure Island facilities. A former 
Naval Propulsion Engineer, Mr. Moala has more than 15 years' experience in managing wastewater systems. He 
began his 26-year career with the SFPUC as a Stationary Engineer, moving up steadily through the ranks to Senior 
Engineer, Chief Stationary Engineer and Operations Manager. A team recipient of the National Protection Agency 
0 & M Award and the National Association of Clean Water Agency Award, Mr. Moala has also received 
then-Mayor Gavin Newsom's Public Managerial Excellence Award and the SFPUC O'Shaughnessy Award for 
organizing the SFPUC Emergency Response Team dispatched to Hurricane Katrina. He is a member of the Water 
Envirollinent Federation, the California Water Environment Federation, the National Association of Clean Water 
Agencies and the American Water Works Association. 

25 
OHSUSA:765680398.3 



Employee Relations 

The wages, hours and working conditions of City employees, including employees of the SFPUC, are 
determined by collective bargaining pursuant to State.law (the Meyers-Milias-Brown Act, California Government 
Code Sections 3500-3511) and the Charter. Except for nurses arid a few hundred unrepresented employees, the 
Charter requires that bargaining impasses be resolved through final and binding arbitration conducted by a panel of 
three arbitrators. The award of the arbitration panel is final and binding unless legally challenged. Strikes by City 
employees, including employees of the SFPUC, are prohibited by the Charter. Since 1976, no City employees have 
participated in a union-authorized strike. 

The City's budget for Fiscal Year 2015-16 includes 29,053 budgeted City positions. City workers are 
represented by 37 different labor unions. The largest unions in the City are the Service Employees .International 
Union, Local 1021; the International Federation of Professional and Technical Engineers, Local 21; and the unions 
representing police, fire, deputy sheriffs and transit workers. In May 2014, the City negotiated three-year 
agreements (for Fiscal Years 2014-15 through 2016-17) with most of its labor unions. In general, the parties agreed 
to: (1) an annual wage increase schedule of 3% (October 11, 2014), 3.25% (October 10, 2015), and between 
2.25% and 3.25% depending on inflation (July 1, 2016); and (2) some structural reforms of the City's healthcare 
benefit and cost-sharing structures to rebalance required premiums between the two main health plans offered by the 
City. These changes to health contributions built on reforms agreed to by most unions during earlier negotiations. 

The SFPUC employs approximately 2,400 of the City's workers. The Charter governs the SFPUC's 
employment policies and authorizes the San Francisco Civil Service Commission to establish rules and procedures 
to implement those policies. Of the 37 labor unions representing City workers more broadly, 14 presently represent 
SFPUC employees. Most SFPUC employees collectively bargain every three years. 

Over the next five years, nearly half of the SFPUC workforce will be eligible for retirement. A new 
generation of jobs will require workers with specialized training, skills and experience, while local hiring 
requirements will need to be observed. The SFPUC's Strategic Sustainability Plan includes indicators for employee 
training and development. The SFPUC also provides ethics training, diversity training, management training, 
.environmental management system training, as well as fraud prevention and awareness training. 

(Remainder of Page Intentionally Left Blank) 
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The following table summarizes the number of SFPUC and Water Enterprise employees covered by 
collective bargaining agreements as of July 1, 2016, each of which expire on June 30, 2017. 

TABLE! 
COLLECTIVE BARGAINING AGREEMENTS 

Employee Bargaining Unit 
lnternatior).al Association of Machinists, Lodge 1414 
Carpenters, Local 22 
International Brotherhood of Electrical Workers, Local 6 
Laborers, Local 261 
San Francisco Association of Personnel Professionals, Local 21 
Municipal Executives Association 
Operating Engineers, Local 3 
Plumbers, Local 38 
International Federation of Professional and Technical Engineers, Local 21 
Service Employees International Union, Local 1021 
San Francisco City Workers United 
Stationary Engineers, Local 39 
Teamsters, Local 856 
Teamsters, Local 853 
Transport Workers Union Local 250-A, Automotive Service Workers 
Unrepresented Employees(3) 

Total 

SFPUC 
Full-Time 
Equivalent 

Employment<1> 

47 
20 

127 
152 

38 
157 
22 

224 
925 
327 

14 
317 

1 
39 
6 
1 

2,417 

Water 
Enterprise 
Full-Time 
Equivalent 

Employment<1l 

30 
13 
30 
85 
4 

33 
17 

157 
186.27(2) 

85 
5 

91 
0 

19 
4 
0 

759.27 

(I) Represents budgeted numbers as ofJuly 1, 2016. Actual full-time equivalent employment totals will differ from the number 
of positions budgeted by the SFPUC for a variety of reasons, including certain requirements in the respective collective 
bargaining agreements. 

(J) Includes partial positions. 
(Z) Not covered by a collective bargaining agreement. 
Source: SFPUC. 

Employee Benefit Plans 

Retirement System Plan Description. The SFPUC participates in the City's single employer defined 
benefit retirement plan (the "Plan") which is administered by the San Francisco City and County Employees' 
Retirement System (the "Retirement System" or "SFERS"). The Plan covers substantially all full time employees 
of the SFPUC along with other employees of the City. The Plan provides basic service retirement, disability, and 
death benefits based on specified percentages of final average salary and provides cost-of-living adjustments after 
retirement. The Plan also provides pension continuation benefits to qualified survivors. The Charter and City 
Administrative Code are the authorities that establish and amend the benefit provisions and employer obligations of 
the Plan. Funding requirements relating to the SFPUC are described below in "- Retirement System Funding 
Policy." 

The Retirement System is administered by a Retirement Board (the "Retirement Board") consisting of 
seven members, three appointed by the Mayor, three elected from among the members of the Retjrement System, at 
least two of whom must be actively employed, and a member of the.Board of Supervisors appointed by the President 
of the Board of Supervisors. To aid in the administration of the Retirement System, the Retirement Board appoints 
an Executive Director and an Actuary. The Executive Director serves as chief executive officer, with resporisibility 
extending to all divisions of the Retirement System. The Actuary's responsibilities include the production of data 
and a summary of plan provisions for the independent consulting actuarial firm retained by the Retirement Board to 
prepare an annual valuation report and other analyses as described.below. The independent consulting actuarial firm 
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is currently Cheiron, Inc., a nationally recognized firm selected by the Retirement Board pursuant to a competitive 
process. 

In response to an application filed by the Retirement System, the Internal Revenue Service ("IRS") issued a 
favorable Determination Letter for SFERS in March 2012. Issuance of a Determination Letter .constitutes a finding 
by the IRS that operation of the defined benefit plan in accordance with the plan provisions and documents disclosed 
in the application qualifies the plan for federal tax exempt status. The favorable Determination Letter included IRS 
review of all SFERS provisions, including Proposition C. . See "- Pension and Healthcare Costs Reforms -
Proposition C." 

Plan Financial Reports and Funded Status. The Retirement System issues a publicly available financial 
report that includes financial statements and required supplementary information for the Plan. That report may be 
obtained by writing to the San Francisco City and County Employees' Retirement System, 30 Van· Ness Avenue, 
Suite 3000, San Francisco, CA 94102, or by calling (415) 487-7020. 

The funded status of the Plan as of July 1, 2015 (the most recent date for which information is available) 
was as follows: 

TABLE2 
RETIREMENT PLAN FUNDED STATUS 

(AS OF JULY 1, 2015) 

Actuarial Liability 
Actuarial Value of Assets 
Unfunded Actuarial Liability 
Funded Status (assets/liabilities) 

($000,000s) 
$22,970.9 

19,653.3 
3,317.6 

85.6% 

Source: SFERS. 

The Retirement System discloses accounting and financial reporting information under GASB Statement 
No. 67 (first implemented by the Retirement System in Fiscal Year 2013-14) and the City reports accounting and 
financial information about the Retirement System under GASB Statement No. 68 (first implemented by the City in 
Fiscal Year 2014-15). The accounting statements separated retirement system financial reporting from retirement 
system funding and required certain additional information in the notes to the City's financial statements. In 
general, the City's funding of its pension obligations is not affected by the changes to its reporting requirements 
under GASB Statement No. 68, though such changes did result in changes to the SFPUC's reported salary and 
working capital costs. See "IDSTOR!CAL OPERA TING RESULTS - Summary of Historical Operating Results 
and Debt Service Coverage." 

Retirement System Funding Policy. Contributions to the basic Plan are made by both the SFPUC and its 
employees. Employee contributions are mandatory. Employee contribution rates are approved through collective 
bargaining and vary by union and employment category. For F.iscal Years 2013-14 and 2014-15, the SFPUC's 
employee contribution rates varied from 7.5% to 13.0% as a percentage of gross covered salary. For Fiscal Year 
2014-15, most employee groups agreed through collective bargaining that employees would contribute the full 
amount of the employee contribution on a pretax basis. 

The SFPUC is required to contribute at an actuarially determined rate and allocates the applicable portions 
of such contribution to the separate enterprises, including the Water Enterprise. For the prior three Fiscal Years, the 
Water Enterprise has paid 100% of its required contributions. The contributions by the Water Enterprise required 
for Fiscal Years 2012-13 through 2016-17 are summarized in the following table. 
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TABLE3 
WATER ENTERPRISE RETIREMENT'PLAN CONTRIBUTIONS 

Fiscal Year 
2012-13 
2013-14 
2014-15 
2015-16 
2016-17(l) 

Actuarially Determined 
Rate as a Percentage of 

Covered Payroll 
20.7% 
24.8 
26.8 
22.8 
21.4 

(l) Based on Budget for Fiscal Year 2016-17. 

Contribution 
(OOOs) 

$21,606 
25,406 
27,506' 
23,594 
21,574 

Percent of 
Required 

Contribution 
100% 
100 
100 
100 
100 

Source: SFERS July 1, 2015 Actuarial Valuation Report (produced by Cheiron February 6, 2016); SFPUC. 

The annual actuarial valuation of the Retirement System is a joint effort of the Retirement System and its 
independent consulting actuarial firm. The Charter prescribes certain actuarial methods and amortization periods to 
be used by the Retirement System in preparing the actuarial valuation. The Retirement Board adopts the economic 
and demographic assumptions used in the annual valuations. Demographic· assumptions such as retirement, 
termination and disability rates are based upon periodic demographic studies performed by the consulting actuarial 
firm approximately every five years. Economic assumptions are reviewed each year by the Retirement Board after 
receiving an economic experience analysis from the consulting actuarial firm. 

At the January 2015 Retirement Board meeting, the consulting actuarial firm recommended that the 
Retirement Board adopt the following economic assumptions for the July 1, 2014 actuarial valuation: long-term 
investment earnings assumption of 7.50%, long-term wage inflation assumption of 3.75% and long-term consumer 
price index assumption of 3.25%. After consideration of the analysis and recommendation, the Retirement Board 
voted to adopt these recommended assumptions. At the November 2015 Retirement Board meeting, the Retirement 
Board voted to continue these economic assumptions with no changes for the July 1, 2015 actuarial valuation 
following the recommendation of the ·consulting actuarial firm. The Retirement Board also voted to update 
demographic assumptions, including mortality, after review of a new demographic assumptions study by the 
consulting actuarial firm. 

Upon receipt of the consulting actuarial firm's valuation report, Retirement System staff provides a 
recommendation to the Retirement Board for their acceptance of the consulting actuary's vafoation report. In 
connection with such acceptance, the Retirement Board acts to set the annual employer contribution rates required 
by the Retirement System as. determined by the consulting actuarial firm and approved by the Retirement Board. 
This process is mandated by the Charter. · 

Pursuant to the Charter, the consulting actuarial firm and the Retirement Board set the actuarially required 
·employer contribution rate using three related calculations: 

First, the normal cost is established for the Retirement System. The normal cost of the Retirement 
System represents the portion of the actuarial present value of benefits that SFERS will be expected to fund 
that is attributable to a current year's employment. The Retirement System uses the entry age normal cost 
method, which is an actuarial method' of calculating the anticipated cost of pension liabilities, designed to 
fund promised benefits over the working careers of the Retirement System members. 

Second, the contribution calculation takes account of the amortization of a portion of the amount 
by which the actuarial accrued liability of the Retirement System exceeds the actuarial value of Retirement 
System assets, such amount being known as an "unfunded actuarial accrued liability" or "UAAL." The 
UAAL can be thought of as a snapshot of the funding of benefits as of the valuation date. There are a 
number of assumptions and calculation methods that bear on each side of this asset-liability comparison. 
On the asset side, the actuarial value of Retirement System assets is calculated using a five-year smoothing 
technique, so that gains or losses in asset value are recognized over that longer period rather than in the 
immediate time period such gain or lo'Ss is identified. On the liability side, assumptions must be made 
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regarding future costs of pension benefits in addition to demographic assumptions regarding the Retirement 
System members including rates of disability, retirement, and death. When the actual experience of the 
Retirement System differs from the expected experience, the impacts on UAAL are called actuarial gains or 
losses. Under the Retirement Board's updated Actuarial Funding Methods Policy any such gain or loss is 
amortized over a closed 20-year period. Similarly, if the estimated liabilities change due to an update in 
any of the assumptions, the impact on UAAL is also amortized over a closed 20-year period. Prior to the 
updated Policy which became effective with the July 1, 2014 actuarial valuation, the amortization period 
for gains, losses and assumption changes was 15 years at the valuation date. 

Third, supplemental costs associated with the various SFERS benefit plans are amortized. 
Supplemental costs are additional costs resulting from the past service component of SFERS benefit 
increases. In other words, when the Charter is amended to increase benefits to some or all beneficiaries of 
the Retirement System, the Retirement System's liability is correspondingly increased in proportion to the 
amount of the new benefit associated with service time already accrued by the then-current beneficiaries. 
These supplemental costs are required to be amortized over no more than 20 years according to the Charter. 
The Retirement Board has adopted a 15-year closed period for changes to active member benefits and a 
5-year closed period for changes to inactive or retired members effective for all changes on or after July 1, 
2014. The prior Board Retirement Policy specified closed 20-year periods for all benefit changes. 

The consulting actuarial firm combines the three calculations described above to arrive at a total 
contribution requirement for funding the Retirement System in the next Fiscal Year. This total contribution amount 
is satisfied from a combination of employer and employee contributions. Employee contribution rates are mandated 
by the Charter. Sources of payment of employee contributions (i.e. in the case of the SFPUC, the SFPUC, or its 
employee) are the subject of collective bargaining agreements with each bargaining unit. As described above, most 
of the SFPUC' s employee groups have agreed through collective bargaining that employees would contribute the 
full amount of the employee contribution on a pretax basis. The employer contribution rate is established by 
Retirement Board action each year and is expressed as a percentage of salary applied to all wages covered under the 
Retirement System. 

The assumptions and calculations described above were made as of their respective dates and are subject to 
change thereafter, including, for example, as a result of a subsequent Retirement Board action to revise the· actuarial 
assumptions applied in the calculations. There is a risk that actual results will differ significantly "from such 
assumptions and calculations. 

Projected Future Contributions and Pension Costs. The new funding policies described above, favorable 
investment returns and the recognition of deferred investment gains following the large investment losses in Fiscal 
Year 2008-09, which is now fully reflected in the actuarial value of assets after a five-year smoothing period, 
resulted in a 3.96% decrease in the employer contribution rate for Fiscal Year 2015-16, from 26.76% to 22.80%. 
The City projects that SFERS employer contribution rates will increase beginning in Fiscal Year 2016-17, however. 

Health Care Benefits. Health care benefits of the SFPUC employees, retired employees and surviving 
spouses are financed by beneficiaries and by the City through the City and County of San Francisco Health Service 
System (the "Health Service System"). The Water Enterprise's annual contribution for both active and retired 
employees amounted to approximately $23,986,000 and $22,531,000 in Fiscal Years 2013-14 and 2014-15, 
respectively. Included in these amounts are $8,113,000 and $7,641,000 for 2014 and 2015, respectively, to provide 
post-retirement benefits for Water Enterprise retired employees, on a pay-as-you-go basis. 

The City has determined a Citywide Annual Required Contribution ("ARC"), interest on net other 
post-employment benefits other than pensions ("OPEB") obligation, ARC adjustment, and OPEB cost based upon 
an actuarial valuation performed in accordance with Governmental Accounting Standards Board Statement 
("GASB") No. 45, by the City's actuaries. The ARC represents a level of funding that, if paid on an ongoing basis, 
is projected to cover the normal cost of each year and any unfunded actuarial liabilities (or funding excess) 
amortized over 30 years. The City's allocation of the OPEB related costs to the SFPUC for the year ended June 30, 
2015 based upon its percentage of Citywide payroll costs is presented below. 
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The following table shows the components of the City's annual OPEB allocations for the Water Enterprise 
for the Fiscal Years 2013-14 and 2014-15, for the amount contributed to the plan, and changes in the City's net 
OPEB obligation: 

Annual required contribution 
Interest on net OPEB obligation 
Adjustment to ARC 
Annual OPEB cost (expense) 
Contribution made 
Increase in net OPEB obligation 

TABLE4 
ANNUAL OPEB OBLIGATION 

FOR FISCAL YEARS 2013-14 AND 2014-15 
(IN THOUSANDS) 

2014 
$16,473 

3,448 
(2,875) 
17,046 
(8,113) 

Net OPEB obligation - beginning of year 
Net OPEB obligation - end of year 

8,933 
85,829 

$94,762 

Source: SFPUC, Financial Services. 

2015 
$16,517 

3,759 
(3,134) 
17,142 
(7,641) 
9,501 

94,762 
$104,426 

The City issues a publicly available financial report on a City-wide level that includes the complete note 
disclosures and required supplementary information related to the City's post-retirement health care obligations. 
The report may be obtained by writing to the City and County of San Francisco, Office of the Controller, 
1 Dr. Carlton B. Goodlett Place, Room 316, San Francisco, CA 94102, or by calling (415) 554-7500. 

The City's OPEB Unfunded Actuarial Accrued Liability ("UAAL") was $3.9 billion for Fiscal Year 
2014-15. The amount allocable to the SFPUC Water Enterprise, as ofJune 30, 2015, was $188.295 million. 

Pension and Health Care Costs Reforms 

Voters implemented City employee pension and health care cost reforms in recent years to help mitigate 
future cost increases. These include the following propositions: 

Proposition B. Proposition B was a Charter amendment approved by voters in June 2008 that increased the 
years of service required to qualify for employer-funded retiree health benefits for City employees who retire under 
SFERS and were hired on or after January 10, 2009. Previously, employees became eligible to participate in the 
retirement health care system after 5 years of service and the employer paid 100% of the contribution. Beginning 
with employees hired on or after January 10, 2009, employees remain eligible to participate in the retirement health 
care system after 5 years of service, however, no employer contributions are required until 10 years of service. 
From 10 to 15 years of service, employers pay 50% of the contribution, from 15 to 20 years of service 75%, and for 
employees with 20 years or more of service, 100%. 

Proposition B also established a health care trust fund to pay for future costs relating to retiree health care. 
Employees hired on or after January 10, 2009 contribute up to 2% of their pre-tax pay, with employers contributing 
an additional 1 %, to the health care trust fund. Proposition B also increased maximum pension benefits for 
employees retiring at and after age 60 and enhances cost of living increases for pensions. 

Proposition C. Proposition C was a Charter amendment approved by voters in November 2011 that 
changed the way the City and current and future employees share in funding SFERS pension and health benefits. 

With regard to pension benefits, the base employee contribution rate remains at 7.5% for most employees 
when the City contribution rate is between 11 % and 12% of City payroll. Employees making at least $50,000 will 
pay an additional amount up to 6% of compensation when the City contribution rate is over 12% of City payroll. 
When the City contribution rate falls below 11 %, employee contributions will be decreased proportionately. 

31 
OHSUSA:765680398.3 



Proposition C .creates new retirement plans for employees hired on or after January 7, 2012 that: (1) for 
miscellaneous employees, increased the minimum retirement age to 53 with 20 years of service or 65 with 10 years; 
(2) for safety employees, kept the minimum retirement age at 50 with five years of service, but increased the age for 
maximum benefits to 58; (3) for all employees, limited covered compensation, calculated final compensation from a 
three-year average, and changed the multipliers used to calculate pension benefits; and (4) for miscellaneous 
employees, raised the age of eligibility to receive vesting allowance to 53 and reduced by half .the City's 
contribution to vesting allowances. 

With regard to health benefits, elected officials and employees hired on or before January 9, 2009, 
contribute up to 1 % of compensation toward their retiree health care, with matching contribution by the City. For 
employees or elected officials who left the City workforce before June 30, 2001, and retire after January 6, 2012, 

· Proposition C requires that the City contributions toward retiree health benefits remain at the same levels they were 
when the employee left the City workforce. 

Proposition C also limits cost-of-living adjustments for SFERS retirees; however, in 2015, the Court of 
Appeals held in a suit against the City brought by a retiree organization, Protect Our Benefits v. San Francisco 
(1 st DCA Case No. A140095), that certain changes to payment of supplemental cost of living allowances imposed by 
Proposition C could not be applied to current City employees and those who retired after November 1996 when the 
supplemental cost of living allowance provisions were originally adopted, but could be applied to SFERS members 
who retired before November 1996. On June 17, 2015, the California Supreme Court denied review of the Court of 
Appeals decision. The actuarial liabilities of the Plan increased by approximately $388 million, or 1.8%, for back 
payment of supplemental cost of living allowances payable for 2013 and 2014. · 

THE WATER ENTERPRISE 

General 

The SFPUC operates the facilities of its Water Enterprise to optimize the reliability and quality of its water 
deliveries. The SFPUC has made and will continue to make significant capital investments in the facilities of the 
Water Enterprise, designed to maximize the Water Enterprise's ability to deliver water sufficient to meet the needs 
of its customers following the occurrence of a major seismic event or during an extended period of drought. 

The SFPUC serves as the retail water supplier for the ·City and is responsible for water deliveries to 
residents and institutions within the City limits, as well as to a number ofretail accounts ·outside of the City limits. 
In addition, the SFPUC sells water to 27 Wholesale Customer entities in San Mateo, Alameda and Santa Clara 
Counties under the WSA and related individual contractual agreements. Collectively, with the exception of the 
Cordilleras Mutual Water Company, the Wholesale Customers are members ofBAWSCA, which is a publie agency 
separate and apart from the 27 Wholesale Customers. Altogether, nearly 2.6 million people rely on water supplied 
by the Water Enterprise. 

The Water Enterprise consists of over 3 89 miles of pipeline, over 7 4 miles of tunnels, 11 reservoirs, five 
pump stations, and three water treatment plants located outside of the City and over 1,235 miles of pipeline, 11 
reservoirs, eight storage tanks, 24 pump stations, eight hydropneumatic stations and 17 chlorination stations located 
within the City limit. 

The Regional Water System draws approximately 85% of its water from the Upper Tuolumne River 
Watershed, collected in Retch Hetchy Reservoir in Yosemite National Park, feeding a single aqueduct system, 
delivering water 120 miles by gravity to Bay Area reservoirs and users. The remaining water supply is drawn from 
local surface waters in the Alameda and Peninsula watersheds. 

Water Rights and Related Proceedings 

Prior to the Gold Rush in 1849, local water supplies were largely adequate to meet the needs of what is now 
San Francisco. The Spring Valley Water Company, purchased by the City in 1930, developed much of the local 
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water supplies now available to the Water Enterprise. The City's population grew rapidly after the Gold Rush to 
nearly 400,000 by the time of the Great Earthquake of 1906. 

As early as the 1880s, the City began looking to the Sierra Nevada and the Tuolumne River in what is now 
Yosemite National Park as a possible source of abundant, clean water for the City and the Bay Area. Retch Retchy 
Valley, which is located on the Tuolumne River in Yosemite National Park, was first recommended as .a reservoir 
site at the tum of the 201h century in a United States Geological Survey Study. Then San Francisco Mayor James D. 
Phelan made the first filings for water rights and reservoir rights-of-way in the Tuolumne River watershed as a 
private citizen, transferring those filings to the City in 1903. 

Following the 1906 earthquake, the City again sought water rights and reservoir rights-of-way in the 
Tuolumne River watershed and began to develop a preliminary design for the Retch Retchy System (as defined 
herein). It also entered into negotiations with the Districts to protect the Districts' existing water rights and to 
provide them a share of the hydroelectric power to be produced by Retch Retchy facilities, at cost-based rates. 

The federal Raker Act, enacted on December 19, 1913 (the "Raker Act"), grants to the City rights-of-way 
and public land use on United States government property in the Sierra Nevada to construct, operate and maintain 
reservoirs, dams, conduits and other structures necessary or incidental to developing and using water and power. It 
also imposes restrictions on the City's use of Retch Retchy Reservoir, including (among others) the requirement that 
the City recognize the prior rights of the Districts to receive water, up to specified amounts of natural daily flow, for 
direct use and storage. After twenty years of construction of dams and aqueducts, water from the Retch Retchy 
System was first delivered to the Bay Area on October 24, 1934. · 

The City holds rights of way under the Raker Act and releases water from its facilities under stipulations 
. with the United States Department of the Interior, which administers the Raker Act. The SFPUC diverts water 

under its water rights acquired under State water law, which entitle the SFPUC to appropriate in excess of 400 
million gallons per day ("mgd") from the Tuolumne River and its tributaries. 

See "-Current Water Supply Sources" and "FUTURE WATER DEMAND AND SUPPLY - Proposals to 
Restore Retch Retchy Valley." 

Current Water Supply Sources 

The Regional Water System. The Regional Water System is a complex system which supplies water from 
two primary sources: the Tuolumne River through Retch Retchy Reservoir and local runoff into Bay Area 
reservoirs in the Alameda and Peninsula watersheds. Water developed via Retch Retchy Reservoir through Retch 
Retchy facilities represents the majority of the water supply available to the SFPUC. On average, Retch Retchy 
Reservoir provides approximately 85% of the water delivered, and Bay Area reservoirs provide approximately 15% 
of the water delivered. The local watershed facilities are operated to capture local runoff for delivery. Local area 
water production is dependent on precipitation and the ability of the SFPUC to regulate watershed runoff. 

Local Groundwater. The City overlies all or part of seven groundwater basins: the Westside, Lobos, 
Marina, Downtown, Islais.Valley, South and Visitacion Valley basins. The Lobos, Marina, Downtown and South 
basins are located wholly within the City limits, while the remaining three extend south into San Mateo County. 
The portion of the W estside Basin aquifer located within the City is commonly referred to as the North W estside 
Basin. With the exception of the W estside and Lobos basins, all of the basins are generally inadequate to supply a 
significant amount of groundwater for municipal supply due to low yield. 

Early in its history, the City made significant use of local groundwater, springs, and spring-fed surface 
water. However, after the development of surface water supplies in the Peninsula and .Alameda watersheds by 
Spring Valley Water Company and the subsequent completion of Retch Retchy Reservoir and aqueduct in the 
1930's, the municipal water supply system has relied almost exclusively on surface water from local runoff, the 

. Alameda and Peninsula watersheds, and the Tuolumne River watershed. Local groundwater use, however, has 
continued in the City primarily for irrigation purposes. The San Francisco Zoo and Golden Gate Park use 
groundwater for non-potable purposes. 
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Approximately 0.4 mgd of groundwater is delivered to Castlewood Country Club from well fields operated 
by the SFPUC in Pleasanton and drawn from the Central Groundwater Sub Basin in the Livermore/Amador Valley. 
These wells are metered and have been in operation for several decades. There is no physical connection between 
the Castlewood wells and the Regional Water System. For purposes of water accounting and billing, ·these 
deliveries to Castlewood are accounted for as part of the SFPUC's Retail Customer ha.Se. 

Local Recycled Water. Current use of recycled water for these purposes in the City is less than one mgd 
and does not materially contribute to overall retail demands. The Sharp Park Recycled Water Project (0.1 mgd) and 
the Harding Park Recycled Water Project (0.2 mgd) provide recycled water for irrigating golf courses. The City 
also uses disinfected secondary-treated recycled. water from the SFPUC's Southeast Water Pollution Control Plant 
on a limited basis for wash-down operations and provides it to construction contractors, City departments, and other 
interested parties for use within the City via truck-fill station. Permitted uses include soil compaction, dust control, 
landscape irrigation, street cleaning, and sewer flushing. 

Local Water Conservation. The SFPUC is committed to demand-side management programs; the City's 
per capita water use has dropped by about one-third since 1977 in part due to these programs. The first substantial 
decrease came following the 1976-77 drought in which gross per capita water use dropped from 160 to 130 gallons 
per capita per day ("gpcd"). Despite nearly continuous growth in the City since then, water demands have remained 
lower than pre-drought levels. 

A second substantial decrease in water use within the City occurred as a result of the 1987-92 drought, 
when a new level of conservation activities resulted in further water use savings. In the current drought, gross per 
capita water use within the City decreased to 77 gpcd in Fiscal Year 2014-15, with residential water use calculated 
to be approximately 44 gpcd in Fiscal Year 2014-15, one of the lowest per-capita rates of any major urban area in 
the State, and approximately one-half of the statewide average. It is anticipated that through the continuation and 
expansion of these programs, per capita water use will continue to decrease into the future. 

The SFPUC's water conservation program offers financial incentives, services and educational assistance, 
all aimed at promoting efficient water use. The conservation program implemented by the SFPUC is based on, 
among other things, the WSIP, the California Urban Water Conservation Council's Memorandum of Understanding 
Regarding Urban Water Conservation, and the Water Conservation Act of2009 (Senate Bill X7-7). In addition, the 
conservation programs take into consideration local legislation requirements, such as the San Francisco water
efficient irrigation ordinance and residential and commercial conservation ordinances regarding indoor water use, as 
well as building code requirements, such as water efficiency requirements for municipal buildings. 

Water Supply Storage 

The amount of water available to the SFPUC's Retail Customers and Wholesale Customers is constrained 
by hydrology, physical facilities, and the institutional parameters that allocate the water supply of the Tuolumne 
River. While in most years the SFPUC receives adequate water supply to meet its demands, due to these 
constraints, the SFPUC is dependent on reservoir storage to firm up its water supplies. More importantly, reservoir 
storage provides the Regional Water System with year-to-year water supply carry-over capability. During dry years, 
the SFPUC has a small share of Tuolumne River runoff available and the local Bay Area watersheds produce little 
water. Reservoir storage is critical to the SFPUC during drought cycles since it enables the SFPUC to carry-over 
water supply from wet years to dry years. See "WATER FACILITIES- Water Storage." 

Projected Demand 

Retail Demand. Prior to 2015, the SFPUC had projected its retail demands and conservation potential 
using an end-use model that was initially developed in 2004. Projections from this model have been used in the 
2005 and 2010 updates to the SFPUC's Urban Water Management Plan ("UWMP"). For the 2015 update to the 
UWMP, the SFPUC developed a new set of models that, in addition to other factors, incorporate socioeconomic 
factors to project demands through 2040. By including socioeconomic factors, the models are able to capture a 
more complete demand picture. The new set of models relies on household and employment forecasts provided by 
the San Francisco Planning Department's Land Use Allocation ("LUA 2012"). The LUA 2012 forecasts are a 
City-specific refinement of growth forecasts from the Association of Bay Area Governments ("ABAG"), ABAG 
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Projections 2013, which reflect the growth that is assumed in ABAG's Plan Bay Area and Sustainable Communities 
Strategy Jobs-Housing Connections Scenario. · 

The water demand projections show that single family and multi-family residential water use throughout 
the retail service area is projected to increase by 45% and 18%, respectively, between 2015 and 2040. In 
comparison, the total number of San Francisco households is projected to increase by 23% during the same period. 
In the non-residential sector, non-residential water use throughout the retail service area is projected to increase 
30%, while the total number of jobs in San Francisco is projected to increase by 23%~ 

TABLES 
PROJECTED RETAIL WATER DEMAND 

(INMGD) 

2020 2025 
In-City Residential Demand 37.6 39.1 
(Single and Multiple Family) 
In-City Non-residential 28.9 28.9 
(Business/Industrial/Municipal Demands)<!) 

Subtotal - In-City Retail 66.5 68.0 

In-City Water Loss<2l 6.0 6.0 
Subtotal - In-City Losses 6.0 6.0 

Suburban Residential 0.1 0.1 
Suburban Non-residential<3l 4.4 4.4 
Groveland CSD 0.5 0.5 
Subtotal - Suburban Retail<4l 5.0 5.0 

Total - Retail Demand 77.5 79.0 

Local Water Supplies 7.0 7.1 

Net Retail Demand from Regional Water System 70.5 71.9 

(I) Includes Builders & Contractors, Docks & Shipping, and all dedicated irrigation. 
<2l Water losses include both apparent and real losses. 

2030 2035 2040 
41.8 44.5 47.3 

29.5 30.4 31.6 

71.3 74.9 78.9. 

6.0 6.0 6.0 
6.0 6.0 6.0 

0.1 0.1 0.1 
4.4 4.4 4.4 
0.5 0.5 0.5 
5.0 5.0 5.0 

82.3 85.9 89.9 

7.1 7.2 7.3 

75.2 78.7 82.6 

<3l Includes the San Francisco County Jail, San Francisco International Airport, Lawrence Livermore National Laboratory, 
Castlewood, Sunol Valley Golf Course, and other non-residential suburban or municipal accounts. 

<4l Suburban retail water losses are considered to be n!!gligible. 
Note: Amounts set forth in this· table are projections. Actual results may differ materially from these projections. See 

"FORWARD-LOOKING STATEMENTS" above. 
Source: 2015 Urban W:ater Management Plan, released.June 2016. 

Wholesale Demand. As part of the development of its Long-Term Reliable Water Supply Strategy, 
BAWSCA has updated demand projections for each of the Wholesale Customers, which BAWSCA published in its 
Final report entitled "Regional Water Demand and Conservation Projections Final Report," released in September 
2014. While some Wholesale Customers have used the Strategy projections for their individual UWI\.1P updates for 
2015, others ·are opting to use more recent projections. The most recent set of projections across all Wholesale 
Customers are provided in the SFPUC's WaterMAP, which aims to establish a water supply planning framework for 
the planning period of 2019 through 2040. The WaterMAP provides necessary information to address key water 
supply decisions. 

Water supplied by the SFPUC to the Wholesale Customers is metered. The total projected water demands 
of the Wholesale Customers, as provided in WaterMAP, are shown in Table 6. 
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In Fiscal Year 2014-15, Wholesale Customers collectively received approximately 65% of their water 
supply from the Regional Water System. Future projections indicate that between 2015 and 2040 this figure will be 
in the range of 59% to 66%. For the year 2040, water demands of the Wholesale Customers (regardless of water 
source) are projected to increase to approximately 292.3 mgd. Other water supplies available and developed by the 
Wholesale Customers, which include increased water conservation and recycling, show a net projected increase of 
about 50 mgd between 2015 and 2040. 

TABLE6 
PROJECTED WHOLESALE CUSTOMER WATER DEMAND AND SUPPLIES 

(INMGD) 

2020 2025 2030 2035 2040 
Wholesale Customer Purchases 162.2 168.0 172.0 176.7 179.8 
from the Regional Water 
System<1) 

Other Supplies<2) 88.2 99.3 105.8 109.5 112.5 
Total Wholesale Customer Demand 250.4 267.3 277.8 286.2 292.3 

(l) This projected demand includes increased deliveries to interruptible customers San Jose and Santa Clara, as well as to 
permanent customer East Palo Alto consistent with WaterMAP. 

<2l Estimated as the difference between the Total Wholesale Customer Demand and the Wholesale Customer Purchases from 
the Regional Water System. 

Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 
See "FORWARD-LOOKING STATEMENTS" above. · 

Source: SFPUC 2040 Water Management Action Plan, draft released May 2016; BAWSCA Annual Survey Fiscal Year 
2014-15, released April 2016. 

Projected Water Demands. The following table shows projected total Regional Water System demand 
based on the information presented in Tables 5 and 6 above. The SFPUC plans to meet its contractual obligation of 
serving the Wholesale Customers Supply Assurance (as defined herein) of 184 mgd and providing 81 mgd to the 
City. In addition to the Supply Assurance, the SFPUC provides 9 mgd to San Jose and Santa Clara as interruptible 
customers. However, as·presented in the WaterMAP, San Jose and Santa Clara are requesting up to a total of 14.5 
mgd in future years, and East Palo Alto, a permanent customer, is requesting an additional 1.5 mgd above its 
Individual Supply Guarantee. 

Retail Customers(!) 
Wholesale Customers<2) 

Total System 

TABLE7 
PROJECTED TOTAL WATER DEMAND 

(INMGD) 

2020 
70.5 

162.2 
232.6 

2025 
71.9 

168.0 
239.9 

2030 
75.2 

172.0 
247.2 

2035 
78.7 

176.7 
255.4 

2040 
82.6 

179.8 
262.4 

(l) Reflects updated projections from the 2015 Urban Water Management Plan, released June 2016, and includes demands for 
local supplies in addition to Regional Water System. 

(2) Based on SFPUC 2040 Water Management Action Plan, draft released May 2016; and BAWSCA Annual Survey Fiscal 
Year 2014-15, released April 2016. This projected demand reflects Regional Water System demands only and includes 
increased deliveries to interruptible customers San Jose and Santa Clara, as well as to permanent customer East Palo Alto. 

Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 
See "FORWARD-LOOKING STATEMENTS" above. 

Source: SFPUC. 

Water Supply Reliability and Drought Planning 

The SFPUC water supply system reliability is expressed in terms of its ability to deliver water during 
droughts. Reliability is defined by the amount and frequency of water delivery reductions required to balance 
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customer demands with available supplies in droughts. The total amount of water the SFPUC has available to 
deliver to its Retail and Wholesale Customers during a defined period is dependent on several factors that include 
the amount of water that is available to SFPUC from natural runoff, the amount of water in reservoir storage, 
groundwater and the amount of water that must be released from the SFPUC's system for commitments for purposes 
other than customer deliveries (such as releases below Retch Retchy reservoir tci meet Raker Act and fishery 
purposes). 

The SFPUC operates its system to optimize the reliability and quality of its water deliveries. Retch Retchy 
Reservoir operations are guided by two principal objectives: collection of Tuolumne River water runoff for 
diversion to the Bay Area; and fulfillment of the SFPUC's downstream release obligations. To ensure water supply, 
Retch Retchy Project reservoirs remain high through the early winter, until sufficient snowmelt runoff is forecasted 
at 90% certainty to fill all Tuolumne reservoirs. When the forecasted snowmelt is certain to be in excess of the fill 
volume, the reservoirs may be drawn down through power operations to increase revenue without risking water 
supply. 

Similarly, the Regional Water System Bay Area reservoirs are operated to conserve watershed runoff. As 
such, reservoirs are drawn down early in the winter period to capture storms and reduce the potential for spilling 
water out of the reservoirs. In the spring, Retch Retchy water (snowmelt) is often transferred to three of the Bay 
Area reservoirs that are capable of receiving the water so that any unused local reservoir storage is filled prior to 
July 1. 

Prior to 1976, droughts had not seriously affected the ability of the SFPUC to sustain full deliveries to its 
· customers. During a subsequent drought in 1987-92, as reservoir storage continued to decline it becaine apparent 

that continued full deliveries could not be sustained witho.ut the risk of running out of water before the drought 
ended. As a result of these experiences, to provide some level of assurance that water could be delivered 
continuously throughout a drought (although at reduced levels), the SFPUC adopted a drought planning sequence, 
.incorporating an 8.5 year drought scenario for planning purposes (based on combined number of actual drought 
years from 1976-1977 and 1986-92), and associated operating procedures that trigger different levels of water 
delivery reduction rationing relative to the volume of water actually stored in SFPUC reservoirs. Each year, during 
the snowmelt period, the SFPUC evaluates the amount of total water storage expected to occur throughout the 
Regional Water System. If this evaluation finds the projected total water storage to be less than an identified level 
sufficient to provide sustained deliveries during the drought scenario, the SFPUC may impose delivery reductions or 
rationing. 

Rationing. At current contractual obligations to deliver 184 mgd to the SFPUC's Wholesale Customers 
and 81 mgd to its Retail Customers combined with current water supplies and reservoir storages, the Regional Water 
System can be expected to experience up to a 25% shortage from 15% to 20% of the time, over multiple-year 
drought sequences. During a drought, Retail and Wholesale Customers could experience a reduction in the amount 
of water received from the Regional Water System. The amount of the reduction would be dictated by existing 
contractual agreements between the SFPUC and· the Wholesale Customers, as detailed in the existing Water 
Shortage Allocation Plan ("WSAP"). The WSAP provides specific allocations of available water between the 
Retail and Wholesale Customers collectively associated with different levels of systemwide shortage. Under the 
WSAP, specific rationing amounts applied to the Retail and Wholesale Customers will be determined by their 
subsequent shortage plans as required to remain with their share of the systemwide allocation. 

The WSAP has been carried forward in the WSA for systemwide shortages of up to 20%. For shortages in 
excess of this amount, the WSA provides that the SFPUC may allocate water in its discretion, subject to legal 
challenge by Wholesale Customers, if agreement cannot be reached regarding treatment of shortages in excess of 
20%. The WSA also includes provisions for di-ought and emergency pricing. See "FINANCIAL OPERATIONS." 

System Delivery Capability. System delivery capability is defined as the water delivery the Regional 
Water System is able to sustain over historical hydrologic conditions including multiple-year drought sequences. 
Under existing SFPUC operations policies and procedures, the SFPUC has a system delivery capability of258 mgd. 
That is, the Regional Water System is capable of sustaining a 258 mgd annual average delivery over a hydrologic 
period equivalent to that experienced from 1921 to 2002 with shortages due to drought. After completion of the 
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WSIP and development of dry-year supplies, the system delivery capability is anticipated to increase to 262 mgd. 
During non-drought years, the Regional Water System is capable of sustainably delivering 265 mgd. 

Water Supply Initiatives 

To ensure that the future water needs and contractual obligations of its Retail and Wholesale Customers 
will be met in a more reliable and sustainable manner, the SFPUC has undertaken water supply projects in the WSIP 
to improve dry-year supplies, and is looking to diversify the City's water supply portfolio through the development 
oflocal water supplies such as recycled water, groundwater, and water conservation. Projects related to these efforts 
are described briefly below. The SFPUC is also continuing its efforts to advance the use of greywater and 
stormwater recapture in San Francisco, and continues to research opportunities in areas including non-potable 
supply, direct potable reuse (purified water) and desalination. 

New Drought Supplies. The WSIP water supply program includes development of dry-year supplies for 
the Regional Water System. The WSIP Program Environmental Impact Report included an analysis of dry-year 
water supply transfers from the senior water right holders on the Tuolumne River, the Districts; a groundwater · 
conjunctive use project; and a regional desalination project. The latter two projects are described below. The 
SFPUC has had continued discussions for a 2 mgd dry-year water transfer with Modesto and Oakdale Irrigation 
Districts and is exploring opportunities throughout the San Joaquin Valley. 

Groundwater Conjunctive Use. The SFPUC, in conjunction with the City of Daly City ("Daly City"), 
California Water Service Company (South San Francisco District) ("Cal Water"), and the City of San Bruno ("San 
Bruno") approved the Groundwater Storage and Recovery Project in August 2014. The Groundwater Storage and 
Recovery Project, located in the southern portion of the Westside Groundwater Basin in northern San Mateo 
County, is designed to create a new dry-year groundwater supply that can be utilized at a rate of 8, 100 acre feet per 
year over the course of the SFPUC "design drought," which is a combination of the last two most severe historic 
droughts on record - 1987-91 and 1976-77 - with an additional 18 month dry sequence. During normal and wet 
years, the SFPUC will deliver supplemental surface water to Daly City, San Bruno, and Cal Water in place of 
groundwater pumping. Reducing such pumping in normal and wet years thereby creates "in lieu" storage that can 
be pumped in dry years. The SFPUC adopted the project following CEQA certification in August 2014. The 
project is expected to be online in Fiscal Year 2016-17. 

Desalination. The SFPUC and several other Bay Area water supply agencies are participating in a Bay 
Area Regional Reliability Partnership and Drought Contingency Planning effort, which includes the exploration of 
desalination as a means of meeting regional water needs. The Bay Area Brackish Water Treatment (Regional 
Desalination) Project could provide up to 9 mgd through a shared facility with a capacity of up to 20 mgd. Review 
of this project is ongoing alongside other potential drought supply options. 

Local Groundwater and Recycled Water Projects. The water supply projects being funded as a part of the 
WSIP illcJude groundwater and recycled water projects that will result in water supply for the Retail customers. The 
SFPUC approved the local groundwater project, the "San Francisco Groundwater Supply Project," in January 2012. 
The project includes installation of new groundwater wells to serve San Francisco retail customers with up to an 
additional 4 mgd of groundwater from the northern portion of the W estside Basin in San Francisco. The W estside 
Recycled Water Project will provide approximately 1.6 mgd of recycled water for major irrigation users on the west 
side of the City, including Golden Gate Park, Lincoln Park and the Presidio of San Francisco. The SFPUC is 
conducting preliminary design and environmental review for the Daly City Expansion Project and evaluating the 
feasibility of the San Francisco Eastside Recycled Water Project, South San Francisco Recycled Water Project, and 
Menlo Country Club Recycled Water Project: 

Local Water Conservation. The SFPUC has also increased its water conservation programs in an effort to 
achieve additional water savings by 2018. New conservation programs include high efficiency toilet replacement in 
low-income communities and water efficient irrigation installation in municipal parks. 

. In September 2012, the City adopted Ordinance No. 109-15 (the "Non-potable Water Ordinance"). The 
Non-potable Water Ordinance added Article 12C to the City's Health Code ("Article 12C"), which allows the 
collection, treatment, and use of alternate water sources for non-potable applications. In October 2013, Article 12C 
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was amended to allow district-scale water' systems consisting of two or more buildings sharing non-potable water. 
In July 2015, Article 12C was further amended to require that, beginning November 1, 2015, all new development 
projects of 250,000 square feet or more of gross floor area located within the boundaries of the City's designated 

·recycled water use areas install onsite water systems to treat and ·reuse available alternate water sources for toilet 
flushing and irrigation. This requirement expands to the entire City on November 1, 2016. Article 12C details the 
steps that must be taken to collect, treat, and use non-potable water in commercial, mixed-use, and multi-family 
residential developments. Article 12C also outlines the oversight of the SFPUC and the City's Departments of 
Public Health and ·Building Inspection during the review process. To date, the SFPUC ·has received water budget 
applications for 48 projects, plus the 4 non-potable projects that were implemented prior to the Non-potable Water 
Ordinance. In total, the 52 projects will offset approximately 54 million gallons of potable water per year. 

Wholesale Deliveries 

Wholesale Service Area and Customer Base. The Water Enterprise provides wholesale water service to 
27 Wholesale Customers, which consist of 25 public agencies, one private utility and one private non-profit 
university. All of the Wholesale Customers are located within the County of Alameda, tl;ie County of Santa Clara 
and the County of San Mate_o. 

• Alameda County _is located on the east side of San Francisco Bay and extends from the Cities of 
Berkeley and Albany in the north to the City of Fremont in the s01,1th. Alameda County contains 14 
incorporated cities. The California Department of Finance Demographic Research Unit estimated 
Alameda County's population at 1,627,865 as of January 1, 2016. Most of its population is 
concentrated in_ a highly urbanized area between the San Francisco Bay and the East Bay Hills. 

• Santa Clara County lies immediately south of San Mateo County and encompasses an area of 
approximately 1,316 square miles. Santa Clara County contains 15 incorporated cities, including the 
City of San Jose, the third largest city in the State. The California Department of Finance 
Demographic Research Unit estimated Santa Clara County's population at 1,927,888 as of January 1, 
2016. Most of its population is concentrated in the extensively urbanized and heavily industrialized 
northern portion of the county. 

• San Mateo County is located on the San Francisco Peninsula, west of the San Francisco Bay. 
San Mateo County covers 446 square miles and contains 20 incorporated cities .. Coastal mountains run 
north and south, dividing the lightly populated western part of the county from the heavily populated 
eastern corridor between San Francisco and Santa Clara/Silicon Valley. The California Department of 
Finance Demographic Research Unit estimated San Mateo County's population at 766,041 as of 
January 1, 2016. 

• Alameda County, Santa Clara County and San Mateo County all have diversified economies and 
median household incomes higher than State and national averages. 

Collectively, the Wholesale Customers provide retail water service to approximately L77 million people in 
their respective service areas, with the balance of the respective population being serviced by other providers. Of 
the 27 Wholesale Customers, 15 derive close to 100% of their water from the SFPUC. All Wholesale Customers are 
billed monthly on the basis of metered water use and in accordance with the WSA. 
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The following is a list of the 27 Wholesale Customers: 

Municipalities 
City of Brisbane 
City of Burlingame 
City of Daly City 
City of East Palo Alto 
City of Hayward 
City of Menlo Park · 
City ofMillbrae 
City ofMilpitas 
City of Mountain View 
City of Palo Alto 
City of Redwood City 
City of San Bruno 
City of San Jose<2) 

City of Santa Clara<2) 

City of Sunnyvale 
Town ofHillsborough 

Wholesale Customers 

Water Purveying Districts 
Alameda County Water District 
Coastside County Water District 
Cordilleras Mutual Water 

Company<3) 

Estero Municipal Improvement 
District 

Guadalupe Valley Municipal 
Improvement District 

Mid-Peninsula Water District 
North Coast County Water District 
Purissima Hills Water District 
Westborough County Water District 

Private Entities 
California Water Service 

CompanyCl) 
Stanford University 

(l) California Water Service Company, an investor-owned utility, provides water service to three separate districts: Bear Gulch 
(Atherton/Woodside vicinity and including the former Skyline County Water District), Mid-Peninsula (San Carlos/San 
Mateo vicinity), and South San Francisco. California Water Service Company purchases approximately 15% of the water 
delivered annually by the SFPUC. Such purchases account for approximately 10% of the SFPUC's yearly revenues. 

<2l The SFPUC provides water on an interruptible basis to fixed service areas in the northern portions of the Cities of San Jose 
and Santa Clara. See"- Status of San Jose and Santa Clara" below. 

<3l Cordilleras Mutual Water Company is the only Wholesale Customer that is not a member of BA WSCA. 

The Bay Area Water Supply and Conservation Agency. BA WSCA is the successor agency to BA WUA. 
BAWUA was originally formed as a non-profit mutual benefit corporation to represent the Wholesale Customers' 
collective interests in their interactions with the SFPUC. Concerned that their needs and interests were not properly 
represented by the SFPUC, BA WUA lobbied for the creation of an entity with authority to plan for and acquire 
supplemental water supplies, encourage water conservation and use of recycled water on a regional basis, and assist . 
in the financing of essential repairs and improvements to the Regional Water System. 

BA WSCA is governed by a 26-member Board of Directors which is composed of community leaders 
representing the 26 of the 27 Wholesale Customers who are members ofBAWSCA. 

BA WSCA has the authority to coordinate water conservation, supply and recycling activities for its 
agencies; acquire water and make it available to other agencies on a wholesale basis; finance projects, including 
improvements to the Regional Water System; and build facilities jointly with other local public agencies or on its 
own to carry out its purposes. 

BA WSCA has not, to date, acquired water or built facilities. In February 2013, BA WSCA financed an 
early repayment of certain capital charges under the WSA. See "FINANCIAL OPERATIONS - Wholesale Water 
Sales Revenue - Capital Cost Recovery Prepayment." 

Regional Water System Financing Authority. The Wholesale Customers, together with the SFPUC, 
formed the San Francisco Bay Area Regional Water System Financing Authority ("RFA"). While BA WSCA 
focuses on planning and water management and may engage in public works projects, the RF A exists solely to help 
fund capital improvements to the Regional Water System. The RFA has the power to issue revenue bonds to fund 
projects to improve the reliability of the Regional Water System; provide proceeds of revenue bonds to the City 
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under specified conditions to improve reliability of the system; and apply for and receive State and federal grants, 
loans and other financial assistance. 

Debt service on any bonds issued by RF A in the future would be secured by, and paid from, a surcharge 
imposed by the SFPUC upon Wholesale Customers and, under specific conditions, upon Retail Customers. This 
surcharge would be imposed in an amount sufficient to pay debt service on the RFA's bonds and its operating 
expenses. Proceeds of the surcharge would not constitute Revenues under the Indenture, and debt service on these 
bonds, if issued, would not be a debt or liability of the SFPUC or the City. 

The RF A has not, to date, issued any revenue bonds, and the SFPUC is not now aware of any current plans 
by the RF A to do so. The ability of the RF A to issue bonds expires in December 2020. 

Prior Master Water Sales Contract. Between 1984 and 2009, Wholesale Customer rates were set pursuant 
to a Settlement Agreement and Master Water Sales Contract (the "Prior Master Water Sales Contract"). The 
Prior Master Water Sales Contract put in place a comprehensive method for alloyating the costs of the water system 
between the SFPUC's Retail Customers and the Wholesale Customers. Capital costs and most operations and 
maintenance expenses of the Regional Water System were distributed between the SFPUC and its Retail Customers 
and the Wholesale Customers on proportional water usage: approximately one-third to the City and two-thirds to the 
Wholesale Customers. 

The Prior .Master Water Sales Contract resolved litigation over certain rate-setting practices. Both sides 
dismissed, with prejudice, the claims related to water sales overcharges and undercharges with the signing of the 
Prior Master Water Sales Contract. However, the litigation left open certain questions, such as whether the 
Wholesale Customers are "Co-Grantees" under the Raker Act and, if so, what rights, benefits and privileges accrue 
to them by reason of such status, including the right to receive water at cost, and the extent to which the City may be 
legally obligated to provide water to meet growth demands in Wholesale Customer service areas. 

Water Supply Agreement. In 2009, the SFPUC and the Wholesale Customers entered into the Water 
Supply Agreement, with an effective date of July 1, 2009, which replaced the Prior Master Water Sales Contract. 
The WSA has a 25-year term (with provisions for two conditional five-year extensions). 

The WSA provides for the separation of asset and expense categories among wholesale only, regional, and 
retail only. Annual operations and maintenance expenses are recovered on the basis of proportional annual use of 
the Regional Water System in most cases. Costs and revenues of the Retch Hetchy Project are also separated-the 
Wholesale Customers do not pay for power-related costs, which are borne by the Power Enterprise, and do not share 
in power revenues. 

The WSA includes a "Supply Assurance" of 184 mgd (measured oti an annual average basis), in favor of 
23 of the Wholesale Customers (the "Supply Assurance"). The Cities of San Jose and Santa Clara are served 
wholesale water on an interruptible basis and such sales are not deemed to be within the Supply Assurance. The 
City of Hayward does not have an individual supply guarantee as it had previously negotiated an individual contract 
that did not limit its water use. The City of Hayward continues to receive water under a contract entered into in 
1960 with no expiration date or limitation in supply. If the demand of the 23 Wholesale Customers with individual 
supply guarantees exceeds the 184 mgd Supply Assurance, the 23 Wholesale Customers with individual supply 
guarantees would be required to reduce their allocation to accommodate the needs of the City of Hayward. For 
Fiscal Year 2015-16, total. water purchases by the Wholesale Customers with individual supply guarantees were 
approximately 63.6% of the combined Supply Assurance. 
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The following table shows the Individual Supply Guarantee and actual Fiscal Year 2014-15 purchases for 
the Wholesale Customers. 

TABLES 
WHOLESALE CONTRACTUAL OBLIGATIONS 

(INMGD) 

Alameda County Water District 
City of Brisbane I Guadalupe Valley Municipal Improvement District (3J 
City of Burlingame 
California Water Service Company 
Coastside County Water District 
City of Daly City , 
City of East Palo Alto 
Estero Municipal Improvement District 
City of Hayward 
Town ofHillsborough 
City of Menlo Park 
Mid-Peninsula Water District 
City ofMillbrae 
City ofMilpitas 
City of Mountain View 
North Coast County Water District 
City of Palo Alto 
Purissima Hills Water District 
City of Redwood City 
City of San Bruno 

· City of San Jose <5l 
City of Santa Clara (5J 
Stanford University 
City of Sunnyvale 
W estborough County Water District 

Subtotal BA WSCA Demand 
Cordilleras Mutual Water Company <6l 
Total Wholesale Demand <7l (BJ 

Individual 
Supply 

Guarantee (lJ 

13.76 
0.98 
5.23 

35.68 
2.18 
4.29 
1.96 
5.90 

22.08 
4.09 
4.46 
3.89 
3.15 
9.23 

13.46 
3:84 

17.08 
1.63 

10.93 
3.25 

3.03 
12.58 

1.32 

184.00 

Actual 2014-15 
Purchases (lJ 

7.96 
0.60 
3.67 

29.05 
.1.53 
3.32 
1.57 
3.98 

13.60 
2.63 
2.63 
2.53 
1.91 
5.24 
7.61 
2.92 
9.68 (4) 

1.65 
8.01 
1.31 
4.49 
1.77 
1.89 (4) 

7.79 
0.68 

128.00 
0.01 

128.00 

(I) "Individual Supply Guarantee" refers to each Wholesale Customer's share of the Supply Assurance as defined in the Prior 
Master Water Sales Contract. The Supply Assurance is the 184 mgd maximum annual average metered supply of water 
dedicated by San Francisco to public use in the wholesale service area (not including the Cities of San Jose and Santa Clara). 
The City of Hayward's Individual Supply Guarantee is calculated as 184 mgd less the total of permanent customer 
Individual Supply Guarantees (161.92 mgd). 

<2J Actual demands are equivalent to purchases as reported in customer billing data. 
<3J The City of Brisbane and Guadalupe Valley Municipal Improvement District.are two Wholesale Customers that are jointly 

operated. 
<4J Actual 2015 purchases by the City of Palo Alto include an annual average of approximately 0.11 mgd of deliveries to the 

Stanford Hospital, located in the City of Palo Alto service area, from Stanford University via an emergency intertie. 
<5J Projected purchase requests for San Jose and Santa Clara are shown as they currently do not have an allocated share of the 

Supply Assurance due to their temporary, interruptible status under the WSA. 
<
6l Cordilleras Mutual Water Company is not a member of BA WSCA, and therefore does not have an Individual Supply 

Guarantee. 
(?) Groveland CSD is not accounted for as a wholesale customer for the purpose of this table and subsequent wholesale supply 

and demand comparisons. 
(B) Total may not add due to rounding. 
Source: 2015 Urban Water Management Plan, released June 2016. 
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The basic framework of the Prior Master Water Sales Contract regarding coordination of wholesale rates 
with the annual SFPUC budget process, annual compliance audits, resolution of disputes concerning the SFPUC's 
determination of the annual Wholesale Revenue Requirement (as defined herein) via binding arbitration and the 
annual true up of costs using a balancing account continue, but the WSA effected significant changes in the 
arrangement between the SFPUC and the Wholesale Customers. The WSA included the. following significant 
changes: · 

Allocation of Capital Costs. Instead of continuing with the utility method, the WSA more timely recovers 
capital costs as follows: 

• The costs of existing assets placed in service prior to June 30, 2009, approximately 
$367 million in 2009 dollars, were to b.e repaid based on audited actual costs in monthly 
installments by Wholesale Customers at an annual interest rate of 5.13% over a 
25-year period, in lieu of depreciation and a weighted return on these assets. In February 
2013, the Wholesale Customers, through BA WSCA, made an early repayment of the entire 
cost recovery payment balance. See "FINANCIAL OPERATIONS - Wholesale Water Sales 
Revenue - Capital Cost Recovery Prepayment." 

• The costs of new regional assets are to be paid for using the cash method. Annual wholesale 
rates are set to recover the Wholesale Customers' share of regional asset costs from current 
revenues for cash-funded assets. Wholesale contributions for debt-financed assets include 
appropriate contributions towards debt service and coverage based on the Wholesale 
Customers' proportionate annual use of the Regional Water System. 

• For the portion of capital projects costs that were appropriated but not expended as of June 30, 
2009, a 10-year repayment schedule including 4.00% interest has been calculated, based on 
audited actual costs. 

For more information regarding the wholesale rate setting mechanism, see "FINANCIAL OPERATIONS -
Wholesale Water Sales Revenue." 

Treatment of Water Supply Issues. The 184 mgd Supply Assurance continues in existence in the WSA. 
The WSA includes an "Interim Supply Limitation" which limits the amount of water delivered to the Retail 
Customers and Wholesale Customers from the SFPUC watersheds fo 265 mgd through 2018. See "FUTURE 
WATER DEMAND AND SUPPLY." Under the Interim Supply Limitation, Retail Customers will receive up to 81 
mgd and the Wholesale Customers will receive up to 184 mgd from the Regional Water System. 

Status of San Jose· and Santa Clara. The Cities of San Jose and Santa Clara retain their temporary, 
interruptible status. The SFPUC agrees to supply a combined annual average of nine mgd to the two cities through 
2018. The nine mgd allocated to San Jose and Santa Clara is not a part of the Supply Assurance, but is included 
within the wholesale portion of the Interim Supply Limitation of 184 mgd. 

The WSA requires the SFPUC to prepare and consider "Water Supply Development Reports" in the years 
2010 through 2017. The annual Water Supply Development Reports are to be based on water projections and work 
plans for achieving the Interim Supply Limitation in retail and wholesale service areas. If the Water Supply 
Development Reports show that the Interim Supply Limitation will not be met by June 30, 2018 as a result of 
Wholesale Customer use in excess of 184 mgd, the SFPUC may issue a 5-year conditional notice of interruption or 
reduction in supply of water to San Jose and Santa Clara, at which point the SFPUC will prepare a new analysis of 
water supply that will be used by the Department of City Planning in preparing any necessary documentation under 
the California Environmental Quality Act ("CEQA") on the impacts of interrupting or reducing service to San Jose 

· and Santa Clara. The notice ofinterruption or reduction in supply would be rescinded if subsequent Water Supply 
Development Reports show that sufficient progress has been made toward meeting the Interim Supply Limitation by 
June 30, 2018. The 2015 Water Supply Development Report recommended against issuing a conditional 5-year 
notice of interruption or reduction in supply of water to San Jose and Santa Clara, as projections show that there will 
be adequate supplies to meet these customers' needs through 2018 and beyond. 
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To establish a water supply planning framework for the planning period of2019 through 2040, the SFPUC 
developed the 2040 Water Management Action Plan ("WaterMAP"). The WaterMAP provides necessary 
information to address key water supply decisions, including the options the SFPUC should consider in making San 

· Jose and Santa Clara permanent customers of the Regional Water System. See "-2018 Water Supply Decisions" 
below. 

Creation of Transfer Market. The WSA contemplates the creation of a water. transfer market that 
enhances the Wholesale Customers' ability to keep purchases within the amounts of their respective Interim Supply 
Allocations (as defined in the Indenture). These transfers· would remain in effect until rescinded by the transferring 
parties, and otherwise continue in force until December 31, 2018. In addition, Wholesale Customers may agree to 
the permanent transfer of portions of their Individual Supply Guarantees, their share of the 184 mgd Supply 
Assurance. All such transfers are subject to SFPUC approval regarding operational and Raker Act concerns. 

Enforcement of Interim Supply Limitation. Commencing in Fiscal Year 2011-12, the SFPUC established 
a volume-based "Environmental Enhancement Surcharge" to enforce the Interim Supply Limitation. The 
Environmental Enhancement Surcharge would apply only if combined retail and wholesale water deliveries from the 
Regional Water System watersheds exceed 265 mgd. Environmental Enhancement Surcharge proceeds will be 
placed in a restricted reserve fund to be used only for specific environmental restoration and enhancement measures 
in the SFPUC's Sierra and local watersheds, such as those identified in the Watershed Environmental Improvement 
Program. Specific restoration and enhancement projects would be selected by the SFPUC and BA WSCA, following 
input from environmental stakeholders and other interested members of the public. No surcharges have been 
imposed, and as discussed above, it appears unlikely that any surcharges will be imposed tQ.rough 2018. 

Other Significant Provisions. The WSA also contains the following provisions: 

• The SFPUC agrees to operate system reservoirs in a manner that assigns higher priority to the 
delivery of water to the Bay Area and the environment than to generation of hydroelectric 
power. 

• The "Shortage Allocation Plan," which establishes an allocation of water between the Retail 
Customers and Wholesale Customers to be applied during droughts, and governs drought 
shortages of up to 20%. 

• Drought pricing and emergency rate increases are allowed. 

2018 Water Supply Decisions. Subject to completion of necessary CEQA review and the exercise of 
retained discretion by the SFPUC to reject or modify proposed projects, the WSA requires the SFPUC to make 
several decisions by December 31, 2018 as follows: · 

• Whether to make San Jose and Santa Clara permanent customers to the extent that the SFPUC 
determines that long-term Regional Water System supplies are available. 

• Whether to provide water in excess of the Supply Assurance to meet the Wholesale 
Customers' projected future water demands until the year 2030, and whether to offer a, 
corresponding increase in the Supply Assurance. 

Through the WaterMAP, the SFPUC addresses how to meet new demands that may occur should San Jose 
and Santa Clara become permanent customers. 

Converting San Jose and Santa Clara to permanent, non-interruptible customers would require the SFPUC 
to secure 9 to 14.5 mgd of additional water supply, reflecting historic and projected demand estimates. As noted 
above, San Jose and Santa Clara are currently temporary customers with an interruptible status. The SFPUC will 
continue to meet the two cities' demands up to 9 mgd through 2018, b.ut may issue a conditional five-year notice of 
termination or reduction in supply to San.Jose and Santa Clara if water use by the Wholesale Customers is projected 
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to exceed 184 mgd before June 30, 2018. Development of additional supplies would be necessary to offer San Jose 
and Santa Clara permanent status. 

Cumulatively, Wholesale Customer purchase request projections through 2040 are expected to be lower 
than the existing 184 mgd Supply Assurance. However, there are some individual Wholesale Customers whose 
future purchase requests are projected to exceed their respective Individual Supply Guarantees, including East Palo 
Alto, Purissima Hills Water District, and Burlingame. By 2040, an additional supply of up to 1.78 mgd could be 
needed to meet the projected purchase requests, above the amount of their combined Individual Supply Guarantees. 
At this time, however, only East Palo Alto has requested that the SFPUC consider additional supply options to meet 
their projected demand increase in the planning horizon. Therefore, an additional supply request of up to 1.5 mgd is 
being considered at this time. However the SFPUC will continue dialogue with each of these Wholesale Customers 
as planning progresses. In addition, as noted above, interruptible customers San Jose and Santa Clara anticipate an 
additional demand of 5.5 mgd by 2040, over their prior purchases of 9 mgd from the Regional Water System. 
Inclusive of these anticipated demands, on a cumulative basis, the Wholesale Customer purchase requests through 
2040 are expected to be 179.9 mgd by 2040, lower than the 184 mgd Supply Assurance. 

Although demands are expected to be low enough to accommodate individual increases in demand and the 
demands of San Jose and Santa Clara through 2040, East Palo Alto's projected increase of 1.5 mgd in demand and 
San Jose and Santa Clara's combined demand of up to 14.5 mgd by 2040 are not reflected in the Individual Supply 
Guarantees allocated to the existing Wholesale Customers. Therefore, the SFPUC plans to develop a water supply 
program that will enable it to continue to meet its commitments and responsibilities to the Wholesale Customers and 
Retail Customers, consistent with the WSA and SFPUC's priorities. This program will be outlined later in 2016 and 
evaluated further for decision by the SFPUC. 

For a more detailed summary of the WSA, see "APPENDIX B - SUMMARY OF CERTAIN 
PROVISIONS OF THE WATER SUPPLY AGREEMENT." 

Individual Water Supply Contracts. While the WSA establishes the rate-setting mechanism and the 
overall supply assurance level for Wholesale Customers, each Wholesale Customer has an individual water supply 
contract with the City that defines the terms and conditions (including, among others, the point of delivery and 
service area) by which water is supplied to each such Wholesale Customer. 

Retail Deliveries 

Retail Service Area and Customer Base. The SFPUC's retail water customers include the residents, 
businesses and industries located within the corporate boundaries of the City. In addition to these customers, retail 
water service iS also provided to other customers located outside of the City, such as the Town of Sunol, San 
Francisco International Airport, Lawrence Livermore Laboratory, Castlewoo.d Country Club and Groveland 
Community Services District. All of the SFPUC's Retail Customers have been metered since 1916. 

Residential Water Use. Due to the moderate climate and the high density housing in the City, much of the 
water use within the City is indoors. For multi-family units, the average outdoor water use is considerably lower 
than the statewide residential outdoor average water use of 50% to 60%. Residential per capita water usage has 
been less than 50 gallons per person per day since 2011. 

Non-Residential Water Use. Non-residential water use includes all sectors of water users not designated as 
residential, such as manufacturing, transportation, trade, finance, and government employment sectors, and the large 
services sector. 

45 
OHSUSA:765680398.3 



Historic Water Sales and Top Customers 

Water Sales. The following table shows water sales to Retail Customers and Wholesale Customers for the 
five Fiscal Years 2011-12 through 2015-16. 

TABLE9 
HISTORIC WHOLESALE AND RETAIL WATER SALES 

FISCAL YEARS ENDED JUNE 30 
(INMGD) 

2016% 
2012 2013 2014 2015 2016 of Total 

Retail Customers 
Residential (l) 40.9 41.5 39.7 36.8 35.2 20.6% 
Commercial (l) 18.6 19.6 18.5 18.l 17.4 10.2 
Suburban Retail (I) 4.2 4.4 4.2 3.8 3.3 2.0 
Municipal (I) 3.2 3.7 3.6 2.8 3.0 1.8 
Industrial 0.2 0.2 0.2 0.2 0.2 0.1 
Docks & Shipping 0.0 0.0 0.0 0.1 0.0 0.0 

Retail water sales t 67.1 69.4 66.2(2) 61.8<2l 59.2(2) 34.7% 

Wholesale Customers 
California Water Service 32.9 33.0 33.8 29.1 23.5 13.8% 
Hayward Municipal Water 15.6 15.5 15.2 13.6 12.2 7.2 
City of Palo Alto 11.4 11.3 11.3 9.6 8.2 4.8 
City of Sunnyvale 9.0 9.5 8.5 7.8 7.8 4.6 
City of Redwood City 9.0 9.3 9.1 8.0 7.1 4.2 
City of Mountain View 8.7 9.1 9.0 7.6 6.7 3.9 
Alameda County Water District 8.1 9.1 12.0 8.0 6.0 3.5 
City ofMilpitas 6.2 6.4 6.6 5.2 4.5 2.6 
City of Daly City 3.6 4.1 3.5 3.3 4.5 2.6 
City of San Jose 4.4 4.5 4.6 4.5 4.1 2.4 
All Other Wholesale Customers 31.5 32.0 31.9 27.4 23.3 13.6 

Wholesale water salest 144.4 147.9 149.7 128.0 111.4 65.3% 

Total water salest 211.4 217.4 215.9 189.8 170.5 100.0% 

% Change from prior year -1.1% 2.8% -0.7% -12.1% -10.2% 

t Totals may not add due to independent rounding. 
(Il The Municipal category includes the San Bruno Jail, a City department located outside San Francisco. San Francisco 

International Airport was historically included as Municipal customer, but has been restated as a Suburban Retail customer 
because water sales represent resale to its tenants and not for its own consumption. Treasure Island consumption was 
historically included as "Commercial," but has been restated as "Suburban Retail" because its water sales include both 
commercial and residential usage. . 

(Z) Reflects decline in water sales due to declaration of emergency by California Governor Jerry Brown in January 2014. 
Source: SFPUC Comprehensive Annual Financial Report as of June 30, 2015 for Fiscal Years 2011-12 through 2014-15. 

SFPUC for Fiscal Year 2015-16. 

Wholesale and retail sales figures do not include "unaccounted for water". Unaccounted for water includes 
water delivery system leaks and water not billed or tracked in the system (i.e., water used for firefighting or flushing 
water system pipes). Unaccounted for water has averaged approximately 8% of retail sales per year over the last 
15 years. 

As shown in the table above, water sales remained relatively flat from Fiscal Year 2010-11 through Fiscal 
Year 2013-14, as moderate conservation practices compensated for a growing population and strong local economy. 
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Following the Governor's drought declaration in January 2014, water sales dropped by over 12% from Fiscal Year 
2013-14 through Fiscal Year 2014-15, and by approximately 10% from Fiscal Year 2014-15 through Fiscal Year 
2015-16. See also "THE WATER ENTERPRISE - Current California Drought". 

Top Five Retail and Top Ten Wholesale Customers. The following table sets forth the top five Retail 
Customers and top ten Wholesale Customers based on water sales revenues for Fiscal Year 2014-15. 

TABLE 10 
TOP FIVE RETAIL CUSTOMERS 

AND TOP TEN WHOLESALE CUSTOMERS 
FISCAL YEAR2014-15 

Percent of Percent of 
Water Sales Percent of all Wholesale Retail 

Revenue Water Customer Customer 
(In Thousands) Revenues Revenues<1> Revenues<1> 

Retail Customers 
San Francisco International Airport <2> $ 3,095 0.8% NIA 1.6% 
NASA Shared Services Center, LLC 1,484 0.4 NIA 0.8 
Parkmerced Investors Properties, LLC 1,393 0.3 NIA 0.7 
University of California San Francisco 1,100 0.3 NIA 0.6 
Recreation and Parks Department 878 0.2 NIA 0.5 

Total: $ 7,950 2.0% NIA 4.1% 

Wholesale Customers 
Calif. Water Service Company $ 46,911 11.6% 22.4% NIA 
Hayward Muni Water System 21,475 5.3 10.3 NIA 
Alameda County Water District 15,743 3.9 7.5 NIA 
City of Palo Alto 15,743 3.9 7.5 NIA 
City of Redwood City 13,213 3.3· 6.3 NIA 
City of Sunnyvale 12,885 3.2 6.2 NIA 
City of Mountain View 12,407 3.1 5.9 NIA 
City ofMilpitas 8,612 2.1 4.1 NIA 
ESDISan Jose Muni Water System 7,185 1.8 3.4 NIA 
Estero Municipal Improvement District 6,384 1.6 3.1 NIA 

Total: $160,558 39.7% 76.7% NIA 

(I) Percentages based on: total Wholesale Revenues of$209,251 and total Retail Revenues of$195,089. 
<2l Represents water sales to customers through the City enterprise fund for San Francisco International Airport, which is paid 

through the City's inter-departmental billing system. 
Source: SFPUC Customer Care & Billing System. 

Current California Drought 

The recent drought of2012-2015 represents the driest sequence in the hydrologic record. The SFPUC and 
its customers have been conserving for the last three years. 

On January 17, 2014, California Governor Jerry Brown issued a State of Declaration of Emergency for 
California due to drought and severe water supply conditions in various parts of the State. On January 31, 2014, the 
SFPUC issued a press release asking all customers of its Retch Hetchy Regional Water System, including its 
residential, commercial, industrial and municipal Retail Customers, as well as the Wholesale Customers, to 
voluntarily reduce water consumption by at least 10%. Ill June 2015, the SWRCB imposed restrictions to achieve a 
statewide reduction of 25% from 2013 water demand. All water utilities within the SFPUC service area were 
assigned a water use reduction requirement ranging from 8% to 36%. In June 2016, the SWRCB replaced the water 
use reduction requirement with a self-certification process that allows for water utilities to implement water use 
restrictions based on their ability to meet average annual 2013-14 demand with a repeat of Water Year 2014-15 
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hydrology. In June 2016, the SFPUC certified that it had the requisite supplies to serve all of its Retail and 
Wholesale Customers without any additional reductions. However, as a precaution, the SFPUC has continued to ask 
for a voluntary 10% reduction from average annual 2013 water demand in its service area in order to maintain 
carryover storage in its reservoir in the event next year is dry. 

A combination of Water Bank (as defined herein) drawdowns in New Don Pedro Reservoir, managing 
storage and reduced customer demand contributed towards the SFPUC effectively managing Water Year 2016 (a 
Water Year is the period of October 1 of the prior year through September 30 of the year in.question). Retch Hetchy 
Reservoir was filled to up to 100% of capacity toward the end of the Water Year 2016 snowmelt runoffperiod (the 
end of the run off occurred on mid-June 2016). See "WATERFACILITIES-Water Storage." 

Table 12 herein shows storage levels as of August 7, 2016. Total Water System storage levels would 
normally be at approximately 89.1 % of Total Water System storage capacity as of this date. The level as of 
August 7, 2016 was approximately 81.9% of Total Water System storage capacity. The drawdown of the Water 
Bank during Water Year 2015 primarily accounts for this lower than normal storage level. In addition, the current 
storage level of Calaveras Reservoir, the largest of the local storage facilities, is about one-third of its capacity due 
to the construction underway as part of the Calaveras Dam Replacement Project. See "WATER FACILITIES -
Water Storage - System Storage Capacity" and "CAPITAL IMPROVEMENT PROGRAM - Water System 
Improvement Program." 

As compared to the same period in Water Year 2015, precipitation conditions have improved in Water Year 
2016 through June 2016. As shown in the following graph, precipitation is now above the median. 
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GRAPH2 
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Source: SFPUC. 

Curtailment Actions by the State Water Resources Control Board 

The SWRCB sought to curtail the exercise of water rights in 2014 and 2015 iri response to the drought. In 
2014, the SWRCB enacted emergency regulations for the purpose of curtailing the exercise of junior, post-1914 
water rights. The City was not impacted as it relies on senior, pre-1914 water rights to divert water from the 
Tuolumne River. In 2015, the SWRCB again sought to curtail the exercise of water rights, but without the authority 
provided by emergency regulations. Instead, the SWRCB issued curtailment notices to thousands of water right 
holders across the State, including senior, pre-1914 water right holders, and subsequently prosecuted several 
enforcement proceedings. The City's water rights were never curtailed. The City did, however, participate in one of 
the enforcement proceedings - the Administrative Civil Liability complaint against Byron-Bethany Irrigation 
District ("BBID") - in order to challenge the SWRCB's assertion of jurisdiction over pre-1914 water rights. The 
SWRCB ultimately concluded the prosecution team had failed to carry its burden, and thus, dismissed the 
enforcement proceeding against BBID on the merits. However, the SWRCB reached the jurisdictional issue and 
concluded that it may exercise its enforcement authority against a pre-1914 water right holder if water is unavailable 
under the diverter's priority of right. The San Joaquin Tributaries Authority ("SJTA"), a joint powers authority 
comprised of five member agencies, including the City, plans to seek writ relief of the SWRCB's order. The City 
believes that the SWRCB's order in the BBID enforcement proceeding is inconsistent with established appellate 
case law. The SFPUC is unable to predict whether future SWRCB initiatives to curtail the exercise of pre-1914 
water rights might affect water supplies available to the SFPUC. · 

Potential Impact of Climatic Change 

The issue of climate change has become an important factor in water resources planning in the State, and is 
being considered during planning for the Water Enterprise. There is evidence that increasing concentrations of 
greenhouse gases have caused and will contiriue to cause a rise in temperatures around the world, which will result 
in a wide range of changes in climate patterns. Moreover, there is evidence that a warming trend occurred during 
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the latter part of the 20th century and will likely continue through the 2lst century. These changes will have a direct 
effect on water resources in the State, and numerous studies on climate and water in the State have been conducted 
to determine the potential impacts. Based on these studies, global warming could result in the following types of 
water resources impacts in the State, including impacts on the Water Enterprise and associated watersheds: 

• Reductions in the average annual snowpack due to a rise in the snowline and a shallower snowpack in 
the low- and medium-elevation zones, such as in the Tuolumne River basin, and a shift in snowmelt 
runoffto earlier in the year; 

• Changes in the timing, intensity, and annual variability of precipitation, and an increased amount of 
precipitation falling as rain instead of as snow; 

• Long-term changes in watershed vegetation and increased incidence of wildfires that could affect water 
quality; 

• Sea level rise and an increase in saltwater intrusion into groundwater basins; 

• Increased water temperatures with accompanying adverse effects on some fisheries and water quality; 

• Increases in evaporation and concomitant increased irrigation needs; and 

• Changes in urban water demand. 

However, other than the general trends listed above, there is no clear scientific consensus on exactly how 
global warming will quantitatively affect SFPUC or State water supplies. 

The SFPUC staff performed an initial evaluation of the effect on the Regional Water System of a 
1.5-degree Celsius (0 C) temperature rise between 2000 and 2025. The· temperature rise of l.5°C is based on a 
consensus among many climatologists that this level of warming is likely to occur by 2025. The evaluation predicts 
that an increase in temperature of l.5°C will raise the snowline approximately 500 feet. The elevation of the 
watershed draining into Retch Hetchy Reservoir ranges from 3,800 to 12,000 feet above mean sea level, with about 
87% of the watershed area above 6,000 feet. In 2000 (a normal hydrologic year in the 82-year period of historical 
record), the average snowline in this watershed was approximately 6,000 feet during the winter months. Therefore, 
the SFPUC evaluation indicates that a rise in temperature of l.5°C between 2000 and 2025 will result in less or no 
snowpack between 6,000 and 6,500 feet and faster melting of the snowpack above 6,500 feet. Similarly, a 
temperature rise of l.5°C between 2025 and 2050 will result in less or no snowpack between 6,500 and 7,000 feet 
and faster melting of the snowpack above 7,000 feet. The SFPUC projects that the impact of such temperature rise 
on the water supply would be within the natural variability experienced by the Regional Water System. 

The SFPUC climate change modeling indicates that, on average, about 7% of the runoff currently draining 
into Retch Hetchy Reservoir will shift from the spring and summer seasons to the fall and winter seasons in the 
Retch Hetchy basin by 2025. This percentage is within the current interannual variation in runoff and is within the 
range accounted for during normal runoff forecasting and existing reservoir management practices. The additional 
change between 2025 and 2030 is not expected to be detectible. The predicted shift in runoff timing is similar to the 
results found by other researchers modeling water resource impacts in the Sierra Nevada due to warming trends 
associated with climate change. · 

Based on these preliminary studies and the results of literature reviews, the potential impacts of global 
warming on the Water Enterprise are not expected to materially affect water system operations through 2030. 
SFPUC hydrologists are involved in ongoing monitoring and research regarding climate change trends and will 
continue to monitor the changes and predictions, particularly as these changes relate to water system operations and 
management of the Water Enterprise. The SFPUC has developed a workplan to further advance its research on the 
effects of climate change on the Water Enter{>rise. 
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Proposals to Restore Hetch Hetchy Valley 

Some environmental organizations advocate for the removal ·of Hetch Retchy Reservoir and the restoration 
of Retch Retchy Valley. For example, an initiative ordinance entitled the "Water Sustainability and Environmental 

.Restoration Planning Act of2012" qualified for the November 2012 City ballot with support from an organization 
called "Restore Retch Retchy" and would have required the City to identify alternative sources of water and, subject 
to certain additional conditions, end its use of Retch Retchy Reservoir. This initiative was rejected by 
Sari Francisco voters. 

There have been previous studies that examined prior proposals to remove Retch Retchy Reservoir. For 
example, the California Department of Water Resources and the California Department of Parks and Recreation 
issued a comprehensive report and concluded that it does appear technically feasible to restore Retch Retchy valley, 
but expressed caution about the financial feasibility. The study estimated that the total cost for such a project would 
range from nearly $3 billion to $10 billion. The planning effort alone, they concluded, would take up to ten years to 
complete and would cost an additional $65 million dollars. 

On April 21, 2015, Restore Hetch Hetchy filed a complaint against the City in Tuolumne County Superior 
Court. _The complaint was served on the City on April 29, 2015. Under California Constitution Article X, Section 2 
("Section 2"), which dates back to 1928, the right to water from any natural water course is limited to such water as 
is reasonably required for the beneficial use to be served, and does not extend to the waste or unreasonable use, 
method of use or method of diversion of such water. The complaint alleged that the SFPUC's operation of Retch 
Retchy Reservoir is an "unreasonable method of diversion of water" because of the O'Shaughnessy Dam's location 
within a national park. The complaint sought a declaratory judgment on that point, and an order requiring the City 
to prepare "a written plan detailing alternative reasonable methods of diversion" of its Tuolumne River water rights, 
including "a component for modifying or removing the O'Shaughnessy Dam" (with the effects described above). 

The City prevailed in a motion to dismiss the complaint for failure to state a cause of action. The Superior 
Court's April 28, 2016 order of dismissal held that the suit is preempted under federal law (the 1913 Raker Act), and 
further that the statute of limitations had passed for challenges to the reasonableness of the City's method of 
diversion of water at Retch Retchy under Section 2. Restore Retch Retchy intends to file a notfoe of appeal at the 
5th District Court of Appeal in Fresno, California. The City believes the legal assertions and claims in the complaint 
are without merit and unprecedented under Section 2 and will continue to defend the suit. 

The SFPUC is unable to predict whether any similar initiatives, or similar federal or state legislation, 
might be approved by the voters or adopted by legislative bodies in the future, or the potential impact of such efforts 
on the SFPUC or the Water Enterprise. 

WATER FACILITIES 

General 

The facilities of the Water Enterprise consist of Regional Water System facilities and In-City Distribution 
System facilities. The Regional Water System evolved through the development of two separate water systems: the 
Spring Valley Water Company and the Retch Retchy Project. 

• The Spring Valley Water Company was established in 1858, developing a spring and several creeks 
into a local water system. It expanded over the years with the construction of Pilarcitos Reservoir, 
followed by San Andreas Reservoir, Upper Crystal Springs Reservoir and Lower Crystal Springs Dam, 
all on the Peninsula in San Mateo County. Later the company extended its system to additional 
sources on Alameda Creek in Alameda County and expanded its service area to include additional 
Peninsula and South Bay customers. The City acquired the local supplies and retail distribution system 
of the Spring Valley Water Company in 1930. 

• Following enactment of the Raker Act in 1913, the City was able to proceed with plans to develop its 
own water supply system. The construction of the Retch Retchy Project began in earnest in 1914, and 
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after almost twenty years of construction, including building of O'Shaughnessy Dam and required 
transmission system, Sierra Nevada water began flowing into the local distribution system in 1934. 
The Retch Retchy Project is operated as a combined water storage and conveyance and electric 
generation and transmission system. The Water Enterprise and the Power Enterprise coordinate 
operation of the Retch Retchy Project to ensure reliable utility services are provided by the combined 
system. Pursuant to State statute, the Charter and the terms of the WSA, the SFPUC operates the 
Retch Retchy Project pursuant to a "water first" policy to optimize the reliability and quality of its 
water deliveries and ensure that hydroelectric generation does not cause any reasonably anticipated 
adverse impact on water service. Power is generated when water is delivered to meet water system 
operational requirements. 

See "THE WATER ENTERPRISE - Water Rights and Related Proceedings." 

Since the 1930s, the major additions to the SFPUC's water system have included the ra1smg of 
O'Shaughnessy Dam at Retch Retchy Reservoir and the development of Lake Lloyd Reservoir, the construction of 
additional pipelines across the San Joaquin Valley, and the local construction of San Antonio Reservoir in Alameda 
County and the Bay Division Pipelines 2, 3 and 4. Other local projects included Crystal Springs Pipeline No. 3, 
Sunol Valley and San Andreas Filtration Plants, and the Crystal Springs Bypass Tunnel and Balancing Reservoir. 
The SFPUC has completed several WSIP projects including the Irvington Tunnels 1 and 2, Bay Division Pipeline 5, 
and a new tunnel under San Francisco Bay between Newark in Alameda County and East Palo Alto in San Mateo 
County that replaced the transbay portion of Bay Division Pipelines 1 and 2. 

The Regional Water System is geographically delineated between the Retch Retchy Project and the Bay 
Area water system facilities. 

• The Retch Retchy Project is generally comprised of the reservoirs, hydroelectric generation and 
transmission facilities, and water transmission facilities from Retch Retchy Reservoir west to the 
Alameda East Portal of the Coast Range Tunnel in Sunol Valley. 

• The Bay Area water system is generally comprised of the facilities west of Alameda East Portal and 
includes the Alameda and Peninsula watershed reservoirs, two water treatment plants and the 
conveyance system that delivers water to the SFPUC's Retail Customers and Wholesale Customers. 

Water Conveyance and Distribution 

Regional Water System. The Regional Water System comprises three regional water supply and 
conveyance systems: the Retch Retchy System; the Alameda System; and the Peninsula System (as herein defined). 

Hetch Hetchv Svstem. In the Retch Retchy System, water is diverted from Retch Retchy 
Reservoir into a series ·of tunnels and aqueducts from the Sierra Nevada to the San Joaquin Pipelines that 
cross the San Joaquin Valley to the Coast Range Tunnel (collectively, the "Hetch Hetchy System") which 
connects to the Alameda system at the Alameda East Portal. 

Alameda System. The "Alameda System" includes two reservoirs, San Antonio Reservoir and 
Calaveras Reservoir, which collect water from the upper Alameda and San Antonio Creek watersheds in 
Alameda County plus conveyance facilities connecting the Retch Retchy System and Alameda water 
sources to the Peninsula System. These conveyance facilities include· pipelines known as the Alameda 
Siphons that connect the Coast Range Tunnel to Irvington Tunnels 1 and 2. 

Irvington Tunnels 1 and 2 supply the five Bay Division Pipelines that cross the South Bay Area to 
the Peninsula System. Bay Division Pipelines 1, 2 and 5 connect with the recently completed Bay Tunnel 
on opposite sides of the San Francisco Bay near the Dumbarton Bridge. The Bay Tunnel itself runs 
beneath the floor of the San Francisco Bay. Bay Division Pipelines 3 and 4 traverse the southerly edge of 
the San Francisco Bay delivering water to SFPUC customers along the way. All five pipelines reconnect 
near the inlet to the Pulgas Tunnel on the Peninsula. 
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The Sunol Valley Water Treatment Plant filters and disinfects water supplied from San Antonio 
and Calaveras Reservoirs, and, when necessary, water from the Sierra Nevada. 

A turnout from the South Bay Aqueduct bfthe California State Water Project (the "State Water 
Project") can supply limited supplemental water to San Antonio Reservoir. However, the SFPUC 
currently possesses no entitlements to water from the State Water Project. 

Peninsula System. Two reservoirs, Crystal Springs and San Andreas, collect runoff from the 
San Mateo Creek watershed. Water from Pilarcitos Reservoir, on Pilarcitos Creek, serves one of the 
Wholesale Customers, the Coastside County Water District (which includes the City of Half Moon Bay), 
directly and can also deliver water to Crystal Springs and San Andreas Reservoirs. Water delivered from 
the Bay Division Pipelines in excess of Peninsula System and in-City demands spills into Crystal Springs 
and San Andreas Reservoirs. The Harry Tracy Water Treatment Plant filters and disinfects water supplied 
from Crystal Springs and San Andreas Reservoirs before it is delivered to Peninsula customers and the 
In-City Distribution System. The "Peninsula System" includes conveyance facilities connecting the Bay 
Division Pipelines to the In-City Distribution System and to other SFPUC customers on the Peninsula. 

In-City Distribution System. The City's retail water supply is delivered to the City in several major 
pipelines. Water to the east side of the In-City Distribution System is fed by two pipelines that terminate at 
University Mound. Water to the west side of the In-City Distribution System is fed by two pipelines that terminate 
at Sunset Reservoir and one that terminates at Merced Manor Reservoir. The In-City Distribution System to homes 
and businesses in the City is comprised of 1,235 miles of pipeline. 

Summary of System Facilities. The Regional Water System and the In-City Distribution System facilities 
are summarized below. 

Pipelines 
Tunnels 
Pump Stations 
Reservoirs and/or Water Tanks 
Treatment Plants 

Source: SFPUC, Water Enterprise. 

Water Treatment 

TABLE 11 
SUMMARY OF SYSTEM FACILITIES 

Regional Water System 
389 miles 
74.5 miles· 

5 
11 reservoirs 

3 

In-City Distribution System 
1,235 miles 

None 
24 

11 reservoirs/& water tanks 
None 

Hetch Hetchy Water. Retch Hetchy Reservoir is the largest unfiltered water supply on the West Coast and 
one of only a few large unfiltered municipal water supplies in the nation. The water originates from spring 
snowmelt flowing down the Tuolumne River to Retch Hetchy Reservoir, where it is stored. 

This water source is located in the well-protected Yosemite National Park and the High Sierra region. This 
area meets or exceeds all federal and State criteria for watershed protection. The water originating from Retch 
Hetchy Reservoir is protected in pipes and tunnels as it is conveyed to the Bay Area, and requires pH adjustment to 
control pipeline corrosion and disinfection for bacteria. control. Based on the SFPUC's disinfection treatment 
practice, extensive bacteriological-quality monitoring, and high-operational standards, the United 
States Environmental Protection Agency (the "EPA") and the State of California Department of Health Services 
have determined that the Retch Hetchy water source meets federal and State drinking water quality requirements 
without filtration, and thus the SFPUC is not required to filter water from Retch Hetchy Reservoir. For further 
discussion of the State and federal regulatory requirements affecting the Water Enterprise, see "REGULATORY 
MATTERS." 
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The Tesla Treatment Facility, a key component of the WSIP, enhances high water quality through 
ultraviolet ("UV") treatment. The Tesla Treatment Facility was officially dedicated in July 2011, following two 
years of construction. The facility uses UV light to disinfect Retch Hetchy water to meet new federal requirements 
to control the waterborne parasite Cryptosporidium, and is among the largest drinking-water UV disinfection 
facilities in North America. In the same location, a new chlorine disinfection station constructed to meet current fire 
and earthquake safety standards replaced the old station, which was built in 1937. See "CAPITAL 
IMPROVEMENT PROGRAM-Water System Improvement Program" and "APPENDIX C- WATER SYSTEM 
IMPROVEMENT PROGRAM." 

Local Water. All water derived from sources other than Retch Hetchy Reservoir requires filtration and is 
currently treated at one of two treatment plants: the Sunol Valley Water Treatment Plant ("SVWTP") and the Harry 
Tracy Water Treatment Plant ("HTWTP"). Major upgrades of these two facilities have been completed as part of 
the WSIP. See "CAPITAL IMPROVEMENT PROGRAM - Water System Improvement Program" and 
"APPENDIX C- WATER SYSTEM IMPROVEMENT PROGRAM." 

Sunol Valley Water Treatment Plant. The Sunol Valley Water Treatment Plant treats all water from·the 
two reservoirs in the Alameda System, Calaveras and San Antonio. SVWTP has a capacity of 160 mgd. Treatment 
processes at SVWTP include coagulation, flocculation, sedimentation, filtration, and disinfection. Fluoridation, 
chloramination and corrosion control treatment are provided for the combined Retch Hetchy Project and SVWTP 
water at" the chloramination and fluoridation facilities in Sunol. SVWTP also filters Retch Hetchy water on the 
occasions when the Sierra supply does not meet required drinking water standards. 

The Sunol Valley Water Treatment Plant Expansion and Treated Water Reservoir Project added a fifth 
sedimentation basin to increase reliable capacity, retrofitted existing filters, and created a 17.5 million gallon 
circular treated water reservoir as it leaves the plant. The project included other new connections and facilities that 
enable the plant to treat enough water to meet basic customer demands alone for up to 60 days after a major 
earthquake in conjunction with other facilities. These improvements helped increase delivery reliability and water 
quality. · 

Harry Tracy Water Treatment Plant. The Harry Tracy Water Treatment Plant primarily treats water from 
the Peninsula System reservoirs and has a peak capacity of 140 mgd and a sustainable capacity of 120 mgd. 
Treatment processes at the HTWTP include ozonation, coagulation, flocculation, filtration, disinfection, 
fluoridation, corrosion control treatment and chloramination. 

Updates to the HTWTP included the addition of filters, upgrades to yarious systems, construction of a new 
treated water reservoir, and seismic retrofits of critical process units. As a result of the upgrades, the HTWTP .has 
improved its delivery reliability and can now achieve a sustained capacity of 140 mgd for at least 60 days and 
provide 140 mgd within 24 hours following a seismic event on the San Andreas Fault. 

Water Storage 

Up-Country Storage. The majority of the water delivered by the SFPUC is supplied by runoff from the 
upper Tuolumne River watershed on the western slope of the central Sierra Nevada. Three major reservoirs collect 
runoff: Retch Hetchy Reservoir, Lake Lloyd Reservoir, and Lake Eleanor Reservoir. 

Water stored in Retch Hetchy Reservoir is also used for hydroelectric generation and released downstream 
to satisfy instream flow requirements. Normally, only Retch Hetchy Reservoir supplies water exported to the Bay 
Area for municipal and industrial uses. Releases from Lake Eleanor Reservoir and Lake Lloyd Reservoir are used to 
satisfy instream flow requirements, satisfy the Districts' Raker Act entitlements and produce hydroelectric p_ower. 

Downstream of the Retch Hetchy System on the Tuolumne River is the New Don Pedro Project, owned 
and operated by the Districts. The New Don Pedro Project includes a dam that impounds the Tuolumne River, 
creating the New Don Pedro Reservoir, also owned by the Districts. The City helped fund the original construction 
of the New Don Pedro Project in exchange for eliminating the City's flood control responsibility and establishing a 
water bank account (the "Water Bank") allowing the SFPUC to receive water credits for advanced releases from 
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the Retch Retchy Project to the New Don Pedro Reservoir to meet the Districts' downstream requirements. Water 
Bank storage space in New Don Pedro Reservoir is integrated into Water System operations. 

Certain water stored in New Don Pedro Reservoir is credited to the City's Water Bank, which allows the 
City to meet its Raker Act water obligations to the Districts and divert water supply from Retch Retchy Reservoir to 
the Bay Area. 

Local Storage. On the San Francisco Peninsula, the SFPUC uses Crystal Springs Reservoir, San Andreas 
Reservoir and Pilarcitos Reservoir located in San Mateo County to capture local watershed runoff. In the Alameda 

. Creek watershed (Alameda County), the SFPUC manages Calaveras Reservoir and San Antonio Reservoir. In 
addition to using these facilities to capture runoff, San Andreas, San Antonio and Crystal Springs reservoirs also 
provide storage for Retch Retchy Project diversions, and, along with Calaveras Reservoir, serve as a water supply 
delivery facility in the event of an interruption to Retch Retchy Project deliveries. 

Dam Supervision. Eighteen dams under the jurisdiction of the SFPUC are presently licensed and regulated 
by the California Department of Water Resources' Division of Safety of Dams ("DSOD"). The SFPUC's Calaveras 
Dam is currently operating under DSOD-imposed restrictions. See "REGULATORY MATTERS - Dam Licensing 
and Safety Issues." 

System Storage Capacity. The following table summarizes the regional water system reservoirs within the 
Water Enterprise. 

TABLE 12 
REGIONAL WATER SYSTEM STORAGE CAPACITY 

(AS OF JULY 1, 2016) 

Current Maximum Available Percent of 
Storage Storage Capacity Maximum 

Reservoir (Acre-Feet) (Acre-Feet) (Acre-Feet) Storage 
Tuolumne Storage 

Retch Retchy 360,558 360,360 Full 100.0% 
Cherry 271,531 273,340 1,809 99.3 
Lake Eleanor 26,630 27,100 470 98.3 

Water Bank 418,204 570,000 151,796 73.4 
Tuolumne Storage 1,076,923 1,230,800 154,075 87.5% 

Local Storage 
Calaveras 35,932 96,824(!) 60,892 37.1% 
San Antonio 42,323 50,496 8,173 83.8 
Crystal Springs 54,130 58,377 4,247 92.7 
San Andreas 17,913 18,996 1,803 94.3 

Pilarcitos 2,657 2,995 338 88.7 
Total Local Storage 152,955 227,688 74,73J 67.2% 

Total Regional Water System 1,229,878 1,458,488 228,808 84.3% 

(I) As of July 1, 2016,.the restricted water storage volume for Calaveras Reservoir is 96,670 acre-feet, for a Total Local Storage 
of227,534 acre-feet and a Total Regional Water System storage of 1,458,334 acre-feet. 

Source: SFPUC. 

In-City Storage. The Water Enterprise's in-City reservoirs and storage tanks have the capacity to hold 
approximately 412.8 million gallons, or 1,267 acre-feet. The Water Enterprise estimates this capacity to be an 
approximate five-day supply at the current average rate of consumption for the City. In-City reservoirs that are also 
terminal reservoirs for the Regional Water System moderate flow peaking for the Regional Water System, and water 
stored in them can be conveyed back to the San Francisco Peninsula. 
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The following table summarizes the in-City reservoirs and storage tanks maintained by the Water 
Enterprise. 

TABLE 13 
IN-CITY DISTRIBUTION SYSTEM POTABLE WATER STORAGE CAPACITY 

Reservoir 
Sunset<1J 
University Mound<1l 
Sutro 
Summit 
College Hill 
Stanford Heights 
Merced ManorOl 
Lombard 
Potrero 
Storage Tanks 

Total 

· Mjllions of Gallons 
176.7 
140.9 
31.4 

. 14.0 
13.5 
12.9 
9.5 
2.7 
1.0 

10.2 
412.8 

(I). Terminal reservoirs for the Regional Water System. 
Source: SFPUC, Water Enterprise 

In addition, there is an emergency supply of existing non-potable water immediately available within the 
City at Lake Merced. Lake Merced currently holds approximately 1.5 billion gallons or 4,603.3 acre-feet. 

Physical Condition of Certain Facilities 

Certain of the Water Enterprise's facilities are near the end of their useful life. Long-lived facilities result 
in decreased reliability due to unplanned outages and place a greater maintenance burden on SFPUC operations. In 
addition, the vulnerabilities of the Regional Water System are increased by its linear nature and lack of or limited 
redundancy. Outages at critical points could disrupt delivery to large portions of the Regional Water System. See 
"RISK FACTORS-Risks Related to Water Enterprise Facilities and Operations." 

Built between 1917 and 1925, Mountain Tunnel extends 19.2 miles from Early Intake Dam to Priest 
Reservoir. The lower 12 miles are lined. The lining shows signs of deterioration which will likely increase over 
time. The risk of failure of Mountain Tunnel, defined as a loss of25% carrying capacity, is currently low but will 
increase over time. Failure could cause up to six or more months of water supply disruption and would have a 
significant impact on the Retch Hetchy water system ("Hetch Hetchy Water") operations. See "CAPITAL 
IMPROVEMENT PROGRAM- Mountain Tunnel." 

The Coast Range Tunnel is a 26-mile long tunnel running from Tesla Portal to the Alameda East Portal and 
was put into operation in 1934. It was inspected in January 2015 after having been last inspected in 1995. The 
recent inspection revealed that the tunnel is still in good condition, with little change noted since the 
1995 inspection. The original Irvington Tunnel was also inspected in winter 2015 and was also found to be in good 
condition. 

The WSIP was designed in part to reduce vulnerability of the Regionai Water System and increase 
reliability of the system to deliver water by improving redundancy needed to accommodate planned outages for 
maintenance and unplanned outages resulting from facility failure. The WSIP was not designed to replace or 
upgrade the entire water system. Repair or replacement of. Mountain Tunnel as well as the replacement, 
rehabilitation and repair of water transmission pipelines and other Regional Water System and in-City facilities are 
included in the SFPUC's Ten-Year Capital Plan. See "CAPITAL IMPROVEMENT PROGRAM" and 
"APPENDIX C- WATER SYSTEM IMPROVEMENT PROGRAM." 
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Seismic Hazards 

The Retch Hetchy Project is located largely in Yosemite National Park, one of the most stable seismic 
zones in the State, and there are no known major faults in the area. The Water Enterprise's distribution and 
transmission systems and its customers are, however, located in seismically active regions of the State. The San 
Andreas Fault lies immediately west of the City, and the Hayward fault is approximately 15 miles to the east. A 
third major fault, the Calaveras Fault, is a branch of the Hayward Fault and lies east of the Hayward Fault. 

During the past 150 years, the San Francisco Bay Area has experienced several major and numerous minor 
earthquakes. The largest was the 1906 San Francisco earthquake along the San Andreas Fault with an estimated 
magnitude of 8.2 on the Richter scale. The 1868 Hayward earthquake along the Hayward Fault had an estimated 
magnitude of between 6.8 and 7.0 on the Richter scale. The 1989 Loma Prieta earthquake along the San Andreas 
Fault had an estimated magnitude of 7.1 on the Richter scale. The most recent significant earthquake was the 
August 2014 South Napa earthquake on the West Napa Fault, the northern extension of the Calaveras Fault, which 
had a magnitude of 6.0 on the Richter scale and an epicenter near the city ofNapa, approximately 50 miles north of 
San Francisco. According to United States Geological Survey findings, a significant earthquake along these or other 
faults is probable during the period the 2016 Series C Bonds will be outstanding. 

The Regional Water System crosses several active and potentially active faults, including major strike-slip 
faults within the San Francisco Bay region. Major fault crossings along the pipeline delivery system include the 
Orestimba fault at Tesla Portal, the Greenville fault in the Coast Range Tunnel, the Calaveras fault at the Alameda 
Siphons, and the southern Hayward fault at the Bay Division Pipeiines numbers 1, 2, 3, 4 and 5. In addition, other 
lower 'slip rate but potentially active faults cross the water system. These faults potentially move by secondary or 
triggered slip during large earthquakes on the San Andreas fault. Furthermore, three main transmission pipelines 
from HTWTP - San Andreas Pipeline No. 2, San Andreas Pipeline No. 3 and Sunset Supply Branch Pipeline - cross · 
the Serra fault, a secondary fault located along the peninsula in San Mateo County. 

The Greenville, Calaveras, Hayward and San Andreas faults have a high likelihood of producing a major 
(magnitude~ 6.7) earthquake in the San Francisco Bay region in the next 30 years. A large earthquake on these 
faults has the potential for generating surface-fault rupture that is hazardous to specific SFPUC facilities. A major 
goal of the WSIP is to rehabilitate and strengthen the tunnels, pipelines and other Water Enterprise facilities that 
cross or are situated near known active faults. 

If a major seismic event or other emergency occurs, the SFPUC is authorized under the WSA to adopt 
emergency rate surcharges outside of the normal budget 'development process. Such rate surcharges will be 
applicable to both Retail Customerii' and Wholesale Customers and incorporate the same percentage increase for all 
customers. See "FINANCIAL OPERATIONS - Wholesale Water Sales Revenue." Any emergency rate surcharge 
adopted by the SFPUC will remain in effect only until the next budget-coordinated rate-setting cycle, at which time 
it can be reviewed for continuance and modification. 

If a significant earthquake occurs that affects the Water Enterprise's tunnels, pipelines or other facilities, 
the SFPUC would attempt to repair any damage as quickly as possible, but the amount of time required to return the 
facilities to service would depend on the nature and extent of damage incurred. A prolonged reduction in the Water 
Enterprise's water supply resulting from a major earthquake could have a material adverse effect on Revenues. See 
also "APPENDIX C -WATER SYSTEM IMPROVEMENT PROGRAM - Levels of Service Goals - Seismic 
Reliability." 

A major seismic event affecting critical locations prior to completion of WSIP improvements could result 
in service interruptions of 60 days -0r longer. The SFPUC has established intertie connections with the East Bay 
Municipal Utility District and the Santa Clara Valley Water District to diversify water supply options in case of a 
major seismic event. Should the Irvington Tunnels or the five major pipelines branching from the Irvington Tunnels 
become inoperable, the SFPUC would attempt to negotiate additional water sharing agreements with these and other 
regional water utilities which interconnect with Water Enterprise facilities, but there is no assurance that such 
negotiations would be successful. 
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If damage to the Irvington Tunnels or the pipelines that connect to the tunnels resulted in the loss of water 
transported through the tunnel, the remaining water supply would be limited to storage in three reservoirs in San 
Mateo County (the Crystal Springs, San Andreas and Pilarcitos Reservoirs) and three terminal reservoirs located in 
San Francisco as well as existing intertie connections. The combined capacity of the three San Mateo County 
reservoirs is approximately 29.8 billion gallons. The SFPUC has historically kept these reservoirs filled to a 
combined capacity of approximately 18 billion gallons, or an estimated two and one-half month water supply based 
on historical average daily water demand of both the Retail Customers and Wholesale Customers. It is anticipated 
that in-City storage alone would last approximately four to seven days. 

Separate from the SFPUC system, individual Wholesale Customers have storage ranging from zero to 
seven days. 

System Level oj Service Criteria after Seismic Events. The SFPUC has established basic "Level of 
Service" criteria for the design of new facilities and upgrade of existing facilities, including projects within the 
WSIP: to deliver winter day demand ("WDD") of215 mgd (projected February 2030 demand) within 24 hours after 
a major earthquake. This embodies the following prirnary criteria and assumptions to be used in examining system 
reliability with system retrofit projects in place: 

• Deliver WDD to at least 70% of the Wholesale Customers' turnouts within each of the three customer 
groups (Santa Clara/Alameda/South San Mateo County, Northern San Mateo County, and City of 
San Francisco). 

• Achieve a 90% confidence level of meeting the above goal, given the occurrence of a major 
earthquake. The earthquakes considered are treated independently and with equal weighting, without 
regard to their return period. · 

• To achieve the basic level of service, the SFPUC will rely on the Wholesale Customers' own water 
systems and supply or other regional water purveyors' systems. The SFPUC will work with the 
Wholesale Customers to assess their ability to contribute to their own system reliability. 

• The SFPUC will consider a facility to have failed if it cannot be brought back to its intended purpose 
within twenty-four hours without secondary damage resulting. 

• To achieve the basic level of service, the SFPUC will assume that power supplies are available, 
whether from the grid or from standby sources. 

No particular item in the Regional Water System is required to be seismically upgraded or retrofitted as 
long as the system-wide performance goals established by the SFPUC can be satisfied. Earthquake damage to 
selected components and systems is acceptable, as long as the system~wide performance remains acceptable. See 
"APPENDIX C - WATER SYSTEM IMPROVEMENT PROGRAM - Levels of Service Goals - Seismic 
Reliability." 

Wildfire Considerations 

The Retch Hetchy Project is primarily located in the Sierra Nevada and surrounding foothills, where 
wildfire is a risk, particularly in the Stanislaus National Forest surrounding Cherry Reservoir and the Holm and 
Kirkwood Powerhouses. Wildfires can disrupt the operation of or cause damage to water storage and conveyance 
facilities and can impact water quality. For example, the Rim Fire, a wildfire in 2013, substantially burned the forest 
around the Holm and Kirkwood Powerhouses and reached the edges of all three Sierra Nevada reservoirs. The Rim 
Fire has reduced the near term risk of wildfire in the region. 

Safety and Security 

The safety of the facilities of the Water Enterprise is maintained via a combination of regular inspections 
by SFPUC employees, electronic monitoring, and analysis of unusual incident reports. Most above-ground facilities 
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operated and maintained by the SFPUC are controlled-access facilities·with fencing, gates, closed circuit television 
systems and security officers at certain points. Smaller, above-ground and subterranean pumping stations operated 
and maintained by the SFPUC are lockeq with padlock or internal locking mechanisms, and most are monitored via 
access/intrusion alarms. Security improvements are evaluated on an ongoing basis. The electronic operations and 
controls have been evaluated and designed to reduce exposure using a series of technology systems enhancements 
and integration. 

CAPITAL IMPROVEMENT PROGRAM 

Capital and Financial Planning Process 

The SFPUC's long-term capital and financial planning is performed ·on an annual rolling ten-year forward 
looking basis. The SFPUC prepares a ten-year capital plan for each of its enterprises, as required by the Charter. 
The ten-year capital plan serves as the basis for the development of the annual ten-year financial plan. Proposed 
long-term capital programs, projects and investments, and related costs are included in the ten-year finan\_:ial plan. 
Consistent with the Charter, updates to the ten-year capital plan and ten-year financial plan are annually reviewed 
and adopted by the Commission each February. The ten-year capital plan provides estimated rate impacts of 
projected capital and operating spending and assures compliance with debt service .coverage and fund balance 
reserve policy requirements. 

The ten-year capital plan is not a budget and is not "appropriated" like a budget. The annual capital 
programs can be revised during the development of the budget and final projects, costs and totals for specific capital 
improvements to be financed can change. Consequently, even though the annual budgets passed are based on the 
ten-year capital plan, they may occasionally differ from it. · 

The Water Enterprise Ten-Year Capital Plan ("Ten Year Capital Plan") for Fiscal Year 2016-17 to Fiscal 
Year 2025-26, which includes the Water Enterprise-related components of the Retch Retchy Water and Power Ten
Year Capital Plan, adopted by the Commission in February 2016, totals approximately $1.85 billion. The Ten-Year 
Capital Plan includes projects in five major categories: (i) Regional Water; (ii) Local Water; (iii) WSIP; (iv) Non
WSIP (v) Retch Retchy Water; and (vi) Auxiliary Water Supply System. The Regional Water, Local Water, WSIP, 
Non-WSIP and Retch Retchy Water categories of the Water Enterprise's CIP are expected to be ·financed by a 
combination of revenue bonds, commercial paper, a Parity State Loan, revenues (pay-as-you-go) and capacity 
charges. For more information regarding the Ten-Year Capital Plan programs, see"- Water System Improvement 
(WSIP)," "-Regional Water Program," "-Local Water Program," "-Other Non-WSIP Projects°," and "-Retch 
Hetchy Water" below. See also "FINANCING OF CAPITAL IMPROVEMENTS." 

The Auxiliary Water Supply System ("A WSS") is a capital program administered by the SFPUC, but 
funded with general obligations bonds issued by the City pursuant to voter authorization. A WSS is designed to 
improve fire, earthquake and emergency response and ensure firefighters a reliable water supply for fires and 
disasters through projects, including improving deteriorating pipes, hydrants, reservoirs, water cisterns and pumps 
built after the 1906 earthquake in San Francisco. AWSS comprises approximately $110 million of the Ten-Year 
Capital Plan. 

The following ~able sets forth the first five years of the Water Enterprise's capital improvement program as 
set forth in the Ten-Year Capital Plan. 
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TABLE 14 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)<!> 

2011<2> 2018(2) 2019 2020· 
Regional Water $55,269 $41,639 $96,252 $121,312 
Local Water 61,850 60,600 82,625 65,100 
WSIP 44,744 27,000 20,000 0 
Non-WSIP 26,305 6,500 6,500 272 
Retch Hetchy Water 16,712 22,783 24,741 275,875 

Total Appropriations $204,880 $158,522 $230,118 $462,559 

2021 
$52,479 
58,600 

0 
0 

13,995 
$125,074 

(I) Amounts are based on anticipated appropriations and are projections from the Water Enterprise Ten-Year Capital Plan. 
Actual results may differ materially from these projections. See "FORWARD-LOOKING STATEMENTS" above. 

<2> Budgeted. 
Source: SFPUC, Financial Services 

Water System Improvement Program (WSIP) 

The WSIP is a $4.845 billion program consisting of 87 capital projects to repair, replace, and upgrade 
critical portions of the Regional Water System and the Local Water System to meet specific level of service goals 
and objectives for seismic reliability, delivery reliability, water quality and water supply in an environmentally 
sustainable manner. For more informatipn regarding the WSIP level of service goals and objectives, see 
"APPENDIX C - WATER SYSTEM IMPROVEMENT PROGRAM." The WSIP category of the Ten-Year Capital 
Plan, projected to comprise approximately $91.7 million, consists of the WSIP costs needed to supplement the WSIP 
funding that makes up the total $4.845 billion through the estimated final completion of WSIP in fiscal Year 
2018-19. 

As of June 30, 2016, WSIP was approximately 92% complete. The most significant WSIP project 
remaining is the Calaveras Dam Replacement Project ("CDRP"), which includes a main dam project and a sub
project to the CDRP, the Fish Passage Facilities at Alameda Creek Diversion Dam ("ACDD"). Although the overall 
WSIP has only increased 12% since 2005, the CDRP and the ACDD will be completed significantly later and at 
significantly higher costs than originally anticipated. Budget increases for the CDRP were primarily due to complex 
geologic site conditions encountered during construction that were different than conditions understood during the 
design phase, resulting in construction change orders, including significant additional excavation quantities for the 
dam abutments. and foundation, disposal of excavation materials and other unusable spoil materials from borrow 
areas, import of rockfill materials to replace unusable spoil materials, and acceleration of the project construction 
schedule. Budget increases for the ACDD were primarily due to necessary changes in the design of the fish ladder 
and appurtenances to accommodate existing site conditions and operational requirements. 

Regional Water Program 

The Regional Water Program, projected to comprise approximately $553.6 million of the Ten-Year Capital 
Plan, finances capital improvements to the Regional Water System (not including WSIP). Regional Water Program 
capital investments include, but are not limited to, water treatment, water conveyance, water supply and storage, 
watersheds and land management, facilities maintenance and security. 

Local Water Program 

The Local Water Program, projected to comprise approximately $619.2 million·ofthe Ten-Year Capital 
Plan, finances capital improvements to the In-City Distribution System. The primary component of the Local Water 
Program, projected to comprise approximately $559.4 million, is for in-City pipe repair and replacement. To address 
concerns regarding an aging in-City potable water conveyance/distribution system, the SFPUC has accelerated the 
pipe repair and replacement rate to 15 miles per year, from a previous rate of 5 miles per year. 
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Other Non-WSIP Projects 

Previously a part of the WSIP, the Non-WSIP category of the Ten-Year Capital Plan is projected to cost 
approximately $39.5 million. This category consists of supplemental funds for two water supply projects - the San 
Francisco Groundwater Supply Project and the Westside Recycled Water Project. The SFPUC expects to enter into 
the CWSRF Agreement with the SWRCB in November 2016 to finance a portion of the cost of the Westside 
Recycled Water Project. See ""OBLIGATIONS PAY ABLE FROM REVENuES - State and Federal Loans". 

Retch Hetchy Water 

Upgrades to the aging facilities of Retch Retchy Water and Power are being planned to ensure reliability 
and preparedness for the future. The Retch Retchy Water category of the Ten-Year Capital Plan is projected to cost 
approximately $443.9 million. Upcountry water and power facilities being assessed and rehabilitated, where 
needed, include three impounding reservoirs, three regulating reservoirs, three large powerhouses, one small 
powerhouse, two switch yards, three substations, 170 miles of pipeline and tunnels, almost 100 miles of paved road, 
over 160 miles of transmission lines, watershed land and rights-of-way property. The Water Enterprise will fund all 
assets relating to Retch Retchy Water (consisting of approximately $104 million of Retch Retchy Water costs) and 
the Retch Retchy Water portion of jointly-owned assets of Retch Retchy Water and the Power Enterprise in the 
Retch Retchy Water and Power System (consisting of approximately $339.8 million of Retch Retchy Water costs). 
See ''the PUBLIC UTILITIES COMMISSION - Organization, Purposes and Powers - Retch Retchy - Water and 
Power Operations". A significant project among the Retch Retchy Water category is the repair of the existing 
Mountain Tunnel which conveys all Tuolumne River supplies through a single conduit. See "-Mountain Tunnel". 

Mountain Tunnel 

As part of the Retch Retchy ,Regional Water System, Mountain Tunnel is a critical water conveyance 
facility. Built between 1917 and 1925, Mountain Tunnel extends 19.2 miles from the Early Intake Dam to Priest 
Reservoir. The lower 12 miles are lined. Recent inspections have shown signs of deterioration in the lining which 
will likely increase over time. The risk of failure of Mountain Tunnel, defined as a loss of 25% carrying capacity, is 
currently low but will increase over time. Failure of Mountain Tunnel would have a significant impact on Retch 
Retchy Water operations, and could cause up to six months of water supply disruption. Options currently under 
study to remedy the problem include repairs to the existing tunnel and construction of a bypass tunnel. The SFPUC 
ha:;; engaged an expert Technical Advisory Panel to review alternatives. 

The SFPUC is currently active on three parallel tracks regarding Mountain Tunnel: (1) the Mountain 
Tunnel Inspection and Repairs project, (2) the Mountain Tunnel Adits and Access Improvement Project, and (3) the 
Mountain Tunnel Long Term Improvements project. 

The Mountain Tunnel Inspection and Repairs project provides for a tunnel inspection in January-February 
2017 to update the Condition Assessment conducted in 2008, as well as interim repairs in 2017 and in November 

· 2018 to reduce the risk of failures in the concrete lining. · . 

The Mountain Tunnel Adits and Access Improvement Project is intended to meet water delivery goals and 
address the critical nature of the potential impact of lining failure on water delivery obligations. The Mountain 
Tunnel ~ust be returned to service· within three months in the event of a water service interruption. In order to 
accommodate quick entry of construction crews and equipment into Mountain Tunnel, improvements at Adit 5/6 
and 8/9, access roads and adits will be constructed to minimize the time required to return the tunnel to service. An 
Emergency Restoration Plan ("ERP") has been prepared to establish an outline for basic service restoration plans 
and procedures. The monitoring system to assess changed conditions in the tunnel will be enhanced to complement 
the existing system. The emergency implementation component will be produced at the completion of the access and 
adit improvements. 

The Mountain Tunnel Long Term lmprovem.ents project provides for evaluation of alternatives for the 
Mountain Tunnel facility, and eventually, the design and construction of the preferred engineering alternative that 
will keep this vital component of the Retch Retchy Water and Power System in reliable service. The decision 

61 
OHSUSA:765680398.3 



regarding the Long-Term Improvements Project is anticipated to be made in mid-2017 after completion of the 2017 
projects including inspection and interim repairs. 

Were a total collapse of Mountain Tunnel ever to occur prior to implementation of the Long-Term 
Improvements Project, it is the SFPUC's best estimate that it might take up to six months to restore water deliveries, 
depending on the exact extent of the failure. Upon completion of the adits and access improvements to Mountain 
Tunnel set forth above, the amount of time needed to restore deliveries would be reduced to three months. The 
SFPUC has also developed contingency emergency plans for supplying water in the event of a lqss of Mountain 
Tunnel. Initially, it would rely on its local resources, just as it would rely upon for any outage of the regional water 
transmission system. These resources include the SFPUC's local Bay Area storage as well as its emergency interties 
with the East Bay Municipal Utility District and the Santa Clara Valley Water District. More extreme measures 
would include requesting emergency support from the Modesto, Turlock and/or Oakdale Irrigation Districts and 
potentially the State Water Project. An additional measure would also be to request its customers to reduce their 
consumption by conservation or shifting to other available water sources. 

Improvements to Mountain Tunnel, a jointly-owned asset with the Power Enterprise, is projected to cost 
approximately $640.2 million over the Ten-Year Capital Plan period, of which approximately $573.5 million is 
expected to be funded in Fiscal Year 2019-20 pursuant to existing cost-sharing agreements with Wholesale 
Customers. The Water Enterprise's 45% share of funding of the Mountain Tunnel projects is projected to be 
approximately $288 million. The remaining 55% share of funding of the Mountain Tunnel projects is expected to be 
funded by the Power Enterprise. See "FINANCIAL OPERATIONS- General-Allocation ofHetch Hetchy Project 
Costs." 

Environmental Considerations 

Projects undertaken by the SFPUC are generally subject to CEQA and certain projects involving the 
participation of federal agencies, including projects on federal land, are also subject to the National Environmental 
Policy Act of 1969, as amended (42 U.S.C. Section4321) ("NEPA"). The San Francisco Planning Department, 
acting as lead agency under Chapter 31 of the City's Administrative Code, generally coordinates environmental 
review of SFPUC projects. Federal agencies which issued permits for WSIP projects completed the necessary 
reviews under NEPA prior to issuance of the requested permits or other regulatory approvals. 

Under CEQA, a project that may have a significant effect on the environment and is to be carried out or 
approved by a public agency must comply with a comprehensive environmental review process, including the 
preparation of an Environmental Impact Report ("EIR"). The EIR reflects not only an independent technical 
analysis of the project's potential impacts, but also the comments of other agencies with some form of jurisdiction 
over the project arid the comments of interested members of the public. Contents of the EIR include a detailed 
statement of the project's significant environmental effects; any such effects that cannot be avoided ifthe project is 
implemented; mitigation measures proposed to minimize such effects;· alternatives to. the proposed project; the 
relationship between local and short-term uses and long-term productivity; any significant irreversible 
environmental changes that would result from the project; the project's growth-inducing impacts; and a brief 
statement setting forth the agency's reasons for determining that certain effects are not significant and hence do not 
require discussion in the EIR. Before approving a project the SFPUC must make findings on whether or how it can 
mitigate the significant environmental effects of the project. If the project requires mitigation, the SFPUC must 
adopt a mitigation monitoring plan to determine whether the mitigation is carried out during project implementation. 
If the SFPUC determines that the project itself will not have a significant effect on the environment, it may adopt a 
written statement (called a negative declaration) to that effect and need not prepare an EIR. After deciding to 
approve or carry out a project, either following the EIR process or after adopting a negative declaration, the SFPUC 
must file notice of such determination. 

Prior to the sale of bonds, the San Francisco Planning Department Environmental Review Officer will issue 
a "Planning Certificate" required .under Proposition E. The Planning Certificate will identify the status of · 
environmental review for each capital project to be funded under the proposed bond sale and the type of CEQA 
document either completed or to be completed for each project. CEQA compliance must be completed for each 
project prior to project approval or approval to award a construction contract to implement any project to be funded 
by the proposed bond sale. 
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Any action or proceeding challenging the SFPUC's determination must be brought within 30 days 
following the filing of such notice. Actions have been, and in the future may be, filed against the SFPUC 
challenging a project's compliance with CEQA, including the adequacy of the EIR and other environmental 
documents, for particular projects. If an action challenging the SFPUC's compliance with CEQA is successful, the 
particular project could be delayed, revised, suspended or canceled. CEQA also contains a number of exemptions, 
which the SFPUC uses for its projects when appropriate. · 

As part of its regular planning and budgetary process, the San Francisco Planning Department gives careful 
attention to environmental considerations. All projects are evaluated under the SFPUC's environmyntal evaluation 
procedures, developed in compliance with federal and State laws and regulations, and City Ordinances and 
Administrative Code procedures. 

FINANCING OF CAPITAL IMPROVEMENTS 

Long Term Financing of Capital Program 

Pursuant to the Water Enterprise's Ten-Year Financial Plan for Fiscal Year 2016-17 to Fiscal Year 
2025-26, adopted by the Commission in February 2016, long-term debt financing is projected to fund approximately 
$1.33 billion of the Ten-Year Capital Plan. Revenue (pay-as-you-go) funding is expected to provide approximately 
$512.9 million of funds for a portion o,f the remaining funding of the Ten-Year Capital Plan. Long-term debt 
financing is expected to be comprised primarily of Additional Series of Bonds and the CWSRF Loan for the 
Westside Recycled Water Project. See "OBLIGATIONS PAYABLE FROM REVENUES - State and Federal 
Loans." 

Interim Funding of Capital Program 

The SFPUC utilizes the Water Enterprise's commercial paper program (the "Water Commercial Paper 
Notes") to meet the expenditure and encumbrance needs of capital projects on an interim basis through design and 
into the early project construction phase: Commercial paper is then refunded and consolidated into either long-term 
revenue bond issues or a Parity State Loan when the outstanding and encumbered amount of commercial paper 
approaches authorized limits. This approach allows the SFPUC to take advantage of lower short-term interest rates, 
and to size and closely time long-term financings with projected need. 

The SFPUC has authorized the issuance of up to $500 million in Water Commercial Paper Notes. As of 
September 1, 2016, $236 million aggregate principal amount of Taxable Water Commercial Paper Notes were 
outstanding. The SFPUC anticipates issuing additional Water Commercial Paper Notes to provide interim financing 
for Water Enterprise capital projects. See "OBLIGATIONS PAYABLE FROM REVENUES - Subordinate Debt 
and Commercial Paper." 

Sources of Funding the Capital Improvement Program 

The following table sets forth the projected sources of funds for the first five years 'of the Water 
Enterprise's capital improvement program as set forth in the Ten-Year Capital Plan. The repayment of projected 
principal and interest on these future debt issues was incorporated into the development of the SFPUC's approved 
retail water rates through Fiscal Year 2017-18, and has also been reflected in the remaining projection period set 
forth in the Ten-Year Financial Plan for Fiscal Year 2018-19 to Fiscal Year 2025-26. Pursuant to the WSA, a share 
of debt service associated with improvements to the Regional Water System is the responsibility of the Wholesale 
Customers. 

The SFPUC projects that retail water rates will increase annually by an average of approximately 7.75% 
from Fiscal Year 2018-19 to Fiscal Year 2025-26, after the current adopted rate period ends in Fiscal Year 2017-18. 
However, no rate increases beyond June 30, 2018 have been proposed to, or adopted by, the Commission or 
submitted to the Board of Supervisors, and any future retail water rate increases are subject to future approval by the 
Commission; subject to the Board of Supervisors' ability to reject rate increases. See "FINANCIAL 
OPERATIONS." 
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TABLE 15 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FUNDING SOURCES 

Appropriations 

Revenue Bonds I Parity State Loan 
Water Revenues 
Capacity Charge Revenues 

Total Sources 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)<1l 

2017 2018 2019 
$204,880 (2) $158,522 (2) $230,118 

$182,238 $129,692 $177,314 
18,341 27,830 51,804 
4,300 1,000 1,000 

$204,880 $158,522 $230,118 

2020 
$462,559 

$409,755 
51,804 

1,000 
$462,559 

2021 
$125,074 

$85,103 
38,971 

1,000 
$125,074 

(I) Amounts are based on anticipated appropriations and are projections from the Water Enterprise Ten-Year Capital Plan. 
Acfoal results may differ materially from these projections. See "FORWARD-LOOKING STATEMENTS" above. 

(z) Budgeted. · 
Source: SFPUC, Financial Services 

FINANCIAL OPERATIONS 

General 

The SFPUC is a department of the City and, as such, the financial operations of its three enterprises are 
included in the Comprehensive Annual Financial Report of the City and shown as enterprise funds. 

The following information is provided with respect to the Water Enterprise only and does not purport to 
reflect the financial position of the SFPUC or the City as a whole. 

Basis of Accounting. The accounts of the Water Enterprise are organized on the basis of a proprietary fund 
type, specifically an enterprise fund. The financial activities of the Water Enterprise are accounted for on a flow of 
economic resources measurement focus, using the accrual basis of accounting. Under this method, all assets and 
liabilities associated with its operations are included on the statement of net assets; revenues are recorded when 
earned, and expenses are recorded when liabilities are incurred. 

The Water Enterprise applies all applicable GASB pronouncements. 

City Budget Process. The SFPUC's operating and capital budget preparation and approval is a part of a 
City-wide process. The SFPUC is one of several departments that prepare biannual budgets. The Commission 
reviews and approves the SFPUC's two-year budget, which is then submitted to the Mayor's Office for review. The 
Mayor then incorporates the proposed budget, with amendments, into the City-wide budget that is submitted to the 
Board of Supervisors for approval. Under the Charter, the Board of Supervisors may increase or decrease any 
proposed expenditure in the Mayor's budget so long as the aggregate changes do not cause the expenditures to 
exceed the total amount of expenditures proposed by the Mayor. The Charter further provides that the Mayor may 
reduce or reject any expenditure authorized by the Board of Supervisors except appropriations for bond interest, 
redemption or other fixed charges, subject to reinstatement of any such expenditure by a two-thirds vote of the 
Board of Supervisors. 

City Services Auditor. On November 4, 2003, voters in the City adopted Proposition C, an ordinance that 
established the City Services Auditor ("CSA"), an audit function within the Office of the City Controller. Pursuant 
to the provisions of this ordinance, which have been incorporated into the Charter, the CSA has broad oversight 
authority and responsibilities including, but not limited to, (i) to reporting upon level of effectiveness for City public 
services, (ii) auditing financial and management performance of City departments and functions, (iii) ensuring the 
financial integrity and improving the overall performance and efficiency of City government, and (iv) maintaining a 
whistleblower hotline to investigate upon reports of fraud, waste and abuse. 
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Sources of Revenue. The Water Enterprise's principal source of revenue is the sale of water to its Retail 
. Customers and Wholesale Customers, as shown below for Fiscal Year 2014-15. 

TABLE 16 
FISCAL YEAR 2014-15 WATER ENTERPRISE REVENUES 

(IN THOUSANDS) 

Retail water sales 
Wholesale water sales 
Other Revenue 
Total 

Source: SFPUC; Financial Services 

$189,413 
210,610 

31,813 
$431,831 

Other Revenue shown above includes rental income, interest earnings, capacity fees, charges for services to 
City departments and other non-operating revenues. 

The setting of water rates by the City is not subject to any State or. federal regulatory approval. The 
SFPUC's ability to generate revenue may be limited by certain provisions of the State Constitution and the Charter 
of the City. See "CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS." 

Allocation of Hetch Hetchy Project Costs. A number oftb.e facilities of the Hetch Hetchy Project are joint 
assets and are used for both water transmission and power generation and transmission, benefitting both Retch 
Retchy Water and the Power Enterprise. All power sales revenues ar.e allocated to the Power Enterprise. Per 
negotiation with Wholesale Customers, operating and capital costs benefitting the Power Enterprise and 55% of 
operating and capital costs that jointly benefit both Retch Retchy Water and the Power Enterprise are allocated to 
the Power Enterprise. Operating and capital costs benefitting Retch Retchy Water and 45% of operating capital 
costs jointly benefitting both Retch Retchy Water and the Power Enterprise are allocated to the Water Enterprise. 
Costs allocated to the Water Enterprise are paid through an inter enterprise transfer from the Water Enterprise to 
Retch Retchy Water and l>ower. Such transfers constitute "Operation and Maintenance Costs of the Enterprise." 
See"- Operating and Maintenance Expenses" and"- Inter Enterprise Transfers." · 

Wholesale Water Sales Revenue 

Wholesale Rate-Setting Process. Wholesale Customer rates are determined annually based upon the 
Wholesale Customers' collective share of the Water Enterprise's total revenue requirements, known ·as the 
"Wholesale Revenue Requirement" in the WSA. The Wholesale Revenue Requirement under the WSA consists 
of the sum of the Wholesale Customers' allocated shares of the following costs of the Water Enterprise in providing 
water to the Wholesale Customers: operating and maintenance expenses, administrative and general expenses,. 
property taxes, and the "Suburban Retch Retchy Assessment;" the costs of operating the Hetch Retchy Project 
allocated exclusively to the Water Enterprise or jointly to the Water Enterprise and the Power Enterprise. 

The cost of service for Wholesale Customers includes a pro-rata share of Operation and Maintenance Costs 
of the Enterprise. Capital costs are recovered under the cash method as needed to cover revenue-funded capital 
improvements of the Regional Water System and debt service associated with bond-funded capital projects. The 
operating costs and plant investment for Retch Retchy Water and Power are first classified as power-specific, 
water-specific or joint. The water related costs and water's share of joint costs are reflected in the Wholesale 
Revenue Requirement. 

In addition to· a pro-rata share of Operation and Maintenance Costs of the Enterprise, debt service and 
revenue funded capital, the Wholesale Customers agreed to pay a fixed annual charge to reimburse the Water· 
Enterprise for a pro rata share ofundepreciated investment in facilities capitalized prior to July 1, 2009. The WSA 
allowed the Wholesale Customers to repay the undepreciated value of existing assets as well as construction work in 
progress as of June 30, 2009, in equal annual payments over the 25 years of the WSA at an annual interest rate of 
5.13%. On January 1, 2013, State legislation authorizing BAWSCA to prepay the remaining value on existing 
regional assets to achieve cost savings became effective. On February 27, 2013, the Wholesale Customers through 
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BA WSCA made an early repayment of $356 million to the outstanding balance owed to the Water Enterprise. See 
"FINANCIAL OPERATIONS - Wholesale Water Sales Revenue - Capital Cost Recovery Prepayment." 

The WSA allowed the Wholesale Customers to reimburse the Water Enterprise for any revenue funded 
project expenditures made in Fiscal Year 2009-10 through Fiscal Year 2011-12 using funds appropriated, but 
unspent, prior to July 1, 2009 over 10 years with repayment beginning in Fiscal Year 2014-15 at an annual interest 
rate of 4.00%. The annual payment of$1.2 million has been incorporated into wholesale rates. 

Finally, the WSA contains a rate device known as the balancing account. Any difference between the 
revenues received and the actual earned revenues associated with the allocated cost of wholesale service is placed in 
the balancing account and used to adjust the following year's rate recovery up or down depending on whether there 
is a shortfall or surplus in the balancing account. The projected year-end amount in the balancing account for Fiscal 
Year 2015-16 is $21.5 million owed by the Retail Customers to the Wholesale Customers. 

Statutory and Contractual Limits on Wholesale Water Rates. The sale and delivery of water to the 
Wholesale Customers under the WSA are subject to the "Rules and Regulations Governing Water Service to 
Customers" of the Water Enterprise adopted by the Commission, and as they may from time to time be amended, 
that are (1) applicable to the sale and delivery of water to the Wholesale Customers, (2) reasonable, and (3) not 
inconsistent with either the WSA or with an Individual Contract. · 

Wholesale Water Rate Adjustments. Under the WSA, adjustments to the Wholesale Customers' rate 
schedules, other than emergency rate adjustments and drought pricing, discussed below, are coordinated with the 
budget development process. If the SFPUC desires to increase Wholesale Customer rates, it is required to provide 
certain yearly budget information to the Wholesale Customers prior to adoption of any such rate increases. Failure 
to do so will not prohibit the SFPUC from adoption of such rates, but, in the event of such failure, the Wholesale 
Customers may either invoke arbitration, or seek injunctive relief to compel the SFPUC to remedy the failure as 
soon as reasonably practical. 

The SFPUC may increase the water rates applicable to the Wholesale Customers without compliance with 
the above described procedures in the event a drought, earthquake, other act of God, malfunctioning of the Regional 
Water System or other emergency which requires an increase in rates. Rates may be increased on an emergency 
basis to cover operating expenses and capital costs. Any such emergency rate increase must be accompanied by a 
rate increase for Retail Customers of an equal percentage. 

Any emergency rate surcharge adopted by the Commission will remain in effect only until the next budget 
coordinated rate-setting cycle. 

Drought pricing for Wholesale Customers, if required, could also be changed under similar terms and 
conditions set forth for emergency rate increases. Any drought-related pricing or surcharge adopted by the 
Commission would also remain in effect only until the next budget coordinated rate-setting cycle. See "-Impact of 
Current California Drought on Revenues and Rates." 
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Historical Wholesale Water Rate Adjustments. The following table lists wholesale water rate adjustments 
since Fiscal Year 2006-07 for the Wholesale Customers . 

. TABLE 17 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN WHOLESALE WATER RATES 

Date 
July 2007 
July 2008 
July 2009 
July 2010 
July 2011 
July 2012 
July 2013 
July 2014 
July 2015 
July 2016 

Change in 
Wholesale Rates (J) 

6.3% 
10.0 
15.7 
15.2 
38.4 
11.4 

(16.4) 
19.6 
28.0 

9.3 

(!) Wholesale rates are set prospectively based on an estimate of the Wholesale Revenue Requirement. 
As such, rates may increase or decrease significantly from year to year. 

Source: SFPUC, Audited Financial Statements, and SFPUC Financial Services 

Arbitration for Disputes. The Prior Master Water Sales Contract had a binding arbitration provision for 
disputes related to wholesale rate setting by the SFPUC. The SFPUC and its Wholesale Customers arbitrated one 
dispute over the 25-year term of the Prior Master Water Sales Contract. The WSA continues the practice of binding 
arbitration and the SFPUC and its Wholesale Customers have settled other disputes, without invoking arbitration, as 
part of the true up process for determining the actual Wholesale Revenue Requirement following the close of each 
fiscal year. 

Capital Cost Recovery Prepayment. Under the WSA, the Wholesale Customers had been making total 
annual capital cost recovery payments to the SFPUC of approximately $28.2 million, with such annual payments 
due through the expiration of the WSA in 2034. In February 2013, the Wholesale Customers, acting through 
BA WSCA, exercised a right to prepay the outstanding balance of the capital cost recovery obligation, in the amount 
of $356,139,000, to the SFPUC, thereby discharging the obligation in its entirety. Since the Wholesale Customers' 
obligation was to the Retail Customers of the SFPUC for funding the existing capital assets of the Retch Hetchy 
Regional Water System, the SFPUC developed a plan to use the proceeds to pay costs of certain regional and local 
capital projects allocated to Retail Customers, to refund certain then outstanding Water Revenue Bonds and to fund 
unrestricted available fund balance reserves. The SFPUC realized the proceeds as Revenues of the Water Enterprise 
from the Wholesale Customers in Fiscal Year 2012-13. As a result, water sales for Wholesale Customers in Fiscal 
Year 2012-13 and debt service coverage in Fiscal Year 2012-13 and Fiscal Year 2013-14 increased significantly. 
See "HISTORICAL OPERATING RESULTS - Summary of Historical Operating Results and Debt Service 
Coverage - Table 25" herein. 

Retail WaterBales Revenue· 

Retail Rate Structure. Retail Customers pay a flat monthly service charge based on the size of the meter 
plus a volumetric charge for all water delivered based on one-month meter re;:tdings. Volumetric charges for single
and multi-family residential customers are based on a two-tiered rate structure, where the first tier is applicable to 
the first 4 CCF (centum cubic feet) of use per month (single-family) or 3 CCF of use per month (multi-family), and 
the second tier is applicable to all additional use. Volumetric charges for non-residential customers are based on a 
uniform rate. The table below details retail water rates for Fiscal Year 2015-16. 
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TABLE18 
RA TES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2016 

Uniform<2J 
Tier 1 (3) (0-4 or 0-3 CCF) 
Tier 2 (All other usage) 

Single-Family 
Residential 
($/CCF)<1> 

6.00 
8.05 

Multi-Family 
Residential 

($/CCF) 

6.14 
8.23 

(l) One "CCF" equals one hundred cubic feet of water (equal to 748 gallons). 

Non-Residential 
($/CCF) 

7.14 

<2> Different rates applying to builders and contractors, irrigation, municipal, interruptible and docks and ships apply 
to a small percentage ofNon-Residential use. 

<3l Tier 1 for single-family residential is from 0-4 CCF; tier 1 for multi-family residential is from 0-3 CCF. 
Source: SFPUC, Financial Services 

The following table shows a comparison of typical monthly charges for representative Retail Customer 
classes based on average use. · 

TABLE19 
MONTHLY CHARGES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2016 

Average Meter Fixed Volume 
Customer Tyee Use {CCF} Size Charge Charge 
Average Single Family Residence 5.1 5/8" $ 10.86 $ 32.86 
Larger Single Family Residence 15 3/4" 13.68 112.55 
Large Apartment Building 525 4" 145.95 3,750.18 
Large Office 983 4" 145.95 7,018.62 
Department Store 2,199 4" 145.95 15,700.86 
Hotel 7,811 8" 455.56 55,770.54 

Source: SFPUC, Financial Services 

Total 
Monthly 
Charges 

(Volume+ 
Fixed} 

$ 43.72 
126.23 

3,896.13 
7,164.57 

15,846.81 
56,226.10 

Retail Rate-Setting Process. The SFPUC is authorized and required under- the Charter and Proposition E to 
set rates, fees and other charges in connection with providing the utility services under its jurisdiction, subject to 
rejection - within 30 days of submission - by resolution of the Board of Supervisors. If the Board of Supervisors 
fails to act within 30 days, the rates will become effective without further action. 

Under the charter, in setting retail rates, fees and charges (for water and for the sewer and power utility 
services it provides) the SFPUC is required to take the following actions: 

(1) Establish rates, fees and charges at levels sufficient to improve or maintain financial condition and 
bond ratings at or above levels equivalent to highly· rated utilities of each enterprise under its 
jurisdiction, meet requirements and covenants under all bond resolutions and indentures 
(including, without limitation, increases necessary to pay for the retail customers' share of the debt 
service on bonds and operating expenses of any State financing authority), and provide sufficient 
resources for the continued financial health (including appropriate reserves), operation, 
maintenance and repair of each enterprise, consistent with good utility practice. 
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(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Retain an independent rate consultant to conduct rate and cost of seryice studies for each utility at 
least every five years. 

Set retail rates, fees and charges based on the cost of service. 

Conduct all studies mandated by applicable State and federal law to consider implementing 
connection fees for water and clean water facilities servicing new development. 

Conduct studies of rate-based conservation incentives and/or lifeline rates and similar rate 
structures to provide as.sistance to low income users, and take the results of such studies into 
account when establishing rates, fees and charges, in accordance with applicable State and federal 
laws. 

Adopt annually a rolling 5-year forecast of rates, fees and other charges. 

Establish a Rate Fairness Board consisting of seven members: the City Administrator or his or her 
designee; the Controller or his or her designee; the Director of the Mayor's Office of Public 
Finance or his or her designee; two residential retail customers, consisting of one appointed by the 
Mayor and one by the Board of Supervisors; and two business retail customers, consisting of a 
large business customer appointed by the Mayor and a small business customer appointed by the 
Board of Supervisors. Specific duties for the Rate Fairness Board include: 

(a) annual review of a five-year rate forecast; 

(b) hold one or more public hearings on annual rate recommendations before the SFPUC 
adopts rates; 

( c) provide a report and recommendations to the SFPUC on the rate proposal; and, 

( d) in connection with periodic rate studies, submit to the SFPUC rate policy 
recommendations for the SFPUC's consideration, including recommendations to 
reallocate costs among various retail utility customer classifications, subject to any 
outstanding bond requirements. 

Retail rates and the retail rate-setting process must also comply with the requirements of the State 
Constitution, including notice, protest and public hearing requirements. See "CONSTITUTIONAL, STATUTORY 
AND CHARTER LIMITATIONS - State Law Limitations." 

Retail Water Rate Adjustments. The SFPUC's retail rates and charges for delivered water are set to equal 
the cost of operation, maintenance, replacement, debt service and other costs incurred in gathering, treating and 
delivering water for consumptive and other uses in the City and other areas receiving retail service from the Water 
Enterprise. The SFPUC has regularly reviewed and often increased its retail water rates to fund operating and 
capital costs. In May 2014, the Commission approved retail water rates and charges for the four-year period 
effective.July 1, 2014 through June 30, 2018. 
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The following table lists retail water rate adjustments since Fiscal Year 2006-07, as well as approved future 
rate increases through Fiscal Year 2017-18. 

TABLE20 
HISTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 

IN RETAIL WATER RATES 

Date 
July 2007 
July 2008 
July 2009 
July 2010 
July 2011 
July 2012 
July 2013 
July 2014 
July 2015 
July 2016 
July 2017 

(I) Adjustment effective July 14, 2007. 

Retail Rates 
15.0 (!) 
15.0 
15.0 
15.0 
12.5 
12.5 
6.5 

12.0 
12.0 
10.0 
7.0 <2) 

(Z) Based on the four-year rate schedule covering July 1, 2014 to June 30, 2018, approved in May 2014. 
Source: SFPUC, Financial Services. 

The SFPUC may make adjustments from time to time irt such rates, fees and charges and may make such 
classification of rates, fees and charges as it deems necessary, but will not reduce such rates, fees and charges below 
those then in effect unless the Revenues resulting after such reduced rates, fees and charges are put into effect will at 
all times be sufficient to meet the rate covenants set forth in the Indenture. See "SECURITY FOR THE BONDS -
Rate Covenants." 

The SFPUC recently retained an independent rate consultant to conduct rate and cost of serVice studies for 
rates effective July 1, 2018. 

Billing and Collection Procedures. All Retail Customers are billed monthly on the basis of metered water 
use. In the event of non-payment, the SFPUC has authority and power to discontinue service and, in 
owner-occupied buildings and master metered apartment buildings, to record liens on property. 
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Delinquencies. The table below shows the delinquency in collection of water charges from Retail 
Customers as of June 30, 2016. The SFPUC considers its rates of payment delinquency, service discontinuance for 
non-payment, and write-offs for uncollectible accounts to be low by water industry standards for urban areas. 

TABLE21 
ACCOUNTS RECEIVABLES AGING REPORT . 

AS OF JUNE 30, 2016 

0 - 30 Days 
31 - 60 Days 
61 - 90 Days 
Over 90 Days 
Total 

Credit Balances 

Period 

Total Aged Receivables 

Less Allowance For Doubtful Accounts 
Accounts Receivable, Net of Allowance 

(I) Excludes receivables from municipal customers. 
Source: SFPUC, Financial Services. 

AmountOl 
$19,402,774.42 

828,085.24 
275,989.66 
530,518.38 

$21,037,367.70 

$(533,412.89) 
$20,503,954.81 

$(2,019 ,242.99) 
$18,484,711.82 

Percent of Total 
9Z.23% 

3.94 
1.31 
2.52 

100.00% 

The following table shows a five-year history of write-offs for uncollectible accounts. 

TABLE22 
WRITE-OFFS FOR UNCOLLECTIBLE ACCOUNTS 

Fiscal Year % of Total 
(ended June 30) Amount Revenues 

2011 $ 17,274 0.006% 
2012 14,920 0.004 
2013 4,081 0.001 
2014<1l 472,784 0.121 
2015(!) 617,734 0.143 
2016 3,528 0.001 

Percent. of Total 
Projected 2015-16 

Revenues 
4.41% 
0.19 
0.06 
0.12 
4.78% 

(I) Write-offs for Fiscal Years 2013-14 and 2014-15 include amounts from Fiscal Years 1999-2000 to 2012-13 initially 
reported to the SFPUC as uncollectable by the Bureau of Delinquent Revenues in Fiscal Years 2013-14 and 2014-15. · The 
SFPUC expects that the Bureau of Delinquent Revenues will report such uncollectable amounts .to the SFPUC on an annual 
basis moving forward. 

Source: SFPUC, Financial Services. 
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Comparative Retail Water Rates. The following table shows a comparison of monthly charges by selected 
local water purveyors for a typical residential account with a 5/8-inch meter using 6 CCF (600 cubic feet) of water 
per month, which is the historical average monthly use for SFPUC single-family residential customers. 

TABLE23 
COMPARATIVE MONTHLY RESIDENTIAL WATER CHARGES 

AS OF JULY 1, 2016 

Water Purveyor 
City ofPalo Alto 
San Francisco Public Utilities Commission 
City ofHayward 
Alameda County Water District 
Contra Costa County Water District 
East Bay Municipal Utility District 
City of Santa Clara 

(I) Based on monthly usage of 6 CCF. 
(Z) Includes drought surcharge. 
(3) Monthly charge for Fiscal Year 2016-17. 

Monthly Charge<1l 

$57.15(2) 

50.96(3) 

46.52 
41.01(2) 

40.54(4) 

39.65(4) 

29.70 

(4) Contra Costa County Water District and East Bay Municipal Utility District have elevation surcharges. Amounts 
listed above assume the lowest elevation. 

Source: SFPUC, Financial Services 

Impact of Current California Drought on Revenues and Rates 

The current California drought has not altered the four-year retail rate package adopted by the Commission 
on May 13, 2014 that took effect on July 1, 2014. However, in response to regulations adopted by SWRCB, on 
August 26, 2014 the Commission imposed mandatory restrictions, consistent with the SWRCB's Emergency 
Regulations, on outdoor irrigation by reducing all outdoor irrigation of ornamental landscapes or turf with potable 
water by Retail Customers by at least 10%, for the period October 1, 2014 through June 30, 2015. In response to 
continued drought conditions, the Commission increased the mandatory outdoor irrigation reduction to 25%, 
effective July 1, 2015. To regulate mandatory restrictions, the Commission adopted Excess Water Use charges 
applicable to retail potable water irrigation accounts that do not meet the required reduction level. For each 
customer account, an excess use charge for water use above the 90% cumulative allocation for the entire restriction 
period was assessed at either two times the applicable water rate for that account or three times the applicable water 
rate for customers paying the lower interruptible irrigation rate. 

On May 18, 2016, the SWRCB adopted new standards for drought emergency water conservation 
regulation that allow utilities to self-certify that they have sufficient available water to meet demand for another 
three years of drought. The SFPUC determined that it does meet this· standard and lifted the mandatory 25% 
outdoor irrigation reduction, effective July 1, 2016. Accounts receiving the lower interruptible irrigation rate are 
still subject to a 10% mandatory reduction for the remainder of Fiscal Year 2016-17 and the SFPUC has requested 
that all customers continue with a 10% voluntary reduction in usage. 

Water rates for Retail Customers were established in May 2014 for the four year period from Fiscal Year 
2014-15 through Fiscal Year 2017-18. Because actual water sales have been less than water sales forecasted at the 
time water rates were adopted, retail water sales revenues have been significantly less than forecasted water sales 
revenues. However, the SFPUC was able to offset lower revenues to some extent with reductions to expenditures. 

Capacity Charges 

The SFPUC imposes a capacity charge on any Retail Customer requesting a new connection to the water 
distribution system, or requiring additional capacity as a result of any addition; improvement, modification or 
change in use of an existing connection to the water distribution system. As of July 1, 2016, the capacity charge is 
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$1,302 per equivalent 5/8 inch meter. The capacity charge is adjusted on July 1 of each year by the annual change 
in the 20 City Average Construction Cost Index published by ENR Magazine. 

Operating and Maintenance Expenses 

"Operating and Maintenance Expenses" cover the general operations expenses of the Water Enterprise. 
These expenses include labor and fringe benefits, contractual services, materials and supplies, depreciation, general 
and administrative, services from. other departments and other miscellaneous costs. See "lllSTORICAL 
OPERATING RESULTS." Services from other departments include payment for services from other City 
departments, such as the City Attorney's Office, and the General Services Agency. Operating and Maintenance 
Expenses include payments to Retch Hetchy Water and Power for services related to water storage and delivery. 
See"- Inter-Enterprise Transfers" and "SECURITY FOR THE BONDS - Rate Covenants." 

Allocation of Costs. The SFPUC allocates various common costs it incurs among the Water Enterprise, 
Retch Retchy Water and Power and the Wastewater Enterprise. Allocations are based on the SFPUC management's 
best estimate and may change from year to year depending on activities undertaken by each enterprise and 
information available. The most recent cost allocation review was done in 2014. For Fiscal Year 2016-17, the 
SFPUC has allocated $44.8 million in administrative costs to the Water Enterprise. For Fiscal Year 2015-16, the 
SFPUC allocated $43.2 million in administrative costs to the Wat~r Enterprise, which is included in the financial 
statements under various expense categories. 

Inter-Enterprise Transfers. An annual transfer occurs from the Water Enterprise to Retch Retchy Water 
and Power to pay for services related to water storage and delivery. The budgeted transfer amount is $34.6 million 
for Fiscal Year 2016-17 and was $36.6 million for Fiscal Year 2015-16. An additional transfer related to power 
purchases is budgeted at $10.1 million for Fiscal Year 2015-16 and was $8.7 million in Fiscal Year 2014-15. 
Should Retch Retchy Water and Power incur higher capital costs or higher operating costs in the future, the amount 
of these transfers could increase.· 

Payments to/from the City. 

Payments to City for Interdepartmental Services, A variety of City departments provide services 
such as engineering, purchasing, legal, data processing, telecommunications, and human resources to the 
Water Enterprise and charge amounts designed to recover those costs. The budgeted charge amount is. 
$20.9 million for Fiscal Year 2016-17 and was $21.5 million for Fiscal Year 2015-16. 

Lease Certificate of Participation Financing. On October 7, 2009, the City issued $167.67 
million in fixed-rate Certificates of Participation, Series 2009 C and D, to fund the headquarters of the 
SFPUC at 525 Golden Gate Avenue. Pursuant to a Memorandum of Understanding between the City and 
the SFPUC, the SFPUC agreed to. reimburse the City General Fund for all costs in connection with this City 
financing. This obligation is subordinate to debt service on the Bonds and payments related thereto are 
allocated among the three SFPUC Enterprises. See "OBLIGATIONS PAYABLE FROM REVENUES -
Other Obligations Payable from Revenues." 

Water Payments from Other Agencies. The SFPUC receives payments from other agencies of the 
City for their share of the proportionate cost of the service provided to them. In prior fiscal years, the 
Water Enterprise delivered water without charge to certain City departments. In Fiscal Year 2007-08, the 
Water Enterprise began charging all City departments for water (with the exception of itself and Fire 
Department for water dispensed from fire hydrants). The Water Enterprise collected payments from other 
City agencies totaling approximately $6.7 million in Fiscal Year 2014-15 and $7.0 million in Fiscal Year 
2013-14. 

Debt Management and Fund Balance Reserve Policies 

The SFPUC has established "Debt Management Policies and Procedures"' for debt financing under its 
jurisdiction. The SFPUC has also established separate "Bond Disclosure Compliance Policies and Procedures". 
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These policies that apply to all SFPUC enterprises, including the Water Enterprise, and are intended to enable the 
SFPUC to effectively manage its debt issuance and administration practices. The "Debt Management Policies and 
Procedures" are reviewed bi-annually and revised, as necessary, with Commission approval. · The most recent 
revisions were approved on March 24, 2015. 

The SFPUC also established a "Fund Balance Reserve Policy" in 2010. This policy is applied to the 
long-term financial planning of all SFPUC enterprises, including the Water Enterprise. The Fund Balance Reserve 
Policy states that operating and capital plans, budgets and rates will be projected and proposed for adoption such that 
all bond indenture requirements are met or exceeded and that Operating Fund Balance Reserves meet one or more of 
the following: total at least 15% of annual revenues; total at least 15% of annual expenditures; or result in Debt 
Service Coverage, on a bond indenture basis, including fund balance reserves available to pay debt service, of at . 
least 1.25 times. 

The SFPUC makes no representation that these policies will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, and makes no representation that these policies will 
be followed by the SFPUC. 

Investment of SFPUC Funds 

The SFPUC's pooled deposits and investments are invested pursuant to State law and the investment policy 
established from time to time by the City Treasurer and overseen by the Treasury Oversight Committee. The current 
policy seeks the preservation of capital, liquidity and yield, in that order of priority. Under the City Treasurer's 
current investment procedures, the SFPUC's pooled deposits and investments are invested in the City's larger 
pooled investment fund (the "City Pool"). Among other purposes, the City Pool serves in effect as a disbursement 
account for expenditures from the City's various segregated and pooled funds. Investments are generally made so 
that securities can be held to maturity. The City Treasurer calculated the weighted average maturity of these 
investments as ofJuly 31, 2016 to be 391 days. 

The following table sets forth the approximate book values of the investments held in the City Pool 
reported by the City Treasurer as of July 31, 2016. The Water Enterprise's pooled deposits and investments 
accounted for approximately $441.45 million, or approximately 6.21%, of such amounts. 

TABLE24. 
CITY POOLED INVESTMENT FUND 

(AS OF JULY 31, 2016) 

U.S. Treasuries 
Federal Agencies 

Investments 

State & Local Government Agency Obligations 
Public Time Deposits 
Negotiable CDs 
Commercial Paper 
Medium Term Notes 
Money Market Funds 
Supranationals 
Total 

Book Value 
(millions) 

$ 498.2 
3,684.9 

231.9 
1.4 

1,265.l 
537.8 
323.4 
435.5 
124.9 

$7,103.l 

Source: Office of the Treasurer & Tax Collector of the City and County of San Francisco. 

The SFPUC's non-pooled deposits and investments consist primarily of funds related to the SFPUC's 
Outstanding Bonds, which are invested pursuant to policy established by the SFPUC, subject to the restrictions 
contained in the applicable bond documentation. 
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Risk Management and Insurance 

The SFPUC's risk management program encompasses both self-insured and insured coverage. Risk 
assessments and coverage are coordinated by the SFPUC Enterprise Risk Manager through the City Office of Risk 
Management. With certain exceptions, the City and SFPUC's general approach is to first evaluate self-insurance for 
the risk of loss to which it is exposed. Based on this analysis, the SFPUC has determined that mitigating risk 
through a "self-retention" mechanism is more economical as it manages risks .internally and. administers, adjusts, 
settles, defends, and pays claims from budgeted resources (i.e., pay-as-you-go). When economically more viable or 
when required by debt financing covenants, the SFPUC obtains commercial insurance. 

At least annually, the City reviews and actuarially determines general liability and workers' compensation 
liabilities, which are recorded as "Damages and Claims" and "Accrued Worker's Compensation" in the financial 
statements. 

The SFPUC does not maintain commercial earthquake coverage for the Water Enterprise, with certain 
minor exceptions, such as a sub-limit for fire-sprinkler leakage due to earthquake under the Property Insurance. 
program. 

The following is a summary of the SFPUC's coverage appro~ch to risk: 

Primary Risks 
General Liability 
Property 
Workers' Compensation 

Other Risks 
Surety Bonds 
Professional Liability 
Errors & Omissions 
Builders Risk 
Public Officials Liability 

Typical Coverage Approach 
Self-Insured 
Purchased Insurance & Self-Insured 
Self-Insured through City-Wide Pool 

Typical Coverage Approach 
Purchased and Contractually Transferred 
Combination of Self:. Insured, Purchased Insurance and Contractual Risk Transfer 
Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Purchased Insurance & Contractual Risk Transfer 
Purchased Insurance 

The SFPUC's property risk management approach varies depending on whether the facility is currently 
under construction, or ifthe property is part ofrevenue-generating operations. The majority of purchased insurance 
is for revenue-generating facilities, debt-financed facilities, and mandated coverage to meet statutory or contractual 
requirements. 

Additionally, the SFPUC acknowledges the importance of aligning strategic planning to the risk 
management process and has implemented an Enterprise Risk Management ("ERM") program to meet this need. 
The framework provides a strategic approach to managing operational risks. The ERM program has been 
implemented thus far at the SFPUC Business & Financial Services Bureau.and Power Enterprises and plans are in 
place to continue implementation across the remainder of the SFPUC. 

Capital Project Risk Management. For capital construction projects, the SFPUC has utilized traditional 
contractual risk transfer, owner-controlled insurance programs or other alternative insurance programs. Under the 
latter two approaches, the insurance program usually provides coverage for the entire construction project, along· 
with multiple risk coverages, such as general liability and workers compensation. When a contractual risk transfer is 
used for capital construction risks, the SFPUC requires each contractor to provide its own insurance, while ensuring 
that the full scope of work be covered with satisfactory levels to limit the SFPUC's risk exposure balanced by that 
which is commercially available .. 

Performance bonds are required, and Builder's Risk insurance must be purchased, in most phases of the 
construction contracting process for such phases, as bid, performance, and payment or maintenance. Additionally, 
bonds may be required in other contracts where· goods or services are provided to ensure compliance with applicable 
terms and conditions such as warranty. 
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Professional liability policies are either directly purchased insurance on behalf of the SFPUC, transferred 
through contract to the contracted professional, or retained through self-insurance on a case by case basis depending 
on the size, complexity or scope of construction .or professional service contracts. Professional liability policies are 
typically purchased for services provided by engineers, architects, design professionals and other licensed or 
certified professional service providers. 

Builder's Risk policies of insurance are required to be provided either through an owner-controlled 
insurance program or the contractor on all construction projects for the full value of the construction. 

HISTORICAL OPERATING RESULTS 

Summary of Historical Operating Results and Debt Service Coverage 

The historical results of operations reflected in the following table are based on the tables contained in the 
Financial Statements entitled "Statements of Revenues, Expenses and Changes in Net Position" and "Statements of 
Cash Flows" for the Fiscal Years listed. This table presents "Debt Service Coverage" as defined under the Indenture 
and excludes certain non-operating revenue and expenses included in the "Statements of Revenues, Expenses and 
Changes in Net Position" table. Consequently, "Operating and Investment Income" presented in this table differs 
from "Change in net position" in the "Statements of Revenues, Expenses and Changes in Net Position" table. The 
calculation of debt service coverage includes net operating income and funds not budgeted to be spent in the next 
twelve months and legally available to pay debt service, as permitted under the Indenture. The audited financial 
statements of the Water Enterprise for Fiscal Years 2013-14 and 2014-15, prepared by the SFPUC and audited by 
KPMG LLP, independent certified public accountants, are attached as APPENDIX D to this Official Statement. The 
following table should be read in conjunction with such financial statements. KPMG LLP has not reviewed the 
following table. See "APPENDIX D- SFPUC WATER ENTERPRISE FINANCIAL STATEMENTS." 

(Remainder of Page Intentionally Left Blank) 
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TABLE2S 
HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS) (l) 

2011 2012 2013 2014 2015 
OPERATING & INVESTMENT REVENUE 

Charges for Services<2l 
Retail Water Sales $129,186 $159,888 $156,454 $183,140 $189,413 
Wholesale Water Sales 142,201 164,281 544,059 171,687 210,610 

Subtotal- Water Sales $271,387 $324,169 $700,513 $354,828 $400,023 
Rental Income<3l 9,388 9,398 9,599 10,675 12,284 
Other Revenues 6,751 7,161 9,271 12,007 11,908 
Capacity Fees<4l 869 1,373 2,087 2,373 1,832 
Investing Activities<5l 17,283 33,450 (281) 10,907 5,789 

Total Revenues $305,678 $375,551 $721,189 $390,789 $431,836 

OPERATING & MAINTENANCE EXPENSE 
Personnel Services<6l $111,363 $114,337 $119,151 $119,849 $99,192 
Contractual Services 15,586 14,838 12,819 10,921 12,729 
Materials and Supplies 13,839 12,140 13,074 12,154 12,667 
Depreciation (7) 58,752 64,595 75,448 89,026 95,384 
Services of Other Departments 46,308 49,395 57,684 54,856 60,365 
General/ Administrative & Other<8l 16,079 49,257 25,563 46,749 16,613 

Total Operating Expenses $261,927 $304,562 $303,739 $333,555 $296,950 

OPERATING AND INVESTMENT INCOME $43,751 $70,989 $417,450 $57,234 $134,886 

COVERAGE CALCULATION (9) 

Operating and Investment Income $43,751 $70,989 $417,450 $57,234 $134,886 
+Adjustment to Investing Activities(IO) 325 (784) 258 (2,438) 732 
+Depreciation & Non-Cash Expenses 60,619 72,264 78,323 95,355 98,192 
+Changes in Working Capita!<11l 21,052 16,714 52,193 46,088 (37,175) 
= "Net Revenue" per Indenture $125,747 $159,183 $548,224 $196,239 $196,635 
+Other Available Funds02) 44,130 27,473 26,744 . 287,522 248,390 
Funds Available for Debt Service $169,877 $186,656 $574,968 $483,761 $445,025 
Bond Debt Service $86,554 $122,289 

Debt Service Cove~age(JJ) 
$248,530 $141,325 $192,312 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Indenture Basis<l4) l.96x l.53x 2.31x 3.42x 2.31x 
Current Basis(15l l.45x l.30x 2.21x l.39x l.02x 

Operating and Investment Income presented in this table differs from the Change in Net Assets presented in the Statement of Revenues, 
Expenses and Changes in Net Assets in the Audited Financial Statements. See "APPENDIX D - SFPUC WATER ENTERPRISE 
FINANCIAL STATEMEl'JTS." This table presents Debt Service Coverage as defined under the Indenture and excludes certain elements of 
non-operating revenue and expenses included in the Statements of Revenues, Expenses and Changes in Net Position. Examples of excluded 
elements are Grant Revenue, Interest Expense and Gains from Sale of Assets. 
Increase in Fiscal Year 2014-15 resulting from adopted rate increase of 19.6% for Wholesale Customers and 12% for Retail Customers 
beginning July 1, 2014. 
Increase in Fiscal Year 2014-15 due to rent increases on two SFPUC properties in Millbrae, California. 
Decrease in Fiscal Year 2014-15 due to rate structure changes effective July 20t4. · 
Interest and investment income decrease in Fiscal Year 2014-15 due to lower average cash balance with City Treasury and fiscal agent. 
Decrease in Fiscal Year 2014-15 due to pension cost reduction resulting from implementation of GASB Statement No. 68. 
Increase due to increase in capitalized assets. 
Decrease in Fiscal Year 2014-15 due to lower project spending and damage claims. 
Indenture defines "Net Revenue" on a cash basis. See "SECURITY FOR TIIE BONDS" and "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF TIIE INDENTURE." 

<10l Represents adjustments to show investing activities on a cash basis. . 
Cll) Fiscal Year 2014-15 decrease in working capital primarily driven by $27.l million decrease in Wholesale Balancing Account, $9.7 million 

decrease in pollution. remediation liability for Lake Merced site, $23.4 million in deferred pension obliga~ions in accordance with GASB 
Statement No. 68, and $6.3 million decrease in accrued payroll, vacation, and sick leave. 

<12l Per Indenture, in addition to current year cash flow, "Indenture Basis" coverage calculation permits inclusion of certain "Other Available 
Funds," which are not budgeted to be spent in such twelve months and legally available to pay debt service. See "SECURITY FOR TIIE 
BONDS" and "APPENDIX A - SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE." See also "FINANCIAL 
OPERATIONS-Capital Cost Recovery Prepayment." 
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Cl3l Coverage does not include debt service on subordinate obligations, including the Water Enterprise's share of lease payments.associated with 
the 2009 Golden Gate COPs and debt service on Commercial Paper Notes . .In addition, as a result of the prepayment of annual capital cost 
recovery payments to the SFPUC being treated as Revenues from the Wholesale Customers in Fiscal Year 2012-13, "Wholesale Water 
Sales" increased in Fiscal Year 2012-13 to approximately $531 million from $131 million in Fiscal Year 2011-12. This also contributed 
towards "Debt Service Coverage" increasing to 2.31 times in Fiscal Year 2012-13 from 1.53 times in Fiscal Year 2011-12. In Fiscal Year 
2013 14, the Water Enterprise realized "Debt Service Coverage" of 3.42 times as a result of the considerably higher "Funds Available for 
Debt Service," the decreased debt service resulting from the defeasance of the certain Water Revenue Bonds, while also factoring in the 
foregone "Wholesale Water Sales" of approximately $28.2 million due to the discharge of the Wholesale Customers' annual capital cost 
recovery obligation. See "FINANCIAL OPERATIONS - Wholesale Water Sales Revenue - Capital Cost Recovery Prepayment" herein. 

Cl4J Calculated as the sum of Net Revenues and certain available fund balances of the SFPUC or Water Enterprise, divided by Annual Debt 
Seiyice. The Indenture includes a rate covenant of 1.25 times coverage. See "SECURITY FOR THE BONDS - Rate Covenants - Debt 
Service Coverage." 

(lS) Unaudited. Calculated as ratio between Net Revenues over debt service on all senior lien obligations; excludes "Other Available Funds.". 
Source: SFPUC, Financial Services 

PROJECTED OPERATING RESULTS 

The following table presents projected operating results for the Water Enterprise. These projections are 
based on an analysis of historic trends, adjusted where appropriate for known or anticipated changes in operations. 
The projections are also based on the assumption that all retail water rate increases necessary to finance the WSIP 
and the Water Enterprise's non-WSIP capital improvement program will be approved and implemented. 

THESE PROJECTIONS, ALL OR SOME OF WHICH MAY OR MAY NOT BE REALIZED, ARE 
BASED ON THE ISSUANCE OF ADDITIONAL SERIES OF BONDS FOR THE REMAINDER OF WSIP, AS 
WELL AS NON-WSIP. CAPITAL PROJECTS AS CURRENTLY PROPOSED. CHANGES IN THE 
CIRCUMSTANCES THAT FORM THE BASES FOR THE ASSUMPTIONS USED IN DEVELOPING THESE 
PROJECTIONS, AS WELL AS UNANTICIPATED EVENTS, MAY OCCUR SUBSEQUENT TO THE DATE OF 
THE OFFICIAL STATEMENT. THEREFORE, ACTUAL RESULTS MAY DIFFER MATERIALLY FROM 
THE PROJECTIONS SHOWN. 

(Remainder of Page Intentionally Left Blank) 
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REVENUE 

TABLE26 
PROJECTED REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE 
FOR FISCAL YEAR ENDING JUNE 30 

(IN THOUSANDS)* 

Pre-Audit** Five-Year Forecast 

2016 2017 2018 2019 2020 2021 

Retail Revenues<1> $186,814 $209,564 $230,520 $246,656 $273,789 $303,905 
Retail Water Sales Rate Adjustments<2l 22,418 20,956 16,136' 27,132 30,117 33,430 
Wholesale Revenues<3> 159,611 204,276 218,443 230,427 248,662 266,502 
Wholesale Water Sales Rate Adjustments<4> 44,669 14,163 11,984 18,235 17,840 30,553 
Other Miscellaneous Income<5> 29,252 27,824 28,621 29,540 30,366 31,292 

Total Revenues t $442,764 $476,784 $505,705 $551,991 $600,774 $665,682 

OPERATING AND MAINTENANCE EXPENSE(6) $238,721 $245,113 $241,632 $249,661 $254,581 $259,532 
NET OPERATING REVENUE $204,043 $231,671 $264,073 $302,329 $346,193 $406,151 
plus AVAILABLE FUND BALANCE 142,722 132,700 117,568 113,820 101,524 83,572 
FUNDS AVAILABLE FOR DEBT SERVICEt <7> $346,765 $364,371 $381,641 $416,149 $447,716 $489,722 

DEBT SERVICE (s) $219,195 $228,632 $232,268 $254,677 $295,303 $341,089 
DEBT SERVICE COVERAGE<9> 

Indenture Basis (minimum 1.25) (JO) l.58x l.59x l.64x 1.63x l.52x 
Current Basis (minimum 1.00) (l1)( 12l l.04x l.06x 1.14x l.19x 1.17x 

(I) 

(2) 

(3) 

(4) 

Preliminary, subject to change. 
Represents estimated financial results for Fiscal Year 2015-16. Audited financial statements for Fiscal Year 2015-16 will be incorporated 
when available. 
Totals may not add due to independent rounding. 
Assumes projected average daily billed consumption of 58.9 mgd for Fiscal Years 2016-17 through 2020-2 L Fiscal Year 2015-16 actuals 
were 58.9 mgd. See "THE WATER ENTERPRISE- Historic Water Sales and Top Customers." · 
Includes average annual rate increases of 12.0%, 10.0%, 7.0% and 11 % approved for Fiscal Years 2015-16 through 2018-19, and assumes a 
projected increase of 11% for Fiscal Years 2019-20 and Fiscal Years 2020-21. See "FINANCIAL OPERATIONS - Retail Water Sales 
Revenue." 
Assumes projected average daily billed consumption of 110.0 mgd for Fiscal Years 2016-17 through 2020-21. Fiscal Year 2015-16 actuals 
were 110.8 mgd. See "THE WATER ENTERPRISE- Historic Water Sales and Top Customers." · 
Includes approved rate increase of28.0% in Fiscal Year2015-16, and assumes projected rate increases of7% in Fiscal Year 2016-17, ·5.0% 
in Fiscal Year 2017-i8, 8.0% in Fiscal Year 2018-19, 7.0% in Fiscal Year 2019-20, and 11% in Fiscal Year 2020-21. See "FINANCIAL 
OPERATIONS- Wholesale Water Sales Revenue." 

C5l Includes, among other amounts, projected interest income, property rentals, recoveries and service installation charges. . 
C•) Represents Operating and Maintenance Expense net of depreciation and other non-cash items per Indenture. See "SECURITY FOR THE 

BONDS" and "APPENDIX A-SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE." 
(7) Represents Net Revenues under the Indenture. See "SECURITY FOR THE BONDS." 
CB) Debt Service on Outstanding Bonds, net of capitalized interest and anticipated Build America Bonds interest subsidy payments. Assumes 

future issuance of Additional Series of Bonds of approximately $250 million in Fiscal Year 2016-17, $658 million in Fiscal Year 2017-18, 
$130 million in Fiscal Year 2018-19, $377 million in Fiscal Year 2019-20, and $410 million in Fiscal Year 2020-21. Does not include 
savings from issuance of2016 Series AB Bonds and refunding of Refunded Bonds. 

C9l Coverage does not include debt service on subordinate obligations, including the Water Enterprise's share of lease payments associated with 
the 2009 Golden Gate COPs and debt service on Commercial Paper Notes. 

CID) Calculated as the sum of Net Revenues and certain available fund balances of the Water Enterprise, divided by Annual Debt Service. The 
Indenture includes a rate covenant of 1.25 times coverage. See "SECURITY FOR THE BONDS - Rate Covenants - Debt Service 
Coverage." 

(II) The Water· Enterprise budgeted and appropriated $24.0 million, $10.8 million, and $1.6 million of available fund balances to be used as a 
source of funds in Fiscal Years 2015-16, 2016-17, and 2017-18, respectively. Such amounts offset Operating anC! Maintenance Expenses in 
sufficiency of Revenues calculations. See"- Management Discl)ssion of Projections." 

c12l Calculated as ratio between Net Revenues over debt service on all senior lien obligations; excludes "Other Available Funds." 
Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. See "FORWARD 

LOOKING STATEMENTS" above. 
Source: SFPUC, Financial Services. 
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In the preparation of the projections set forth in the table above, the SFPUC has made certain assumptions 
with respect to conditions that may occur in the future. While the SFPUC believes these assumptions are reasonable 
for the purpose of the projections, they are dependent on future events, and actual' conditions are likely to differ, 
perhaps materially, from those assumed. To the extent actual future conditions differ from those assumed by the 
SFPUC or provided to the SFPUC by others, actual results will vary from those projected. This projected 
information has not been compiled, reviewed or examined by the SFPUC's independent accountants. 

The assumptions used in the table above are as follows: 

Projected Revenue Assumptions. For purposes of projecting revenues, water sales volumes declined in 
Fiscal Year 2015-16 as compared to Fiscal Year 2014-15 and are projected to be flat at these lower levels during the 
forecast period. The projected revenues are based on projected water sales and the schedules of rates to be effective 
in each year. In May 2014, the SFPUC adopted schedules of water rates for Retail Customers to be effective in each 
of the Fiscal Years 2014-15 through 2017-18. The adopted schedules provide for 12.0% rate increases in Fiscal 
Year 2015-16, an 11.0% rate increase .in Fiscal Year 2016-17 and a 7.0% rate increase in Fiscal Year 2017-18. See 
"FINANCIAL OPERATIONS - Retail Water Sales Revenue." The projections assume a further retail rate increase 
of 11.0% annually for Fiscal Year 2018-19 through Fiscal Year 2020-21. 

Revenues from sales of water to the Wholesale Customers are calculated in accordance with the WSA. The 
adopted rate schedule included a 28.0% rate increase in Fiscal Year 2015-16 and a 9.3% rate increase in Fiscal Year 
2016-17. Projections assume further annual wholesale rate increases of 5%, 8%, 7% and 11 % for Fiscal Year 
2017-18, Fiscal Year 2018-19, Fiscal Year 2019-20 and Fiscal Year 2020-21, respectively. 

Water volume sales to the Wholesale Customers and Retail Customers are projected to be flat from Fiscal 
Years 2015-16 through 2020-21.. These levels are 12 . .8% and 4.5% lower, respectively, than those in Fiscal Year 
2014-15 and used to formulate the budget for Fiscal Years 2016-17 and 2017-18 .. 

Interest earnings assume annual yields of 1.00% in Fiscal Year 2015-16, 1.25% in Fiscal Year 2016-17, 
1.5% in Fiscal Year 2017-18 and 2.0% thereafter. 

Projected Operating Expense Assumptions. The SFPUC has adopted an operating budget through Fiscal 
Year 2017-18. For the remaining years in the projection, Operating and Maintenance Expenses are projected to grow 
at 3% per year for Fiscal Year 2018-19, Fiscal Year 2019-20 and Fiscal Year 2020-21. 

Projected Debt Service Assumptions. Projected debt service reflects projected Annual Debt Service on 
Outstanding Bonds and anticipated Additional Series of Bonds (net of capitalized interest and debt service reserve 
fund earnings). Assumptions include no reserve account and up to three years of capitalized interest for all future 
issuances of Additional Series of Bonds. 

Projected debt service reflects an offset for Refundable Credits to reduce the amount of interest used in 
calculating Annual Debt Service. See "SECURITY FOR THE BONDS" and "APPENDIX A - SUMMARY OF 
CERTAIN PROVISIONS OF THE INDENTURE". 

Issuances of Additional Series of Bonds are at an assumed 5% borrowing rate. Actual issuance dates, 
borrowing rates and capitalized interest periods for Additional Series of Bonds may vary. 

The SFPUC may issue additional refunding bonds from time to time in response to market conditions in 
order to achieve debt service savings. See "FINANCING OF CAPITAL IMPROVEMENTS." 

Management Discussion of Projections 

The SFPUC's water customers have responded to the current California drought with conservation efforts 
that have exceeded the call for 10% voluntary demand reductions. See "THE WATER ENTERPRISE - Current 
California Drought." Fiscal Year 2015-16 combined Retail and Wholesale Customer water sale revenues were 
lower than budgeted by $59.8 million ($16.6 million for Retail Customers and $43.2 million for Wholesale 
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Customers). The Wholesale Customer revenue variance will be recaptured in Fiscal Year 2016-17 through the 
Wholesale Revenue Requirement recovery mechanism set forth in the 2009 Water Supply Agreement. See 
"FINANCIAL OPERATIONS - Wholesale Water Sales Revenues." In addition, retail water rates increased by 10% 
on July 1, 2016 for Fiscal Year 2016-17 as part of the four-year annual rate increase package that has already been 
approved through Fiscal Year 2017-18. See "FINANCIAL OPERATIONS - Retail Water Rate Adjustments." 

Should the drought persist, resulting in lower than forecast demand and sales, the SFPUC will manage 
revenues and expenditures so as to comply with Indenture based rate covenants, as well as meet its "Fund Balance 
Reserve Policy"· targets. See "SECURITY FOR THE BONDS - Rate Covenants" and "FINANCIAL 
OPERATIONS - Debt Management and Fund Balance Reserve Policies." 

RISK FACTORS 

This section provides a general overview of certain risk factors which should be considered, in addition to 
the other matters set forth in this Official Statement, in evaluating an investment in the 2016 Series C Bonds. This 
section is provided for convenience and is not meant to be a comprehensive or definitive discussion of all of the risks 
associated with an investment in the 2016 Series C Bonds. The order in which this information is presented does 
not necessarily reflect the relative importance of various risks or the probability of their occurrence. 

Potential investors in the 2016 Series C Bonds are advised to consider the following factors, among others, 
and to review this entire Official Statement to obtain information essential to the making of an informed investment 
decision. Any one or more of the risk factors discussed below, among others, could lead to a decrease in the market 
price and/or in the marketability of the 2016 Series C Bonds or adversely af/ect the ability of the SFPUC to make 
timely payments of principal of or interest on the 2016 Series C Bonds. There can be no assurance that other risk 
factors not discussed herein will not become material and the SFPUC has not undertaken to update investors about 
the emergence of the risk factors in the future. 

General 

The ability of the SFPUC to comply with its covenants under the Indenture and to generate Revenues 
sufficient to pay principal of and interest on the 2016 Series C Bonds may be adversely affected by actions and 
events outside of the control of the SFPUC and may be adversely affected by actions taken (or not taken) by voters, 
property owners, taxpayers or persons obligated to pay fees and charges. Among other matters, drought, general and 
local economic conditions and changes in law and government regulations could adversely affect the amount of 
Revenues realized by the SFPUC or significantly raise the cost of operating the Water Enterprise. 

In addition, the realization of future Revenues is subject to, among other things, the capabilities of 
. management of the SFPUC, the ability of the SFPUC to provide service to its Retail Customers and the Wholesale 
Customers, the ability of the SFPUC to establish, maintain and collect charges from its Retail Customers and the 
Wholesale Customers and the ability of the SFPUC to establish, maintain and collect rates and charges sufficient to 
pay for Operation and Maintenance Costs of the Enterprise, the 2016 Series C Bonds and other obligations payable 
from Revenues. See "FINANCIAL OPERATIONS" and "OBLIGATIONS PAY ABLE FROM REVENUES." 

Limited Obligation 

If the SFPUC defaults on its obligations to make debt service payments on the Bonds, the Trustee has the 
right under the.Indenture to accelerate the total unpaid principal amount of the Bonds. However, in the event of a 
default and such acceleration, there can be no assurance that the SFPUC, and correspondingly the Trustee, will have 
sufficient moneys available for payment of the 2016 Series C Bonds. 

The SFPUC is not obligated to pay the principal of, or premium~ if any, or interest on the 2016 
Series C Bonds except from Revenues of the Water Enterprise. The SFPUC has no taxing power. The 
General Fund of the City is not liable for the payment of the principal of, or premium, if any, or interest on 
the 2016 Series C Bonds, and neither the credit nor the taxing power of the City is pledged to the payment of 
the principal of, or premium, if any, or interest on the 2016 Series C Bonds. The 2016 Series C Bonds are not 
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secured by a legal or equitable pledge of, or charge, lien or encumbrance upon, any property of the City or of 
the SFPUC or any of its income or receipts, except Revenues. 

No Bond Reserve Account 

No Bond Reserve Account has been established for the 2016 Series C Bonds. The Bond Reserve Accounts 
established with respect to other Series of Bonds do not secure the 2016 Series C Bonds. Therefore, the only 
security pledged to the holders of the 2016 Series C Bonds are the Revenues pledged under the Indenture and the 
covenant of the SFPUC to impose rates and charges necessary to pay debt service on the 2016 Series C Bonds. 

Risks Related to Water Enterprise Facilities and Operations 

The operation of the Water Enterprise, and the physical condition of the Water Enterprise facilities, are 
subject to a number of risk factors that could adversely affect the reliability of the SFPUC's water supply, or 
increase the operating expenses of the Water Enterprisy. Prolonged damage to the Water Enterprise could interrupt 
the ability of the SFPUC to realize Revenues sufficient to pay principal of and interest on the 2016 Series C Bonds, 
or require the SFPUC to increase expenditures for repairs significantly enough to adversely impact the SFPUC's 
ability to pay the principal of or interest on the 2016 Series C Bonds. These factors could include, among others, the 
following. 

Failure of Water Facilities. Many of the Water Enterprise's facilities have been in service for an extended 
period and may have reached the end of their useful lives. See "WATER FACILITIES - Physical Condition of 
Facilities", "CAPITAL IMPROVEMENT PROGRAM" and "APPENDIX C - WATER SYSTEM 
IMPROVEMENT PROGRAM." 

Seismic Hazards. The Water Enterprise's distribution, treatment and transmission systems and some of the 
facilities of the Hetch Hetchy Project are located in seismically active regions of the State, and cross three major 
known active fault zones (the San Andreas Fault, the Hayward fault and the Calaveras Fault). See "WATER 
FACILITIES - Seismic Hazards." 

Other Natural and Man-Made Disasters. Other natural disasters, including without limitation, wildfires, 
flooding, landslides, or man-made disasters or accidents, including without limitation natural gas pipeline failures or 
explosions, could interrupt operation of the Hetch Hetchy Project or the Regional Water System, result in liability 
claims against the Water Enterprise, or otherwise adversely impact the Water Enterprise's ability to provide services 
or collect Revenues. See "WATER FACILITIES - Wildfire Considerations". 

Casualty Losses. The SFPUC's risk management program includes both self-insured and insured 
coverages; however, the program does not provide coverage for every conceivable risk of loss. Damage attributable 
to seismic events and environmental pollution are excluded. In situations where the SFPUC has not purchased 
commercial coverage, the Water Enterprise has a 'self-retention' program that it administers and retains budgeted 
resources internally to provide coverage for loss liabilities. See also "FINANCIAL OPERATIONS - Risk 
Management and Insurance." The SFPUC is not required to either insure against or self-insure against every 
potential risk ofloss, and there is a risk that damage or destruction of property and equipment comprising the Water 
Enterprise could occur for which no insurance or self-insurance funds will be available. There can be no assurance 
that insurance providers will pay claims under any policies promptly, or at all, should a claim be made under such 
policies in connection with property loss or damage .. It is possible that an insurance provider will refuse to pay a 
claim, especially if it is substantial, and force the SFPUC to sue to collect on or settle the insurance claim. Further, 
there can be no assurances that any insurance proceeds will be sufficient to rebuild or replace any damaged property. 
The SFPUC is authorized under the WSA to adopt emergency rate increases which helps to mitigate this risk. 

Drought. The State is located in a semi-arid region and is subject to periodic drought. An extended 
drought could adversely affect the ability of the SFPUC to deliver water sufficient to satisfy all of the demands of its 
customers. If the SFPUC were to deliver less water to its customers, the SFPUC would need to increase the rates 
payable by customers or Revenues would decline. The SFPUC may also seek to acquire, and would be obligated to 
pay the cost of, additional water to deliver to its customers. The SFPUC has adopted a drought planning sequence 
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and associated operating procedures respecting the delivery of water during a drought. The SFPUC is authorized 
under the WSA to adopt drought surcharges if needed. See "THE WATER ENTERPRISE - Water Supply 
Reliability and Drought Planning." For a discussion of the current' California drought, see "THE WATER 
ENTERPRISE - Current California Drought". 

Safety and Security. The occurrence of military conflicts and terrorist activities could adversely impact the 
operations of the Water System or the finances of the SFPUC. The SFPUC continually plans and prepares for 
emergency situations. See "WATER FACILITIES - Safety and Security." However, there can be no assurance that 
any existing or additional safety and security measures will prove adequate in the event that military conflicts or 
terrorist activities are directed against the assets of the Water Enterprise. The costs of security measures could be 
greater than presently anticipated. 

Cybersecurity. The SFPUC has adopted information security policies and maintains an active information 
security program, which has been reviewed by independent third-party consultants engaged by the SFPUC. The 
SFPUC has appointed a Chief Information Security Officer who is responsible for annual updates to the SFPUC's 
information security policies and is charged with identifying and monitoring threats which are typically addressed 
by the SFPUC's information technology services team, and educating staff concerning vulnerabilities. The 
SFPUC's information security policies include policies intended to support network,. computer and mobile device 
security (both digital and physical), e-mail security, anti-virus requirements, operating system and application 
patching, encryption requirements and secure computing asset disposal. The SFPUC's information security policies 
further include a guideline that, at least every two years, the SFPUC will engage external consultants to audit and 
assess the internal controls of the SFPUC's information security program. 

The SFPUC does not purchase liability insurance covering cyber-losses. The SFPUC does require its 
vendors to purchase Technology Errors & Omissions coverage. 

Statutory and Regulatory Compliance. The operation of the Water Enterprise is subject to a variety of 
federal and State statutory and regulatory requirements concerning matters such as water quality, dam safety, 
instream fishery flows and endangered species. SFPUC's failure to comply with applicable laws and regulations 
could result in significant fines and penalties. In addition to claims by private parties, changes in the scope and 
standards for public agency water systems such as the Water Enterprise may also lead to administrative orders 
issued by federal or State regulators. Future_ compliance with such orders could also impose substantial additional 
operating expenses on the Water Enterprise. See "REGULATORY MATTERS." 

Endangered Species. Various aquatic species (including native fishes) present in the Tuolumne River and 
Bay Area streams (e.g.,.Alameda, San Mateo and Pilarcitos Creeks) are either listed or candidates for listing under 
the State or federal endangered species acts. New listings and future enforcement actions under the acts, or 
conditions placed in permits to undertake construction for certain projects, could potentially directly affect water 
flow and/or water supplies available to the Water Enterpris_e. See "REGULATORY MATTERS - Endangered 
Species". 

Labor Actions. The Charter prohibits SFPUC _and other City employees from engaging in certain labor 
actions (e.g. strikes). Nonetheless, a labor action could limit the SFPUC's ability to operate the Water Facilities and 
adversely impact Revenues. 

Proposals to Dismantle Hetch Hetchy Reservoir. Various environmental advocates have from time to 
time proposed the dismantling of O'Shaughnessy Dam with the aim of draining Retch Hetchy reservoir and 
restoring the Retch Hetchy Valley, most recently through a lawsuit filed in April 2015 in Tuolumne County 
Superior Court. Any such litigation, if successful, could impose substantial additional operating and capital 
expenses on the Water Enterprise. See "FUTURE DEMAND AND SUPPLY - Proposals to Restore Retch Hetchy 
Valley." 

83 
OHSUSA:765680398.3 



Construction Related Risks 

Construction projects for the Water Enterprise are subject to ordinary construction risks and delays 
applicable to projects of their kind, including but not limited to (i) inclement weather affecting contractor 
performance and timeliness of completion, which could affect the costs and availability of, or delivery schedule for, 
equipment, components, materials, labor or subcontractors; (ii) contractor claims or nonperformance; (iii) failure of 
contractors to execute within contract price; (iv) work stoppages or slowdowns; (v) failure of contractors to meet 
schedule terms; (vi) errors or omissions in contract documents requiring change orders; (vii) the occurrence of a 
major seismic event; or (viii) unanticipated project site conditions, including the discovery of hazardous materials on 
the site or other issues regarding compliance with applicable environmental standards, and other natural hazards or 
seismic events encountered during construction. In addition, Water Enterprise .construction projects may require 
scheduling system shutdowns to avoid impacting water deliveries and many shutdown windows are inflexible. 
Increased construction costs or delays could impact the Water Enterprise's financial condition in general and the 
implementation of its capital programs in particular. 

Limitations on Rate-Setting 

The generation of Revenues sufficient to satisfy the requirements of the Indenture and to pay the principal 
of and interest on the 2016 Series C Bonds will require the SFPUC to raise the water rates payable by its customers. 
The increase or maintenance of retail water rates is subject to various substantive and procedural requirements and 
limitations. See "FINANCIAL OPERATIONS - Retail Water Sales Revenue" and "CONSTITUTIONAL, 
STATUTORY AND CHARTER LIMJTA TIONS." 

Water rates payable by the Wholesale Customers are established under the WSA, which will help reduce 
the risk that Revenues will be insufficient for the purposes described in this section. Rates established pursuant to 
the WSA are subject to the substantive requirements and the procedures, including procedures for resolving 
disputes, of applicable law and as set forth in the WSA. The ·WSA also provides for rate adjustments for drought 
and non-drought emergencies if needed. See "FINANCIAL OPERATIONS- Wholesale Water Sales Revenue" and 
"APPENDIX B - SUMMARY OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREENJENT." 

Initiative, Referendum, Charter Amendments and Future Legislation 

Under the State Constitution, the voters of the State have the ability to initiate legislation and require a 
public vote on legislation passed by the State Legislature through the powers of initiative and referendum, 
respectively. The SFPUC is unable to predict whether any such initiatives might be submitted to or approved by the 
voters, the nature of such initiatives, or their potential impact on the. SFPUC or the Water Enterprise. See 
"CONSTITUTIONAL, STATUTORY AND CHARTERLIMJTATIONS." 

Under the Charter, the voters of the City can restrict or revise the powers of the SFPUC through the 
approval of a Charter amendment or other initiative. For example, in June 1998, the electorate of the City approved 
Proposition H which, subject to certain exceptions, including a limited exception to raise rates to pay debt service on 
voter-approved debt, and froze the SFPUC's water and sewer rates through July 1, 2006. The SFPUC can give no 
assurance that the electorate will not seek in the future to freeze or limit rate increases. See "CONSTITUTIONAL, 
STATUTORY AND CHARTER LIMJTATIONS - Charter Limitations." 

In addition, the SFPUC is subject to various laws, rules and regulations adopted by the local, .State and 
federal governments and their agencies. The SFPUC is unable to predict the adoption or amendment of any such 
laws, rules or regulations, or their effect on the operations or financial condition of the SFPUC. 

Increased Operating and Maintenance Expenses 

There can be no assurance that the Operating and Maintenance expenses of the SFPUC, such as wages and 
salaries, pension and other benefits, and purchased power costs, will not increase, perhaps substantially. 
See "FINANCIAL OPERATIONS - Operating and Maintenance Expenses." 
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Commercial Paper Credit Facilities 

The bank credit facilities supporting the Water Commercial Paper Notes are subject to early termination 
upon the occurrence of certain events, including the failure of the Water Enterprise to make certain payments, the 
occurrence of certain bankruptcy or insolvency-related events or the reduction below specified levels or the 
withdrawal or suspension of ratings on certain obligations of the Water Enterprise payable from Net Revenues. 
Upon the occurrence of such termination, one or more of the following would likely occur: (a) the SFPUC would be 
prohibited from issuing additional notes supported by such credit facilities; (b) any principal of or interest on Water 
Commercial Paper Notes paid from a draw on a credit support facility would become a reimbursement obligation of 
the Water Enterprise to the bank providing such facility, and such reimbursement obligation could bear interest at 
rates higher than the rates borne by the Water Commercial Paper Notes; and ( c) amortization of such reimbursement 
obligation would be required. The Water Commercial Paper Notes and any reimbursement obligations are payable 
from Net Revenues on a basis subordinate to the Bonds. See "OBLIGATIONS PAY ABLE FROM REVENUES -
Subordinate Debt and Commercial Paper". 

Potential Impacts of Climatic Change 

Climate change could result in adverse impacts on the Regional Water System and associated watersheds. 
See "THE WATER ENTERPRISE - Potential Impact of Climatic Change." 

Economic, Political, Social and Environmental Conditions 

Changes in economic political, social, or environmental conditions on a local, state, federal, and/or 
international level may adversely affect investment risk generally. Such conditional changes may include (but are 
not limited to) fluctuations in business production, consumer prices, or financial markets, unemployment rates, 
availability of skilled labor, technological advancements, shortages or surpluses in natural resources or energy 
supplies, changes in law, social unrest, fluctuations in the crime rate, political conflict, acts of war or terrorism, 
environmental damage, and natural disasters. 

Bankruptcy or Financial F.ailure of Wholesale Customers 

The financial failure or bankruptcy of a Wholesale Custom~r could adversely affect the ability of such 
Wholesale Customer to honor its obligation under the WSA (including its obligation to pay the purchase price of 
water delivered by the SFPUC to such Wholesale Customer). 

The SFPUC is not aware of the existing or impending financial failure or bankruptcy of any Wholesale 
Customer, but there can be no assurance that a financial failure or bankruptcy of a Wholesale Customer will not 
occur. If a Wholesale Customer were to become bankrupt, the SFPUC may be unable to enforce the terms of the 
WSA against such Wholesale Customer and the SFPUC's right to receive payment for water delivered prior to 
bankruptcy but not invoiced or invoiced but not paid may be limited to the rights of an unsecured creditor of the 
bankrupt entity. Further, there can be no assurance that the SFPUC will be physically able or legally permitted to 
cease or interrupt deliveries of water to a non-paying Wholesale Customer. 

Although no assurance can be provided, the SFPUC believes that any reduction in Revenues as a result of 
the inability to collect payment for water delivered to a bankrupt Wholesale Customer or as a result of any 
temporary interruption or reduction of water deliveries will not be material. The SFPUC further believes that, 
following such bankruptcy, the amount of water delivered for the service area currently served by such Wholesale 
Customer will not be reduced and that the SFPUC will be able to obtain payment for such water on terms 
comparable to the terms of the WSA. 

Bankruptcy of the City 

The SFPUC, being an enterprise department of the City, likely cannot itself file for bankruptcy. While an 
involuntary bankruptcy petition cannot be filed against the City, the City is authorized to file for bankruptcy under 
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certain circumstances. Should the City file for bankruptcy, there could be adverse effects on the holders of the 2016 
Series C Bonds. 

To the extent that the Revenues are "spec;ial revenues" under the United States Bankruptcy Code (the 
"Bankruptcy Code"), then Revenues collected after the date of the bankruptcy filing should be subject to the lien of 
the Indenture, If any or all of the Revenues are determined not to be "special revenues," then any such amounts 
collected after the commencement of the bankruptcy case will likely not be subject to the lien of the Indenture. The 
holders ofthe.2016 Series C Bonds may not be able to assert a claim against any property of the City other than the 
Revenues, and if any or all of the Revenues are no longer subject to the lien of the Indenture, then there may be 
limited, if any, funds from which the holders of the 2016 Series C Bonds are entitled to be paid. 

The Bankruptcy Code provides that "special revenues" can be applied to necessary operating expenses of 
the project or system, before they are applied to other obligations. This rule applies regardless of the provisions of 
the transaction documents. It is not clear precisely which expenses would constitute necessary operating expenses 
and any definition in the transaction documents may not be applicable. 

If the City is in bankruptcy, the parties (including the Trustee and the holders of the 2016 Series C Bonds) 
may be prohibited from taking any action to collect any amount from the City or to enforce any obligation of the 
City, unless the permission of the bankruptcy court is obtained. These restrictions may also prevent the Trustee 
from making payments to the holders of the 2016 Series C Bonds from funds i.n the Trustee's possession. The rate 
covenants (see "SECURITY FOR THE BONDS - Rate Covenants") may not be enforceable in bankruptcy by the 
Trustee or the holders of the 2016 Series C Bonds. 

Revenues are deposited with and held by the Treasurer and may be commingled with other City funds. 
See "SECURITY FOR THE BONDS - Revenue Fund." If the City goes into bankruptcy, the City may not be 
required to turn over to the Trustee any Revenues that are in its possession at the time of the bankruptcy filing. In 
addition, if the City has possession of Revenues (whether collected before or after commencement of the 
bankruptcy) and ifthe City does not voluntarily turn over such Revenues to the Trustee, it is not entirely clear what 
procedures the Trustee and the holders of the 2016 Series C Bonds would have to follow to attempt to obtain 
possession of such Revenues, how much time it would take for such procedures to be completed, or whether such 
procedures would ultimately be successful. 

The City may be able to borrow additional money that is secured by a lien on any of its property (including 
the Revenues), which lien could have priority over the lien of the Indenture, or to cause some of the Revenues to be 
released to it, free and clear of lien of the Indenture, in each case as long as the bankruptcy court determines that the 
rights of the Trustee and the holders of the 2016 Series C Bonds will be adequately protected. 

If the City is in bankruptcy it may be able, without the consent and over the. objection of the Trustee and the 
holders of the 2016 Series C Bonds, to alter the priority, interest rate, principal amount, payment terms, collateral, 
maturity dates, payment sources, covenants (including tax-related covenants), and other terms or provisions of the 
Indenture and the 2016 Series C Bonds, as long as the bankruptcy court determines that the alterations are fair and 
equitable. 

There may be delays in payments on the 2016 Series C Bonds while the court considers any of these issues. 
There may be other possible effects of a bankruptcy of the City that could result in delays or reductions in payments 
on the 2016 Series C Bonds, or result in losses to the holders of the 2016 Series C Bonds. Regardless of any specific 
adverse determinations in a City bankruptcy proceeding, the fact of a City bankruptcy proceeding could have an 
adverse effect on the liquidity and value of the 2016 Series C Bonds. 

The City may invest the Revenues in the City's Pooled Investment Fund. See "FINANCIAL 
OPERATIONS - Investment of SFPUC Funds." Should those investments suffer any losses, Revenues may be 
lower than expected, and there may be delays or reductions in payments on the 2016 Series C Bonds. 
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Limitations on Remedies 

The remedies available to the Owners of the 2016 Series C Bonds upon the occurrence of an event of 
default under the Indenture in many respects depend upon judicial actions which are themselves often subject to 
discretion and delay and could prove both expensive and time consuming to obtain. In addition to the limitations on 
remedies contained in the Indenture, the rights and obligations under the 2016 Series C Bonds arid the Indenture 
may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and 
other laws relating to or affecting creditors' rights, to the application of equitable principles, to the exercise of 
judicial discretion in appropriate cases and to limitations on legal remedies against charter cities and counties in the 
State. 

The opinions to be delivered by Co-Bond Counsel, concurrently with the issuance of the 2016 Series C 
Bonds, that the 2016 Series C Bonds constitute valid and binding limited obligations of the SFPUC and the 
Indenture constitutes a valid and binding obligation of the SFPUC will also be subject to such limitations and the 
various other legal opinions to be delivered concurrently with the issuance of the 2016 Series C Bonds will be 
similarly qualified. See "APPEND_IX E - PROPOSED FORM OF OPINION OF CO-BOND COUNSEL." 

If the SFPUC fails to comply with its covenants under the Indenture or to pay principal of or interest on the 
2016 Series C Bonds, there can be no assurance that the available legal remedies will be adequate to protect the 
interests of the holders of the 2016 Series C Bonds. 

Failure to Maintain Credit Ratings 

Certain· rating agencies have assigned ratings to the 20i6 Series C Bonds. The ratings issued reflect only 
the views of such rating agencies. Any explanation of the significance of these ratings should be obtained from the 
respective rating agencies. See "RATINGS!' There is no assurance current ratings will continue for any given 
period or that such ratings will not be revised downward or withdrawn entirely by the rating agencies if, in the 
respective judgment of such rating agencies, circumstances so warrant. Any such downward revision or withdrawal 
of such ratings could be expected to have an adverse effect on the market price or the marketing of the 2016 Series 
C Bonds. The SFPUC undertakes no obligation to maintain its current credit ratings on the 2016 Series C Bonds or 
to oppose any such downward revision, suspension or withdrawal. 

Secondary Market 

There can be no guarantee that there will be a secondary market for the 2016 Series C Bonds or, if a 
secondary market exists, that the 2016 Series C Bonds can be sold for any particular price. Occasionally, because of 
general market conditions or because of adverse history or economic prospects connected with a particular issue, 
secondary marketing practices in connection with a particular issue are suspended or terminated. Additionally, 
prices of issues for which a market is being made will depend upon then prevailing circumstances. Such prices 
could be substantially different from the original purchase price. 

Uncertainties of Projections, Forecasts and Assumptions 

Certain information contained in this Official Statement is based upon assumptions and projections. 
Projections and assumptions are inherently subject to significant uncertainties. Inevitably, some assumptions will 
not be realized and unanticipated events and circumstances may occur and actual results are likely to differ, perhaps 
materially, from those projected. Accordingly, such projections are not necessarily indicative of future performance, 
and the SFPUC assumes no responsibility for the accuracy of such projections. See "FORWARD-LOOKING 
STATEMENTS" on the inside front cover of this Official Statement. 

Other Risks 

The discussion in this section, "RISK FACTORS", is not meant to be a comprehensive or definitive list of 
the risks associated with an investment ill the 2016 Series C Bonds. There may be other risks inherent in ownership 
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of the 2016 Series C Bonds in addition to those described in this section. Investors are advised to read the entire 
Official Statement in order to obtain information necessary to make an investment in the 2016 Series C Bonds. 

REGULATORY MATTERS 

General 

Public water supply systems in the State, such as the Regional Water System and In-City Distribution 
System operated by the Water Enterprise, are primarily regulated by the SWRCB Division of Drinking Water 
("DDW"), formerly under the California Department of Public Health ("CDPH") and, in some limited instances, by 
the EPA and California Regional Water Quality Control Boards ("RWQCBs"). 

Drinking water delivered to customers must comply with statutory and regulatory water quality standards 
designed to protect public health and safety that are now administered by DDW. The CDPH reissued a drinking 
water supply permit in 2004 prescribing conditions and requirements for the Water Enterprise to operate the 
Regional Water System. The CDPH also issued drinking water supply permits to the In-City Distribution System, 
the Wholesale Customer public water supply systems, and several small water systems owned and operated by the 
Water Enterprise. In accordance with the drinking water standards and permit requir.ements, the Water Enterprise 
operates and maintains water storage, treatment and conveyance facilities, implements watershed management and 
protection activities, performs inspections, monitors drinking water quality, conducts applied research, and submits 
monthly and annual compliance reports. The Water Enterprise is currently operating in compliance with all State 
and federal drinking water regulations and permit requirements. The Regional Water System and the City of San 
Francisco drinking water supply permits will be updated around 2020 to reflect new facilities and operations. 

In addition, public water system discharges to State and federal waters are regulated under general National 
Pollutant Discharge Elimination System ("NPDES") permits. The SWRCB, San Francisco Bay and Central Valley 
RWQCBs issued these NPDES permits to the SFPUC which contain numerical effluent limitations, monitoring, 
reporting, and notification requirements for water discharges from the facilities and pipelines of the Regional Water 
System. The SFPUC is generally operating and maintaining the water treatment and transmission facilities in 
compliance with the NPDES permit requirements. 

A number of water resource management and regulatory initiatives may affect the availability of water to 
the Regional Water System in the future. Also, alternate water supplies used by Wholesale Customers of the Water 
Enterprise may be reduced, increasing the customers' reliance on the Regional Water System, In addition to those 
raised below, these initiatives include the Sacramento-San Joaquin Delta Reform Act of 2009, the federal or 
California Endangered Species Acts, the SWRCB Bay Delta Proceedings, the Federal Energy Regulatory 
Commission ("FERC") proceeding to relicense the Districts' New Don Pedro Dam and Reservoir and others. The 
effects of any of these activities, or of these activities cumulatively, are unknown. 

Drinking Water Requirements 

Division of Drinking Water. The Water Enterprise currently operates its systems in compliance with 
public water supply permits issued by the CDPH under. the California Health and Safety Code. The Water 
Enterprise has received compliance orders from the CDPH and DDW for noncompliance with some standards and 
such orders have been or are being addressed. 

Sulface Water Treatment. The EPA Surface Water Treatment Rule ("SWTR") requires filtration of all 
surface water supplies unless the water supply can meet very stringent requirements. As discussed under "WATER 
FACILITIES - Water Treatment," the high quality of water provided from Retch Hetchy Reservoir has been 
sufficient to meet SWTR drinking water requirements witb,out installation and operation. of filtration facilities. In 
1998, the CDPH adopted its own version of the SWTR and determined that the Retch Hetchy Reservoir complies 
with all state drinking water criteria, without installation and operation of filt~ation facilities. New filtration 
facilities could be required in the future if SWTR criteria are not consistently met. 
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Local water from the Alameda and Peninsula Watersheds and upcountry non-Retch Retchy Reservoir 
sources requires filtration to meet drinking water quality requirements. The filtered and treated water from local 
sources may be blended with disinfected Retch Retchy water, and most customers receive water from a blended 
source. System water quality, including both raw water and treated water, is continuously monitored and tested to 
assure that water delivered to customers meets or exceeds federal and State drinking water/public health 
requirements. 

Long Term 2 Enhanced Surface Water Treatment Rule. The EPA Long Term 2 Enhanced Surface Water 
Treatment Rule specifies Cryptosporidium reduction requirements for filtered and unfiltered water systems to 
improve public health protection through the control of this microbial contaminant. Published in January 2006, the 
EPA Long Term 2 Enhanced Surface Water Treatment Rule ("L T2ESWTR") requires large water systems such as 
the Water Enterprise's Regional Water System to provide Cryptosporidium inactivation treatment by April 1, 2012. 
The CDPR incorporated its version of L T2ESWTR by reference to the EPA' s version of L T2ESWTR on April 15, 
2013, effective date July 1, 2013. 

In response to this regulation and consistent with the overall goals of the WSIP, the Water Enterprise 
planned, designed and constructed a new advanced disinfection facility that uses ultraviolet light technology to 
inactivate target organisms in the Retch Retchy water supply. This project began operation more than 9 months 
prior tci the compliance date. See "WATER FACILITIES - Water Treatment." 

LT2ESWTR sets treatment levels based on the source water quality, with poorer source water quality 
requiring more treatment. Initial monitoring conducted several years ago placed SFPUC's sources in the best water 
quality 'bin'. The mandated second round of source water quality monitoring started in January 2015. No changes 
in source water quality bins are anticipated. 

Stage 2 Disinfectants and Disinfection Byproduct Rule. The EPA promulgated the Stage 2 Disinfectants 
and Disinfection Byproducts Rule ("Stage 2 DBPR") to reduce public health risk associated with disinfection 
byproducts ("DBPs"). Published in January 2006, the Stage 2 DBPR requires water utilities including the Regional 
Water System and In-City Distribution System to conduct a special study known as Initial Distribution System 
Evaluation ("IDSE") to identify potentially high DBP locations in their distribution systems. The Stage 2 DBPR 
also specifies future DBP monitoring requirements based on the IDSE results, and revises the compliance 
determination method. The monitoring compliance date is April 1, 2012. The Water EnterpriSe completed the 
IDSE studies and submitted the reports to CDPR and has demonstrated compliance with the Stage 2 DBPR by the 
continued use of the chloramination treatment process. The CDPR adopted its version of the Stage 2 DBPR which 
became effective June 21, 2012. 

Groundwater Rule. The EPA promulgated the Groundwater Rule to address waterborne disease and 
microbial contamination related to groundwater. Published in November 2006, the Groundwater Rule requires that 
a ·system putting new groundwater sources in service after November 30, 2009 should conduct assessment source 
water monitoring if directed by the State. The Groundwater Rule also requires a groundwater system to conduct 
triggered source water monitoring if it does not provide 4-log virus treatment and the results of bacteriological 
monitoring are focal-coliform positive. This rule may affect the treatment and operation of the groundwater projects 
in the Regional Water System· and the In-City Distribution System, depending on the operational management and 
water quality of these alternate water supplies. New disinfection facilities may be required if blending of these 
alternate water supplies with the existing treated waters is recommended. New treatment facilities may also be 
required to reduce certain mineral content of the groundwater to comply with the corresponding drinking water 
standards. 

Total Coliform Rule. The EPA has revised the Total Coliform Rule, and may consider the adoption of a 
new Distribution System Rule in the future to more closely regulate distribution system operations and related 
facilities. The Revised Total Coliform Rule went into effect in April 2016, with minimal operational impact to the 
SFPUC. It is too early at this time to identify what new treatment facilities or operational activities will be required 
to meet any future federal drinking water standards. 

DDW has not yet adopted its own version of the Revised Total Coliform Rule and has stated that all public 
water systems, including the Water Enterprise's Regional Water System and SFPUC-owned small water systems, 
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must comply with both the federal Revised Total Coliform Rule and the State Total Coliform Rule until the State 
adopts its own version of the Revised Total Coliform Rule. 

Lead and Copper Rule. The EPA is developing long-term revisions to the existing Lead and Copper 
Rule ("LCR"), which specifies monitoring, reporting, public education, notification, and treatment requirements for 
public water systems. DDW has similar regulatory requirements codified in Chapter 17.5 of Title 22, California 
Code of Regulations. In February 2016, in response to the recent water quality events in Flint, Michigan, and other 
parts of the country, EPA published new guidelines for the states and public water systems to assist in complying 
with the existing LCR monitoring corrosion treatment optimization, and notification requirements. 

The SFPUC has proactively addressed lead concerns for several decades, well before the EPA published 
the LCR in June 1991. In the 1980's, the SFPUC removed all known lead service lines from the In-City 
Distribution System. In the late 1990's, the SFPUC started distributing non-lead faucets to daycare centers and 
schools. The distribution program for non-lead faucets was then expanded to the general public. In the 2000's, the 
SFPUC initiated a program to replace service meters with non-leaded versions in the In7City Distribution System 
and eliminated large, leaded, compound meters. As of :2016, approximately 97% of the large, leaded, compound 
meters have been replaced. In 2006, the SFPUC submitted a report to the CDPH documenting that its existing 
corrosion control treatment using pH adjustment was optimized. The SFPUC also piloted use of other non-leaded 
plumbing components and sponsored the lead-free law, Assembly Bill 1953 ("AB 1953"), that was enacted by the 
California Legislature in 2006. AB 1953, which requires new lead-free plumbing components containing no more 
than 0.25% lead, has been in effect since January 1, 2010. In January 2014, EPA began enforcing the new lead-free 
mandate, the Reduction of Lead in Drinking Water Act, enacted by Congress on January 4, 2011. The EPA's 
definition of "lead-free" is the same as AB 1953 's definition of "lead-free."· The SFPUC's latest LCR monitoring 
results in 2015 demonstrate continued compliance with the existing LCR. 

Fluoridation. Assembly Bill 733, signed into law in October 1995, authorizes the DDW to require large 
water systems to fluoridate their public water supply. It also directs the DDW to seek funding for fluoridation. 

The CDPH adopted its fluoridation regulations in April 1998. These regulations, as codified in 
Section 64433 through 64434 of Title 22, California Code of Regulations, apply to large water systems with at least 
10,000 service connections: The regulations require that: 

• Large systems with existing fluoridation practices continue fluoridating under more stringent 
regulatory requirements (i.e., concentration, control, monitoring, reporting and notification 
requirements) 

• Large non-fluoridated systems start fluoridating when funding is made available. 

The Water Enterprise has been fluoridating its water supply since the early 1950s, and meets all the 
requirements of these regulations. The optimal levels and associated control ranges specified in the fluoridation 
regulations were historically based on the annual average of maximum daily air temperatures recorded during the 
previous five years. However, in April 2015, the United States Department of Health and Human Services Agency 
recommended that water systems practicing fluoridation adjust their fluoride content to 0.7 mg/L, as opposed to the 
previous temperature-dependent optimal levels ranging from 0.7 mg/L to 1.2 mg/L. The Center for Disease Control 
and Prevention ("CDC") also provided detailed information on the basis for this change. To reflect CDC's 
recommendation, DDW consulted with public water systems practicing fluoridation regarding amendments to their 
individual public water supply permits to reference the CDC's recommended optimal level of 0.7 mg/L. The 
recommended optimal level of 0.7 mg/L currently corresponds with the existing California Water Fluoridation 
Standards control range of0.6 mg/L to 1.2 mg/L. In May 2016, the DDW confirmed that the fluoride control range 
for the Regional Water System is 0.6 mg/L to 1.2 mg/L. The SFPUC is in compliance with the operational and 
monitoring requirements of the State fluoridation regulations. 

Chloramination. Chloramine is a disinfectant added to water for public health protection. It is a 
combination of chlorine and ammonia that is currently considered the best technology for controlling the formation 
of certain regulated disinfectant by-products ("DBPs"). Chloramine was used as a disinfectant in the entire 
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Regional Water System for ten years between 1935 and 1944 when the Retch Retchy water supply was first brought 
to San Francisco from the Sierra Nevada. Many utilities used chloramination at that time, including 34 . other 
drinking water supplies in the State. Chloramination was discontinued in 1944 by the Water Enterprise and many 
other utilities due to shortages of ammonia during World War II. 

The SFPUC started using chloramine as a distribution system disinfectant again in February 2004 to better 
comply with the Stage 2 DBPR, which requires more stringent control of chlorination DBPs. There is a significant 
amount of on-going research by many agencies worldwide regarding best disinfection practices for control of 
microorganisms in drinking water and simultaneous minimization of DBPs. The SFPUC continually monitors that 
research and the latest information on water disinfection practices. 

Since 2004, chloramine has been very effective as a distribution system disinfectant in the Regional Water 
and the In-City Distribution Systems. It has lowered microbial densities (including coliform bacteria, heterotrophic 
bacteria, Legionella bacteria), at the same time minimizing the formation of regulated DBPs. Adjustments (up or 
down) of the target chloramine level may occur when operational conditions warrant. A small group of individuals 
believe that various health problems have been caused by chloramine but the SFPUC believes that no scientific 
proof exists to support these assertions. The SFPUC has worked with local health departments, regulatory agencies, 
research organizations, professional associations, water qµality and health experts, other utilities, and elected 
officials to address these concerns. 

Public Water System Discharges 

As part of routine operations and maintenance activities, the SFPUC transfers treated water between 
storage facilities and discharges water to the environment. These transfers and discharges are regulated under the 
federal Clean· Water Act through general National Pollutant Discharge Elimination System ("NPDES") permits 
issued by the SWRCB or appropriate RWQCB. 

The SFPUC currently has several NPDES permits. These permits generally impose discharge limitati.ons, 
monitoring, reporting, and notification requirements. These permits require the Water Enterprise to control various 
water quality parameters (such as pH, chlorine residual, turbidity, etc.) and implement best management practices to 
minimize any adverse environmental effects caused by the discharges from the Regional Water System. Over the 
past few years, the Water Enterprise has occasionally violated its permit requirements, which has resulted in fines 
and settlement payments totaling approximately $700,000. The Water Enterprise is implementing several millions 
of dollars of capital improvements, as well as operational controls, to more reliably meet permit requirements under 
Section 402 of the Clean Water Act. See "WATER SYSTEM IMPROVEMENT PROGRAM." 

In December 2011, Retch Retchy Water and Power drained Priest Reservoir for maintenance purposes. 
The Central Valley RWQCB filed a complaint against the SFPUC, alleging that a permit was required for the 
resulting discharge of sediment downstream under Section 404 of the Clean Water Act. Without conceding liability 
or the alleged need for a permit for discharge of water from the reservoir, the SFPUC settled the complaint in 
December 2012 by paying a fine of $1 million and agreeing to adopt best management practices for future 
operations to avoid sediment discharges. 

Bay-Delta Water Quality Standards 

The Water Enterprise obtains the majority of its water supply from Retch Retchy Reservoir, located on the 
main branch of the Tuolumne River, which is an upstream tributary to the San Joaquin River and the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary (the "Bay-Delta"). In 1995, the SWRCB, which oversees the allocation 
of water for consumptive and environmental needs, adopted a Water Quality Control Plan (the "1995 WQCP") for 
the Bay-Delta pursuant to State and federal obligations to protect water quality in the Bay-Delta ecosystem. The 
1995 WQCP called for certain flow objectives on the San Joaquin River where it enters the Delta and certain Delta. 
outflows. Because the City is an upstream tributary water right holder, the SWRCB notified 500 parties, including 
the City, in 1997 that they may be required to implement the WQCP by providing water to the Bay-Delta ecosystem. 
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In 2000, the SWRCB issued an order implementing the 1995 WQCP. The order requires the United States 
Bureau of Reclamation and the California Department of Water Resources to provide flows and restrict export 
pumping to implement the San Joaquin River portion of the 1995 WQCP until the SWRCB otherwise assigns' 
responsibility to provide flow. The order.does not in any way condition the City's rights to divert water from the 
Tuolumne River, nor does it require the City to release water to implement the 1995 WQCP. 

In 2006, the SWRCB amended the 1995 WQCP (the "2006 WQCP") and identified San Joaquin River 
flows as an issue of emerging concern because various fish species in the Delta and San Joaquin River basin had not 
shown significant signs of recovery under the 1995 WQCP. In 2008, in light of continued decline in anadromous 
and pelagic (open water) fish species, the SWRCB adopted a Strategic Workplan for Activities in the San Francisco 
Bay/Sacramento-San Joaquin Delta Estuary. The Strategic Workplan calls for review and implementation of the 
2006 WQCP's San Joaquin River flow objectives. 

In February 2009, the SWRCB noticed its intent to review and update water quality objectives of the 
2006 WQCP and the program of implementation, which could result in changes to water rights and water quality 
regulation consistent with the program of implementation. In a letter dated December 19, 2011, the SWRCB stated 
it would complete its review of the 2006 WQCP's San Joaquin River flow objectives by September 2012. 

In 2012, the SWRCB issued a supplemental environmental document ("SED") in support of amendments 
to the 2006 WQCP that examined several alternative San Joaquin River flow objectives and implementation 
strategies. The SED was the subject of extensive public comment, and the SWRCB stated it would revise the SED 
and reissue it for public comment in spring 2015. The analysis considered the environmental impacts of changes to 
the Lower San Joaquin River flows to support and maintain the natural production of viable native San Joaquin 
River watershed fish populations migrating through the Sacramento-San Joaquin River Delta. The· range of flows 
analyzed included springtime releases totaling from 20% to 60% of natural unimpaired flows (i.e. flow without 
dams in place) on the Stanislaus. Tuolumne and Merced Rivers, with a preferred alternative of 3 5% of unimpaired 
flows. Should the SWRCB decide to implement this proposal, any necessary changes to upstream water rights 
would be considered in a separate proceeding. If that occurs, the SWRCB may require the SFPUC to relea,se water 
from its system, and, depending upon the quantity, there could be an increase in the degree of rationing required by 
the City's water customers during times of extended drought. 

FERC Proceeding to Increase Flows in the Lower Tuolumne River 

The Federal Energy Regulatory Commission ("FERC'') licenses the New Don Pedro Project, owned and 
operated by the Districts. The City helped fund the original construction of New Don Pedro Project in exchange for 
a water ban~ account allowing the SFPUC to receive water credits for advanced releases from the Retch Hetchy 
Project to the New Don Pedro Reservoir. 

The current FERC license for the New Don Pedro Project expired in 2016, and the Districts are now 
operating under an annual license that incorporates the conditions of their prior license. The Districts initiated the 
process to relicense the New Don Pedro Project using FERC's Integrated Licensing Process in 2010. Relicensing is 
a lengthy proc"?ss, stretching over· a number of years and open to public participation. It is estimated the process 
may cost up to $50 million to complete, which costs are split for certain studies between the Districts and the 
SFPUC pursuant to an existing agreement. 

The Districts are in the process of working through a Study Plan related to the relicensing that was issued 
and subsequently supplemented by FERC. The Study Plan described numerous studies to be completed. As of 
June 21, 2016, only 5 studies had not yet been finalized and submitted to FERC. The Districts obtained two 
extensions from FERC in order to complete a study ·on predation in the Lower Tuolumne River, which is currently 
due March 15, 2017. After all of the studies are submitted to FERC, the New Don Pedro Project must be reviewed 
under CEQA and NEPA before FERC can issue a new license. 

The Districts are also working through a licensing proceeding for the La Grange Diversion Dam (the "La 
Grange Project"), which is located on the Tuolumne River 2 miles downstream of the New Don Pedro Project. 
FERC has indicated that it intends to prepare a single draft Environmental Impact Statement ("EIS") and a final EIS 
("FEIS") under NEPA for licensing the La Grange Project and relicensing the New Don Pedro Project. 
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A 1995 Don Pedro Project Settlement Agreement ("Settlement Agreement") and a 1996 Order by FERC 
("1996 Order") established increased water flows on the Tuolumne River to protect fisheries and· riparian resources. 
A restoration plan ("Restoration Plan") adopted in 2000 guides planning, funding and implementation efforts. The 
Restoration Plan calls for a series of projects with a combined estimated cost ·of $25 million to improve river 
channel, riparian and fisheries conditions within a 27 mile stretch of the Tuolumne River corridor below La Grange 
Diversion Dam. Four of the ten priority projects have been completed. However, no additional projects are in the 
planning or construction phases due to the limited availability of federal and State grant funds. 

Pursuant to a then-existing agreement between the City and the Districts, the City might have been liable to 
provide a portion of the increased flows mandated under the 1995 Settlement Agreement. Instead, the City and the 
Districts entered into a new agreement whereby the Districts agreed to provide all flows ordered by FERC to . 
implement the Settlement Agreement until FERC issues a new license for the New Don Pedro Project in exchange 
for which the City pays to the Districts on a monthly basis an amount aggregating $3.5 million per year, subject to· 
an escalation clause applied to keep pace with inflation. Pursuant to the terms of its agreement with the Districts, 
the City may withdraw from the agreement upon one year's notice. 

The term of the Settlement Agreement runs until FERC issues a new license for the New Don Pedro 
Project. License conditions, such as release requirements, could change under a new license. Changed release 
requirements could adversely affect the availability of Tuolumne River water to the SFPUC and incidental 
hydroelectric generation. 

Dam Licensing and Safety Issues 

In 1929, the California Legislature enacted legislation providing for supervision over non-federal dams in 
the State. The statutes place the supervision of the safety of non-federal dams and reservoirs under the jurisdiction 
of the DSOD. Dams under jurisdiction are artificial barriers, together with appurtenant work, including outlet 
towers, which are tWenty-five feet or more in height or have an impounding capacity of fifty acre-feet or more. Any 
artificial barrier not in excess of six feet in height, regardless of storage, or that has a capacity not in excess of 
fifteen acre-feet, regardless of height, is not considered jurisdictional. 

The DSOD reviews plans and specifications for the construction of new dams or for the enlargement, 
alteration, repair or removal of existing dams, under applications, and must grant written approval before the owner 
can proceed with construction. The DSOD routinely inspects operating dams to assure that they are adequately 
maintained. The DSOD also conducts investigations of selected dams and directs the owners to additional 
investigations and detailed safety evaluations when necessary. 

The SFPUC has eighteen dams under the jurisdiction of the DSOD. The Calaveras Dam is the only dam 
that is currently the subject of orders by the DSOD. No other dams have DSOD-rela,ted mandates for upgrades at 
this time. 

Crystal Springs Reservoir System. An order imposed by DSOD prohibited use of stop logs in the reservoir· 
spillway due to seismic concerns and resulted in a loss of historic storage capacity at Lower Crystal Springs 
Reservoir. As part of the WSIP, the SFPUC restored the historical maximum capacity of 69,400 acre-feet through 
capital improvements. DSOD then rescinded the storage restriction. However; the land that will be inundated by 
the restored capacity has been populated with fountain thistle, an endangered plant species. The recovered storage 
will be available to the Regional Water System over time as the impacts to fountain thistle are mitigated for under 
the terms of federal and State endangered species act permits. 

Calaveras Dam. Due to seismic stability concerns regarding Calaveras Dam, the DSOD has restricted the 
amount of water stored in Calaveras Reservoir to a target maximum of 38,000 acre feet, a reduction in storage 
capacity of approximately 60%. In 2011, under DSOD direction, the SFPUC began improvements to Calaveras 
Dam to alleviate seismic safety concerns. The SFPUC anticipates substantial completion of such improvements by 
Fiscal Year 2018-19. The replacement dam and reservoir will store 96,800 acre-feet of water, the historical 
maximum capacity. See "CAPITAL IMPROVEMENT PROGRAM - Water System Improvement Program -
Regional Program." 
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Pilarcitos Dam. Pilarcitos Dam, with a capacity of approximately 3, 100 acre feet, was originally 
constructed in 1862 by the Spring Valley Water Works. In August 2013, DSOD requested the SFPUC to perform 
geotechnical sampling and testing of the Pilarcitos dam foundation for a dam safety evaluation, a seismic stability 
evaluation of the outlet tower, and a review of dam instrumentation. On December 9, 2014, the SFPUC awarded a 
contract for this work to satisfy the 2013 DSOD request and provide engineering and geotechnical services for 
potential seismic rehabilitation at Pilarcitos Dam. The SFPUC submitted various geotechnical reports and condition 
assessment reports to DSOD in June 2016. The SFPUC's two-year budget and CIP include capital improvements 
that are likely to be prescribed by DSOD. 

Hazardous Material Management 

The handling of hazardous materials is subject to a variety of federal and State regulations. The SFPUC 
currently complies with regulations regarding hazardous material safety with respect to hazardous material disposal 
and employee safety. In 2015, however, the Alameda County Department of Health and the Alameda County 
District Attorney's Office filed an enforcement action against the SFPUC, alleging deficient record keeping and 
storage management. In August 2016, the City's Board of Supervisors approved settlement of the enforcement 
action, including payment of a $250,000 fine. The SFPUC has revised its hazardous materials management systems 
and anticipates an annual increase of$100,000 in operating costs to ensure future compliance. 

Endangered Species 

Various aquatic species (including native fishes) present in the Tuolumne River and Bay Area streams 
(e.g., Alameda, San Mateo and Pilarcitos Creeks) are either listed or candidates for listing under the State or federal 
endangered species acts. New listings and future enforcement actions under the acts, or conditions placed in permits 
fo undertake construction for certain WSiP projects, could potentially directly affect water supplies available to the 
Regional Water System. The SFPUC is working with the responsible State and federal agencies to obtain permits 
under the acts, which would avoid regulatory uncertainty and ensure water supply reliability for the Regional Water 
System. In addition, future enforcement actions involving the Bay Delta or Bay Delta tributaries could further affect 
the availability of supplies to the State Water Project and the Central Valley Project, redudng SFPUC customers' 
alternate water supplies and increasing their need for additional Regional Water System deliveries. 

On August 18, 2014, the Center for Environmental Science, Accuracy, & Reliability ("CESAR") and Jean 
Sagouspe, a member of CESAR and an owner of farmland in California's Central Valley that receives its water from 
the CVP (the "Plaintiffs"), filed a complaint against the National Park Service ("NPS") and named federal officials 
(collectively the "Federal Defendants") in Federal District Court in the District of Columbia. The Complaint 
alleges that NPS annually approves instream flow releases from the "Hetch-Hetchy Project;'' and further alleges that 
the Federal Defendants have failed to comply with the Endangered Species Act ("ESA") and NEPA in connection 
with such alleged annual approvals. The City intervened in the case and, along with the Federal Defendants, 
obtained a venue transfer to the Eastern District of California. The City and the Federal Defendants view the 
Plaintiffs' claims as frivolous and without any merit. Nevertheless, as the Plaintiffs request that the Court enjoin the 
City's diversions from the Tuolumne River and enjoin operation of the "Retch Hetchy Project" until the Federal 
Defendants comply with the ESA and NEPA in connection with the alleged annual approvals, were such injunctive 

. relief to be granted, in whole or in part, the· regional water supply would necessarily be significantly reduced. The 
Eastern District ordered the case to be resolved by cross motions for summary judgment based on an administrative 
record compiled by NPS. The Plaintiffs and the Federal Defendants submitted their summary judgment briefings in 
March 2016 and a decision on the merits is expected in 2016. 

Required Instream Flow Schedules from Regional Water System Dams 

In order to comply with federal and State permit requirements in connection with dam and reservoir 
improvements to be carried out as part of the WSIP, the SFPUC has implemented schedules of instream flow 

· releases from Lower Crystal Springs Reservoir into San Mateo Creek, and plans to begin flow releases from 
Calaveras Reservoir and the bypass of flow from the Upper Diversion Dam to enhance habitat for native species 
following the completion of the new Calaveras Dam in 2019. The SFPUC has proposed the Alameda Creek 
Recapture Project to recover the loss of water supply associated with Calaveras Dam releases and bypasses. The 

94 
OHSUSA:765680398.3 



SFPUC has initiated the W aterMAP to make up the water supply loss associated with the Crystal Springs Dam 
releases, approximately 3.5 mgd. 

CONSTITUTIONAL, STATUTORY AND CHARTER LIMITATIONS 

The activities of the SFPUC and the Water Enterprise, including, without limitation, the establishment of 
rates for water service and the issuance of Bonds, are subject to a number of limitations under both State and local 
law. Certain of such limitations are summarized below. Additionally, such limitations may be revised, enhanced, 
expanded, or otherwise altered as provided under State and local law, including in certain instances by legislation 
adopted by State, regional or local authorities, including the State Legislature or the Board of Supervisors, or by the 
voters of the State or the City themselves through the power of initiative or referendum, by voting in favor of 
amendments to the Charter, or in any other lawful manner. 

State Law Limitations 

Tax and Spending Limitations. The taxing powers of public agencies in the State are limited by 
Article XIIIA of the California Constitution, added by an initiative amendment approved by the voters on June 6, 
1978, and commonly known as Proposition 13. 

Article XlIIA limits the maximum ad valorem tax on real property to 1 % of "full cash value," which is 
defined as "the County Assessor's valuation ofreal property as shown on the Fiscal Year 1975-76 tax biil under 'full 
cash value' or, thereafter, the appraised value of real property when purchased, newly constructed, or a change in 
ownership has occurred after the 1975 assessment." The full cash value may be adjusted annually to reflect inflation 
at a rate not to exceed 2% per year, or reduction in the consumer price index or comparable local data, or declining 
property value caused by damage, destruction, or other factors. 

The tax rate limitation referred to above does not apply to ad valorem taxes to pay the debt service on any 
indebtedness approved by the voters before July 1, 1978, or on any bonded indebtedness for the acquisition or 
improveme~t of real property approved by two-thirds of the votes cast by the voters voting on the proposition. 

Under the terms of Article XIIIA and pursuant to an allocation system created by implementing legislation, 
each county is required to levy the maximum ad valorem tax permitted by Article XlIIA and to distribute the 
proceeds to local agencies. · 

Assessed valuation growth allowed under Article XIIIA (new construction, change of ownership and up to 
2% annual value growth) is allocated among the jurisdictions that serve the tax rate area within which the growth 
occurs. Local agencies and schools share the growth of base revenues from the tax rate area. Each year's growth 
allocation becomes part of each. agency's allocation in the following year. The availability of revenues from tax 
bases to such entities may be affected by the existence of certain successor agencies to former redevelopment 
agencies that, under certain circumstances, may be entitled to such revenues resulting from the upgrading of certain 
property values. 

Under State law, any fee that exceeds the reasonable cost of providing the service. for which the fee is 
charged may be considered a "special tax" that must be authorized by a two thirds vote of the electorate. 
Accordingly, ifa portion of the SFPUC's water user rates or capacity charges were determined by a court to exceed 
the reasonable cost of providing service, the SFPUC might not be permitted to continue to collect that portion unless 
it were authorized to do so by a two-thirds majority of the votes cast in an election to authorize the collection of that 
portion of the rates or fees. If the SFPUC were unable to obtain such a two-thirds majority vote and were unable to 
reduce costs, such failure could adversely affect the SFPUC's ability to pay the debt service on the 2016 Series C 
Bonds. However, the reasonable cost of providing water services has been determined by the State Controller to 
include depreciation and allowance for the cost of capital improvements. In addition, State courts have determined 
that fees such as capacity charges will not be special taxes if they approximate the reasonable cost of constructing 
the water system improvements contemplated by the local agency imposing the fee. 
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The United States Supreme Court has upheld Article XIIIA against a challenge alleging violation of equal 
protection under the Fourteenth Amendment to the United States Constitution. 

Proposition 218. Proposition 218, a State ballot initiative known as the "Right to Vote on Taxes Act," was 
approved by the voters on November 5, 1996. The initiative added Articles XIIIC and XIIID to the California 
Constitution, creating additional requirements for the imposition by most local governments of "general taxes," 
"special taxes," "assessments," "fees," and "charges." Articles XIIIC and XIIID became effective, pursuant to their 
terms, as of November 6, 1996, although compliance with some of the provisions was deferred until July 1, 1997, 
and certain of the provisions purport to apply to any tax imposed for general governmental purposes (i.e., "general 
taxes") imposed, extended or increased on or after January 1, 1995 and prior to November 6, 1996. 

Article XIIID imposes substantive and procedural requirements on the imposition, extension or increase of 
any "fee" or "charge" subject to its provisions. A "fee" or "charge" subject to Article XIIID includes any levy, other 
than an ad valorem tax, special tax or assessment, imposed by an agency upon a parcel or upon a person as an 
incident of property ownership. Article XIIID prohibits, among other things, the imposition of any proposed fee or 
charge, and, possibly, the increase of any existing fee or charge, in the event written protests against the proposed 
fee or charge are presented at a required public hearing on the fee or charge by a majority of owners of the parcels 
upon which the fee or charge is to be imposed. Except for fees and charges for water, sewer and refuse collection 
services, the approval of a majority of the property owners subject to the fee or charge, or at the option of the 
agency, by a two-thirds vote of the electorate residing in the affected area, is required not less than 45 days 
following the public hearing on any such proposed new or increased fee or charge. In the view of the SFPUC, rates 
for water usage charged by the SFPUC to the Wholesale Customers are not fees or charges under Article XIIID, 
although no assurance may be given by the SFPUC that a court would not determine otherwise. 

The California Supreme Court decisions in Richmond v. Shasta Community Services District, 32 Cal. 4th 
409 (2004) ("Richmond"), and Bighorn-Desert View Water Agency v. Verjil, 39 Cal. 4th 206 (2006) ("Bighorn") 
have clarified uncertainty surrounding the applicability of Section 6 of Article XIIID to service fees and charges. In 
Richmond, the Shasta Community Services District charged a water connection fee, which included a capacity 
charge for capital improvements to the water system and a fire suppression charge. The Court held that both the 
capacity charge and the fire suppression charge were not subject to Article XIIID because a water connection fee is 
not a property-related fee or charge because it results from the property owner's voluntary decision to apply for the 
connection. In both Richmond and Bighorn, however, the Court stated that a fee for ongoing water service through 
an existing connection is imposed "as an incident of property ownership" within the meaning of Article XIIID, 
rejecting, in Bighorn, the water agency's argument that consumption-based water charges are not imposed "as an 
incident of property ownership" but as a result of the voluntary decisions of customers as to how much water to use. 

The SFPUC provides public notice of proposed water rate increases in accordance with the requirements of 
Article XIIID through means that include, among others, holding informational presentations at community group 
meetings, mailings to residential and commercial customers of public hearings on rate increases, and press releases 
and media campaigns regarding rate increases, followed by public hearings conducted by the SFPUC's Rate 
Fairness Board and by the SFPUC itself. The SFPUC also develops and adopts retail utility user rates and fees in 
accordance with the requirements of Article XIIID( 6)(b) that limit property-related fees and charges. 

Article XIIIC extends the people's initiative power to reduce or repeal previously authorized local taxes, 
assessments, fees and charges. This extension of the initiative power is not limited by the terms of Article XIIIC to 
fees, taxes, assessment fees and charges imposed after November 6, 1996 and absent other authority could result in 
retroactive reduction in any existing taxes, assessments, fees or charges. In Bighorn, the Court concluded that under 
Article XIIIC local voters by initiative may reduce a public agency's water rates and delivery charges. The Court 
noted, however, that it was not holding that the authorized initiative power is free of all limitations, stating that it 
was not determining whether the electorate's initiative power is subject to the public agency's statutory obligation to 
set water service charges at a level that will "pay the operating expenses of the agency, ... provide for repairs and 
depreciation of works, provide a reasonable surplus for improvements, extensions, and enlargements, pay the 
interest on any bonded debt, and provide a sinking or other fund for the payment of the principal of such debt as it 
may become due." 
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The courts ·have not fully interpreted the provisions of Proposition 218. The SFPUC is unable to predict 
how courts will further interpret Article XIIIC and Article XIIID, and what, if any, further implementing legislation 
will be enacted. Under the Bighorn case, City voters could adopt an initiative measure that reduces or repeals the 
SFPUC's water rates and charges, though it is not clear whether (and courts have not decided whether) any such 
reduction or repeal by initiative would be enforceable in a situation in which such rates and charges are pledged to 
the repayment of bonded indebtedness. There can be no assurance that the courts will not further interpret, or the 
voters will not amend, Article XIIIC arid Article XIIID to limit the ability of the SFPUC to impose, levy, charge and 
collect increased fees and charges for the Water Enterprise, or to call into question water rate increases previously 
adopted by the SFPUC. No assurance may be given that Articles XIIIC and XIIID will not have a material adverse 
impact on Revenues. 

Proposition 26. Proposition 26, which amended Article XIIIA and XIIIC of the California Constitution, 
was approved by the electorate at the November 2, 2010 election. Proposition 26 imposes a two-thirds voter 
approval requirement for the imposition of fees and charges by the State. It also imposes a majority voter approval 
requirement on local governments with respect to fees and charges for general purposes, and a two-thirds voter 
approval requirement with respect to fees and cha.rges for special purposes. According to its supporters, Proposition 
26 was designed to prevent the circumvention of tax limitations imposed by the voters pursuant to .Proposition 13, 
approved in 1978, Proposition 218, and other measures through the use of non-tax fees and charges. 

Proposition 26 expressly excludes from its scope "a charge imposed for a specific government sei-Vice or 
product provided directly to the payor that is not provided to those not charged, and which does not exceed the 
reasonable cost to the governmental entity of providing the service or product to the· payor;' and "assessments and 
property-related fees imposed in accordance with the provisions of Article XIllD." The California Supreme Court 
has held that a fee for ongoing water service through an existing connection is imposed "as an incident of property 
ownership" within the meaning of Article XIIID. See"- Proposition 218." The SFPUC believes that the initiative 
is not intended to, and would not, apply to fees for water deliveries and services charged by the SFPUC. The 
SFPUC, however, is unable to predict how Proposition 26 will be interpreted by the courts to apply to the provision 
of water services by local governments such as the SFPUC. 

Initiative and Referendum 

Article XIIIA and Articles XIIIC and XIIID of the California Constitution were adopted pursuant to the 
State's constitutional initiative process. From time to time other initiative. measures could be adopted by State 
voters, or by voters of the City, placing additional limitations on the ability of the SFPUC to increase revenues. 

Charter Limitations 

The Charter requires that bonds (such as the Bonds) secured by revenues, other than refunding bonds, may 
be issued only with the assent of a majority of voters. However, under the Charter amendments enacted by the 
voters in November 2002 (Proposition E), the SFPUC may 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 facilities or 
wastewater facilities or combinations of water and wastewater facilities under the jurisdiction of the SFPUC (and 
subject to the further conditions contained in Proposition E). See "OBLIGATIONS PAY ABLE FROM 
REVENUES-Authority for Issuance of Revenue Bonds and Other Obligations Payable from Revenues." 

In June 1998, the electorate of the City approved Proposition H which, subject to certain exceptions, 
including a limited exception to raise rates to pay debt service on voter-approved debt, froze the SFPUC's water 
rates through July 1, 2006. The SFPUC can give no assurance that the electorate will not seek in the future to freeze 
or limit rate increases. 

Future Charter Amendments 

Voters in the City could adopt additional Charter amendments in the future which would limit the ability of 
the SFPUC to issue debt or to enact rate increases, affect the operation of the Water Enterprise or implement other 
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changes affecting the SFPUC and the Water Enterprise. See "RISK FACTORS - Initiative, Referendum and 
Charter Amendments and future Legislation." 

LITIGATION 

The SFPUC is not aware of any litigation pending or threatened questioning the political existence of the 
City or the SFPUC or contesting the SFPUC's power to fix Water Enterprise rates and charges, or in any way 
questioning or affecting: 

(i) the proceedings under which the 2016 Series C Bonds are to be issued, 

(ii) the validity of any provision of the 2016 Series C Bonds or the Indenture, 

(iii) the pledge of Revenues by the SFPUC under the Indenture, or 

(iv) the titles to office of the present members of the Board of Supervisors and the Commission. 

There are a number of suits and claims pending against the City and the SFPUC impacting the Water 
Enterprise, which may include personal injury, wrongful death and other suits and claims against which the City 
may self-insure. The aggregate amount of the self-insured liabilities of the City and the SFPUC which may result 
from such suits and claims will not, in the opinion of the City Attorney, materially impair the ability of the SFPUC 
to pay principal of or interest on the 2016 Series C Bonds as they become due. There is no litigation pending, with 
service of process having been accomplished, against the City or the SFPUC which if determined adversely to the 
City or the SFPUC would, in the opinion of the City Attorney, materially impair the ability of the SFPUC to pay . 
principal of and interest on the 2016 Series C Bonds as they become due. There is however, a complaint that was 
filed, on August 18, 2014, requesting injunctive relief that if granted, in whole or in part, would result in a 
significant reduction in the regional water supply. See "REGULATORY MATTERS - Endangered Species." 

TAX MATTERS 

State Tax Exemption on 2016 Series C Bonds. In the opinion of Bond Counsel, under existing law 
interest on the 2016 Series C Bonds is exempt from personal income taxes of the State of California. Except as set 
forth in the preceding sentence, Bond Counsel will provide no opinion in connection with the issuance or offering of 
the 2016 Series C Bonds with regard to any federal, state or local tax consequence of the ownership or disposition of 
or the receipt of interest on any 2016 Series C Bond. A copy of the form of opinion of Bond Counsel relating to the 
2016 Series C Bonds is included in Appendix E. · 

Federal Income Tax Considerations for the 2016 Series C Bonds. The following is a general summary of 
certain United States federal income tax consequences of the purchase and ownership of the 2016 Series C Bonds. 
The discussion is based upon the Internal Revenue Code of 1986 (the "Code"), United States Treasury Regulations, 
rulings and decisions now in effect, all of which are subject to change (possibly, with retroactive effect) or possibly 
differing interpretations. No assurance can be given that future changes in the law will not alter the conclusions 
reached herein. 

The discussion below does not purport to deal with United States federal income tax consequences 
applicable to all categories of investors and generally does not address consequences relating to the disposition of a 
2016 Series C Bond by the owner thereof for federal income tax purposes. Further, the discussion below .does not 
discuss all aspects of federal income taxation that may be relevant to a particular investor in the 2016 Series C 
Bonds in light of the investor's particular circumstances or to certain types of investors subject to special treatment 
under the federal income tax laws (including insurance companies, tax exempt organizations and other entities, 
financial institutions, broker-dealers, persons who have hedged the risk of owning the 2016 Series C. Bonds, traders 
in securities that elect to use a mark to market method of accounting, thrifts, regulated investment companies, 
pension and other employee benefit plans, partnerships and other pass through entities, certain hybrid entities and 
owners of interests therein, persons who acquire 2016 Series C Bonds in connection with the performance of 
services, or persons deemed to sell 2016 Series C Bonds under the constructive sale provisions of the Code). The 
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discussion below also does not discuss any aspect of state, local, or foreign law or United States federal tax laws 
other than United States federal income tax law. The discussion below is limited to. certain issues relating to initial 
investors who will hold the 2016 Series C Bonds as "capital assets" within the meaning of section 1221 of the Code, 
and acquire such 2016 Series C Bonds for investment and not as a dealer or for resale. The discussion below 
addresses certain federal income tax consequences applicable to owners of the 2016 Series C Bonds who are United 
States persons within the meaning of section 7701(a)(30) of the Code ("United States persons") and, except as 
discussed below, does not address any consequences to persons other than United States persons. 

Prospective investors should note that no rulings have been or will be sought from the Internal Revenue 
Service (the "Service") with respect to any of the United States federal income tax consequences discussed below, 
and no assurance can be given that the Service will not take contrary positions. 

ALL PROSPECTIVE. INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS IN 
DETERMINING THE FEDERAL, STATE, LOCAL, FOREIGN AND ANY OTHER TAX CONSEQUENCES TO 
THEM FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE 2016 SERIES C BONDS. 

Interest on the 2016 Series C Bonds. Bond Counsel has rendered no opinion regarding the exclusion 
pursuant to section l 03( a) of the Code of interest on the 2016 Series C Bonds from gross income for federal income 
tax purposes. The Commission has taken no action to cause, and does not intend, interest ·on the 2016 Series C 
Bonds to be excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof for federal 
'income tax purposes. The Commission intends to treat the 2016 Series C Bonds as debt instruments for all federal 
income tax purposes, incluqing any applicable reporting requirements under the Code. THE COMMISSION 

. EXPECTS THAT THE INTEREST PAID ON A 2016 SERIES C BOND GENERALLY WILL BE INCLUDED IN. 
THE GROSS INCOME OF THE OWNER THEREOF FOR FEDERAL INCOME TAX PURPOSES WHEN 
RECEIVED OR ACCRUED, DEPENDING UPON THE TAX ACCOUNTING METHOD OF THAT OWNER. 

Disposition of 2016 Series C Bonds, Inclusion of Acquisition Discount and Treatment of Market 
Discount. An owner of 2016 Series C Bonds will generally recognize gain or loss on the sale or exchange of the 
2016 Series C Bonds equal to the difference between the sales price (exclusive of the amount paid for accrued 
interest) and the owner's adjusted tax basis in 2016 Series C Bonds. Generally, the owner's adjusted tax basis in the 
2016 Series C Bonds will be the owner's initial cost, increased by original issue discount (if any) previously 
included in the owner's income to the date of disposition. Any gain or loss generally will be capital gain or loss and 
will be long-term or short-term, depending on the owner's holding period for the 2016 Series·C Bonds. 

Under current law, a purchaser of a 2016 Series C Bond who did not purchase that 2016 Series C Bond in 
the initial public offering (a "subsequent purchaser") generally will be required, on the disposition (or earlier partial 
principal payment) of such 2016 Series C Bond, to recognize as ordinary income a portion of the gain (or partial 
principal payment), if any, to the extent of the accrued "market discount." In general, market discount is the amount 
by which the price paid for such 2016 Series C Bond by such a subsequent purchaser is less than the stated 
redemption price at maturity of that 2016 Series C Bond (or, in the case of a 2016 Series C Bond bearing original 
·issue discount, is less than the "revised issue price" of that 2016 Series C Bond (as defined below) upon such 
purchase), except that market discount is considered to be zero if it is less than one quarter of one percent of the 
principal amount times the number of complete remaining years to maturity. The Code also limits the deductibility 
of interest incurred by a subsequent purchaser on funds borrowed to acquire 2016 Series C Bonds with.market 
discount. As ati alternative to the inclusion of market discount in income upon disposition, a subsequent purchaser 
may elect to include market discount in income currently as it accrues on all market discount instruments acquired 
by the subsequent purchaser in that taxable year or thereafter, in which case the interest deferral rule will not apply. 
The recharacterization of gain as ordinary income on a subsequent disposition of such 2016 Series C Bonds could 
have a material effect on the market value of such 2016 Series C Bonds. 

Stated Interest and Reporting of Interest Payments on the 2016 Series C Bonds. The stated interest on 
the 2016 Series C Bonds will be included in the gross income, as defined in section 61.ofthe Code, of the owners 
thereof as ordinary income for federal income tax purposes at the time it is paid or accrued, depending on the tax 
accounting method applicable to the owners thereof. Subject to certain exceptions, the stated interest on the 2016 
Series C Bonds will be reported to the Service. Such information will be filed each year with the Service on Form 
1099-INT (or other appropriate reporting form) which will reflect the name, address, and taxpayer identification 
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number of the owner. A copy of such Form 1099 INT will be sent to each owner of a 2016 Series C Bond for 
federal income tax purposes. 

Original Issue Discount on 2016 Series C Bonds. If the first price at which a substantial amount of the 
2016 Series C Bonds of any stated maturity is sold (the "Issue Price") is less than the stated redemption price at 
maturity of those 2016 Series C Bonds, the excess of the stated redemption price at maturity of each 2016 Series C 
Bond of that maturity over the Issue Price of that maturity is "original issue discount." If the original issue discount 
on a 2016 Series C Bond is less than the product of one quarter of one percent of its face amount times the number 
of complete years to its maturity, the original issue discount on that 2016 Series C Bond will be treated as zero. 
Original issue discount on a 2016 Series C Bond will be amortized over the life of the 2016 Series C Bond using the 
"constant yield method" provided in the Treasury Regulations. As original issue discount on a 2016 Series C Bond 
would accrue under the constant yield method, the owner of a 2016 Series C Bond issued with original issue 
discount generally will be required to include such accrued amount in its gross income as interest, regardless of its 
regular method of accounting. This can result in taxable income to the beneficial owner of such a 2016 Series C 
Bond that exceeds actual cash distributions to that owner in a taxable year. To the extent that a 2016 Series C Bond 
is purchased at a price that exceeds the sum of the Issue Price of that 2016 Series C Bond and all original issue 
discount on that 2016 Series C Bond previously includible by any holder in gross income (the "revised issue price" 
of that 2016 Series C Bond), the subsequent inclusion of original issue discount by that purchaser must be reduced 
to reflect that excess. 

The amount of the original issue discount that accrues on the 2016 Series C Bonds each taxable year will be 
reported annually to the Service and to the owners. The portion of the original issue discount included in each 
owner's gross income while the owner holds the 2016 Series C Bonds will increase the adjusted tax basis of the 
2016 Series C Bonds in the hands of such owner. 

Amortizable Bond Premium for 2016 Series C Bonds. An owner that purchases a 2016 Series C Bond for 
an amount that is greater than its stated redemption price at maturity will be considered to have purchased the 2016 
Series C Bond with "amortizable bond premium" equal in amount to such excess. The owner may elect to amortize 
such premium using a constant yield method over the remaining term of the 2016 Series C-Bond and may offset 
interest otherwise required to be· included in respect of the 2016 Series C Bond during any taxable year by the 
amortized amount of such excess for the taxable year. 2016 Series C Bond premium on a 2016 Series C Bond held 
by an owner that d<;ies not make such an election will decrease the amount of gain or increase the amount of loss 
otherwise recognized on the sale, exchange, redemption or retirement of a 2016 Series C Bond. However, if the 
2016 Series C Bond may be optionally redeemed after the beneficial owner acquires it at a price in excess of its 
stated redemption price at maturity, special rules would apply under the Treasury Regulations which could result in 
a deferral of the amortization of some bond premium until later in the term of the 2016 Series C Bond. Any election 
to amortize bond premium applies to all taxable debt instruments held by the beneficial owner on or after the first 
day of the first taxable year to which such election applies and may be revoked only with the consent of the Service. 

Medicare Contribution Tax. Pursuant to Section 1411 of the Code, as enacted by the Health Care and 
Education Reconciliation Act of2010, an additional tax is imposed on individuals beginning January 1, 2013. The 
additional tax is 3.8% of the lesser of(i) net investment income (defined as gross income from interest, dividends, 
net gain from disposition of property not used in a trade or business, and certain other listed items of gross income), 
or (ii) the excess of "modified adjusted gross income" of the individual over $200,000 for unmarried individuals 
($250,000 for married couples filing a joint return and a surviving spouse). Owners of the 2016 Series C Bonds 
should consult with their own tax advisor concerning this additional tax, as it may apply to interest earned on the 
2016 Series C Bonds as well as gain on the sale of a 2016 Series C Bond. 

Defeasance of 2016 Series C Bonds. Persons considering the purchase of a 2016 Series C Bond should be 
aware that the bond documents permit the Commission under certain circumstances to deposit monies or securities 
with the Trustee, resulting in the release of the lien of the Indenture (a "defeasance"). A defeasance could be a 
taxable event resulting in the realization of gain or loss by the owner of a defeased 2016 Series C Bond for federal 
income tax purposes, without any corresponding re.ceipt of monies by the owner. Such gain or loss generally would 
be subject to recognition for the tax year in which such realization occurs, as in the case of a sale or exchange; in 
additiOn, the defeased instrument may be treated as having been reissued with original issue discount or bond 
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issuance premium with the consequences described above. Owners of2016 Series C Bonds are advised to consult 
their own tax advisers with respect to the tax consequences resulting from such events. 

Backup Withholding. Under section 3406 of the Code, an owner of a 2016 Series C Bond who is a United 
States person may, under certain circumstances, be subject to "backup withholding" of current or accrued interest on 
a 2016 Series C Bond or with respect to proceeds received from a disposition of the 2016 Series C Bond. This 
withholding applies if such owner of a 2016 Series C Bond: (i) fails to furnish to the payor such owner's social 
security number or other taxpayer identification number ("TIN"); (ii) furnishes the payor an incorrect TIN; (iii) fails 
to properly report interest, dividends, or other "reportable payments" as defined in the Code; or (iv) under certain 
circumstances, fails to provide the payor with a certified statement, signed under penalty of perjury, that the TIN 
provided to the payor is correct and that such o~ner is not subject to backup withholding. 

Backup withholding will not apply, however, with respect to payments made to certain owners of the 2016 
Series C Bonds. Owners of the 2016 Series C Bonds should consult their own tax advisors regarding their 
qualification for exemption from backup withholding and the procedures for obtaining such exemption. 

Withholding on Payments to Nonresident Alien Individuals and Foreign Corporations. Under sections 
1441 and 1442 of the Code, nonresident alien individuals and foreign corporationi'! are generally subject to 
·withholding at the current rate of 30% (subject to change) on periodic income items arising from sources within the 
United States, provided such income is not effectively connected with the conduct of a United States trade or 
business. 

Assuming the interest income of such an owner of the 2016 Series C Bonds is not treated as effectively 
connected income within the meaning of section 864 of the Code, such interest will be subject to 30% withholding, 
or any lower rate specified in an income tax treaty, unless such income is treated as portfolio interest. Interest will 
be treated as portfolio interest if: (i) the owner provides a statement to the payor certifying, under penalties of 
perjury, that such owner is not a United States persqn and providing the name and address of such owner; (ii) such 

· interest is treated as not effectively connected with the owner's United States trade or business; (iii) interest 
payments are not made to a person within a foreign country that the Service has included on a list. of countries 
having provisions inadequate to prevent United States tax evasion; (iv) interest payable with respect to the 2016 
Series C Bonds is not deemed contingent interest within the meaning of the portfolio debt provision; (v) such owner 
is not a controlled foreign corporation, within the meaning of section 957 of the Code; and (vi) such owner is not a 
bank receiving interest on the 2016 Series C Bonds pursuant to a loan agreement entered into in the ordinary course 
of the bank's trade or business. · 

Assuming payments on the 2016 Series C Bonds are treated as portfolio interest within the meaning of 
sections 871 and 881 of the Code, then no withholding under section 1441and1442 of the Code and no backup 
withholding under.section 3406 of the Code is required with respect to owners or intermediaries who have furnished 
Form W-8 BEN, Form W-8 EXP or Form W-8 IMY, as applicable, provided the payor does not have actual 
knowledge or reason to know that such person is a United States person. 

The preceding discussion of certain United States federal income tax consequences is for general 
information only and is not tax advice. Accordingly, each. investor should consult its own tax advisor as to 
particular tax consequences to it of purchasing; owning, and disposing of the 2016 Series C Bonds, including the 
applicability and effect of any state, local, or foreign tax laws, and of any proposed changes in applicable laws. 

CERTAIN LEGAL MATTERS 

Certain legal matters incident to the authorization, sale and delivery of the 2016 Series C Bonds are subject 
to the approval of Norton Rose Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., Oakland, 
California, Co-Bond Counsel to the SFPUC. Certain legal matters are being passed upon for the SFPUC by the City 
Attorney and by Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Disclosure Counsel. Co-Bond 
Counsel and Disclosure Counsel will receive compensation that is contingent upon the sale and delivery of the 2016 
Series C Bonds. 
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The form of approving opinion of Co-Bond Counsel is set forth in Appendix E, and will be available at the 
time of delivery of the 2016 Series C Bonds. Co-Bond Counsef is not passing upon and undertakes no responsibility 
for the accuracy, completeness or fairness of the information contained in this Official Statement. 

Orrick, Herrington & Sutcliffe LLP has served as Di~closure Counsel to the SFPUC and in such capacity 
has advised the SFPUC with respect to the requirements of applicable securities laws and participated with 
responsible SFPUC officials and staff in conferences and meetings where information contained in this Official 
Statement was reviewed for accuracy and completeness. Disclosure Counsel is not responsible for the accuracy or 
completeness of the information presented in this Official Statement and has not undertaken to independently verify 
any of such information. Rather, the SFPUC is solely responsible for the accuracy and completeness of the 
information contained in this Official Statement. Upon the issuance of the 2016 Series C Bonds, Orrick, Herrington 
& Sutcliffe LLP will deliver a letter to the SFPUC concerning certain matters with respect to the Official Statement. 
No purchaser or holder of the 2016 Series C Bonds, or other person or party other than the SFPUC, will be entitled 
to rely on such letter or on the fact that Orrick, Herrington & Sutcliffe LLP has acted as Disclosure Counsel to the 
SFPUC. 

RATINGS 

Moody's Investors Service ("Moody's") has assigned its municipal bond rating of"_" to the 2016 Series 
C Bonds, and S&P Global Ratings, a Standard & Poor's Financial Services LLC business ("S&P"), has assigned its 
municipal bond rating of"_" to the 2016 Series C Bonds. 

The ratings assigned by Moody's and S&P express only the views of the respective rating agencies. The 
explanation of the significance of these ratings, and any outlook associated with these ratings, may be obtained from 
Moody's and S&P, respectively. Each rating agency generally bases its rating on its own investigations, studies, and 
assumptions. The SFPUC has provided certain additionar information and materials to the rating agencies (some of 
which does not appear in this Official Statement). 

A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision or 
withdrawal at any time. There is no assurance such ratings will continue for any given period of time or that such 
ratings will not be revised downward or withdrawn entirely by the rating agencies, if in the judgment of such rating 
agencies, circumstances so warrant. Any such downward revision or withdrawal of such ratings may have an 
adverse effect on the market price of the 2016 Series C Bonds. The SFPUC undertakes no responsibility to maintain 
its current ratings on the 2016 Series C Bonds or to oppose any such downward revision, suspension or withdrawal. 

UNDERWRITING 

The 2016 Series C Bonds are being purchased by (the "Underwriter") as winner of a 
competitive bid conducted on , 2016. The Underwriter has agreed to purchase the 2016 Series C Bonds 
from the SFPUC at a purchase price of$ (consisting of$ aggregate principal amount of the 
2016 Series C Bonds, [plus a net original issue premium] [less a net original discount] of$ less an 
underwriter's discount of$ . Under the terms of its bid, the Underwriter will be obligated to purchase 
all of the 2016 Series C Bonds if any are purchased, the obligation to make such purchase being subject to certain 
terms and conditions to be satisfied by the SFPUC. 

The Underwriter has certified the reoffering prices or yields set forth on the inside cover of this Official 
Statement. The SFPUC takes no responsibility for the accuracy of these prices or yields. The Underwriter may 
offer and sell the 2016 Series C Bonds to certain dealers and others at prices lower than the offering prices stated on 
the inside cover page. The offering prices may be changed from time to time by the Underwriter. 

FINANCIAL STATEMENTS 

Attached as Appendix D are the audited financial statements of the Water Enterprise (the "Financial 
Statements") for Fiscal Years 2013-14 and 2014-15, prepared by the SFPUC and audited by KPMG LLP, 
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independent certified public accountants, San Francisco, California (the "Auditor"). The financial statements are 
included for convenience. 

The SFPUC has not requested nor did the SFPUC obtain permission from the Auditor to include the 
audited financial statements as an Appendix to this Official Statement. Accordingly, the Auditor has made no 
representation in connection with inclusion of the audits herein that there has been no material change in the 
financial condition of the SFPUC since the most recent audit was concluded. The Auditor has not been engaged to 
perform and has not performed, since the date of its report included herein, any procedures on the financial 
statements addressed in that report. The Auditor also has not performed any procedures relating to this Official 
Statement. 

CONTINUING DISCLOSURE 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2016 Series C 
Bonds, under a Continuing Disclosure Certificate dated as of the Closing Date, to provide certain financial 
information and operating data (the "Annual Report") not later than nine months following the end of its Fiscal 
Year (presently June 30), beginning on March 31, 2017, with the report for Fiscal Year 2015-16, and to promptly 
provide notices of the occurrence of certain enumerated events set forth in the Continuing Disclosure Certificate 
("Listed Events"). 

The SFPUC will file the Annual Report and any notice of Listed Events as described in the Continuing 
Disclosure Certificate. The specific nature of the information to be contained in the Annual Report or the notices of 
Listed Events is set forth in the Continuing Disclosure Certificate. These covenants have been made in order to 
assist the Underwriters in complying with the Rule. The form of the Continuing Disclosure Certificate is attached to 
this Official Statement as Appendix F. 

Although the SFPUC filed on EMMA materials describing the effectiveness of qertain amendments to the 
indenture pursuant to which the SFPUC's wastewater revenue bonds have been issued (payable from revenues of a 
separate enterprise fund-see "THE PUBLIC UTILITIES COMMISSION - Organization, Purposes and Powers"), 
it failed to file timely a simultaneous and duplicative notice of material event. 

The SFPUC has, at least once in the last five years, failed to file in a timely manner notice of a change in 
the rating of SFPUC bonds resulting from a change in the rating of a bond insurer. As of the date of this Official 
Statement, the current ratings of the SFPUC's bonds are correc;t on EMMA 

CO-MUNICIPAL ADVISORS 

Backstrom McCarley Berry & Co., LLC, San Francisco, California, and Montague DeRose and Associates, 
LLC, Walnut Creek, California (the "Co-Municipal Advisors"), have served as Co-Municipal Advisors to the 
SFPUC in connection with the structuring and delivery of the 2016 Series C Bonds. The Co-Municipal Advisors are 
not obligated to undertake, and have not undertaken to make, an independent verification or to assume responsibility 
for the accuracy, completeness or fairness of the information contained in this Official Statement. The 
Co-Municipal Advisors will receive compensation that is contingent upon the sale and delivery of the 2016 Series C 
Bonds. 

MISCELLANEOUS 

References made in this Official Statement to certain documents and reports are brief summaries there.of 
that do not purport to be complete or definitive, and reference is made to such documents and reports for full and 
complete statements of the contents thereof. 

The appendices to this Official Statement are integral parts of this Official Statement. Investors must read 
the entire Official Statement, including the appendices, to obtain information essential to making an informed 
investment decision. · 
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APPROVAL AND DELIVERY 

This Official Statement has been duly approved and authorized to be delivered by the SFPUC. 

OHSUSA:765680398.3 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: ________________ _ 
Harlan L. Kelly, Jr. 

General Manager 
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APPENDIX A 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 

This Appendix contains summaries of certain_ provisions of the Indenture, which are in addition and 
complementary to the summaries found in the Official Statement under the captions "INTRODUCTION" "THE 
2016 SERIES C BONDS" and "SECURITY FOR THE BONDS." The following summaries are qualified in their 
entirety by reference to the complete Indenture, a copy of which can be obtained from the SFPUC. · 
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APPENDIXB 

SUMMARY OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT 

The following brief summary of certain provisions of the Water Supply Agreement is subject in all respects. 
to all of the provisions of such document. This brief summary does not purport to be a complete statement of said 
provisions and prospective purchasers of the 2016 Series C Bonds are referred to the complete text of said 
document. 

Definitions 

"1984 Agreement" refers to the 1984 Settlement Agreement and Master Water Sales Contract between the 
City and County of San Francisco and certain Suburban Purchasers in San Mateo County, Santa Clara County and 
Alameda County, which expired on June 30, 2009. 

"Act" refers to the Raker Act, 38 Stat. 242, the Act of Congress, enacted in 1913, that authorized the 
construction of the Retch Retchy system on federal lands. 

"Adjusted Proportional Annual Use" means the respective percentages of annual water use, as adjusted 
to reflect deliveries of water by the Retch Retchy Water & Power Project to outside City Retail Customers. 

"Agreement" ref<:rs to the Water Supply Agreement, by and among San Francisco and the Wholesale 
Customers who approve the Agreement. 

"BAWSCA" refers to the Bay Area Water Supply and Conservation Agency established pursuant to 
Division 31 of the California Water Code (Water Code §§81300-81461) or its successor and permitted assigns~ 

"CEQA" refers to the California Environmental Quality Act found at §§21000 et seq. of the Public 
Resources Code and the Guidelines for the California Environmental Quality Act found at §§15000 et seq. of 
Title 14 of the California Code ofRegulations, as amended from time to time. 

"Commission" means the governing board of the SFPUC. 

"Debt Service" means principal and interest paid during a fiscal year on Indebtedness incurred by the 
. SFPUC for the 2006 Revenue Bonds, .Series A, and subsequently issued Indebtedness (exclusive of 2006 Revenue 
Bonds, Series B and C), the proceeds of which are used or are scheduled to be used for the acquisition or 
construction of New Regional Assets or to refund such Indebtedness. 

"Direct Retail" refers to Regional Water System capital or operating expenditures that are incurred to 
provide water service solely to Retail Customers. 

"Direct Wholesale" refers to Regional Water System capital or operating expenditures that are incurred to 
provide water service solely to one or more Wholesale Customers. 

"Drought" means a water shortage caused by lack of precipitation, as reflected in resolutions of the 
Commission calling for voluntary or mandatory' \Yater rationing based on evaluation of water stored or otherwise 
available to the Regional Water System, whether or not the Commission declares a water shortage emergency 
pursuant to Water Code§§ 350 et seq., as amended from time to time. 

"Emergency" means a sudden, non-drought event, such as an earthquake, failure of Regional Water 
System infrastructure or other catastrophic event or natural disaster that results in an insufficient supply of water 
available to the Retail or Wholesale Service Areas for basic human consumption, firefighting, sanitation, and fire 
protection. 
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"Encumbrance" or "Encumber" refers to the process by which the City Controller certifies the 
availability of amounts previously appropriated by the Commission for specifically identified SFPUC capital 
projects performed either by third parties or through work orders to other San Francisco departments. 

"Environmental Enhancement Surcharge" means the surcharge to be imposed by the SFPUC on 
individual parties to the Agreement whose use exceeds their Interim Supply Allocation when the collective use of 
water by all parties to the Agreement is in excess of the Interim Supply.Limitation. 

"Excess Use Charges" are monthly charges set by the SFPUC, in the form of multipliers, that are applied 
to the Wholesale Customer water rates during times of mandatory rationing if a Wholesale Customer's water usage 
is greater than its shortage allocation. 

"Fundamental Rights" of Wholesale Customers are their status as parties to the Agreement, their 
allocation of water recognized. in the Agreement, their protection against arbitrary, unreasonable, or unjustly 
discriminatory rates and any other specific rights described in the Agreement. 

"Hetch Hetchy Enterprise" refers to Retch Retchy Water and P9wer Enterprise, a SFPUC operating 
department. 

"Indebtedness" includes revenue bonds, bond anticipation notes, certificates of participation (excluding 
certificates of participation towards which SFPUC contributes debt service as an operating expense), and 
commercial paper. 

"Individual Water Sales Contract" refers to the contracts between each Wholesale Customer and San 
Francisco that details customer-specific matters such as location of service connections, service area maps and other 
matters specific to that customer. 

"Individual Supply Guarantee" refers to each Wholesale Customer's share of the Supply Assurance. 

"Interim Supply Allocation" refers to each Wholesale Customer's share, to be established by the SFPUC 
of the Interim Supply Limitation. 

"Interim Supply Limitation" refers to the 265 MGD annual average limitation on water deliveries until 
December 31, 2018 from Regional Water Systepi watersheds imposed by the SFPUC in its approval of the WSIP in 
Resolution Number 08-0200 dated October 30, 2008. 

"Joint," when used in connection with Retch Retchy Enterprise assets or expenses, refers to assets used or 
expenses incurred in providing both water supply ("Water-Related") and in the generation and transmission of 
electrical energy ("Power-Related"). 

"Local System Water" refers to Regional Water System water supplies developed in San Mateo, Alameda 
and Santa Clara Counties or otherwise not produced by the Retch Retchy Enterprise under rights of way granted by 
the Act. 

"MGD" refers to an average flow rate of one million gallons per day over a specific time period, often a 
year. For example, one MGD is equal to. 365 million gallons per year or 1,120 acre feet per year. 

"Net Annual Debt Service" refers to debt service less payments made from proceeds oflndebtedness (e.g., 
capitalized interest), earnings on bond proceeds (e.g., reserve fund earnings) used to pay Debt Service, and interest 
paid from renewed commercial paper, or from reserve fund liquidation.-

"New Assets" refers to Regional and Retch Retchy Water-Only and Water-Related capital assets added to 
Regional Water System plant in service after June 30, 2009. 
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"New Regional Assets" refers to New Assets placed in service on or after July 1, 2009 that are used and 
useful in delivering water to Wholesale Customers. The following four categories comprise New Regional Assets: 

1. Water Enterprise Regional Assets 

2. Water Enterprise Direct Wholesale Assets 

3. Retch Retchy Water Only Assets 

4. Water-Related portion (45 percent) ofRetch Retchy Joint Assets 

· "Power-Only," when used with reference to Retch Retchy Enterprise capital costs and operating and 
maintenance expenses, means capital costs and expenses that are incurred solely for the construction and operation 
of assets used to generate and transmit electrical energy. · 

"Power-Related" refers to the power related portion (55%) of Joint Retch Retchy Enterprise assets or 
expenses. 

"Proportional Annual Use" means the shares of deliveries from the Regional Water System used by City 
Retail Customers and by the Wholesale Customers in a fiscal year, expressed as a percentage. 

"Proportional Water Use" refers the general principle of allocating Regional Water System costs based 
on the relative purchases of water by Retail and Wholesale Customers. 

"Regional," when used with reference to Water Enterprise capital assets and operating expenses, refers to 
assets and expenses that benefit Wholesale and Regional Customers. 

"Regional Water System" means the water storage, transmission and treatment system operated by the 
SFPUC in Tuolumne, Stanislaus, San Joaquin, Alameda, Santa Clara, San Mateo and San Francisco count.ies, 
including projects constructed under the WSIP, but excluding Direct Retail and Direct Wholesale assets. 

"Retail Customers" means any customer that purchases water from San Francisco that is not a Wholesale 
Customer, whether located inside or outside of San Francisco. 

"Retail Service Area" means the areas where SFPUC sells water to Retail Customers. 

"Retail Water" means water sold by the SFPUC to its Retail Customers within and outside San Francisco. 

"San Francisco" refers to the City and County of San Francisco. 

"SFPUC" refers to the San Francisco Public Utilities Commission as an operating· department of 
San Francisco, the General Manager of which reports to the Commission. 

"Substantially Expended," when used with respect to a specific bond issue, means 98% of the proceeds 
from that bond issue and investment earnings contributed to the project fund have been expended. 

"Supply Assurance" means the 184 MGD maximum annual average metered supply of water dedicated by 
San Francisco to public use in the Wholesale Service Area (not including San Jose and Santa Clara). 

"Term" means the 25-year term of the Agreement commencing July 1, 2009, including one or both 5-year 
extensions authorized by the Agreement. 

"Tier 1 Shortage Plan" refers to the Water Shortage Allocation Plan, adopted by the SFPUC and the 
Wholesale Customers in conjunction with the Agreement describing the method for allocating water between the 
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SFPUC and the Wholesale Customers collectively for shortages of up to 20% of deliveries from the Regional Water 
System, as amended from time-to-time. 

"Water Enterprise" refers to the San Francisco Water Department (SFWD), an SFPUC Operating 
Department. 

"Water Management Charge" refers to the charge collected by San Francisco on behalf ofBAWSCA for 
local water resource development in the Wholesale Service Area. 

"Water-Only," when used with reference to Retch Retchy Enterprise capital costs and operating and 
maintenance expenses, means capital costs and expenses that are incurred solely for the construction and operation 
of assets used to protect water quality or to provide for the delivery of water for consumptive purposes. 

"Water-Related" refers to the water related portion (45%) of Joint Retch Retchy Enterprise assets .or 
expenses. 

"Wheeling Statute" refers to Article 4 of Chapter 11 of the California Water Code, as amended from time 
to time. 

"Wholesale Capital Fund" is .the account established by the SFPUC for deposit of Wholesale Customer 
revenue that is used to fund the wholesale share of revenue-funded New Regional Assets. 

"Wholesale Customer" or "Customers" means one or more of the 27 water customers that are contracting 
for purchase of water from San Francisco pursuant to the Agreement. 

"Wholesale Revenue Coverage" refers to the additional dollar amount included in wholesale rates each 
fiscal year that is charged to Wholesale Customers by the SFPUC for their proportionate share of Debt Service 
coverage. 

"Wholesale Revenue Coverage Reserve" refers to the account established by the SFPUC for deposit of 
Wholesale Revenue Coverage. 

"Wholesale Revenue Requirement" means the calculated Wholesale Customer portion of SFPUC 
Regional Water System capital and operating costs. 

"Wholesale Service Area" means the combined service areas of the Wholesale Customers, as delineated 
on the service area maps attached to each Individual Water Sales Contract. 

"WSIP" refers to the.Water System Improvement Program approved by the Commission in Resolution 
No. 08-0200 on October 30, 2008, as amended from time to time. 

Term 

The Term of the Agreement is twenty five (25) years. The Term shall began on July 1, 2009 and ends on 
June 30, 2034. 

In December 2031, the SFPUC may provide written notice to the Wholesale Customers that it is willing to 
extend the Term of the Agreement. Between January 1, 2032 and June 30, 2032, any Wholesale Customer may 
accept the SFPUC's offer to extend the Term by .providing a written notice of extension to the SFPUC. If such 
notices of extension are received from Wholesale Customers representing at least two-thirds in number as of 
June 30, 2032 and seventy five percent (75%) of the quantity of water delivered by the SFPUC to all Wholesale 
Customers during fiscal year 2030-31, the Term shall be extended for another five (5) years ("First Extension 
Term"), through June 30, 2039. No party to the Agreement which does not wish to remain a party during the 
Extension Term shall be compelled to do so by the actions of other parties. 
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In December 2036, the SFPUC may provide written notice to the Wholesale Customers that it is willing to 
extend the Term of the Agreement. Between January 1, 2037 and June 30, 2037, any Wholesale Customer may 
accept the SFPUC's offer to extend the Term by providing a written notice of extension to the SFPUC. If such 
notices of extension are received from Wholesale Customers representing at least two-thirds in number as of 
June 30, 2037 and seventy five percent (75%) of the quantity of water delivered by the SFPUC to all Wholesale 
Customers during fiscal year 2035-36, the Term shall be extended for another five (5) years ("Second Extension 
Term"), through June 30, 2044. No party to the Agreement which does not wish to remain a party during the 
Extension Term shall be compelled to do so by the actions of other parties. 

Amendments to Agreement 

The Agreement may be amended with the written consent of San Francisco and of Wholesale Customers 
representing at least two-thirds in number and seventy five percent (75%) of the quantity of water delivered by 
San Francisco to all Wholesale Customers during the fiscal year immediately preceding the amendment. 

No amendment which adversely affects a Fundamental Right of a Wholesale Customer may be made 
without the written consent of that customer. . 

Supply Assurance 

San Francisco agrees to deliver water to the Wholesale Customers up to the amount of the Supply 
Assurance. Water delivered by San Francisco to Retail Customers shall not be included in the Supply Assurance. 
Until December 31, 2018; such commitment is subject to the Interim Supply Limitation provisions in the 
Agreement. 

Both the Supply Assurance and the Individual Supply Guarantees identified are expressed in terms of daily 
deliveries on an annual average basis and do not themselves constitute a guarantee by San Francisco to meet peak 
daily or hourly demands of the Wholesale Customers, irrespective of what those peak demands may be. The parties 
acknowledge, however, that the Regional Water System has been designed and constructed to meet peak daily and 
hourly demands and that its capacity to do so. has not yet been reached. San Francisco agrees to operate the 
Regional Water System to meet peak requirements of the Wholesale Customers to the extent possible without 
adversely affecting its ability to meet peak demands of Retail Customers. The Agreement shall not preclude San 
Francisco from undertaking to meet specific peak demand requirements of individual Wholesale Customers in their 
Individual Water Sales Contracts. 

The Supply Assurance is perpetual and shall survive the expiration or earlier termination of the Agreement. 
Similarly, the Individual Supply Guarantees and/or the Individual Water Sales Contracts are perpetual and shall 
survive the expiration or earlier termination of the Agreement or the Individual Water Sales Contracts. 

The amount of water made available by San Francisco to the Wholesale Customers is subject to reduction, 
to the extent and for the period made necessary by reason of water shortage, Drought, Emergencies, or by 
malfunctioning or rehabilitation of facilities in the Regional Water System. The amount of water made available to· 
the Wholesale Customers may not be reduced, however, merely because the water recycling and groundwater 
projects which WSIP envisions to be constructed within San Francisco, or the conservation programs intended to 
reduce water use by Retail Customers that are included in the WSIP, do not generate the yield or savings (10 MGD 
combined) anticipated by San Francisco. 

Allocation of Supply Assurance 

A portion of the Supply Assurance has been allocated among 24 of the 27 Wholesale Customers. Three 
Wholesale Customers do not have Individual Supply Guarantees. The cities of San Jose and Santa Clara do not 
have an Individual Supply Guarantee because San Francisco has provided water to them on a temporary and 
interruptible basis. The City of Hayward does not have an Individual Supply Guarantee because of the terms of the 
1962 contract between it and San Francisco. 
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If the total amount of water delivered by San Francisco to Hayward and to the Wholesale Customers with 
Individual Supply Guarantees exceeds 184 MGD over a period of three consecutive fiscal years (i.e., July 1 through 
June 30), then the Individual Supply Guarantees of those Wholesale Customers shall be reduced pro rata so that their 
combined entitlement and the sustained use by Hayward does not exceed 184 MGD. 

It is the responsibility of each Wholesale Customer to limit its purchases of water from San Francisco so as 
to remain within its Individual Supply Guarantee. San Francisco is not liable to any Wholesale Customer or 
obligated to supply more water to any Wholesale Customer individually or to the Wholesale Customers collectively 
than the amount to which it or they are otherwise entitled under the Agreement due to the use by any Wholesale 
Customer of more water than the amount to which it is entitled under the Agreement.· 

San Francisco installs such new connections between the Regional Water System and the distribution 
system of any Wholesale Customer that are necessary to deliver the quantities of water to which the Wholesale 
Customer is entitled under the Agreement. San Francisco has the right to determine the location of such 
connections, in light of the need to maintain the structural integrity of the Regional Water System and, where 
applicable, the need to limit peaking directly off of Regional Water System pipelines by a Wholesale Customer's 
individual retail customers, the need to ensure that a Wholesale Customer's individual retail customers have access 
to alternative sources of water in the event of a reduction in San Francisco's ability to provide them with water, and 
other factors which may affect the desirability or undesirability of a particular location. 

Wholesale Customer Service Areas 

A Wholesale Customer may not deliver water furnished to it by San Francisco outside the boundary of its 
service area without the prior written consent of San Francisco, except for deliveries to another Wholesale Customer 
on an emergency and temporary basis. San Francisco may refuse a Wholesale Customer's request to expand its 
service area on any reasonable basis. 

If two or more Wholesale Customers agree to adjust the boundaries of their respective service areas so that 
·one assumes an obligation to serve customers in an area that was previously within the service area of another 
Wholesale Customer, they may also correspondingly adjust their respective Individual Supply Guarantees. 

San Francisco acknowledges that it has heretofore consented in writing to deliveries of water by individual 
Wholesale Customers outside their service area boundaries and agrees that nothing in the Agreement is intended to 
affect such prior authorizations, which remain in full force and effect according to their terms. 

Permanent Transfers of Individual Supply Guarantees 

A Wholesale Customer that has an Individual Supply Guarantee may transfer a portion of it to one or more 
other Wholesale Customers; transfers of a portion of an Individual Supply Guarantee must be permanent; and 
transfers of portions of Individual Supply Guarantees are subject to approval by the SFPUC. SFPUC review is 
limited to (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the 
Regional Water System have sufficient capacity to accommodate delivery of the increased amount of water to the 
proposed transferee. 

Restrictions on Resale 

Each Wholesale Customer agrees that it will not sell any water purchased from San Francisco to a private 
party for resale by such private party to others in viol~tion of the Act. 

Each Wholesale Customer also agrees that it will not sell water purchased from San Francisco to another 
Wholesale Customer without prior written approval of the SFPUC, except on a temporary and emergency basis. 
The SFPUC agrees that it will not unreasonably withhold its consent to a request by· a Wholesale Customer to 
deliver water to another Wholesale Customer for resale. 
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Conservation; Use of Local Sources 

Each Wholesale Customer shall take all actions within its legal authority related to water conservation that 
are necessary to insure that the SFPUC (a) remains eligible for (i) state and federal grants and (ii) access to the 
Drought Water Bank operated by the California Department of Water Resources, as well as other Drought-related 
water purchase or transfer programs, and (b) complies with future legal requirements imposed on the Regional 
Water System by the federal government, the State, or any other third party as conditions for receiving funding or 
water supply. 

San Francisco and each Wholesale Customer agree that they will diligently apply their best efforts to use 
both surface water and groundwater sources located within their respective service areas and available recycled 
water to the maximum feasible extent, taking into account the environmental impacts, the public health effects and 
the effects on supply reliability of such use, as well as the cost of developing such sources. 

Restrictions on Purchases of Water from Others; Minimum Annual Purchases 

Each Wholesale Customer (except for Alameda County Water District and the cities ofMilpitas, Mountain 
View and Sunnyvale) agrees that it will not contract for, purchase or receive, with or without compensation, directly 
or indirectly, from any person, corporation, governmental agency or other entity, any water for delivery or use 
within its service area without the prior written consent of San Francisco. 

The prohibition in the preceding sentence does not apply to: 

1. recycled water; 

2. water necessary on an emergency and temporary basis, provided that the Wholesale Customer 
promptly gives San Francisco notice of the nature of the emergency, the amount of water that has been or is to be 
purchased, and the expected duration of the emergency; or 

3. water in excess ofa Wholesale Customer's Individual Supply Guarantee. 

Alameda County Water District and the cities of Milpitas, Mountain View and Sunnyvale may purchase 
water from sources other than San Francisco, provided that San Francisco shall require that each purchase a 
minimum annual quantity of water from San Francisco. Due to continued dry years in the last four years, and the 
call for voluntary rationing from the wholesale and retail customers, the SFPUC waived the minimum purchase 
requirements from these agencies from Fiscal Year 2013-14 through Fiscal Year 2016-17. 

Water Quality 

San Francisco shall deliver treated water to Wholesale Customers (except Coastside County.Water District, 
which receives untreated water from Crystal Springs and Pilarcitos Reservoirs) that complies with primary 
maximum contaminant level and treatment technique standards at the regulatory entry points designated in the San 
Francisco Regional Water System Domestic Water Supply Permit (currently Permit No. 02-04-04P3810001) issued 
by the California Department of Public Health. 

Completion of WSIP 

San Francisco will complete construction of the physical facilities in the WSIP by June 2019. The SFPUC 
agrees to provide for full public review and comment by local and state interests of any proposed changes that delay 
previously adopted project completion dates or that delete projects. The SFPUC shall meet and consult with 
BA WSCA before proposing to the Commission any changes in the scope of WSIP projects which reduce their 
capacity or ability to achieve adopted levels of service goals. The SFPUC retains discretion to determine whether to 
approve the physical facilities in the WSIP until after it completes the CEQA process. · 
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Regional Water System Repair, Maintenance and Operation 

San Francisco will keep the Regional Water System in good working order and repair consistent with 
prudent utility practice. 

San Francisco will continue to operate its reservoirs in a manner that assigns higher priority to the delivery 
of water to the Bay Area and the environment than to the generation of electric power. The SFPUC, as the Regional 
Water System operator, is solely responsible for making day-to-day operational decisions. 

Shortages 

Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers 
collectively and the Individual Supply Guarantees to Wholesale Customers individually, San Francisco may reduce 
the amount of water available or interrupt water deliveries to specific geographical areas within the RegionaL Water 
System service area to the extent that such reductions are necessary due to Emergencies, or in order to install, repair, 
rehabilitate, replace, investigate or inspect equipment in, or perform other maintenance work on, the Regional Water 
System. Such reductions or interruptions may be imposed by San Francisco without corresponding reductions or 
interruptions in the amount of water available to SFPUC water users outside the specific geographical area where 
reductions or interruptions are necessary, if the system's ability to supply water outside the specific geographical 
area has not been impaired. In the event of such a reduction or interruption, San Francisco will restore the supply of 
water to the specific geographical area.as soon as is possible. 

Following a major system emergency event, the SFPUC will work closely with its Wholesale Customers to 
monitor customer demand, including the demand source. In the event that any individual Wholesale Service Area or 
Retail Service Area customer's uncontrolled distribution system leaks could result in major water waste and 
endanger the supply provided by the Regional Water System as a whole, flow through some customer connections 
may need to be temporarily reduced or terminated.· SFPUC will work closely with customers to assess the nature of 
the demand (e.g. fire-fighting versus leakage), so that public health and safety protectioll'can be given top priority. 

1. All emergencies that require use of non-potable source water will require use of chlorine, or other 
suitable disinfectant, if feasible. 

2. San Francisco will use its best efforts to meet the seismic reliability and delivery reliability level 
of service goals adopted by the Commission in conjunction with the WSIP. San Francisco will distribute water on 
an equitable basis throughout the Regional Water System service area following a regional Emergency, subject to 
physical limitations caused by damage to the Regional Water System. 

Notwithstanding San Francisco's obligations to deliver the Supply Assurance to the Wholesale Customers 
collectively and the Individual Supply Guarantees to Wholesale Customers individually, San Francisco may reduce 
the amount of water available to the Wholesale Customers in response to Drought. 

1. The Tier 1 Shortage Plan set forth in the Agreement will continue to be used to allocate water 
from the Regional Water System between Retail and Wholesale Customers during system-wide shortages of20% or 
less. · 

2. San Francisco and the Wholesale Customers may negotiate in good faith revisions to the Tier 1 
Shortage Plan to adjust for and accommodate anticipated changes due to demand hardening in the SFPUC's 
Wholesale and Retail Service Areas. Until agreement is reached, the current Tier 1 Shortage Plan will remain in 
effect. 

3. The SFPUC will honor allocations of water among the Wholesale Customers ("Tier 2 
Allocations") provided by BA WSCA. or if unanimously agreed to by all Wholesale Customers. If BA WSCA or all 
Wholesale Customers do. not provide the SFPUC with 'Tier 2 Allocations, then the SFPUC may make a final 
allocation decision after first meeting and discussing allocations with BA WSCA and the Wholesale Customers. For 
Regional Water System shortages in excess of 20%, San Francisco shall (a) follow the Tier 1 Shortage Plan 
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allocations up to the 20% reduction, (b) meet and discuss how to implement incremental reductions above 20% with 
the Wholesale Customers, and (c) make a final determination of allocations above the 20% reduction. After the 
SFPUC has made the final allocation decision, the Wholesale Customers shall be free to challenge the allocation on 
any applicable legal or equitable basis. 

4. San Francisco will use its best efforts to identify potential sources of dry year water supplies and 
establish the contractual and other means to access and deliver those supplies in sufficient quantity to meet a goal of 
not more than 20% system-wide shortage in any year of the design drought. 

Wheeling of Water from Outside SFPUC System 

Subject to the Wheeling Statute, the SFPUC will not deny use of Regional Water System unused capacity 
f\)r wheeling when such capacity is available for wheeling purposes during periods when the SFPUC has declared a 
water shortage emergency under Water Code Section 350 ifthe following conditions are met: 

A. The transferor pays reasonable charges incurred by the SFPUC as a result of the wheeling, 
including capital, operation, maintenance, administrative and replacement costs (as such are defined in the Wheeling 
Statute). 

B. Wheeled water that is stored in the Regional Water System spills first. 

C. Wheeled water will not unreasonably: (1) impact fish and wildlife resources in Regional Water 
System reservoirs; (2) diminish the quality of water delivered for consumptive uses; or (3) increase the risk of exotic 
species impairing Regional Water System operations. The transferor may at its own expense provide for treatment 
to mitigate these effects. 

D. Priority will be given to wheeling by Wholesale Customers or BA WSCA over arrangements for 
third-party public entities. 

Limits on New Customers 

Until December 31, 2018, San Francisco will not enter into contracts to supply water to any entity other 
than a Wholesale Customer (whether permanent or temporary, firm or interruptible) unless: 

1. It completes any necessary environmental review under CEQA of the proposed new wholesale 
water service obligations; 

2. It concurrently completes any necessary environmental review under CEQA and commits to make 
· both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD; 
and 

3. The Agreement is amended to incorporate any commitments to proposed new wholesale 
customers and to San Jose and Santa Clara, and to address the effects, if any, of the new customer(s) on water 
supply reliability, water quality and cost to existing customers of the Regional Water System. 

As of January 1, 2019, San Francisco will not enter into contracts to supply water to any entity other than a 
Wholesale Customer (whether permanent or temporary, firm or interruptible) unless: 

1. It completes any necessary environmental review under CEQA of the proposed new wholesale 
water service obligations; . 

2. It concurrently completes any necessary environmental review under CEQA and commits to make 
both San Jose and Santa Clara permanent customers with Individual Supply Guarantees equal to at least 9 MGD; 

3. Doing so increases the reliability of the Regional Water System; and 
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4. The Agreement is concurrently amended (a) to reflect that increased reliability by means of an 
increased commitment by San Francisco to deliver water during Droughts and (b) to address the effects, if any, of 
the new customer(s) on water supply, water quality and cost to existing customers of the Regional Water System. 

San Francisco may enter into new retail water service obligations outside of the City and County of San 
Francisco: 

1. Only in Alameda, San Mateo, Santa Clara, San Joaquin and Tuolumne Counties; 

2. That are within or immediately adjacent to areas in which it currently serves other Retail 
Customers; and 

3. Until the aggregate additional demand represented by the new retail customers reaches 0.5 MGD. 

The limitations on serving new Retail Customers described in this subsection do not apply to historical 
obligations to supply water that may be contained in prior agreements between the SFPUC or its predecessor the 
Spring Valley Water Company, and individual users or property owners located adjacent to Regional Water System 
transmission pipelines. 

Subject to completion of necessary environmental review under CEQA, San Francisco may at any time 
enter into water exchanges or cost sharing agreements with other water suppliers to enhance dry year or normal year 
water deliveries, provided that San Francisco cannot incur new water service obligations to such other water 
suppliers unless the requirements for taking on new wholesale customers are met. 

New Sources of Water Supply to Maintain Supply Assurance 

Sudden and unanticipated events may require San Francisco to act promptly to protect the health, safety 
and economic well-being of its Retail and Wholesale Customers. Such sudden events include, but are not limited to 
drought, earthquakes, terrorist acts, catastrophic failures of facilities owned and operated by San Francisco, and 
other natural or man-made events. If such events diminish San Francisco's ability to maintain the Supply 
Assurance, Sari Francisco may increase the Wholesale Revenue Requirement to pay for planning, evaluation and 
implementation of replacement sources of supply when such needs arise and without the prior approval of the 
Wholesale Customers. · 

Climate change, regulatory actions and other events may impact San Francisco's ability to maintain the 
Supply Assurance from its existing surface water supplies, but on timescales long enough to permit San Francisco to 
collaborate with its Wholesale Customers on how best to address possible impacts to water supply. If such events 
diminish San Francisco's ability to maintain the Supply Assurance, San Francisco may increase the Wholesale 
Revenue Requirement to pay for planning, evaluation and implementation of replacement sources of supply when 
such needs arise and without the prior approval of the Wholesale Customers. 

New Sources of Water Supply to Increase Supply Assurance 

The Commission action in SFPUC Resolution Number 08-0200, adopted October 30, 2008 requires certain 
decisions by San Francisco regarding whether to supply more than 265 MGD frorri its watersheds following 2018. 
Such decisions are to be made by December 31, 2018, subject to the exercise of San Francisco's retained CEQA 
discretion. San Francisco's future decisions may include an offer to increase the Supply Assurance at the request of 
some or all ofits Wholesale Customers. Costs associated with providing additional water from its existing water 
supplies in San Mateo, Santa Clara, Alameda, Tuolumne, and Stanislaus Counties shall be allocated to Wholesale 
and Retail Customers as described in the Agreement. · 

If San Francisco seeks to develop additional water supplies from new sources to increase the Supply 
Assurance available to Wholesale Customers, studies and resulting water supply projects will be conducted jointly · 
with BA WSCA under separate agreement(s) specifying the purpose of the projects, the anticipated regional benefits 
and how costs of studies and implementation will be allocated and charged. Nothing in the Agreement shall serve as 
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precedent for the allocation of such new supply capital costs between Retail and Wholesale Customers or associated 
operational expenses, which shall only occur following approval of both parties and amendment of the Agreement, 
if necessary. 

Interim Supply Limitatfon Imposed by SFPUC 

In adopting the WSIP in Res. No. 08-0200, the Commission included full implementation of all proposed 
WSIP capital improvement projects to achieve level of service goals relating to public health, seismic safety, and 
delivery reliability, but decided to adopt a water supply element that includes the Interim Supply Limitation. 
Between the effective date of the Agreement and December 31, 2018, the Interim Supply Limitation is allocated as 
follows between Retail and Wholesale Customers: 

Retail Customers' allocation: 
Wholesale Customers' allocation: 

81MGD 
184MGD 

The Wholesale Customers' collective allocation of 184 MGD under the Interim Supply Limitation includes 
the demand of the cities of San Jose and Santa Clara, whose demand is not included in the Supply Assurance. 

Transfers of Interim Supply Allocations . 

Any Wholesale Customer, including Hayward, may transfer a portion of its Interim Supply Allocation to 
one or more other Wholesale Customers. All Wholesale Customers are also eligible transferees, including 
California Water Service Company up to its Individual Supply Guarantee. Transfers of a portion of an Interim 
Supply Allocation must be prospective. The duration of a transfer cannot be less than the balance of the fiscal year. 
Transfers of portions oflnterim Supply Allocations are subject to approval by the SFPUC. SFPUC review is limited 
to determining (1) whether a proposed transfer complies with the Act, and (2) whether the affected facilities in the 
Regional Water System have sufficient capacity to accommodate delivery of the increased amount of water to the 
proposed transferee. The SFPUC will not unreasonably withhold or delay its approval. Transfers oflnterim Supply 
Allocations shall continue in effect until the earlier of (1) delivery of written notice to the SFPUC by the transfer 
participants that the transfer has been rescinded or (2) December 31, 2018. 

Environmental Enhancement Surcharge 

Beginning with wholesale water rates for fiscal year 2011-12, and continuing for the duration of the Interim 
Supply Limitation, the Commission will establish the Environmental Enhancement Surcharge concurrently with the 
budget-'coordinated rate process set forth in the Agreement. The monetary amount of the Environmental 
Enhancement Surcharge per volume of water, such as dollars per acre-foot, will be equivalent for Retail Customer 
use in excess of 81 MGD and Wholesale Customer use in excess of 184 MGD. 

Beginning in fiscal year 2011-12, the Environmental Enhancement Surcharge will be levied only if and 
when combined Retail Customer and Wholesale Customer purchases exceed the Interim Supply Limitation of 
265 MGD and ifthe fund described below has been established by the San Francisco Board of Supervisors. In that 
event, the Environmental Enhancement Surcharge will apply to Retail Customers for use in excess of 81 MGD and 
to individual Wholesale Customers for use in excess of their Interim Supply Allocations established by the 
Commission. 

1. Environmental Enhancement Surcharges related to the Retail Customers' use in excess of their 
81 MGD Retail Customer Allocation will be paid by the SFPUC, and no portion· of such surcharges may be 
allocated to Wholesale Customers. The method of recovering the Environmental Enhancement Surcharges imposed' 
upon Retail Customers shall be within the sole discretion of the SFPUC. 

2. Environmental Enhancement Surcharges related to the individual Wholesale Customers' use in 
excess of their respective Interim Supply Allocations will be paid to the SFPUC by individual Wholesale Customers. 
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Environmental Enhancement Surcharges paid by the SFPUC and by Wholesale Customers will be placed 
into a restricted reserve fund. The SFPUC will request the San Francisco Board of Supervisors to establish this fund 
by ordinance and, if adopted, the fund will be subject to the following restrictions: 

1. Interest earnings will stay in the reserve fund. 

2. The reserve fund shall (a) be subject to automatic appropriation; (b) require unexpended and 
unencumbered fund balances to be carried forward from year to year; and ( c) not be transferred to the San Francisco 
General Fund. · 

3. The reserve fund may be used. only for specific environmental restoration and enhancement 
.measures for the Sierra and local watersheds, such as those included in the Watershed Environmental Improvement 
Program. 

4. Environmental Enhancement Surcharge proceeds shall be expended in an expeditious manner. 
Any Environmental Enhancement Surcharge proceeds that remain in the reserve fund as of December 31, 2018 shall 
be used to complete projects previously approved. Upon completion of the identified projects, the balance of any 
unexpended sums in the reserve fund shall be distributed to BA WSCA and the SFPUC in proportion to the total 
amount of surcharges assessed to the Wholesale and Retail Customers, respectively. 

Specific uses of Environmental Enhancement Surcharges will be decided by the SFPUC and BA WSCA 
General Managers following input from environmental stakeholders and other interest<;d members of the public. If 
parties are unable to agree, then they will jointly select a third person to partieipate in making the decision. 

San Jose/ Santa Clara Interim Supply Allocation and Process for Reduction/ Termination. 

San Francisco will supply a combined annual average of 9 MGD to the cities of San Jose and Santa Clara 
through 2018. Water supplied by San Francisco may only be used in the existing defined service areas in the 
northern portions of San Jose and Santa Clara. San Francisco may reduce the quantity of water specified in this 
section when it establishes the Interim Supply Allocations for Wholesale Customers. The establishment of Interim 
Supply Allocations for San Jose and Santa Clara shall not be considered a reduction of supply, provided that the 
Interim Supply Allocations assigned to San Jose and Santa Clara do not effect a reduction greater than the aggregate 
average reduction in Individual Supply Guarantees for Wholesale Customers that have such guarantees. 

San Francisco Decisions in 2018 Regarding Future Water Supply 

By December 31, 2018, San Francisco will have completed any necessary CEQA review that is relevant to 
making San Jose and Santa Clara permanent customers of the Regional Water System and will decide whether or· 
not to make Sah Jose and Santa Clara permanent customers of the Regional Water System. San Francisco will make 
San Jose and Santa Clara permanent customers only if, and to the extent that, San Francisco de~ermines that· 
Regfonal Water System long term water supplies are available. In the event that San Francisco decides to afford 
permanent status to San Jose and Santa Clara, the Agreement will be amended. 

By December 31, 2018, San Francisco will have completed any necessary CEQA review and will decide 
how much water if any, in excess of the Supply Assurance it will supply to Wholesale Customers from the Regional 
Water System to meet their projected future water demands until the year 2030, and whether to offer a 
corresponding increase ill the Supply Assurance as a result of its determination. 
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Retained Discretion of SFPUC and Wholesale Customers 

The Agreement contemplates discretionary actions that the SFPUC and the Wholesale Customers may 
choose to take in the future that could result in physical changes to the environment ("Discretionary Actions"). The 
Discretionary Actions include decisions to: 

1. Develop additional or alternate water resources by the SFPUC or one or more Wholesale 
Customers; 

2. Implement the physical facilities comprising the WSIP by December 31, 2015; 

3. Approve wheeling proposals by Wholesale Customers; 

4. Approve new wholesale customers and water exchange or cost sharing agreements with other 
water suppliers; 

5. Provide additional water to San Jose and/or Santa Clara; 

6. Offer permanent status to San Jose and/or Santa Clara; 

7. Reduce or terminate supply to San Jose and/or Santa Clara; 

8. Provide additional water to Wholesale Customers in excess of the Supply Assurance to meet their 
projected future water demands; and 

9. Offer a corresponding volumetric increase in the Supply Assurance. 

Wholesale Revenue Requirement 

The Agreement shall be applicable only to the water rates charged by San Francisco to the Wholesale 
Customers. Nothing contained in the Agreement shall limit, constrain, or in any way affect the rates which San 
Francisco may charge for water sold to Retail Customers or the methodology by which such rates are determined. 

The Agreement sets forth the method by which the Wholesale Customers' collective share of expenses 
incurred by the SFPUC in delivering water to them will be determined. 

The Agreement implements two general principles as follows: (1) the Wholesale Customers should not pay 
for expenses of SFPUC operations from which they receive no benefit and (2) the Wholesale Customers should pay 
their share of expenses incurred by the SFPUC in delivering water to them on the basis of Proportional Annual Use 
unless otherwise explicitly provided in the Agreement. 

To implement these general principles, the Wholesale Revenue Requirement will consist of, and be limited 
to the Wholesale Customers' shares of the following categories of expense: 

1. Contribution to the capital cost of Water Enterprise New Regional Assets. 

2. Water Enterprise operation and m_aintenance expenses, including power purchased from the Retch 
Retchy Enterprise that is used in the operation of the Water Enterprise. 

3. Water Enterprise administrative and general expenses. 

4. Water Enterprise property taxes. 

5. The Water Enterprise's share of the Retch Retchy Enterprise's operation and maintenance, 
administrative and general, and property tax expenses. 

B-13 
OHSUSA:765680398.3 



6. . The Water Enterprise's share of the Hetch Hetchy ·Enterprise's capital cost· of New Assets 
classified as Water-Only and the Water-Related portion of Joint Assets. 

In each of these cost categories, Direct Retail Expenses will be allocated entirely to Retail Customers. 
Direct Wholesale Expenses will be allocated entirely to the Wholesale Customers. Regional Expenses will be 
allocated between Retail Customers and Wholesale Customers. 

For purposes of establishing the rates to be charged Wholesale Customers, expenses will be based on the 
budget for, and estimates of water purchases in, the following fiscal year. For purposes of accounting, the 
Wholesale Revenue Requirement will be determined on the basis of actual expenses incurred and actual water use. 

In addition, rates charged to Wholesale Customers may include the Wholesale Customers' contribution to a 
Wholesale Revenue Coverage Reserve, which is not included in the Wholesale Revenue Requirement itself. 

Capital Cost Contribution - New Regional Assets 

The Wholesale Customers shall pay the wholesale share of Net Annual Debt Service for new Regional 
Assets. 

1. The amount of Net Annual Debt Service for New Regional Assets will be determined for each 
series of Indebtedness issued. Until the proceeds of a particular series are Substantially Expended, the amount 
attributable to specific projects will be based on the expected use of proceeds shown in the "Certificate Regarding 
Use of Proceeds" executed by the SFPUC General Manager on behalf of the Commission in connection with the 
sale of the Indebtedness. 

· 2. After the proceeds of a series are Substantially Expended, the. SFPUC General Manager will 
prepare and execute a certificate showing the actual expenditure of proceeds at an allocation of Net Debt Service to 
New Regional Assets for a series of bonds will be used in the fiscal year in which the proceeds have been 
Substantially Expended and thereafter. 

3. The Wholesale Customers' share of Net Annual Debt Service for the New Regional Assets that 
are categorized as Direct Wholesale will be 100 percent. (None of the projects in the WSIP are categorized as 
Direct Wholesale.) The Wholesale Customers' share of Net Annual Debt Service for all other New Regional Assets 
will be determined each year and will be equal to the Wholesale Customers' Proportional Annual Use. 

4. Iflndebtedness is issued by the SFPUC to refund the 2006 Revenue Bonds, Series A or to refund 
any other long-term Indebtedness issued after July 1, 2009, the Net Annual Debt Service attributable to proceeds 
used for refunding will be allocated on the same basis as the Indebtedness being refunded. 

5. In addition to Net Debt Service, Wholesale Customers will pay a proportionate share of annual 
administrative costs associated with Indebtedness, such as bond trustee fees, credit rating agency fees, letter of credit 
issuer fees, San Francisco Revenue Bond Oversight Committee fees, etc., but only to the extent such fees. are neither 
paid from proceeds of Indebtedness nor included in SFPUC operation and maintenance or administrative and 
general expenses. 

The Wholesale Customers shall pay the wholesale share of the appropriation contained in the SFPUC 
annual budget for each year to be used to acquire or construct New Regional Assets. 

The Wholesale Customers' share of the annual appropriation for revenue-funded New Regional Assets that 
are categorized as Direct Wholesale will be 100 percent. The Wholesale Customers' share of the annual 
appropriation for all other revenue-funded New Regional Assets will be determined each year and will be equal to 
the Wholesale Customers' Proportional Annual Use in each fiscal year. The amount appropriated in each fiscal year 
for the wholesale share of New Regional Assets shall be contributed to the Wholesale Capital Fund. 
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Retch Hetchy Enterprise Expenses 

There are two steps involved in determining the amount of the Wholesale Customers' share of Retch 
Retchy Enterprise expenses. 

1. The first step is to determine the Water Enterprise's share of Retch Retchy Enterprise operation 
expenses, maintenance expenses, administrative and general expenses, and property taxes. 

2. The second step is to determine the Wholesale Customers'. share of expenses allocable to the 
Water Enterprise. 

The Water Enterprise's share of Retch Retchy Enterprise expenses consist of 100 percent of Water-Only. 
expenses and the Water-Related portion (45%) ofJoint expenses. 

The Wholesale Customers' share of the sum 9f the Water Enterprise's share of Retch Retchy Enterprise 
expenses shall be calculated by multiplying that dollar amount by Adjusted Proportional Annual Use. 

Wholesale Customers are also allocated a share of Retch Retchy Enterprise capital costs. The components 
of Retch Retchy Enterprise capital costs are as follows: 

L The Water Enterprise will be assigned 100 percent of Net Annual Debt Service attributable to 
acquisition and construction of New Retch Retchy Enterprise assets that are Water-Only and the Water-Related 
portion ( 45 percent) of Net Annual Debt Service on New Retch Retchy Enterprise Joint assets. 

2. The Water Enterprise will be assigned 100 percent of capital expenditures from revenues for New 
Retch Retchy Enterprise assets that are Water-Only and the Water-Related portion ( 45 percent) of such expenditures 
for new Retch Retchy Enterprise Joint assets. 

The Wholesale Customers' share of the Net Annual Debt Service and revenue funded capital expenditures 
shall be calculated by multiplying that dollar amount by Adjusted Proportional Annual Use. 

Additional Agreements Related to Financial Issues 

The Wholesale Customers have no entitlement to any of the following sources ofrevenue to the SFPUC. 

1. Revenues from leases or sales of SFPUC real property. 

2. Revenues from other utility services such as the sale of electric power, natural gas and steam. 

3. Revenues from the sale of water to customers and entities other than the Wholesale Customers. 

4. Revenues earned from the investment of SFPUC funds other than funds contributed by the 
Wholesale Customers to the Wholesale Revenue Coverage Reserve or the Wholesale Capital Fund. Wholesale 
Customers are also entitled to the benefit of earnings on proceeds of Indebtedness (through expenditure on New 
Regional Assets and /or application to Debt Service) and to interest on the Balancing Account. 

5. Revenues not related to the sale of water. 

The Wholesale Customers will not be charged with any of the following expenses: 

1. Capital costs for assets constructed or acquired prior to July 1, 1984. 

2. Expenses incurred by the SFPUC for generation and distribution of electric power, including 
Retch Retchy Enterprise Power-Only expenses and the Power-Related share of Retch Retchy Enterprise Joint 
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expenses. An exception to this is Regional energy costs incurred by the Water Enterprise, for which Wholesale 
Customers are charged on the basis of Proportional Annual Use. 

3. Expenses incurred by SFPUC in providing water to Retail Customers. 

4. Expenses associated with the SFPUC's accruals or allocations for uncollectible Retail Water 
accounts. 

5. Attorneys' fees and costs incurred by the Wholesale Customers that a court of competent 
jurisdiction orders San Francisco to pay as part of a final, binding judgment against San Francisco. 

6. Any expenses associated with funding any reserves (other than the required Wholesale Revenue 
Coverage Reserve) accrued and not anticipated to be paid within one year unless such reserve is established by 
mutual agreement of the SFPUC and BA WSCA. 

7. Any expenses accrued in respect to pending or threatened litigation, damage or personal injury 
claims or other loss contingencies unless projected to be paid within one year. Otherwise, such expenses will be 
charged to the Wholesale Customers when actually paid. 

8. Any expenses associated with installing, relocating, enlarging, removing or modifying meters and 
· service connections at the request of an individual Wholesale Customer. 

9. The Retail Customers' portion of any Environmental Enhancement Surcharges imposed to enforce 
the Interim Supply Limitation. 

The following payments by Wholesale Customers, individually or collectively, are not credited as 
.Wholesale revenues. 

1. Payments by individual Wholesale Customers of the Environmental Enhancement Surcharge 
imposed to enforce the Interim Supply Limitation.· 

2. Payments of attorneys' fees and costs incurred by San Francisco that a court of competent 
jurisdiction orders the Wholesale Customers to pay as part of a final, binding judgment against the Wholesale 
Customers. 

3. Payments by individual Wholesale Customers for installation, relocation, enlargement, removal or 
modification of meters and service connections requested by, and charged to, a Wholesale Customer. 

4. Payments applied to the amortization of the ending balance in the balancing account under the 
1984 Agreement. 

5. Payments of the Water Management Charge which are delivered to BA WSCA. · 

6. Payments directed to the Wholesale Revenue Coverage Reserve. 

7. Prepayments of certain capital and revenu.es payment. 

The Wholesale Customers will receive a proportional benefit from funds received by the SFPUC from 
(a) governmental grants, rebates, reimbursements or other subventions, (b) private-sector grants for Regional capital 
or operating purposes of the Water Enterprise and the Water-Only and Water-related portion of Joint Retch Hetchy 

. Water Enterprise expenses, or (c) a SFPUC use of taxable bonds. 

The Wholesale Customers will receive a proportionate benefit from recovery of damages, including 
liquidated damages, by SFPUC from judgments against or settlements with contractors, suppliers, sureties, etc., 
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related to Regional Water System projects and the Water-Only and Water-Related portion of Joint Hetch Hetchy 
Enterprise projects. 

The SFPUC will continue to charge Wholesale Customers for assets acquired or constructed with proceeds 
oflndebtedness on which Wholesale Customers paid Debt Service during the Term of the Agreement on the "cash" 
basis (as opposed to the "utility" basis) after the exp~ration or earlier termination of the Agreement. 

Rate Adjustments 

Adjustments to the rates applicable to the Wholesale Customers, other than emergency rate increases and 
drought rate increases, shall be coordinated with the budget development process described in the Agreement. 

The Commission may adjust the Wholesale Customers' rates in response to an Emergency that damages the 
Regional Water System and disrupts San Francisco's ability to maintain normal deliveries of water to Retail and 
Wholesale Customers. In such an Emergency, the Commission may adopt an emergency rate surcharge applicable 
to Wholesale Customers w_ithout following the budgeting procedures set forth in the Agreement, provided that any 
such rates surcharge imposed by the Commission shall be applicable to both Retail and Wholesale Customers and 
incorporate the same percentage increase for all customers. Any emergency rate surcharge adopted by the 
Commission shall remain in effect only ~ntil the next-budget coordinated rate-setting cycle. 

If the Commission declares a water shortage emergency under Water Code Section 350, implements the 
Tier 1 Shortage Plan and imposes drought rates on Retail Customers, it may concurrently adjust wholesale rates 
independently of coordination with the annual budget process. Those adjustments may be designed to encourage 
water conservation and may constitute changes to the structure of the rates. Drought Rate payments and payments 
of excess use charges levied in accordance with the Tier 1 Shortage Plan constitute Wholesale Customer Revenue 
and co.unt towards the Wholesale Revenue Requirement. The SFPUC may use these revenues to purchase additional 
water for the Wholesale Customers from the State Drought Water Bank or other willing seller. 

Rate Structure 

The Agreement is not intended and shall not be construed to limit the Commission's right (a) to adjust the 
structure of the rate schedule applicable to the Wholesale Customers (i.e., the relationship among the several charges 
set out therein) or (b) to add, delete, or change the various charges which make up the rate schedule, provided that 
neither such charges nor the structure of the rate schedule(s) applicable to the Wholesale Customers shall be 
arbitrary, unreasonable, or unjustly discriminatory as among said customers. The SFPUC will give careful 
consideration to proposals for changes in the rate schedule made jointly by the Wholesale Customers but, subject to 
the limitations set out above, shall retain the sole and exclusive right to determine the structure of the rate schedule. 

The SFPUC may recommend, and the Commission may adopt, changes in the structure of wholesale rates 
at any time. However, the new rate schedule implementing these changes will become effective at the beginning of 
the following fiscal year. 

Balancing Account 

After the close of each fiscal year, the SFPUC will compute the costs allocable to the Wholesale Customers 
for that fiscal year based on actual costs incurred by the SFPUC and actual amounts of water used by the Wholesale 
Customers and the Retail Customers. That amount will be compared to the amounts billed to the Wholesale 
Customers for that fiscal year (including any Excess Use Charges, but excluding revenues not credited to the 
Wholesale Revenue Requirement). The difference will be posted to a "balancing account" as a credit to, or charge 
against, the Wholesale Customers. Interest shall also. be posted to the balancing account calculated by multiplying 
the amount of the opening balance by th_e average net interest rate, certified by the Controller as earned in the San 
Francisco Treasury for the previous fiscal year on the San Francisco County Pooled Investment Account. Interest, 
when posted, will carry the same mathematical sign (whether positive or negative) as carried by the opening 
balance. The amount posted to the balancing account in eacli year shall be added to, or subtracted from, the balance 
in the account from previous years. · 
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If the amount in the balancing account is owed to the Wholesale Customers (a positive balance), the 
SFPUC shall take it into consideration in establishing wholesale rates. However, the SFPUC need not apply the 
entire amount to reduce wholesale rates for the immediately ensuing year. Instead, the SFPUC may prorate a 
positive ending balance over a period of up to three successive years in order to avoid fluctuating decreases and 
increases in wholesale rates. 

If the amount in the balancing account is owed to the SFPUC (a negative balance), the SFPUC shall not be 
obligated to apply all or any part of the negative balance in establishing wholesale rates for the immediately 
ensuring year. Instead, the SFPUC may prorate the negative balance in whole or in part over multiple years in order 
to avoid fluctuating increases and decreases in wholesale rates. As ofJune 30, 2016, the amount of the credit due to 
the Wholesale Customers for the balancing account was estimated to be $21,538,827. 

Wholesale Revenue Coverage Reserve 

The SFPUC may include in wholesale rates for any fiscal year an additional dollar amount ("Wholesale. 
Revenue Coverage"), which for any fiscal year shall equal the following: 

1. The lesser of (i) 25% of the Wholesale Customers' share of Net Annual Debt Service for that 
fiscal year, or (ii) the amount necessary to meet the Wholesale Customers' proportionate share of Debt Service 
coverage required by then-current Indebtedness for that fiscal year, minus · 

2. A credit for (i) the actual amount previously deposited in the "Wholesale Revenue Coverage 
Reserve," (ii) accrued interest on the amounts on deposit in the Wholesale Revenue Coverage Reserve, and (iii) an 
amount equal to any additional interest that would have accrued on the actual amounts previously deposited in the 
Wholesale Revenue Coverage Reserve assuming no withdrawals had been made therefrom. 

During each fiscal year, the SFPUC will set aside and deposit that portion of revenue equal to Wholesale 
Revenue Coverage into a separate account that the SFPUC will establish and maintain, to be known as the 
"Wholesale Revenue Coverage Reserve." Deposits into the Wholesale Revenue Coverage Reserve shall be made no 
less frequently than monthly. The Wholesale Revenue Coverage Reserve shall be credited with interest. The 
SFPUC may use amounts in the Wholesale Revenue Coverage Reserve for any lawful purpose. Any balance in the 
Wholesale Revenue Coverage Reserve in excess of the Wholesale Revenue Coverage amount as of the end of any 
fiscal year shall be applied as a credit against wholesale rates in the immediately following fiscal year unless 
otherwise directed by BA WSCA. 

Conditions in the municipal bond market may change from those prevailing in 2009. If, prior to expiration 
of the Term, the SFPUC determines that it would be in the best financial interest of both Retail Customers and 
Wholesale Customers of the Regional Water System for the Debt Service coverage requirement to be increased in 
one or more series of proposed new Indebtedness above 1.25%, or for the coverage covenant to be strengthened in 
other ways, it will provide a written report to BA WSCA. The report will contain (1) a description of proposed 
covenant(s) in the bond indenture; (2) an explanation of how savings are expected to be achieved (e.g., increase in 
the SFPUC's credit rating over the then-current level; ability to obtain credit enhancement, etc.); (3) the estimated 
all-in true interest cost savings; ( 4) a comparison of the Wholesale Revenue Requirements using the Debt Service 
coverage limita~ion and under the proposed methodology; and (5) a comparison of the respective monetary benefits 
expected to be received by both Retail and Wholesale Customers. The SFPUC and BA WSCA agree to meet and 
confer in good faith about the proposed changes. 

Any increase in Debt Service coverage proposed by the SFPUC shall be commensurate with Proportional 
Water Use by Retail and Wholesale Customers. If the SFPUC demonstrates that an increase in Debt Service 
coverage will result in equivalent percentage reductions in total Wholesale and Retail Debt Service payments over 
the life of the proposed new Indebtedness, based on Proportional Water Use, BA WSCA may agree to a modification 
of the Wholesale Revenue Coverage requirement. If BA WSCA does not agree to a proposed modification in 
coverage requirements in the covenants for new Indebtedness, SFPUC may nevertheless proceed with the 
modification and the issuance of new Indebtedness. Any Wholesale Customer, or BA WSCA, may challenge an 
increase in the Wholesale Revenue Requirement resulting from the modification in Debt Service coverage through 
arbitration. If the arbitrator finds that the increase in Debt Service coverage (1) did not and will not result in 
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equivalent percentage reductions in total Wholesale and Retail Debt Service payments over the life of the proposed 
new Indebtedness, based on Proportional Water Use, or (2) was not commensurate with Proportional Water Use, the · 
arbitrator may .order the Wholesale Revenue Requirement to be recalculated both retrospectively and prospectively 
to eliminate the differential impact to Wholesale or Retail Customers. 

Working Capital Requirement 

The SFPUC maintains working capital in the form of unappropriated reserves for the purpose of bridging 
the gap between when the SFPUC incurs operating expenses required to provide service and when it receives· 
revenues from its Retail and Wholesale Customers. The Wholesale Customers shall fund their share of working 
capital as part of the annual Wholesale Revenue Requirement calculation. The amount of wholesale working capital 
for which the Wholesale Customers will be responsible will be determined using the 60-day standard formula 
approach. · 

Applying this approach, annual wholesale working capital equals one-sixth of the wholesale allocation of 
operation and maintenance, administrative and general, and property tax expenses for the Water and Retch Retchy 
Enterprises. Wholesale working capital shall be calculated separately for the Water and Retch Retchy Enterprises. 

Wholesale Capital Fund 

The SFPUC shall establish a comparable Wholesale Revenue-Funded Capital Fund (Wholesale Capital 
Fund) to enable the Wholesale Customers to fund the wholesale share o:frevenue-funded New Regional Assets. The 
SFPUC may include in wholesale rat~s for any fiscal year an amount equal to the wholesale share of the SFPUC's 
appropriation for revenue funded New Regional Assets for that year, which sum will be credited to the Wholesale 
Capital Fund. The wholesale share of other sources of funding, where legally permitted and appropriately accounted 
for under GAAP, will also be credited 'to the Wholesale Capital Fund, together with interest earnings on the 
Wholesale Capital Fund balance. 

The SFPUC will expend revenues appropriated and transferred to the Wholesale Capital Fund only on New 
Regional Assets. 

In order to prevent the accumulation of an excessive unexpended and unencumbered surplus in the 
Wholesale Capital Fund, any excess fund balance (i.e., an accumulated unexpended, unencumbered amount in 
excess of 10% of the wholesale share of total capital appropriations for New Regional Assets during the 
five preceding years) will be transferred for the credit of the Wholesale Customers to the Balancing Account. 

Arbitration and Judicial Review 

All questions or disputes arising under the following subject areas shall be subject to mandatory, binding 
arbitration and shall not be subject to judicial determination: 

1. the determination of the Wholesale Revenue Requirement, which shall include both the 
calculations used in the determination and the variables used in those calculations; 

2. the SFPUC's adherence to accounting practices and conduct of the compliance audit; and 

3. the SFPUC's classification of new assets for purposes of detemiining the Wholesale Revenue 
Requirement. 

All other questions or disputes arising under this Agreement shall be subject to judicial determination. 
Disputes about the scope of arbitrability shall be resolved by the courts. 
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Preservation of Water ,Rights; Notice of Water Rights Proceedings 

It is the intention of San Francisco to preserve all of its water rights, irrespective of whether the water held 
under such water rights is allocated under the Agreement. Nothing in the Agreement shall be construed as an 
abandonment, or evidence of an intent to abandon, any of the water rights that San Francisco presently possesses. 

Reservations of, and Limitations on, Claims 

The 1984 Agreement resolved a civH action brought against San Francisco by certain of the Wholesale 
Customers. Plaintiffs in that action contended that they, and other Wholesale Customers that are municipalities or 
special districts, were "co-grantees" .within the meaning· of Section 8 of the Act and were entitled to certain rights, 
benefits and privileges by virtu~ of that status. San Francisco disputed those claims. 

Nothing in the Agreement, or in the Individual Water Sales Contracts, shall be construed or interpreted in 
any way to affect the ultimate resolution of the controversy between the Parties concerning whether any of the 
Wholesale Customers are "co-grantees" under the Act and, if so, what rights, benefits and privileges accrue to them 
by reason of that claimed status. 

The following claims, which San Francisco disputes, are reserved but may not be asserted during the Term 
(or portions thereof, as indicated): 

1. The Wholesale Customers' claim that the Act entitles them to water at cost. 

2. The Wholesale Customers' claim that San Francisco is obligated under the Act or state law to 
supply them with additional water in excess of the Supply Assurance. This claim may not be asserted unless and 
until San Francisco decides not to meet projected water demands of Wholesale Customers in excess of the Supply 
Assurance. 

3. The claim by San Jose and Santa Clara that they are entitled under the Act, or any other federal or 
state law, to permanent, non-interruptible status and to be charged rates identical to those charged other Wholesale 
Customers. This claim may not be asserted unless and until San Francisco notifies San Jose or Santa Clara that it 
intends to interrupt or terminate water deliveries. 

4. The Wholesale Customers' claim that the SFPU~ is not entitled to impose a surcharge for lost 
power generation revenues attributable to furnishing water in excess of the Supply Assurance. This claim may not 
be asserted unless and until SFPUC furnishes water in excess of the Supply Assurance during the Term and also 
includes such a surcharge in the price of such water. 

5. Claims by'Wholesale Customers (other than San Jose and Santa Clara, whose service areas are 
fixed) that SFPUC is obligated under the Act or state law to furnish water, within their Individual Supply Guarantee, 
for delivery to customers outside their existing service area and that Wholesale Customers are entitled to enlarge 
their service areas to supply those customers. Such claims may' be asserted only after SFPUC's denial qf, or failure 
for six months to act on, a written request by a Wholesale Customer to expand its service area. 

The Wholesale Customers (and the SFPUC, where specified) wili refrain from the following activities 
during the Term (or portions thereof, as specified): 

1. The Wholesale Customers and the SFPUC will not contend before any court, administrative 
agency or legislative body or committee that the methodology for determining the Wholesale Revenue Requirement 
(or the requirements for (a) amortization of the ending balance.under the 1984 Agreement, or (b) contribution to the 
Wholesale Revenue Coverage) determined in accordance with the Agreement violates the Act or any other provision 
of federal law, state law, or San Francisco's City Charter, or is unfair, unre·asonable or unlawful. 

2. The Wholesale Customers will not challenge the transfer of funds by the SFPUC to any other San 
Francisco City department or fund, provided such transfer complies with the San Francisco City Charter. The 
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transfer of its funds, whether or not permitted by the City Charter, will not excuse the SFPUC from its failure to 
perform any obligation imposed by the Agreement. 

3. The Wholesale Customers and the SFPUC will not assert monetary claims against one another 
based on the 1984 Agreement other than otherwise arbitral claims arising from the three fiscal years immediately 
preceding the start of the Term (i.e., Fiscal Years 2006-07, 2007-08 and 2008-09). 

The Wholesale Customers do not, by executing the Agreement, concede the legality of the SFPUC's 
establishing Interim Supply Allocations or imposing Environmental Enhancement Surcharges on water use in exc.ess 
of such allocations. Any Wholesale Customer may challenge such allocation when imposed and/or such surcharges 
if and when levied, in any court of competent jurisdiction. 

The furnishing of water in excess of the Supply Assurance by San Francisco to the Wholesale Customers 
shall not be deemed or construed to be a waiver by San Francisco of its claim that it has no obligation under any 
provision of law to supply such water to the Wholesale Customers, nor shall it constitute a dedication by San 
Francisco to the Wholesale Customers of such water. 

Prohibition of Assignment 

The Agreement shall be binding on, and shall inure to the benefit of, the Wholesale Customers and San 
Francisco, and their respective successors and permitted assigns. Each Wholesale Customer agrees that it will not 
transfer or assign any rights or privileges under the Agreement, either in whole or in part, or make any transfer of all 
or any part of its water system or allow the use thereof in any manner whereby any provision of the Agreement will 
not continue to be binding on it, its assignee or transferee, or such use of the system. Any assignffient or transfer in 
violation of this covenant, and any assignment or transfer that would result in the supply of water in violation of the 
Act, shall be void. 

1 

Nothing shall prevent any Wholesale Customer (except the California Water Service Company and 
Stanford) from entering into a joint powers agreement or a municipal or multi-party water district with any other 
Wholesale Customer (except the two listed above) to exercise the rights and obligations granted to and imposed 
upon the Wholesale Customers hereunder, nor shall this section prevent any Wholesale Customer (except the two 
listed above) from succeeding to the rights and obligations of another Wholesale Customer hereunder as long as the 
Wholesale Service Area served by the Wholesale Customers involved in the succession is not thereby enlarged. 
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APPENDIXC 

WATER SYSTEM IMPROVEMENT PROGRAM 

Program Development and Chronology 

The SFPUC began development of the Capital Improvement Program ("CIP") in the late 1990s through a 
series of studies, reports, and authorizations. The SFPUC initiated a water supply planning effort that culminated in 
the Water Supply Master Plan, issued in April 2000. Concurrent with the Water Supply Master Plan efforts, 
reliability studies of the water system facilities were conducted to assess their vulnerability to earthquakes, 
landslides, fire, flood, and power outages. 

On May 28, 2002, the Commission approved the Long-Term Strategic Plan for Capital1mprovements, the 
Long-Range Financial Plan and the Capital Improvement Program and Appendices (Resolution No. 02-0101). 
These reports establish the original framework of the SFPUC CIP. 

On November 5, 2002, San Francisco residents voted to approve Proposition A, a $1.628 billion revenue 
bond measure to fund the CIP and undertake the most extensive upgrade of the local and regional water delivery 
systems in the City's history. The original program contained a total of seventy-seven water infrastructure projects 
designed to replace or repair key facilities, improve the system's seismic robustness, enhance water quality, and 
improve water supply reliability. 

On November 5, 2002 the voters also approved Proposition E, which authorizes the SFPUC, subject to the 
referendum process, to issue revenue bonds, notes and 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, 
preparing or improving water facilities or wastewater facilities or combinations of water and wastewater facilities 
under the jurisdiction of the SFPUC. Board action to authorize or issue bonds under this provision is subject to 
certain additional conditions, requiring certification by an independent engineer and certification by the San 
Francisco Planning Department. Proposition E also established the Public Utilities Rate Fairness Board. 

In August 2003, the SFPUC submitted its first annual status report and update to the State on the 
implementation of the CIP as required by State Assembly Bill 1823, Wholesale Regional Water System Security and 
Reliability Act ("AB 1823"). The status report documented the changes made to the May 2002 version of the CIP. 
Pursuant to the reporting requirements of AB 1823, annual reports describing the progress made on the 
implementation of the program have been submitted to the State on or before September 1 of each year. 

In October 2004, the SFPUC General Manager ordered a thorough review of the CIP with a focus on 
ensuring system-wide integration of the projects within the program. This undertaking resulted in the development 
of program-specific goals and objectives, the refinement of project scopes and renaming of the CIP to the WSIP. 
The scope, schedule, and budget of the program were refined based on the newly adopted goals and objectives. 

In February 2005, the SFPUC published its refined program, entitled Water System Improvement Program 
Prepared for the Programmatic Environmental Impact Report, which documented the Levels of Services ("LOS") 
goals used to define the WSIP for the Program Environmental Impact Report (the "PEIR"). The February 2005 
program description presented water system improvements recommended to meet LOS goals. for water quality, 
seismic and delivery reliability, and water supply. 

In August 2005, the SFPUC retained the services of Parsons Water & Infrastructure ("Parsons") with 
CH2M Hill as a major sub-consultant to provide program, project, and preconstruction management services on the 
WSIP. The consultant team's first assignment was to review the program for adequacy in meeting LOS goals; 
determine whether any additional projects were needed to fulfill the goals; and review individual project scopes, 
budgets, and schedule requirements. Parsons and CH2M Hill provided the results of their assessment and their 
recommendations in the Water System Improvement Program Assessment Report ("Assessment"), published on 
October 21, 2005. The Assessment supported and confirmed that the overall program met the established LOS 
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goals, and the necessity and scope of individual projects in the WSIP. The Assessment also identified some specific 
recommendations for changes in the overall program and individual projects. 

In addition to this independent review, a Seismic Safety Task Force was convened to provide guidance on 
the seismic design requirements of the program. This group, comprised of five experts in the fields of structural and 
seismic engineering, was tasked to assess potential system vulnerabilities and propose seismic design criteria for 
WSIP projects. 

The revised program and the recommendations, upon which SFPUC management, staff, the Assessment 
Team, Bay Area Water Stewards and BAWSCA agreed, were adopted by the Commission on November 29, 2005. 
The revised program is described in the Water System Improvement Program (SFPUC, January 2006). The refined 
scopes, schedules, and budgets documented in that report are considered the "Original or Baseline Scopes, 
Schedules and Budget" for the WSIP, and are referred to as the "December 2005 Approved Scopes, Schedules_ and 
Budget." 

On January 19, 2006, pursuant to the reporting requirements of AB 1823, the SFPUC submitted a change 
notice report, ABI823: Notice of Changes to Water System Improvement Program ("Change Notice") (SFPUC. 
January 2006), to the State, along with the January 2006 program description document. This Change Notice 
described in detail changes between the program adopted in November 2005 and the previously adopted program in 
May 2002; including development of the LOS goals and subsequent project descriptions. The report was amended 
to respond to questions from the California Seismic Safety Commission and resubmitted to the State on March 8, 
2006. 

As projects developed during 2006 and 2007, more information became available about project design 
details, environmental compliance and permitting needs, right-of-way challenges, and facility shutdown and 
construction sequencing requirements. In 2007, the WSIP Management Team (the "WSIP Team") initiated a 
number of initiatives to assess various conditions and aspects of the WSIP that may impact the SFPUC's ability to 
deliver the program as planned. These comprehensive programmatic efforts, which included a WSIP Risk 
Assessment and a WSIP Re-alignment Initiative, resulted in the formulation of a comprehensive risk management 
strategy and the identification of project scope, schedule and budget adjustments necessary to best deliver the 
program while continuing to meet all underlying WSIP LOS goals. 

On July 28, 2009, in compliance with AB 1823. and AB 2437, the Commission adopted the June 2009 
Revised WSIP, which established new approved scopes, schedules and budgets for the program. This is referred to 
herein as the "June 2009 Approved Scopes, Schedules and Budget." The variance between these two budgets is 
summarized in the "Program Budget" section of this document. This report described in detail the schedule and 
major scope changes made to the previously adopted program (i.e., program approved by the Commission on 
February 20, 2008 and described in the AB 1823 Change Notice report dated.March 31, 2008). The September 1, 
2009 Change Notice Report included the latest regional project schedules (June 2009 Approved Schedules) and 
regional project descriptions (June 2009 Approved Scopes) approved for the WSIP. 

On July 12, 2011, in compliance with AB 1823 and AB 2437, the Commission adopted the June 2011 
Revised WSIP, which established scope, schedule and budget revisions for the program. This is referred to herein as 
the "June 2011 Approved Scopes, Schedules and Budget." The September 1, 2011 Change Notice Report included 
the latest regional project schedules and regional project descriptions (June 2011 Approved Scopes) approved for the 
WSIP. 

On June 12, 2012, the Commission adopted budget and schedule changes for three individual WSIP 
projects: Irvington Tunnels 1 and 2, Bay Division Pipeline (BDPL) Reliability Upgrade - Pipeline, and Pulgas 
Balancing - Modification of the Existing Dechloramination Facility. A Change Notice Report documenting these 
project-specific revisions was submitted to the State on July 12, 2012. 

On October 9, 2012, the Commission approved budget changes for four individual WSIP projects: 
San Joaquin Pipeline (SJPL) System, Tesla Treatment Facility, Vegetation Restoration of WSIP Construction Sites 
and Program Management. 
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On January 22, 2013, the Commission approved budget and schedule changes for one individual project: 
Calaveras Dam Replacement. A Change Notice Report documenting these project-specific revisions was submitted 
to the State on February 20, 2013. 

On April 23, 2013, in compliance with AB 1823, the Commission adopted the March 2013 Revised WSIP, 
which established scope, schedule and budget revisions for the program. 

On April 22, 2014, in compliance with AB 1823, the Commission adopted the March 2014 Revised WSIP, 
which established scope, schedule and budget revisions for the program. 

On December 8, 2015, in compliance with AB 1823, the Commission adopted schedule revisions to six 
individual projects. 

On April 26, 2016, in compliance with AB 1823, the Commission adopted the March 2016 Revised WSIP 
which established scope, schedule and budget revisions to the program. 

On June 30, 2016, the SFPUC submitted its latest AB 1823: Notice of Changes to Water System 
Improvement Program Report to the State. This report· describes in detail the. schedule and scope changes made to 
the previously adopted program (i.e., program approved by the Commission on April 26, 2016). The June 30, 2016 
Change Notice Report includes the latest regional project schedules (March 2016 Approved Schedules) and regional 
project descriptions (March 2016 Approved Scopes) approved for the WSIP. Although AB 1823 does not require 
the reporting of budget changes, the SFPUC elected to include updated budget figures in the Notice of Changes 
Report submitted to the State. 

The March 2016 Revised WSIP enacted a limited number of changes from the March 2014 WSIP, which 
include modification of the scope of four projects: (Alameda Creek Recapture Project; Calaveras Dam Replacement 
Project; Bioregional Habitat Restoration; and Watershed Environmental Improvement Program), and the extension 
of the overall program completion date from May 2019 to December 2019, excluding approximately $281 million of 
local water supply projects funded from WSIP funds but no longer included in WSIP, whiCh have anticipated 
completion dates after December 2019. In addition, a WSIP Closeout Project was added to each of the following 
regions: San Joaquin, Sunol Valley, Bay Division and Peninsula. The overall program cost forecast was revised 
from $4.765 billion to $4.845 billion. 

Program Objectives 

The WSIP is based on two fundamental principles - a clean, unfiltered water source and a gravity-driven 
system. Projects within the WSIP are developed based on these principles as well as key policies of the SFPUC, 
including sustainability and environmental stewardship. 

The following program objectives were defined for the program: 

• Furnish system improvements to provide high quality water that reliably meets current and foreseeable 
local, State, and federal requirements. 

• Reduce vulnerability of the water system to damage from earthquakes. 

• Increase reliability of the system to deliver water by improving redundancy needed to accommodate 
planned putages for maintenance and unplanned outages resulting from facility failure. 

• Provide near-term improvement of water supply/drought protection. 

• Set forth long-term water supply/drought management options for technical evaluation, cost analysis, 
and environmental review. 
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• Enhance sustainability through improvements that optimize protection of the natural and human 
environment. 

• Provide improvements resulting in a cost-effective fully operational water system. 

Levels of Service Goals 

In order to address the program objectives and consequently derive design criteria and develop project 
specific scopes for the program, the SFPUC provided direction on Levels of Service ("LOS") goals and objectives 
for water quality, seismic reliability, delivery reliability, and water supply, listed in order of priority. These LOS 
goals and objectives were developed to provide a quantifiable means of setting project-specific design criteria and 
project scopes for addressing the program objectives. . The LOS goals and objectives for the program are 
summarized below: 

L Water Quality (maintain high water quality) 

• Design improvements to meet current and foreseeable future federal and State water quality 
requirements. 

• Provide clean, unfiltered water originating from Retch Hetchy Reservoir and filtered water from local 
watersheds. 

• Continue to implement watershed protection measures. 

IL Seismic Reliability (reduce vulnerability to earthquakes) 

• Design improvements to meet current seismic standards. 

• Deliver basic service to the three regions in the service area (East/South Bay, Peninsula, and San 
Francisco) within 24 hours after a major earthquake. Basic service is defined as average winter-month 
usage, and the performance objective for design of the Regional Water System is 229 mgd. The 
performance objective is to provide delivery to at least 70 percent of the turnouts in each region, with 
104, 44, and 81 mgd delivered to the East/South Bay, ·Peninsula, and San Francisco, respectively. 

• Restore facilities to meet average-day demand of up to 30.0 mgd within thirty (30) days after a major 
earthquake. 

III Delivery Reliability (increase delivery reliability and improve ability to maintain the system) 

• Provide operational flexibility to allow planned maintenance shutdown of individual facilities without 
interrupting customer service. 

• Provide operational flexibility to minimize the risk of service interruption due to unplanned facility 
upsets or outages. 

• Provide operational flexibility and system capacity to replenish local reservoirs as needed. 

• Meet the estimated average annual demand of up to 300 mgd under the conditions of one planned 
shutdown of a major facility for maintenance concurrent with one unplanned facility outage due to a 
natural disaster, emergency or facility failure/upset. 
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IV. Water Supply (meet customer.water needs in non-drought and drought periods) 

• Meet average annual water demand of 265 mgd from the SFPUC watersheds for retail and wholesale 
customers during non-drought years for system demands through 2018. 

• Meet dry-year delivery needs through 2018 while limiting rationing to a maximum 20 percent 
system-wide reduction in water service during extended droughts. 

• Diversify water supply options during non-drought and drought periods. 

• Improve use of new water sources and drought management, including groundwater, recycled water, 
conservation and transfers. · 

V. Sustainability (enhance sustainability in all system activities) 

• Manage natural resources and physical systems to protect watershed ecosystems. 

• Meet, at a minimum, aV current and anticipated legal requirements for protection of fish and wildlife 
habitat. 

• Manage natural resources and physical systems to protect public health and safety. 

VI. Cost-effectiveness (achieve a cost-effective, fully operational system) 

• Ensure cost-effective use of funds. 

• Maintain gravity-driven system. 

• Implement regular inspection and maintenance program for all facilities. 

The first four goals, Water Quality, Seismic Reliability, Delivery Reliability, and Water Supply are used to 
determine. project design criteria. The last two goals, Sustainability and Cost-Effectiveness, are overarching 
program goals that are not applied to specific criteria at the project level and thus are only infrequently described in 
project and program documents. 

Management Approach 

The implementation of the WSIP is led by SFPUC staff in the Infrastructure Division of the SFPUC. The 
delivery of the program is ultimately the responsibility of the SFPUC General Manager and the SFPUC Assistant 
General Manager - Infrastructure. Day to day management responsibility is under the direction of the WSIP 
Director, who reports to the SFPUC Assistant General Manager - Infrastructure. 

Consultants, however, play a key role in the implementation of the program. Consultants support the WSIP 
Team on a number of programmatic functions such as strategic program development, risk assessment and 
mitigation, program controls, various independent technical reviews, construction planning and management, 
supplier quality surveillance and labor and community relations. The services of consultants are also used on an 
as-needed or project-specific basis to assist SFPUC staff with functions such as engineering design, environmental 
review, right-of-way engineering and surveying, and construction management. 

The WSIP is divided into two major phases - pre-cop.struction-and construction. The Pre-Construction 
Deputy Director is responsible for overseeing the program through the bid and award phase, which includes all 
planning, design, environmental review, right-of-way and bidding activities. The Construction Deputy Director is 
responsible for the program during the construction phase, project close-out phase and for some activities during the 
design and bid and award phases (e.g., constructability reviews and preparation of contract specifications). 
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The implementation of the program· is managed at three different levels - program, regional and project 
levels. Specific decision-making authorities are designated for each level. At the program level, the Program 
Director manages and directs all aspects of the implementation and delivery of the WSIP, including strategic 
direction of the program, policy, systems and procedures to support execution. At the regional level, Regional 
Project Managers manage the delivery of all projects assigned to a region during all project phases. At the project 
level, the Project Manager oversees the delivery of a project through all phases up to the bid and award phase and 
the Project Construction Manager oversees delivery during the construction and close-out phases. 

The management approach during construction is thoroughly documented in the WSIP Construction 
Management Plan. The latest version of the Construction Management Plan and the Safety Approach associated 
with the plan, as well as other important information on the WSIP Construction Management ("CM") Program is 
available on the SFPUC Website. 

Program Scope 

The WSIP presently includes a total of 87 projects (excluding five Water Supply Projects), which vary in 
size from a few million dollars to over $800 million. The projects are divided into two sub-programs - Local and 
Regional. 

The Local Program includes 35 projects (excluding 5 Water Supply Projects) that are located within the 
city limits of San Francisco and only benefit city residents. (As of July 1, 2011, management and implementation of 
the Water Supply Projects were transferred from the WSIP Local Program to the Water Enterprise Capital 
Improvement Program.) These projects, which are typically smaller in size than the larger Regional Projects, 
include improvements to existing in-City distribution pipelines, storage reservoirs/tanks, pump stations, and 
miscellaneous facilities. They are referred to as "Local Projects" and they are reported in Table C-1 below as part of 
the project category titled "San Francisco Local Projects." The cost of the Local Projects is absorbed in the retail 
rates of San Francisco customers. Under the WSIP, recycled water projects and some groundwater projects will be 
classified as Local Projects for rate setting purposes. See "FUTURE WATER DEMAND AND SUPPLY - Water 
Supply Initiatives." 

The Regional Program includes 52 projects that benefit both San Francisco residents and the 27 Wholesale 
Customers. These projects, which are typically much larger and located mostly outside San Francisco limits, are 
referred to as "Regional Projects." They include a wide variety of improvements such as upgrades to and the 
addition of new treatment, transmission (pipelines, tunnels, pump stations), and storage (dams and reservoirs) 
facilities spread over seven different counties (Tuolumne, Stanislaus, San Joaquin, Alameda, Santa Clara, San 
Mateo, and San Francisco). The cost of the Regional Projects is incorporated in the rates paid by both Retail 
Customers and Wholesale Customers. 

The Regional Program is further divided into the following categories of projects: 

San Joaquin Regional Projects. These projects are designed to improve water delivery reliability by 
augmenting three existing transmission pipelines that transmit the Retch Retchy water supply across the San Joaquin 
Valley, and enhance water quality by building the Tesla Disinfection Facility, a new advanced disinfection/treatment 
facility for the SFPUC's largest source of supply. 

Sunol Valley Regi~nal Projects. The projects within this region are designed to address delivery and 
seismic vulnerabilities associated with the delivery of Retch Retchy water through the Sunol Valley and water 
originating from the Alameda Watershed. Projects include the construction of a new Calaveras Dam, a fourth 
Alameda Siphon, two new Irvington Tunnels and other connecting large-diameter pipelines, as well as upgrades to 
the existing Sunol Valley Water Treatment Plant and San Antonio Pump Station. All of these facilities are within or 
in close proximity to _the Calaveras Fault influence zone. 

Bay Division Regional Projects. The projects within this region address the seismic vulnerability of the 
four Bay Division Pipelines, which transmit the blend of Retch Retchy and Sunol Valley water across the San 
Francisco Bay to the Peninsula and serve a large number of Wholesale Customers. The projects in this region 
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address the crossing of the Hayward Fault and system vulnerability associated with the close proximity of the San 
Andreas Fault; and add system redundancy and operational flexibility. 

Peninsula Regional Projects. The projects within this region are generally designed to address facility 
seismic vulnerabilities, and meet water quality and delivery goals for the Crystal Springs, San Andreas and 
Pilarcitos Reservoirs. Projects include the construction of a new Crystal Springs Bypass Tunnel and large-diameter 
pipelines, as well as upgrades to the existing Harry Tracy Water Treatment Plant, the Pulgas Balancing Reservoir, 
and the Lower Crystal Springs Dam. All these facilities are located within the San Andreas Fault influence zone. 

San Francisco Regional Projects. The projects within this region include the seismic retrofit of the Sunset 
and University Mound Terminal Reservoirs, and a groundwater storage and recovery project. The two reservoir 
projects are located within the City but can be used to supply water back to the Northern Peninsula, which can 
benefit the Wholesale Customers. The groundwater project includes improvements in both San Mateo and San 
Francisco counties. 

Support Projects (formally System Wide Region). In July 2011, the System Wide Region was re-named as 
Support Projects. These projects include (1) system security upgrades, which involves the development and 
integration of security components at critical water system facilities, (2) the PEIR, which was prepared in 
compliance with CEQA to identify and analyze potential programmatic environmental impacts of the proposed 
system improvements, (3) the Watershed Environmental Improvement Program, which consists of conservation 
easements and/or fee title purchase of property from Willing landowners to permanently protect Alameda Creek 
Watershed lands, (4) the Bioregional Habitat Restoration project (formerly Habitat Reserve Program), which is 
intended to provide a coordinated and consolidated approach to compensate for habitat impacts that would result 
from the implementation of the WSIP projects in the San Joaquin, Sunol Valley, Bay Division and Peninsula 
Regions of the Regional Water System, (5) Vegetation Restoration ofWSIP Construction Sites, which was added to 
the Program in March 2014 to provide maintenance, monitoring and reporting of onsite habitat restoration installed 
at the various WSIP construction sites, and (6) Regional Program management. 

The latest program scope, the March 2016 scope, was approved by the Commission on April 26, 2016, and 
is documented in the AB 1823: Notice of Changes to Water System Improvement Program Report submitted to the 
State on June 30, 2016. 

2005, 2007, 2009, 2011, 2013, 2014 and 2016 WSIP Program Schedules and Budgets 

The project schedules and budgets first developed when an infrastructure program is created are based on · 
the limited information available at the time. Costs and schedule contingencies are typically added to account for 
the various levels of certainty and unforeseen circumstances. As projects become better defined through the 
planning, environmental and design phases, new information becomes available that allows for refinement of project 
schedules and budgets. It is therefore typical for large infrastructure programs like the WSIP to adopt revised 
schedules and budgets as part of program implementation. 

In the case of the WSIP, major schedule and cost revisions were approved by the Commission in the 
December 2005 Approved Scopes, Schedules and Budget; the December 2007 Approved Scopes, Schedules and 
Budget; the June 2009 Approved Scopes, Schedules and Budget, the June 2011 Approved Scopes, Schedules and 
Budget; the March 2013 Approved Scopes, Schedules and Budget; the March 2014 Approved Scopes, Schedules, 
and Budget; and the March 2016 Approved Scopes, Scheduh;s and Budget. The SFPUC also updates projections of 
each WSIP's project's completion date and cost at completion on a monthly basis. These projections are published 
every three months in the WSIP Quarterly Reports, available on the SFPUC Website. 

Program Schedule. The last revision to program schedule and budget was approved in April 2016. The 
overall program completion date adopted as a part of the March 2016 Revised WSIP is December 2019, which 
represents a 7-month extension to the last schedule approved by the Commission as part of the March 2014 
Program. All but six projects (Calaveras Dam Replacement, Alameda Creek Recapture, Regional Groundwater 
Storage and Recovery, Long-Term Mitigation Endowment, Bioregional Habitat Restoration, and Watershed 
Environmental Improvement Program) will be completed by the end of 2016. In addition, four projects (WSIP 
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Closeout Projects) have been added to address various issues that need to be addressed in order to fully meet LOS 
goals in each of the San Joaquin, Sunol Valley, Bay Division and Peninsula regions. 

2016 Program Budget, Budget Comparisons and Spending Summary. The following table summarizes 
the Approved Budgets for the December 2005 WSIP, the December 2007 Revised WSIP, the June 2009 Revised 
WSIP, the July 2011 Revised WSIP; the March 2013 Revised WSIP; the March 2014 Revised WSIP; and the March 
2016 Revised WSIP, all of which were approved by the Commission. 

Project Category 

San Joaquin 
Regional Projects 

Sunol Valley 
Regional Projects 

B_ay Division 
Regional Projects 

Peninsula Regional 
Projects 

San Francisco 
Regional Projects 

San Francisco 
Local Projects 

Water Supply 
Projects<4l 

Support Projects 

Program Reserve 

Net Financing <5l 

Program Totalt 

TABLEC-1 
2016 WSIP BUDGET AND PROJECTED COSTS 

(IN MILLIONS) 

Dec-05 
Approved 
Budget (I) 

$559.3 

870.9 

749.7 

700.5 

164.9 

383.2 

280.6 

81.4 . 

0 

552.4 

$4,342.3 

Dec-07 
Approved 
Budget (Z) 

$486.2 

957.8 

796.2 

712.4 

138.2 

383.2 

265 

190.8 

0 

462.4 

Jun-09 
Approved 
Budget <3l 

$430.1 

1,054.0 

785.1 

894.8 

160.3 

599.8 

0 

189.8 

0 

471.7 

$4,585.6 

Jun-11 
Approved 
Budget <6l 

$337 

1,063 

706 

774 

194 

642 

0 

254 

144 

472 

$4,586 

Mar-13 
Approved 
Budget <7l 

$349 

1,263 

665 

808 

208 

620 

0 

255 

0 

472 

$4,640 

Totals may not add due to independent rounding. 

Mar-14 
Approved 
Budget (s) 

$347 

1,374 

666 

809 

221 

619 

0 

257 

0 

472 

$4,765 

Mar-16 
Approved 
Budget<9l 

$345 

1,476 

652 

805 

221 

613 

0 

262 

0 

472 

$4,845 

(l) The Commission approved what is referred to as the "December 2005 Approved Budget" on November 29, 2005. This is 
also referred to in publicly available materials as the "Baseline Budget." 

(Z) The Commission approved what is referred to as the "December 2007 Approved Budget" on February 18, 2008. 
(J) The Commission approved what is referred to as the "June 2009 Approved Budget" on July 28, 2009. 
(4) Water Supply projects were transferred to the San Francisco Regional and San Francisco Local categories as part of the June 

2009 Approved Scopes, Schedules and Budget. 
(S) Does not include $107 million of realized bond premium to date. 
(6) The Commission approved what is referred to as the "July 2011 Approved Budget" in June.2011. 
(7) The Commission approved what is referred to as the "March 2013 Approved Budget" in April 2013. 
<8l The Commission approved what is referred to as the "March 2014 Approved Budget" in April 2014. 
(9l The Commission approved what is referred to as the "March 2016 Approved Budget" in April 2016. 
Source: SFPUC, Financial Planning 

The program level cosfvariance between the December 2005 Approved Budget and the December 2007 
Approved Budget was relatively small (an additional $49.16 million, or 1.1 % increase). In general, the need to 
compensate for the additional resources needed to address real estate requirements (land acquisition and 
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encroachment removal) and complete delivery activities (program management, project management and 
environmental review/permitting/mitigation)·accounts for this variance. 

The variance between the December 2007 Approved Budget and the June 2009 Approved Budget is 
approximately $194 million or a 4.4% increase. Significant cost increases in two projects account to a great extent 
for this projected overall increase in the program cost. The Calaveras Dam Replacement Project and the Harry 
Tracy Water Treatment Plant Long-Term Improvements Project currently carry an approximate projected variance 
(June 2009 Approved Budget minus December 2007 Approved Budget) of an additional $102 million and 
$183 million, respectively. The NOA and fisheries issues described above are the main factors increasing the cost 
of the Calaveras Dam Replacement Project. In the case of the Harry Tracy Water Treatment Plant Long-Term 
Improvements Project, the cost increase is due to the recent discovery of a new strand of the Sierra Fault at the · 
project site, which is necessitating the relocation of two large treated water reservoirs - work that was not in the 
original project scope. 

There is no variance between the June 2009 Approved Budget and the July 2011 Approved Budget. 

The variance between the July 2011 Approved Budget and the March 2013 Approved Budget is 
approximately $54 million or a 1.2% increase. The only project with significant cost increase the Calaveras Dam 
Replacement Project due to discovery of an ancient landslide uncovered during construction, resulting in an 
additional 3 million cubic yards of excavation on this project. 

The variance between the March 2013 Approved Budget and the March 2014 Approved Budget is 
approximately $125 million or a 2.7% increase. The forecasted cost increases in the following five projects account 
to a great extent for this projected overall increase in the program cost: 1) Calaveras Dam Replacement Project 
($95 million) due to discovery of a second ancient landslide and secondary faulting, requiring additional excavation 
and re-design of spillway foundation and re-alignment of the outlet conduit, 2) Irvington Tunnels 1 and 2 
($15 million) due to highly variable tunneling conditions; including squeezing ground, hard rock, and gassy 
tunneiing conditions, 3) Regional Groundwater Storage and Recovery ($13 million) to allow for additional 
right-of-way costs and higher construction cost estimates, 4) Crystal Springs/San Andreas Transmission Upgrade 
($7 million) due to differing site conditions for underwater construction, and 5) Alameda Creek Recapture project 
($5 million) due to the need to incorporate additional operational scenarios to recapture the required water yield on 
this project. Some forecasted decreases on other WSIP projects allowed for a net of $125 million overall forecasted · 
cost increase. 

The variance between the March 2014 Approved Budget and the March 2016 Approved Budget is 
$80 million or a 1.7% increase. This variance was due, primarily, to forecasted cost increases for five of the WSIP 
projects as well as forecast reductions on six complete or near-complete WSIP projects. The most significant oft~e 
project increases was $91.7 million for the Calaveras Dam Replacement Project (CDRP), including the main dam 
project as well was the Fish Passage Facilities at Alameda Creek Diversion Dam (ACDD), a subproject to the 
CDRP. For the main project, the recent impacts are due to change orders related to the development of the borrow 
area for the production of hard rock material (Zone 5) to be placed in the· upstream shell of the new dam 
embankment. The excavation requires additional quantities and longer rock dowels and shotcrete for excavation 
slope stability of the borrow area, importing and stockpiling of Zone 5 materials from an offsite quarry to 
supplement onsite supplies for schedule enhancement, disposal of additional melange shale waste, and acceleration 
of the project schedule for the embankment dam construction. For the Fish Passage Facilities at ACDD subproject, 
the budget increase is due to changes during the design of the fish ladder that were not known at the time of the 
original planning level preliminary cost estimate . Some forecasted decreases on other WSIP projects allowed for a 
net of $80 million overall forecasted cost increase. 

A summary of the WSIP budget and appropriations is provided in the following table. 
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Regional Projects 
Local Projects(!) 

Financing Costs 
Total t 

TABLEC-2 
WSIP BUDGET AND SPENDING SUMMARY 

AS OF JUNE 30, 2016 
(IN MILLIONS) 

Total Approved 
$3,761.1 

612.7 
471.7 

$4,845.5 

Expended/Encumbered · 
$3,488.7 

420.8 
224.0 

$4,135.5 

t Totals may not add due to independent rounding. 

Remaining Balance 
$272.4 

191.9 
247.7 

$710.0 

(!) Local projects include $281 million in WSIP funding to Water Supply Projects; however, these projects were 
transferred to the Water Enterprise Capital Improvements Program in July 2011 and have anticipated completion 
dates later than December 2019. 

Note: Certain amounts set forth in the table are projections. Actual results may differ from these projections. See 
"FORWARD-LOOKING STATEMENTS" above. 

Source: SFPUC, Financial Services 

Program Changes. The list of projects to be built in the WSIP has not changed significantly since the 
program was initiated ip. 2002. Some projects have been combined, some have been split, some have been renamed 
and only a few have been eliminated or added. These changes,· as well as major project scope modifications, are 
thoroughly documented in the Change of Notice reports submitted to the State (see "Program Development and 
Chronology" above). The latest program scope, the March 2016 scope, approved by the Commission on April 26, 
2016 is documented in the AB 1823: Notice of Changes to Water System Improvement Program Report submitted 
to the State on June 30, 2016. 

Program Status and Performance 

Work Breakdown Structure. The WSIP, like most other large infrastructure programs, is managed based 
on a standardized work breakdown structure ("WBS"). The performance and status of the WSIP is often reported at 
the phase level of the WBS. 

The WSIP WBS includes 9 different phases - Project Management, Planning, Environmental, 
Right-of-Way, Design, Bid & Award, Construction, Construction Management, and Close-Out. A very brief 
summary of the work involved in each phase is provided below. 

The Project Management Phase involves project-specific oversight and management functions that extend 
from project initiation to construction completion and start up of new facilities. They include project controls, 
change and risk management, cost estimating and scheduling, value engineering, document control, communications 
and project team oversight. 

The Planning Phase involves the definition of performance objectives· and general design requirements 
based on the input provided by the client, field investigations and preliminary engineering work. Planning 
deliverables typically include a Needs Assessment Report, an Alternative Analysis Report and a Conceptual 
Engineering Report. 

· The Environmental 'Phase involves the analyses and review required to comply with CEQA and the work 
needed to obtain all required permits from local, State and federal resources agencies. 

The Right-of-Way Phase involves all real estate activities (e.g., land surveys, property appraisals, legal 
descriptions, easement agreements, etc.) needed to secure the temporary and permanent property and access rights 
needed to build, maintain and operate the facilities and improvements included in the program. 
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The Design Phase involves the various engineering tasks needed to prepare the construction contract 
documents (drawings and specifications). 

The Bid & Award Phase involves the advertisement of construction contracts, the administration of the 
bidding process and the selection of the lowest, qualified, responsible and responsive bidder for each contract. 

The Construction Phase involves all the fieldwork required to build the improvements specified in the 
construction contract documents, Key construction milestones include: contractor mobilization, testing and 
start-up, substantial completion, client acceptance of improvements and final completion. 

The Construction Management Phase involves a number of oversight functions to monitor and verify the 
. work of construction contractors in the field. Key functions include field inspections and testing, quality assurance, 
· schedule and cost control, claims analysis, contract administration and safety monitoring. 

The Close-Out Phase involves the post-construction, administrative tasks needed to complete construction 
contracts. This often includes negotiating and reaching final agreements on outstanding contract items and verifying 
that all contract terms have been met. 

Status of WSIP Projects. Very significant progress has been made on the WSIP in recent years, and the 
overall program is now approximately 92% complete. One can assess the overall status of a capital program 
comprised of multiple projects by looking at the number of projects and the value of these projects in each of the 
major implementation phases of the program. Table C-3 shows the number ofWSIP projects active in each of these 
phases. The Local Program is over 99% complete with only one active project remaining in construction, whereas 
the Regional Program is approximately 91 % complete. The Local Program is further along because the projects in 
that program are smaller and less complex and require minimal environmental review. 

TABLEC-3 
STATUS OF WSIP PROJECTS THROUGH JUNE 30, 2016 

Active Phase 
Planning 
Design 
Bid &Award 
Construction 
Close-Out 
Completed 
Not Applicable* 
Not Initiated 
Totalt: 

Number of Projects 
Local Regional 

Program Program 
0 0 
0 1 
0 0 
1 8 
0 1 

34 36 
0 2 
0 4 

35 52 

Totals may not add due to independent rounding. 

Value of Projects (in millions) 
Local 

Program 
$0 

0 
0 

49 
0 

282 
0 
0 

$331 

Regional 
Program 

$0 
30 

0 
2,072 

42 
1,574 

32 
11 

$3,761 

* "Not Applicable" category is for projects that do not include construction, including the Watershed Environmental 
Improvement Program and the Long-Term Mitigation Endowment. 

Source: SFPUC, 4th quarter Fiscal Year 2015-16 WSIP Quarterly Report .. 

Performance of WSIP Projects. The performance of a program can be assessed by comparing planned 
expenditures against the value of the work completed. Such a comparison is provided in Table C-4. In general, 
actual performance on the Local and Regional Programs tracks planned performance well. Some delays, however, 
have occurred in the environmental review of some large water supply projects. These delays have had an impact 
on the performance of the Environmental Phases and, to some extent, the performance of subsequent phases (Design 
and Construction). A number of measures are being implemented to mitigate these environmental delays. 
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Phase 

TABLEC-4 
PERFORMANCE OF WSIP PROJECTS THROUGH JUNE 30, 2016 

COMPARED TO 2016 APPROVED BUDGET PLAN 

Local Program<2l Regional Program<3> 

% Planned % Completed % Planned % Completed 
All Phases 99.4 99.8 91.3 91.4 
Project Management 
Planning 
Environmental 
Right-of-Way 
Design 
Bid and Award 
Construction Management 
Construction 
Close-Out 
Program Management(ll 

100.0 99.9 
100.0 100.0 
100.0 100.0' 

0 0 
100.0 100.0 
100.0 100.0 
100.0 100.0 
99.3 99.8 
94.6 94.6 

N/A NIA 

<
1

> The WSIP Regional Program tracks an additional Program Management phase. 
<~> Local Program percentages do not include Local Water Supply projects. 

93.4 93.0 
100.0 100.0 
97.6 97.4 
87.9 87.1 
99.0 98.6 
97.0 97.0 
89.0 89.2 
90.6 90.9 
67.9 67.9 
89.9 89.2 

<3> Regional Program percentages do not include Support (formerly System-Wide) projects. 
Source: SFPUC, 4th quarter Fiscal Year 2015-16 WSIP Quarterly Supplemental Report. 

Program Risk Management 

2007 Risk· Assessment. In 2007, the. SFPUC commissioned a comprehensive programmatic risk 
assessment (the "2007 Risk Assessment") to identify risk factors and exposures that could lead to schedule delays 
and cost escalation as the WSIP moves forward from planning and design into construction. 

The Risk Assessment concluded that the risks representing the greatest potential cost liabilities for the 
WSIP were: (1) general inflation of material and labor costs; (2) contracting (i.e., ability to attract enough 
contractors to bid on WSIP projects); (3) potential delays in the environmental review process; and (4) the lack of a 
well-established construction management organization. 

Subsequent Developments and Mitigation Measures. Since 2007, the risk factors ic\entified by the 
2007 Risk Assessment have been mitigated by certain developments, and by actions taken by the SFPUC, including 
the following: · 

• The SFPUC experienced significantly lower than anticipated construction bids due to a highly . 
competitive bidding environment for construction projects that were bid between 2007 and 2012. This 
benefit has been offset by construction cost increases due to differing site conditions experienced during 
construction. 

• The scheduling risks associated with the environmental review of projects were significantly 
reduced following certification of the WSIP Preliminary Environmental Impact Report in October 2008 (as 
no appeals to the San Francisco Board of Supervisors or legal actions were filed during the challenge 
period). Furthermore, all but 1 of the project-specific environmental documents have been certified to date. 

• The SFPUC implemented a new construction management approach, organization structure, 
contracting strategy, operations plan, business processes, procedures and customized Management 
Information System. · 

• The SFPUC formulated a WSIP Risk Mitigation Action Plan, which provides comprehensive 
step-by-step actions to address each of the risks described in the 2007 Risk Assessment. Progress made on 
implementation of the plan is reported in the WSIP Quarterly Reports. 
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• The SFPUC developed a risk management program that focuses on the WSIP construction phase, 
and involves the identification, assessment, analysis and management of risks associated with construction 
activities. 

• The SFPUC adopted an enterprise risk management software tool to evaluate the effects of risk 
systematically across the WSIP program and track and monitor mitigation actions more effectively and 
efficiently. 
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APPENDIXF 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$ ___ _ 
Public Utilities Commission 

of the 
City and County of San Francisco 

San Francisco Water Revenue Bonds, 
2016 Series C 

(Federally Taxable) 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by the 
Public Utilities Commission of the City and County of San Francisco (the "SFPUC") in connection with the 
issuance of the water revenue bonds captioned above (the "2016 Series C Bonds"). The 2016 Series C Bonds are 
being issued pursuant to an Amended and Restated Indenture, dated as of August 1, 2002, between the SFPUC and 
U.S. Bank National Association, as trustee (the "Trustee"), as amended and supplemented, including as amended 
and supplemented by a Twenty-Third Supplemental Indenture, dated as of October 1, 2016, by and between the 
SFPUC and the Trustee (collectively, the "Indenture"). 

The SFPUC covenants and agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed 
and delivered by the SFPUC for the benefit of the Holders and Beneficial Owners of the 2016 Series C Bonds and in 
order to assist the Participating Underwriters in complying with Securities and Exchange Commission (the "S.E.C.") 
Rule 15c2-12(b)(5). 

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any 
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section 2, the following 
capitalized terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the SFPUC pursuant to, and as described in, 
Sections 3 and 4 of this Disclosure Certificate. · 

"Beneficial Owner" shall mean any person that: (a) has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any 2016 Series C Bonds (including persons holding 2016 Series C 
Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or 
consent with.respect to any 2016 Series C Bonds or to dispose of ownership of any 2016 Series C Bonds; or (b) is 
treated as the owner of any 2016 Series C Bonds for federal income tax purposes. 

"Dissemination Agent" shall mean the SFPUC, acting in its capacitjr as Dissemination Agent under this 
Disclosure Certificate, or any successor Dissemination Agent designated in writing by the SFPUC and which has 
filed with the SFPUC a written acceptahce of such designation. 

"Holder" shall mean either the registered owners of the 2016 Series C Bonds, or, if the 2016 Series C 
Bonds are registered in the name of The Depository Trust Company or another recognized depository, any 
applicable participant in such depository system. 

"Listed Events" shall mean any of the events listed in Section S(a) of this Disclosure Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board or any other entity designated or 
authorized by the Securities and Exchange Commission to receive continuing disclosure filings pursuant to the Rule. 
Until otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to 
be made through the Electronic Municipal Market Access (EMMA) website of the MSRB currently located at 
http://emma.msrb.org. 
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"Official Statement" shall mean the final Official Statement, dated ____ , 2016, prepared in 
connection with the sale and offering of the 2016 Series C Bonds. 

"Participating Underwriter" shall mean any of the original underwriters or purchasers of the 2016 Series 
C Bonds required to comply with the Rule in connection with the offering of the 2016 Series C Bonds. 

"Rule" shall mean Rule 15c2-12(b )(5) adopted by the S.E.C. under the. Securities Exchange Act of 1934, as 
the same may be amended from time to time. 

SECTION3. Provision of Annual Reports. 

(a) The SFPUC shall, or shall cause the Dissemination Agent to, not later than 9 months after 
the end of the SFPUC's fiscal year (which currently ends June 30), commencing March 31, 2017, with the 
report for the 2015-16 Fiscal Year, provide to the MSRB an Annual Report which is consistent with the 
requirements of Section 4 of this Disclosure Certificate. If the Dissemination Agent is not the SFPUC, the 
SFPUC shall provide the Annual Report to the Dissemination Agent not later than 15 days prior tci said 
date. The Annual Report must be submitted in electronic format and accompanied by such ident.ifying 
information as is prescribed by the MSRB, and may cross-reference other information as provided in 
Section 4 of this Disclosure Certificate. However, ifthe audited financial statements of the SFPUC are not 
available by the date required above for the filing of the Annual Report, the SFPUC shall submit unaudited 
financial statements and submit the audited financial statements as soon as they are available. If the 
SFPUC's Fiscal Year changes, it shall give notice of such change in the same manner as for a Listed Event 
under Section 5(c). 

(b) If the SFPUC is unable to provide to the MSRB an Annual Report by the date required in 
subsection (a), the SFPUC shall send a notice to the MSRB in substantially the form attached as Exhibit A. 

( c) The Dissemination Agent shall (if the Dissemination Agent is other than the SFPUC), file 
a report with the SFPUC certifying the date that the Annual Report was provided to the MSRB pursuant to 
this Disclosure Certificate. 

SECTION 4. Content of Annual Reports. SFPUC's Annual Report shall contain or incorporate by 
reference the following information: 

(a) Audited Financial Statements of the municipal water supply, storage and distribution 
system of the SFPUC for the prior fiscal year, prepared in accordance with generally accepted accounting 
principles applicable to the SFPUC from time to time. If the SFPUC's audited financial statements are not 
available by the date the Annual Report is required to be filed, the Annual Report shall contain unaudited 
financial statements in a format similar to the financial statements contained in the final Official 
Statements, and the audited financial statements shall be filed in the same manner as the Annual Report 
when they become available; 

(b) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 9, IDSTORIC WHOLESALE AND RETAIL WATER SALES"; 

(c) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 17, IDSTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 
RA TES," provided that such update need include rate increases (decreases) through the end of the prior 
fiscal year; 

( d) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 20, IDSTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 
IN RETAIL WATER RA TES," provided that such update need include rate increases (decreases) through 
the end of the prior fiscal year; 
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(e) An update for the prior fiscal year of the table in the Official· Statement in the 
section entitled "OBLIGATIONS PAYABLE FROM REVENUES·- Outstanding Parity Revenue Bonds" 
showing all bonds of the SFPUC secured by Revenues; and 

(f) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 25, HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES AND DEBT 
SERVICE COVERAGE." 

Any or all of the items listed above may be set forth in a document or set of documents, or may be included 
by specific reference to other documents, including official statements of debt issues of the SFPUC or related public 
entities, which are available to the public on the MSRB website. If the document included by reference is a final 
official statement, it must be available from the MSRB. The SFPUC shall clearly identify each such other document 
so included by reference. 

SECTION 5. Reporting of Significant Events. 

(a) The SFPUC shall give, or cause to be given, notice of the occurrence of any of the 
following Listed Events with respect to the 2016 Series C Bonds: · 

1. Principal and interest payment delinquencies. 

2. Non payment related defaults, if material. 

3. Unscheduled draws on debt service reserves reflecting financial difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 

5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other 
material notices or determinations with respect to the tax status of the 2016 Series C Bonds, or 
other material events affecting.the tax exempt status of the 2016 Series C Bonds. · 

7. Modifications to rights of security holders, if material. 

8. Bond calls, if materiaJ, and tender offers. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayment of the 2016 Series C Bonds, if 
material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the SFPUC. 

13. The consummation of a merger, consolidation, or acquisition involving the SFPUC or the sale 
of all or substantially all of the assets of the SFPUC, other than in the ordinary course of 
business, the entry into a definitive agreement to undertake such E!n action or the termination 
of a definitive agreement relating to any such actions, other than pursuant to its terms, if 
material. 

14. Appointment of a successor or additional trustee or the change of name of a trustee, if 
material. · 
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(b) Whenever the SFPUC obtains knowledge of the occurrence of a Listed Event, and, if the Listed 
Event is described in subsections (a)(2), (a)(6) (other than ari adverse tax opinion, the issuance by the IRS of a 
proposed or final determination oftaxability, or a Notice of Proposed Issue (IRS Form 5701-TEB)), (a)(7), (a)(8) (if 
the event is a bond call), (a)(lO), (a)(13) or (a)(14) above, the SFPUC determines that knowledge of the occurrence 
of that Listed Event would be material under applicable federal securities law, the SFPUC shall, or shall cause the 
Dissemination Agent (if not the SFPUC) to, file a notice of such occurrence with the MSRB, in an electronic format 
as prescribed by the MSRB, in a timely manner not in excess of 10 business days after the occurrence of the Listed 
Event. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and (9) above need 
not be given .under this subsection any earlier than the notice (if any) of the underlying event is given to holders of 
affected 2016 Series C Bonds under the Indenture. 

(c) For purposes of this Certificate, any event described in paragraph (a)(12) above is considered to 
occur when any of the following occur: the appointment of a receiver, fiscal agent, oi: similar officer for the SFPUC 
in a proceeding under the United States Bankruptcy Code or in any other proceeding under state or federal law in 
which a court or governmental authority has assumed jurisdiction over substantially all of the assets or business of 
the SFPUC, or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers 
in possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement, or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of said party. 

SECTION 6. Termination of Reporting Obligation. The SFPUC's obligations under this Disclosure 
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 2016 Series C 
Bonds. If such termination occurs prior to the final maturity of the 2016 Series C Bonds, the SFPUC shall give 
notice of such termination in the same manner as for a Listed Event under Section 5( c ). 

SECTION 7. Dissemination Agent. The SFPUC may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge 
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure 
Certificate, the SFPUC may amenq or waive this Disclosure Certificate or any provision of this Disclosure 
Certificate, provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to·the provisions of Sections 3(a), 3(b ), 4 or 5(a), it 
may only be made in connection with a change in circumstances that arises from a change in legal 
requirements, change in law, or change in the identity, nature or status of an obligated person with respect 
to the 2016 Series C Bonds or the type of business conducted; · 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the 
Rule at the time of the original issuance of the 2016 Series C Bonds, after taking into account any 
amendments or interpretations of the Rule, as well as any change in circumstances; and 

( c) The amendment or waiver either (i) is approved by the owners of a majority in aggregate 
principal amount of the 2016 Series C Bonds or (ii) does not, in the opinion of the City Attorney or 
nationally recognized bond counsel, materially impair the interests of the Holders. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the SFPUC shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the 
reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, 
on the presentation) of financial information or operating data being presented by the SFPUC. In addition, if the 
amendment relates to the accounting principles to be followed in preparing financial statements: (i) notice of such 
change shall be given in the same manner as for a Listed Event under Section 5; and (ii) the Annual Report for the 
year· in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative 
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form) between the financial statements as prepared on the basis of the new accounting principles and those prepared 
on.the basis of the former accounting princ;iples. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to 
prevent the SFPUC from disseminating any other information, using the means of dissemination set forth in this 
Disclosure Certificate or any other means of communication, or including any other information in any Annual 
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. 
If the SFPUC chooses to include ·any information in any Annual Report or notice of occurrence of a Listed Event in 
addition to that which is specifically required by this Disclosure Certificate, the SFPUC shall have no obligation 
under this Disclosure Certificate to update such information· or include it in any future Annual Report or notice of 
occurrence of a Listed Event. · 

.SECTION 10. Default. In the event of a failure of the SFPUC to comply with any provision of this 
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the 2016 Series C Bonds may 
take such actions as may be necessary and appropriate; including seeking mandate or specific performance by court 
order, to cause the SFPUC to comply with its obligations under this Disclosure Certificate; provided that any such 
action may be instituted only in a federal or State court located in the City and County of San Francisco, State of 
California. Failure by the SFPUC to comply with any provision of this Disclosure Certificate shall not be deemed 
an Event of Default under the Indenture and the sole remedy under this Disclosure Certificate in the event of any 
failure of the SFPUC to comply with this Disclosure Certificate shall be an action to compel performance. 

SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the SFPUC, 
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of 
the 2016 Series C Bonds, and shall create no rights in any other person or entity. 

·Date: ------·' 2016. 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

PUBLIC UTILITIES C01\1MISSJON OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

Harlan Kelly, Jr. 
General Manager 

By: __________ ~----
Deputy City Attorney 
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Name oflssuer: 

Name oflssue: 

Date of Issuance: 

CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OFF AILURE TO FILE ANNUAL REPORT 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS, 
2016 SERIES C (FEDERALLY TAXABLE) 

_____ ,2016 

NOTICE IS HEREBY GIVEN thatthe SFPUC has not provided an Annual Report with respect to the above-named 
Bonds as required by Section 3 of the Continuing Disclosure Certificate of the Public Utilities Commission of the 
City and County of San Francisco, dated , 2016. The SFPUC anticipates that the Annual Report 
will be filed by ____ _ 

Dated: _____ _ 

OHSUSA:765680398.3 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: ____ __,_[t=o--"b=e""""'s""ig=ne=d"--'o=n~lv~if'"'"fi=le=d'-'-l _____ _ 
Title _________________ _ 
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APPENDIXG 

SECURITIES DEPOSITORY AND BOOK-ENTRY SYSTEM 

The information in this Appendix has been provided by DTC for use in securities offering documents, and 
the SFPUC takes no responsibility for the accuracy or completeness thereof The SFPUC cannot and does not give 
·any assurances that DTC, DTC Participants or Indirect Participants will distribute to the beneficial owners either 
(a) payments of interest, principal or premium, if any, with respect to the Bonds or (b) certificates representing 
ownership interest in or other confirmation of ownership interest in the Bonds, or that they will so do on a timely 
basis or that DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this Official 
Statement. The current "Rules" applicable to DTC are on file with the Securities and Exchange Commission and 
the current "Procedures" ofDTC to be followed in dealing with DTC Participants are on file with DTC. 

As used in this Appendix, "Securities" means the 2016 Series C Bonds, "Issuer" means the SFPUC, and 
"Agent" means the Trustee .. 

1. The Depository Trust Company ("DTC"), New York, NY, will act as securities depository for the 
securities (the "Securities"). The Securities will be issued as fully-registered securities registered in the name of 
Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an authorized representative 
of DTC. One fully-registered Security certificate will be issued for each issue of the Securities, each in the 
aggregate principal amount of such issue, and will be deposited with DTC. If, however, the aggregate principal 
amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500 million of 
principal amount, and an additional certificate will be issued with respect to any remaining principal ~mount of such 
issue.· 

2. DTC, one of the world's largest securities depositories, is a limited-purpose trust company 
organized under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of the New 
York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17 A of 
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of 
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over 
100 countries) that DTC's participants ("Direct Participants") deposit with DTC. DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited securities, through 
electronic computerized book-entry transfers and pledges between Direct Participants' accounts. This eliminates the 
need for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities 
brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a 
wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the holding 
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC 
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, and clearing corporations that clear through or maintain a custodial relationship. with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). DTC has a Standard & Poor's rating of AA+. The 
DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission. More 
information about DTC can be found at www.dtcc.com. The information contained on this Internet site is not 
incorporated herein by reference. 

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Securities on DTC's records. The ownership interest of each actual purchaser of 
each Security ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records. 
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, 
however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Securities, except in the event that use of the book-entry system 
for the ·securities is discontinued. 
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4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are 
registered in the name ofDTC's partnership nominee, Cede & Co., or such other name as may be requested by an 
authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede 
& Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the 
actual Beneficial Owners of the Securities; DTC's records reflect only the identity of the Direct Participants to 
whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be 
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from 
time to time. Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of 
notices of significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed 
amendments to the Security documents. For example, Beneficial Owners of Securities may wish to ascertain that 
the nominee holding the Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners. 
In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that 
copies of notices be provided directly to them. 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are 
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be redeemed. 

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Securities unless authorized by a Direct Participant in accordance with DTC's :MMI Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy 
assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts Securities are 
credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative ofDTC. DTC's practice is 
to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail information from Issuer 
or Agent, on payable date in accordance with their respective holdings shown on DTC's records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative ofDTC) is the 
responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of 
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

9. DTC may discontinue providing its services as depository with respect to the Securities at any 
time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor 
depository is not obtained, Security certificates are required to be printed and delivered. 

10. Issuer may decide to discontinue use of the system ofbook-entry-only transfers through DTC (or a 
successor securities depository). In that event, Security certificates will be printed and delivered to DTC. 

11. The information in this section concerning DTC and DTC's book-entry system has been obtained 
from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof. 
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ESCROW AGREEMENT 

RELATED TO 

NORTON ROSE DRAFT 
8/24/2016 

REFUNDING AND DEFEASANCE OF CERTAIN 
PUBLIC UTILITIES COMMISSION 

OF THE CITY AND COUNTY OF SAN FRANCISCO 
WATER REVENUE BONDS 

THIS ESCROW AGREEMENT, dated as of October_, 2016, is by and between the 
PUBLIC UTILITIES COMMISSION OF THE CITY AND COUNTY OF SAN FRANCISCO 
(the "Commission"), a commission duly constituted under the Charter (the "Charter") of the City 
and County of San Francisco (the "City"), and U.S. BANK NATIONAL ASSOCIATION, a 
national banking association duly organized and existing under and by virtue of the laws of the 
United States of America, as escrow agent (the "Escrow Agent") hereunder in connection with 
the Refunded Bonds referred to below. 

W I T N E S S E T H: 

WHEREAS, pursuant to an Amended and Restated Indenture, dated as of August 1, 
2002, by and between the Commission and U.S. Bank, N.A. (also known as U.S. Bank National 
Association), as trustee (the "Trustee"), as amended and supplemented (the "Indenture"), the 
Commission previously issued its: [LIST PRIOR BONDS] (collectively, the "Prior Bo11ds"); 

WHEREAS, at a duly called and held election on November 5, 2002, a majority of voters 
voting on the measure approved Proposition E ("Proposition E") to authorize the issuance by the 
Commi.ssion of its revenue bonds or other forms of revenue financing, when authorized by 
ordinance approved by a two-thirds vote of the Board of Supervisors of the City, for the purpose 
of reconstructing, replacing, expanding, repairing or· improving water facilities or clean water 
facilities ·or combinations of water and clean water facilities under the jurisdiction of the 
Commission; 

WHEREAS, on [September 13], 2016, the Commission passed Resolution No. 16-
---' and on June 24, 2016, the Board of Supervisors of the City passed Resolution No. 112-
16, by a two-thirds vote, authorizing, among other things, the issuance of refunding water 
revenue bonds by the Commission, without limitation as to principal amount, under the authority 
granted pursuant to Section 9.109 of the Charter or Proposition E; 

WHEREAS, under the authority granted the Charter and by the resolutions hereinabove 
mentioned, the Commission has determined to issue a series of Bonds under a Twenty-First 
Supplemental Indenture, designated "San Francisco Water Revenue Bonds, 2016 Sub-Series A 
(Refunding)" (the "2016 Sub-Series A Bonds"), in the original principal amount of 
$ , and a series of Bonds under a Twenty-Second Supplemental Indenture, 
designated "San Francisco Water Revenue Bonds, '.2016 Sub-Series B (Refunding)" (the "2016 
Sub-Series B Bonds" and together with the 2016 Sub-Series A Bonds, the "2016 Series AB 



Bonds"), in the original principal amount of$ , to refund and defease [INCLUDE 
ALL REFUNDED SERIES]: (i) all of the Bonds (the " Refunded 
Bonds"), and (ii) the Bonds maturing (the " Refunded 
Bonds") and together with the Refunded Bonds, the "Refunded Bonds"), all as more 
specifically shown on Exhibit A, attached hereto; 

WHEREAS, by irrevocably depositing with the Escrow Agent the proceeds of the 2016 
Series AB Bonds, plus amounts relating to the Refunded Bonds held in the Principal Fund and 
Interest Fund established under the Indenture, and directing the Escrow Agent to invest such 
amounts in certain [United States Treasury Certificates, Notes and Bonds - State and Local 
Government Series (as further described herein, the "Initial Federal Securities")], the Escrow 

·Agent will have sufficient moneys to pay: (a) on the dates interest becomes due and payable, the 
interest accruing on the Refunded Bonds, and (b) on the dates the principal or redemption price 
of the Refunded.Bonds becomes due and payable, the principal or redemption price (as the case 
may be) of the Refunded Bonds; 

WHEREAS, the Escrow Agent, in reliance on the verification report prepared by Causey 
Demgen & Moore P.C. (the "Verification Report"), which Verification Report shows that the 
Initial Federal Securities and un-invested cash in the Escrow Fund (hereinafter defined) are 
sufficient to provide for the timely payment of the Refunded Bonds, has determined that the 
Escrow Fund is sufficient for such purpose; and · 

NOW THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, the Commission and the Escrow Agent agree as follows: 

SECTION 1. Establishment of Escrow Fund. There is hereby created and established 
with the Escrow Agent a special, segregated and irrevocable escrow fund (the "Escrow Fund") to 
be held in the custody of the Escrow Agent in escrow for the benefit of the registered owners of 
the Refunded Bonds, separate and apart from other funds of the Commission. 

SECTION 2. Deposit of Moneys. The Commission hereby irrevocably deposits with the 
Escrow Agent the amount of $ in the Escrow Fund, representing the sum of 
(i) the amount of $ from the proceeds of the 2016 Sub-Series A Bonds and 
,$ from the proceeds of the 2016 Sub-Series B Bonds, plus (ii) funds transfers of 
$ from the Principal Fund (representing the amount on deposit for the 

Bonds) and (iii)$ from ·the Interest Fund (representing 
$ on deposit for the Bonds). 

The moneys in the Escrow Fund shall be applied solely as provided in this Escrow 
Agreement. The Commission has determined in reliance on the Verification Report that the 
moneys set forth above are at least equal to an amount sufficient to defease the Refunded Bonds 
by paying when due the amounts shown in Exhibit B. 

SECTION 3. Application of Moneys in the Escrow Fund. The Escrow Agent 
acknowledges receipt of the moneys described in Section 2 in the Escrow Fund and agrees, on 
October_, 2016, to use such moneys to purchase, on behalf of and for the account of the 
Commission, the Initial Federal Securities (as more specifically described in Exhibit C) and to 

21787787.4 2 



hold $ as un-invested cash. The Initial Federal Securities are not subject to redemption 
and are scheduled to mature on or before the times when they will be required for the payment of 
the interest on and the principal and redemption price of the applicable Refunded Bonds. 

SECTION 4. Payment of the Refunded Bonds. 

(a) Payment of the Refunded Bonds. From the moneys on deposit in the Escrow 
Fund, the Escrow Agent shall apply the moneys (a) to make all payments of interest on the 
Refunded Bonds, when due and (b) to pay the principal amounts of the Refunded Bonds on their 
respective payment or sinking fund dates and [(c) to redeem [in full] the _____ _ 
Refunded Bonds on , at a price of par,] [REPEAT FOR ALL REFUNDED 
BONDS] on the dates and in the amounts shown in the disbursement requirements set forth in 
Exhibit B hereto. 

(b) Priority of Payments. The Owners of the Refunded Bonds of each Series shall 
have a lien on, and the Commission hereby irrevocably pledges and grants a security interest in, 
the moneys and securities in the Escrow Fund until such moneys and such securities are used and 
applied as provided in this Escrow Agreement. 

( c) Transfer of Excess Funds in Escrow Fund. Any amounts remaining in the Escrow 
Fund following the redemption of all Refunded Bonds shall be transferred by the Escrow Agent 
to or at the direction ofthe Commission. · 

SECTION 5. Incorporation of Definitions in Indenture; Application of Certain Terms of 
Indenture. 

(a) Incorporation of Definitions. Capitalized terms used herein and not otherwise 
defined shall have the meanings ascribed to them in the Indenture. 

(b) Application of Certain Terms. All of the terms of the Indenture relating to the 
making of payments of principal, interest and redemption price with respect to the applicable 
Refunded Bonds and relating to the notices of defeasance and redemption are incorporated in this 
Escrow Agreement as if set forth in full herein. The procedures set forth in the Indenture relating 
to the resignation and removal of the Trustee thereunder are also incorporated in this Escrow 
Agreement as if set forth in full herein and shall be the procedures to be followed with respect to 
any resignation or removal of the Escrow Agent hereunder. 

SECTION 6. Performance of Duties. The Escrow Agent agrees to perform only the 
duties set forth herein and shall have no responsibility to take any action or omit to take any 
action not set forth herein. 

SECTION 7. Escrow Agent's Authority to Make Investments. Except as provided in 
Section 8 of this Escrow Agreement, the Escrow Agent shail have no power or duty to invest any 
funds held under this Escrow Agreement or to sell, transfer or otherwise dispose of the moneys 
held hereunder. 
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SECTION 8. Investment of Funds in the Escrow Fund. 

(a) Except as otherwise provided in Section 2 hereof, amounts held in the Escrow 
Fund under this Escrow Agreement may be invested only in United States treasury notes, bonds, 
bills or certificates of indebtedness, or obligations for which the faith and credit of the United 
States of America are pledged for the payment of principal and interest (inCluding obligations 

. issued or held in book-entry form and securities which represent an undivided interest in such 
direct obligations); any securities now or hereafter authorized, both the principal of and interest 
on which is guaranteed directly by the full faith and credit of the United States of America, and 
including interest strips held in book-entry form by the Federal Reserve Bank of New York of 
bonds issued by the Resolution Funding Corporation; bonds, debentures, notes or other evidence 
of indebtedness issued or guaranteed by any of the following federal agencies and provided such 
obligations are backed by the full faith and credit of the United States of America (stripped 
securities are only permitted if they have been stripped by the agency itself): (i) direct 
obligations or. fully guaranteed ·certificates of beneficial ownership of the U.S. Export-Import 
Bank, (ii) certificates of beneficial ownership of the Rural Economic Community Development 
Administration (formerly the Farmers Home Administration), (iii) obligations of the Federal 
Financing Bank, (iv) debentures of the Federal Housing Administration; (v) participation 
certificates of the General Services Administration, (vi) guaranteed Title XI financings of the 
U.S. Marit~me Administration, and (vii) project notes, local authority bonds, new communities 
debentures and U.S. public housing notes and bonds of the U.S. Department of Housing and 
Urban Development. Those obligations described in the preceding sentence are herein referred 
to as "Federal Securities." · 

(b) At the direction of the Commission, the Escrow Agent shall redeem, transfer or 
exchange the Initial Federal Securities or any Federal Securities which are then held as an 
investment of the Escrow Fund and reinvest the proceeds thereof, together with the other moneys 
held in such Escrow Fund in Federal Securities, and may release to the Commission the excess 
amount then resulting in the Escrow Fund provided that the Commission delivers to the Escrow 
Agent the following: 

(i) an opinion of an independent certified public accountant to the effect that, 
after such reinvestment the principal amount of Federal Securities, together with the 
interest thereon and other available moneys held in the Escrow Fund, will be sufficient 
without reinvestment to pay interest on, and the principal or redemption price of, the 
Refunded Bonds as provided in Section 4 hereof; and 

(ii) an unqualified opinion of nationally recognized municipal bond counsel to 
the effect that (a) such investment will not cause either the Refunded Bonds, other Bonds 
issued under the Indenture, or the 2016 Sub-Series A Bonds or the 2016 Sub-Series B 
Bonds to be "arbitrage bonds" within the meaning of Section 148 of the Internal Revenue 
Code of 1986, as amended (the "Code"), and the regulations thereunder in effect on the 
date of such investment, or otherwise cause. the interest on any of such bonds to be 
included in the gross income of the recipients thereof for federal income tax purposes, 
and (b) such reinvestment complies with the Constitution and laws of the State of 
California and with all relevant documents relating to the ·issuance of the Refunded 
Bonds. 
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(c) If, at any time, the Initial Federal Securities or other Federal Securities then held 
as an investment of the Escrow Fund mature or payments are made thereon to the Escrow Agent 
or the Escrow Agent otherwise holds or receives cash in advance of the time same cash is needed 
to make payment on the Refunded Bonds, such amounts shall be held uninvested unless the 
Escrow Agent has received written instructions from the Commission directing the investment of 
such amounts and all of the following requirements have been met: 

(i) such moneys shall be invested only in Federal Securities that mature not 
later than the date on which the funds invested therein will be needed to make payments 
on the Refunded Bonds; 

(ii) such moneys shall be invested only in Federal Securities that mature in an 
amount, together with interest thereon, not less than the full amount paid by Escrow 
Agent to acquire such investments; 

(iii) prior to any such reinvestment, the Escrow Agent shall receive from.the 
Commission or the Commission's financial advisor a certificate to the effect that the 
investments to be acquired by the Escrow Agent meet the requirements o( 
Subsections 8( c )(i) and 8( c )(ii) above; and 

(iv) if the yield on such reinvestment is greater than 0.00% or the reinvestment 
is being made pursuant to an agreement providing for the purchase of Federal Securities 
at a future time or times, then prior to any such reinvestment, the Commission shall 
deliver to the Escrow Agent an unqualified opinion of nationally recognized municipal 
bond counsel to the effect that such reinvestment will not cause either the Refunded 
Bonds, other Bonds issued under the Indenture . or the 2016 Sub-Series A Bonds or the 
2016 Sub-Series B Bonds to be "arbitrage bonds" within the meaning of Section 148 of 
the Code, and the regulations thereunder in effect on the date of such investment, or 
otherwise cause the interest on any of such bonds to be included in the gross income of 
the recipients thereof for federal income tax purposes; provided that, if such investment is 
made pursuant to the terms of an agreement between the Escrow Agent and a supplier of 
securities which agreement is entered into by the Escrow Agent at the written direction of 
the Commission and provides for investments to be provided at a future time or times, 
then the requirement set forth in this Subsection 8( c )(iv) shall be met if the_ opinion 
described herein is provided prior to the time the agreement is entered into and relates to 
all investments made in accordance with the terms of such agreement. · 

( d) In addition to the requirements and restrictions set forth above in Subsection 8( c ), 
if the Refunded Bonds then carry a rating assigned by Moody's and/or Standard & Poor's on the 
basis of the security provided by the Escrow Fund, then the Commission shall not direct the 
Escrow Agent to enter into an agreement providing for the purchase of securities at a future time 
or times as an investment of the Escrow Fund unless prior to the time the Escrow Agent enters· 
into· such agreement, the Commission has been notified by the rating agency or agencies then 
maintaining such rating or ratings that entering into the agreement will not cause the rating or 
ratings then assigned to the Refunded Bonds to be reduced or withdrawn. 
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SECTION 9. Indemnity. The Commission hereby assumes liability for, and hereby 
agrees (whether or not any of the transactions contemplated hereby are consummated) to 
indemnify, protect, save and keep harmless, the Escrow Agent and its respective successors, 
assigns, agents, officers, directors, employees and servants, from and against any and all 
liabilities, obligations, losses, damages, penalties, claims, actions, suits, costs, expenses and 
disbursements (including reasonable legal fees and disbursements) of whatever kind and nature 
which may be imposed on, incurred by, or asserted against, the Escrow Agent at any time 
(whether or not also indemnified against the same by the Commission or any other person under 
any other agreement or instrument, but without double indemnity) in any way relating to or 
arising out of the execution, delivery and performance of this Escrow Agreement, the 
establishment hereunder of the Escrow Fund, the acceptance of the funds and securities 
deposited therein, and any payment, transfer or other application of moneys or securities by the 
Escrow Agent in accordance with the provisions of this Escrow Agreement; provided, however, 
that the Commission shall not be required to indemnify the Escrow Agent against the Escrow 
Agent's own negligence or willful misconduct or the negligence or willful misconduct of the 
Escrow Agent's respective agents and employees or the willful breach by the Escrow Agent of 
the terms of this Escrow Agreement. In no event shall the Commission or the Escrow Agent be 
liable to any person by reason of the transactions contemplated hereby other than to each other as 
set forth in this Section. The indemnities contained in this Section shall survive the termination 
of this Escrow Agreement. 

SECTION 10. Responsibilities of Escrow Agent. The Escrow Agent and its agents· and 
servants shall not be held to any personal liability whatsoever, in tort, contract, or otherwise, in 
connection with the execution and delivery of this Escrow Agreement, the establishment of the 
Escrow Fund, the acceptance of the moneys or securities deposited therein, or any payment, 
transfer or other application of moneys or obligations by the Escrow Agent in accordance with 
the provisions of this Escrow Agreement or by reason of any non-negligent act, non-negligent 
omission or non-negligent error of the Escrow Agent made in good faith in the conduct of its 
duties. The recitals of fact contained in the "Whereas" clauses herein shall be taken as the 
statements of the Commission, and the Escrow Agent assumes no responsibility for the 
correctness thereof. The Escrow Agent makes no representation as to the validity of this Escrow 
Agreement as. to the Commission and, except as otherwise provided herein, the Escrow Agent 
shall incur no liability in respect thereof. The Escrow Agent shall not be liable in connection 
with the performance of its duties under this Escrow Agreement except for its own negligence, 
willful misconduct or willful breach, and the duties and obligations of the Escrow Agent shall be 
determined by the express provisions of this Escrow Agreement. The Escrow Agent shall be 
under no obligation to inquire into or ·be in any way responsible for the performance or 
nonperformance by the Commission of its obligations. The Escrow Agent may consult with 
counsel, who may or may not be counsel to the Commission, and in reliance upon the written 
opinion of such counsel shall have full and complete authorization and protection in respect of 
any action taken, suffered or omitted by it in good faith in accordance therewith. [Whenever the 
Escrow Agent shall deem it necessary or desirable that a matter be proved or established prior to 
taking, suffering, or omitting any action under this Escrow Agreement, such matter may be 
deemed to be conclusively established by a certificate signed by the General Manager and the 
Assistant General Manager, Business Services of the Commission.] 
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SECTION 11. Amendments. This Escrow Agreement is made for the benefit of the 
Commission and the Owners from time to time of the Refunded Bonds and it shall not be 
repealed, revoked, altered or amended without the written consent of all such Owners, the 
Escrow Agent and the Commission; provided, however, that the Commission and the Escrow 
Agent may, without the consent of, or notice to, such Owners, amend this Escrow Agreement or 
enter into such agreements supplemental to this Escrow Agreement as shall not adversely affect 
the rights of such Owners and as shall not be· inconsistent with the terms and provisions of this 
Escrow Agreement or the Indenture, for any one or more of the following purposes: (i) to cure 
any ambiguity or formal defect or omission in this Escrow Agreement; (ii) to grant to, or confer 
upon, the Escrow Agent for the benefit of the Owners of the Refunded Bonds, any additional 
rights, remedies, powers or authority that may lawfully be granted to, or conferred upon, such 
Owners or the Escrow Agent; and (iii) to include under this Escrow Agreement additional funds, 
securities or properties. The Escrow Agent shall be entitled to rely conclusively upon an 
unqualified opinion of nationally recognized municipal bond attorneys with respect to 
compliance with this Section, including the extent, if any, to which any change, modification, 
addition or elimination affects the rights of the Owners of the Refunded Bonds or that any 
instrument executed hereunder complies with the conditions and provisions of this Section. 

SECTION 12. Term. This Escrow Agreement shall commence upon its execution and 
delivery and shall terminate on the date on which the Refunded Bonds shall· have been paid in 
full in accordance with this Escrow Agreement and any amounts remaining in the Escrow Fund 
shall have been paid to the Commission as required under Section 4( c) of this Escrow· 
Agreement. 

SECTION 13. Compensation. The Escrow Agent shall receive its reasonable fees and 
expenses as previously agreed to. by the Escrow Agent and the Commission; provided, however, 
that under no circumstances shall the Escrow Agent be entitled to any lien whatsoever on any 
moneys or obligations in the Escrow Fund for the payment of fees and expenses for services 
rendered or expenses incurred by the Escrow Agent under this Escrow Agreement. 

SECTION 14. Severability. If any one or more of the covenants or agreements provided 
in this Escrow Agreement on the part of the Commission or the Escrow Agent to be performed 
should be determined by a court of competent jurisdiction to be contrary to law, such covenants 
or agreements shall be null and void and shall be deemed separate from the remaining covenants. 
and agreements herein contained and shall in no way affect the validity of the remaining 
provisions of this Escrow Agreement. 

SECTION 15. Governing Law. THIS ESCROW AGREEMENT SHALL BE 
CONSTRUED UNDER THE LAWS OF THE STATE OF CALIFORNIA. 

SECTION 16. Insufficient Funds. If at any time the moneys and investments in the 
Escrow Fund, including the anticipated proceeds of the Initial Federal Securities or any future 
Federal Securities pursuant to Section 8 hereof, and earnings thereon, will not be sufficient to 
make all payments required by this Escrow Agreement, the Escrow Agent shall notify the 
Commission in writing, upon obtaining actual knowledge of such insufficiency of funds or 
failure to receive instructions, of the amount thereof and, to the extent known to it, the reason 
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therefor, provided the Escrow Agent shall not be liable for any delay or failure to notify the 
Commission of such events. 

SECTION 17. Notice of Defeasance; Notice of Redemption. The Escrow Agent, in its 
capacity as Trustee under the Indenture, shall give notice of (i) the defeasance of the Refunded 
Bonds, and [(ii) the redemption of the Refunded Bonds and the _____ _ 

. Refunded Bonds, on the redemption dates of such Bonds as shown in Section 4 hereof], in each 
case in the time, form and manner required by the Indenture. 

SECTION 18. Counterparts. This . Escrow Agreement may be executed in several 
·counterparts, all or any of which shall be regarded for all purposes as an original but all of which. 
shall constitute and be but one and the same instrument. 

SECTION 19. Notification to Moody's and S&P. The Commission hereby directs the 
Escrow Agent to notify Moody's Investor's Service and Standard & Poor's Ratings Service of 
any amendment to this Agreement by mail at the following addresses: Moody's Investors 
Service, Seven World Trade Center, New York, New York 10007, Attention: Public Finance 
Department, and Standard & Poor's ·Ratings Services, 55 Water Street, New York, New York 
10041, Attention: Public Finance Department. 

[Remainder of Page Intentionally Left Blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be 
executed by their duly authorized officers as of the date first above written. 

ATTEST: 

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

Approved as to form: 

Dennis J. Herrera, City Attorney 

Mark D. Blake, Deputy City Attorney 
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U.S. BANK NATIONAL ASSOCIATION, 
as Escrow Agent 

Andrew Fung 
Vice President 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

By: 
HarlanL Kelly, Jr. 
General Manager 

S-1 



(T) Term Bonds. 

. 21787787.4 

Maturity 
of Bonds 

11/1/_ 
11/1/_ 
11/1/_ 
11/1/ 
11/1/_ 
11/1/_ 
1111/ 
11/l/ 
11/1/_ 
11/11_ 
11/1/_ 
11/1/_ 
1111/_ 
11/1/ (T) 

11/1/-(T} 
ll/1/-(T) 

Maturity 
of Bonds 

11/11_ 
11/1/_ 
11/11_ 
11/1/_ 

EXHIBIT A 

REFUNDED BONDS 

SERIES REFUNDED BONDS 

CU SIP Outstanding 
Principal Amount (Base No.: 79765R) 

Total: 

. SERIES REFUNDED BONDS 

Total: 

Outstanding 
Principal Amount 

A-1 

CU SIP 
(Base No.: 79765R) 



Period Ending 

Period Ending 
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EXHIBITB 

DISBURSEMENT REQUIREMENTS 

SERIES REFUNDED BONDS 

Principal Interest Principal Redeemed 

SERIES REFUNDED BONDS 

Interest Principal Redeemed 

B-1 

Total 

Total 



Type of 
Security 

Total: 
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Maturity Date 

EXHIBITC 

INITIAL FEDERAL SECURITIES 

Par Amount 
First Interest 

Payment Date 

C-1 

Rate Total Cost 



OH&S DRAFT- 08/24/16 

CONTINUING DISCLOSURE CERTIFICATE 

$ ___ _ 

$ ____ _ 

Public Utilities Commission 
of the City and County of San Francisco 

San Francisco Water Revenue Bonds, 
2016 Series AB 

$ ____ _ 

2016 Sub-Series A Bonds 
(Refunding) 

2016 Sub-Series B Bonds 
(Refunding) 

This Continuing Disclosure Certificate (the "Disclosure Certificate~') is executed and delivered by the Public 
Utilities Commission of the City and County of San Francisco (the "SFPUC") in connection with the issuance of the 
water revenue bonds captioned above (the "2016 Series AB Bonds"). The 2016 Series AB Bonds are being issued 
pursuant to an Amended and Restated Indenture, dated as of August 1, 2002, between the SFPUC and U.S. Bank 
National Association, as trustee (the "Trustee"), as amended and supplemented, including as amended and 
supplemented by a Twenty-First Supplemental Indenture, dated as of October 1, 2016, by and between the SFPUC 
and the Trustee, and a Twenty-Second Supplemental Indenture, dated as of October 1, 2016, by and between the 
SFPUC and the Trustee (collectively, the "Indenture"). 

The SFPUC covenants and agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed and 
delivered by the SFPUC for the benefit of the Holders and Beneficial Owners of the 2016. Series AB Bonds and in 
order to assist the Participating Underwriters in complying with Securities and Exchange Commission (the "S.E.C.") 
Rule 15c2-12(b )(5). 

SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which apply to any 
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section 2, the following capitalized 

· terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the SFPUC pursuant to, and as described in, 
Sections 3 and 4 of this Disclosure Certificate. 

"Beneficial Owner" shall mean any person that: (a) has or shares the power, directly or indirectly, to make 
inyestment decisions concerning ownership of any 2016 Series AB Bonds (including persons holding 2016 Series AB 
Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or 
consent with respect to any 2016 Series AB Bonds or to dispose of ownership of any 2016 Series AB Bonds; or (b) is 
treated as the owner of any 2016 Series AB Bonds for federal income tax purposes. 

"Dissemination Agent" shall mean the SFPUC, acting in its capacity as Dissemination Agent under this 
Disclosure Certificate, or any successor Dissemination Agent designated in writing by the SFPUC and which has filed 
with the SFPUC a written acceptance of such designation. 

"Holder" shall mean either the registered owners of the 2016 Series AB Bonds, or, ifthe 2016 Series AB 
Bonds are registered in the name of The Depository Trust Company or another recognized depository, any applicable 
participant in such depository system. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board or any other entity designated or authorized 
by the Securities and Exchange Commission to receive continuing disclosure filings pursuant to the Rule. Until 
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to be 
made through the Electronic Municipal Market Access (EMMA) website of the MSRB currently located at 
http://emma.msrb.org. 
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"Official Statement" shall mean the final Official Statement, dated ____ , 2016, prepared in 
connection with the sale and offering of the 2016 Series AB Bonds. 

"Participating Underwriter" shall mean any of the original underwriters or purchasers of the 2016 Series AB 
Bonds required to comply with the Rule in connection with the offering of the 2016 Series AB Bonds. 

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the S.E.C. under the Securities Exchange Act of 1934, as 
the same may be amended from time to time. 

SECTION 3. Provision of Annual Reports. 

(a) The SFPUC shall, or shall cause the Dissemination Agent to, not later than 9 months after 
the end of the SFPUC's fiscal year (which currently ends June 30), commencing March 31, 2017, with the 
report for the 2015-16 Fiscal Year, provide to the MSRB an Annual Report whiCh is consistent with the 
requirements of Section 4 of this Disclosure Certificate. If the Dissemination Agent is not the SFPUC, the 
SFPUC shall provide the Annual Report to the Dissemination Agent not later than 15 days prior to said date. 
The Annual Report must be submitted in electronic format and accompanied by such identifying information 
as is prescribed by the MSRB, and may cross-reference other information as provided in Section 4 of this 
Disclosur~ Certificate: H9wever, if the audited financial statements of the SFPUC are not available by the 
date required above for the filing of the Annual Report, the SFPUC shall submit unaudited financial 
statements and submit the audited financial statements as soon as they are available. If the SFPUC's Fiscal 
Year changes, it shall give notice of such change in the same manner as for a Listed Event under Section 5( c ). 

(b) If the SFPUC is unable to provide to the MSRB an AnnuafReport by the date required in 
subsection (a), the SFPUC shall send a notice to the MSRB in substantially the form attached as Exhibit A. 

( c) The Dissemination Agent shall (if the Dissemination Agent is other than the SFPUC), file 
a report with the SFPUC certifying the date that the Annual Report was pro.vided to the MSRB pursuant to 
this Disclosure Certificate. 

SECTION 4. Content of Annual Reports. SFPUC's Annual Report shall contain or incorporate by 
reference the following information: 

(a) Audited Financial Statements of the municipal water supply, storage and distribution 
system of the SFPUC for the prior fiscal year, prepared in accordance with generally accepted accounting 
principles applicable to the SFPUC from time to time. If the SFPUC's audited financial statements are not 
available by the date the Annual Report is required to be filed, the Annual Report shall contain unaudited 
financial statements in a format similar to the financial statements contained in the final Official·Statements, 
and the audited financial statements shall be filed in the same manner as the Annual Report when they become 
available; 

(b) An update for the prior fiscal year of the table in the Official Statement entitled "TABLE 9, 
HISTORIC WHOLESALE AND RETAIL WATER SALES"; 

(c) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 17, HISTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 
RA TES," provided that such update need include rate increases (decreases) through the end of the prior fiscal 
year; 

(d) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 20, HlSTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 
IN RETAIL WATER RATES," provided that such update need include rate increases (decreases) through 

. the end of the prior fiscal year; 
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( e) An update for the prior fiscal year of the table in the Official Statement in the 
section entitled "OBLIGATIONS PAYABLE FROM REVENUES - Outstanding Parity Revenue Bonds" 
showing all bonds of the SFPUC secured by Revenues; and 

(f) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 25, HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES AND DEBT 
SERVICE COVERAGE." . 

Any or all of the items listed above may be set forth in a document or set of documents, or may be included 
by specific reference to other documents, including official statements of debt issues of the SFPUC or related public 
entities, which are available to the public on the MSRB website. If the document included by reference is a final 
official statement, it must be available from the MSRB. The SFPUC shall clearly identify each such other document 
so included by reference. 

SECTIONS. Reporting of Significant Events. 

{a) The SFPUC shall give, ot cause to be given, notice of the occurrence of any of the 
following Listed Events with respect to the 2016 Series AB Bonds: 

1. Pri'ncipal and interest payment delinquencies. 

2. Non payment related defaults, if materfal. 

3. Unscheduled draws on debt service reserves reflecting financial difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 

5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material 
notices or determinations with respect to the tax status of the 2016 Series AB Bonds, or other 
material events affecting the tax exempt status of the 2016 Series AB Bonds. 

7. Modifications to rights of security holders, if material. 

8. Bond calls, if material, and tender offers. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayment of the 2016 Series AB Bonds, if 
material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the SFPUC. 

13. The consummation of a merger, consolidation, or acquisition involving the SFPUC or the sale 
of all or substantially all of the assets of the SFPUC, other than in the ordinary course of 
business, the entry into a definitive agreement to undertake such an action or the termination of 
a definitive agreement relating to any such actions, other than pursuant to its terms, if material. 

14. Appointment of a successor or additional trustee or the change of name of a trustee, if material. 
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(b) Whenever the SFPUC obtains knowledge of the occurrence of a Listed Event, and, if the Listed Event is 
described in subsections (a)(2), (a)(6) (other than an adverse tax opinion, the issuance by the IRS of a proposed or 
final determination oftaxability, or a Notice of Proposed Issue (IRS Form 5701-TEB)), (a)(7), (a)(8) (if the event is a 
bond call), (a)(lO), (a)(13) or (a)(l4) above, the SFPUC determines that knowledge of the occurrence of that Listed 
Event would be material under applicable federal securities law, the SFPUC shall, or shall cause the Dissemination 
Agent (if not the SFPUC) to, file a notice of such occurrence with the MSRB, in an electronic format as prescribed by 
the MSRB, in a timely manner not in excess of 10 business days after the occurrence of the Listed Event. 
Notwithstanding the foregoing, notice of Listed Events described in subsections ( a)(8) and (9) above need not be given 
under this subsection any earlier than the notice (if any) of the underlying event is given to holders of affected 2016 . 
Series AB Bonds under the Indenture. 

(c) For purposes of this Certificate, any event described in paragraph (a)(12) above is considered to occur 
when any of the following occur: the appointment of a receiver, fiscal agent, or similar officer for the SFPUC in a 
proceeding under the United States Bankruptcy Code or in any other proceeding under state or federal law in which a 
court or governmental authority has assumed jurisdiction over substantially all of the assets or business of the SFPUC, 
or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers in possession 
but subject to the supervision and orders of a court or governmental authority, or the entry of an order confirming a 
plan of reorganization, arrangement, or liquidation by a court or governmental authority having supervision or 
jurisdiction over substantially all of the assets or business of said party. 

SECTION 6. Termination of Reporting Obligation. The SFPUC's obligations under this Disclosure 
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 2016 Series AB 
Bonds. If such termination occurs prior to the final maturity of the 2016 Series AB Bonds, the SFPUC shall give 
notice of such termination in the same manner as for a Listed Event under Section 5( c ). 

SECTION 7. Dissemination Agent. The SFPUC may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge 
any such Dissemination Agent,. with or without appointing a successor Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Discl~sure Certificate, 
the SFPUC may amend or waive this Disclosure Certificate or any provision of this Disclosure Certificate, provided 
that the following conditions are satisfied: • 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 3(b), 4 or 5(a), it may 
only be made in connection with a change in circumstances that arises from a change in legal requirements, 
change in law, or change in the identity, nature or status of an obligated person with respect to the 2016 Series 
AB Bonds or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the Rule at 
the time of the original issuance of the 2016 Series AB Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the owners ofa majority in aggregate 
principal amount of the 2016 Series AB Bonds or (ii) does not, in the opinion of the City Attorney or 
nationally recognized bond counsel, materially impair the interests of the Holders. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the SFPUC shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the 
reason for the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, on 
the presentation) of financial information or operating data being presented by the SFPUC. In addition, if the 
amendment relates to the accounting principles to be followed in preparing financial statements: (i) notice of such 
change shall be given in the same manner as for a Listed Event under Section 5; and (ii) the Annual Report for the 
year in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative 
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form) between the financial statements as prepared on the basis of the new accounting principles and those prepared 
on the basis of the former accounting principles. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent 
the SFPUC from disseminating any other information, using the means of dissemination set forth in this Disclosure 
Certificate or any other means of communication, or including any other information in any Annual Report or notice 
of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the SFPUC 
chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the SFPUC shall have no obligation under this Disclosure 
Certificate to update such information or include it in any future Annual Report or notice of occurrence of a Listed 
Event. 

SECTION 10. Default. In the event of a failure of the SFPUC to comply with any provision of this 
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the 2016 Series AB Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or· specific performance by court 
order, to cause the SFPUC to comply with its obligations under this Disclosure Certificate; provided that any such 
action may be instituted only in a federal or State court located in the City and County of San Francisco, State of 
California. Failure by the SFPUC to comply with any provision of this Disclosure Certificate shall not be deemed an 
Event of Default under the Indenture and the sole remedy under this Disclosure Certificate in the event of any failure 
of the SFPUC to comply with this Disclosure Certificate shall be an action to compel performance. 
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SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the SFPUC, 
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the 
2016 Series AB Bonds, and shall create no rights in any other person or entity. 

Date: _______ , 2016. 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By ____________________ _ 

Harlan Kelly, Jr. 
General Manager 

By: _____________ _ 

Deputy City Attorney 
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CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

Name oflssuer: 

Name oflssue: 

Date oflssuance: 

FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OFF AILURE TO FILE ANNUAL REPORT 

PUBLIC UTILITIES CO.MMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS, 2016 SERIES AB 
2016 SUB-SERIES A (REFUNDING) AND 2016 SUB-SERIES B (REFUNDING) 

_____ ,2016 

NOTICE IS HEREBY GIVEN that the SFPUC has not provided an Annual Report with respect to the above-named 
Bonds as required by Section 3 of the Continuing Disclosure Certificate of the Public Utilities Commission of the City 
and County of San Francisco, dated , 2016. The SFPUC anticipates that the Annual Report will be 
filed by ____ _ 

Dated: _____ _ 
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PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: ____ __..[t=o~b~e~s=ig=n~ed~on=l..._v~if~fi=1l=ed=J _____ _ 
Title _________________ _ 
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CONTINUING DISCLOSURE CERTIFICATE 

$ ___ _ 

Public Utilities Commission of the 
City and County of San Francisco 

San Francisco Water Revenue Bonds, 
2016 Series C 

(Federally Taxable) 

OH&S DRAFT- 08/24/16 

This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered by the Public 
Utilities Commission of the City and County of San Francisco (the "SFPUC") in connection with the issuance of the 
water revenue bonds captioned above (the "2016 Series C Bonds"). The 2016 Series C Bonds are being issued 
pursuant to an Amended and Restated Indenture, dated as of August 1, 2002, between the SFPUC and U.S. Bank 
National Association, as trustee (the "Trustee"), as amended and supplemented, including as amended and 
supplemented by a twenty-Third Supplemental Indenture, dated as of October 1, 2016, by and between the SFPUC 
and the Trustee (collectively, the "Indenture"). 

The SFPUC covenants and agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being exe.cuted and 
delivered by the SFPUC for the benefit of the Holders and Beneficial Owners of the 2016 Series C Bonds and in order 
to assist the Participating Underwriters in complying with Securities and Exchange Commission (the "S.E.C.") 
Rule 15c2-12(b)(5). 

SECTION 2. Definitions. In addition to the defin~tions set forth in the Indenture, which apply to any 
capitalized term used in this Disclosure Certificate unless otherwise defined in this Section 2, the following capitalized 
terms shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the SFPUC pursuant to, and as described in, 
Sections 3 and 4 of this Disclosure Certificate. 

"Beneficial Owner" shall mean any person that: (a) has or shares the power, directly or indirectly, to make 
investment decisions concerning ownership of any 2016 Series C Bonds (including persons holding 2016 Series C 
Bonds through nominet<s, depositories or other intermediaries) including, but not limited to, the power to vote or 
consent with respect to any 2016 Series C Bonds or to dispose of ownership of any 2016 Series C Bonds; or (b) is 
treated as the owner of any 2016 Series C Bonds for federal income tax purposes. 

. "Dissemination Agent" shall mean the SFPUC, acting in its capacity as Dissemination Agent under this 
Disclosure Certificate, or any successor Dissemination Agent designated in writing by the SFPUC and which has filed 
with the SFPUC a written acceptance of such designation. 

"Holder" shall mean either the registered owners of the 2016 Series C Bonds, or, ifthe 2016 Series C Bonds 
are registered in the name of The Depository Trust Company or another recognized depository, any applicable 
participant in such depository system. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Disclosure Certificate. 

"MSRB" shall mean the Municipal Securities Rulemaking Board or any other entity designated or authorized 
by the Securities and Exchange Commission to receive continuing disclosure filings pursuant to the Rule. Until 
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to be 
made through the .Electronic Municipal Market Access (EMMA) website of the MSRB currently located at 
http://emma.msrb.org. 

"Official Statement" shall mean the final Official Statement, dated _____ , 2016, prepared in 
connection with the sale and offering of the 2016 Series C Bonds. 
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"Participating Underwriter" shall mean any of the original underwriters or purchasers of the 2016 Series 
C Bonds required to comply with the Rule in connection with the offering of the 2016 Series C Bonds. 

"Rule" shall mean Rule 15c2-12(b)(5) adopted by the S.E.C. µnder the Securities Exchange Act of 1934, as 
the same may be amended from time to time. 

SECTION3. Provision of Annual Reports. 

(a) The SFPUC shall, or shall cause the Dissemination Agent to, not later than 9 months after 
the end of the SFPUC's fiscal year (which currently ends June 30), commencing March 31, 2017, with the 
report for the 2015-16 Fiscal Year, provide to the MSRB an Annual Report which is consistent with the 
requirements of Section 4 of this Disclosure Certificate. If the Dissemination Agent is not the SFPUC, the 
SFPUC shall provide the Annual Report to the Dissemination Agent not later than 15 days prior to said date. 
The Annual Report must be submitted in electronic format and accompanied by such identifying information 
as is prescribed by the MSRB, and may cross-reference other information as provided in Section 4 of this 
Disclosure Certificate. However,.ifthe audited financial statements of the SFPUC are not available by the 
date· required above for the filing of the Annual Report, the· SFPUC shall submit unaudited financial 
statements and submit the audited financial statements as soon as they are available. If the SFPUC's Fiscal 
Year changes, it shall give notice of such change in the same manner as for a Listed Event under Section 5( c ). 

(b) If the SFPUC is unable to provide to the MSRB an Annual Report by the date required in 
subsection (a), the SFPUC shall send a notice to the MSRB in substantially the form attached as Exhibit A. 

(c) The Dissemination Agent shall (if the Dissemination Agent is other than the SFPUC), file 
a report with the SFPUC certifying the date that the Annual Report was provided to the MSRB pursuant to 
this Disclosure Certificate. 

SECTION 4. Content of Annual Reports. SFPUC's Annual Report shall contain or incorporate by 
reference the following information: 

(a) Audited Financial Statements of the municipal water supply, storage and distribution 
system of the SFPUC for the prior fiscal year, prepared in accordance with generally accepted accounting 
principles applicable to the SFPUC from time to time. If the SFPUC's audited financial statements are not 
available by the date the Annual Report is required to be filed, the Annual Report shall contain unaudited 
financial statements in a format similar to the financial statements contained in the final Official Statements, 
and the audited financial statements shall be filed in the same manner as the Annual Report when they become 
available; 

(b) An update for the prior fiscal year of the table in the Official Statement entitled "TABLE 9, 
HISTORIC WHOLESALE AND RET AlL WATER SALES"; 

. (c) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 17, HISTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 
RA TES," provided that such update need include rate increases (decreases) through t~e end of the prior fiscai 
year; 

(d) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 20, HISTORICAL AND APPROVED FUTURE PERCENTAGE INCREASES (DECREASES) 
IN RETAIL WATER RA TES," provided that such update need include rate increases (decreases) through 
the end of the prior fiscal year; 

(e) An update for the prior fiscal year of the table in the Official Statement in the 
section entitled "OBLIGATIONS PAYABLE FROM REVENUES - Outstanding Parity Revenue Bonds" 
showing all bonds of the SFPUC secured by Revenues; and 
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(f) An update for the prior fiscal year of the table in the Official Statement entitled 
"TABLE 25, HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES AND DEBT 
SERVICE COVERAGE." 

Any or all of the items listed above may be set forth in a document or set of documents, or may be included 
by specific reference to other documents, including official statements of debt issues of the SFPUC or related public 
entities, which are available to the public on the MSRB website. If the document included by reference is a final 
official statement, it must be available from the MSRB. The SFPUC shall clearly identify each such other.document 
so included by reference. 

SECTION 5. Reporting of Significant Events. 

(a) The SFPUC shali give, or cause to be given, notice of the occurrence of any o{ the 
following Listed Events with respect to the 2016 Series C Bonds: · 

1. Principal and interest payment delinquencies. 

2. Non payment related defaults, if material. 

3. Unscheduled draws on debt service reserves reflecting financial difficulties. 

4. Unscheduled draws on credit enhancements reflecting financial difficulties. 

5. Substitution of credit or liquidity providers, or their failure to perform. 

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final 
determinations oftaxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material 
notices or determinations with respect to the tax status of the 2016 Series C Bonds, or other 
material events affecting the tax exempt status of the 2016 Series C Bonds. 

7. Modifications to rights of security holders, if material. 

8. Bond calls, if material, and tender offers. 

9. Defeasances. 

10. Release, substitution, or sale of property securing repayment of the 2016 Series C Bonds, if 
material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the SFPUC. 

13. The consummation of a merger, consolidation, or acquisition involving the SFPUC or the sale 
of all or substantially all of the assets of the SFPUC, other than in the ordinary course of 
business, the entry into a definitive agreement to undertake such an action or the termination of · 
a definitive agreement relating to any such actions, other than pursuant to its terms, if material. 

14. Appointment of a successor or additional trustee or the change of name of a trustee, if material. 

(b) Whenever the SFPUC obtains knowledge of the occurrence of a Listed Event, and, if the Listed 
· Event is described in subsections (a)(2), (a)(6) (other than an adverse tax opinion, the issuance by the IRS ofa proposed 

or final determination of taxability, or a Notice of Proposed Issue (IRS Form 5701-TEB)), (a)(7), (a)(8) (if the event 
is a bond call), (a)(lO), (a)(13) or (a)(14) above, the SFPUC determines that knowledge of the 9ccurrence of that 
Listed Event would be material under applicable federal securities law, the SFPUC shall, or shall cause the 
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Dissemination Agent (if not the SFPUC) to, file a notice of such occurrence with the MSRB, in an electronic format 
as prescribed by the MSRB, in a timely manner not in excess of 10 business days after the occurrence of the Listed 
Event. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(8) and (9) above need not 
be given under this subsection any earlier than the notice (ifany) of the underlying event is given to holders ofaffected . 
2016 Series C Bonds under the Indenture. 

(c) For purposes of this Certificate, any event described in paragraph (a)(12) above is considered to 
occur when any of the following occur: the appointment of a receiver, fiscal agent, or similar officer for the SFPUC 
in a proceeding under the United States Bankruptcy Code or in any other proceeding under state or federal law in 
which a court or governmental authority has assumed jurisdiction over substantially all of the assets or business of the 
SFPUC, or if such jurisdiction has been assumed by leaving the existing governing body and officials or officers in 
possession but subject to the supervision and orders of a court or governmental authority, or the entry of an order 
confirming a plan of reorganization, arrangement, or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of said party. 

SECTION 6. Termination of Reporting Obligation. The SFPUC's obligations under this Disclosure 
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of a:U of the 2016 Series C 
Bonds. If such termination occurs prior to the final maturity of the 2016 Series C Bonds, the SFPUC shall give notice 
of such termination in the same manner as for a Listed Event under Section S(c) .. 

SECTION 7. Dissemination Agent. The SFPUC may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may discharge 
any such Dissemination Agent, with or without appointing a successor Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate. 

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure Certificate, 
the SFPUC may amend or waive this Disclosure Certificate or any provision of this Disclosure Certificate, provided 
that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 3(b), 4 or S(a), it may 
only be made in connection with a change in circumstances that arises from a change in legal requirements, 
change in law, or change in the identity, nature or status of an obligated person with respect to the 2016 Series 
C Bonds or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
the City Attorney or nationally recognized bond counsel, have complied with the requirements of the Rule at 
the time of the original issuance of the 2016 Series C Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the owners ofa majority in aggregate 
principal amount of the 2016 Series C Bonds or (ii) does not, in the opinion of the City Attorney or nationally 
recognized bond counsel, materially impair the interests of the Holders. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the SFPUC shall 
describe such amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the 
reason for the amendment or waiver and.its impact on the type (or in the case of a change of accounting principles, on 
the presentation) of financial information or operating data being presented by the SFPUC. In addition, if the 
amendmelit relates to the accounting principles to be followed in preparing financial statements: (i) notice of such 
change shall be given in the same manner as for a Listed Event under Section 5; and (ii) the Annual Report for the 
year in which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative 
form) between the financial statements as prepared on the basis of the new accounting principles and those prepared 
on the basis of the former accounting principles. 

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be deemed to prevent 
the SFPUC from disseminating any other information, using the means of dissemination set forth in this Disclosure 
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Certificate or any other means of communication, or including any other information in any Annual Report or notice· 
of occurrence of a Listed Event, in addition to that which is required by this Disclosure Certificate. If the SFPUC 
chooses to include any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the SFPUC shall have no obligation under this Disclosure 
Certificate to update such information or include it in any future Annual Report or notice of occurrence of a Listed 
Event. 

SECTION 10. Default. In the event of a failure of the SFPUC to comply with any provision of this 
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the 2016 Series C Bonds may 
take such actions as may be necessary and appropriate, including seeking mandate or specific performance by court 
order, to cause the SFPUC to comply with its obligations under this Disclosure Certificate; provided that any such 
action may be instituted only in a federal or State court located in the City and County of San Francisco, State of 
California. Failure by the SFPUC to comply with any provision of this Disclosure Certificate shall not be deemed an 
Event of Default under the Indenture and the sole remedy under this Disclosure Certificate in the event of any failure 
of the SFPUC to comply with this Disclosure Certificate shall be an action to compel performance. 
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SECTION 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the SFPUC, 
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the 
2016 Series C Bonds, and shall create no rights in any other person or entity. 

Date: ______ , 2016. 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By ___________________ ~ 

Harlan Kelly, Jr. 
General Manager 

By: ______________ _ 

Deputy City Attorney 
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Name oflssuer: 

Name oflssue: 

Date oflssuance: 

CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OF FAILURE TO FILE ANNUAL.REPORT 

PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

SAN FRANCISCO WATER REVENUE BONDS, 
2016 SERIES C (FEDERALLY TAXABLE) 

_____ ,2016 

NOTICE IS HEREBY GIVEN that the SFPUC has not provided an Annual Report with respect to the above-named 
Bonds as required by Section 3 of the Continuing Disclosure Certificate of the Public Utilities Commission of the City 
and County of San Francisco, dated , 2016. The SFPUC anticipates that the Annual Report will be 
filed by · 

Dated: _____ _ 

By: [to be signed only if filed) 
Title ___ _ 
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SAN FRANCISCO 
PLANNING DEPARTMENT 

Certificate of City and County of San Francisco Planning Department Regarding 
Proposed Revenue Bonds (Water.2011 Series A/B/C) Jn a.n amount not. to exceed 

$700,000,000. 

I, Bill Wycko1 Environmental Revlew Officer of the ?fanning Department of the C!ty and 
County of San Francisco {the Planning Department), hereby certify as follows: 

1. As the Environmental Review Officer of the Planning Department, I am authorized 
to certify as to the compfiance of the San Francisco Public Utilities Commission 
(SFPUC) with appllcable requfrements of the California Environmental Quality Act. 
(CEOA). 

2. After consultation with the SFPUC, i understand that the SFPUC proposes to Issue 
its Revenue Bonds (Water Series) in an amount not to exceed $700,000;000 (the · 
"Bonds") to finance certain improvements to the Water Enterprise of the City and 
County of San Francfsco (the i'City1'). The improvements proposed for flnam::ing 
include those proj~Cts referenced in the following dbcument, attached to this 
Certificate a-s: Exhibit A: 

A. 2.009~2010 AnrN,JtiJf R~port1 Water System Improvement Program, dated 
September 20, 201 O: 
http:/lsfwater.org/Files/Reports/:2009 2010 Annuat Progress Report Fin 
al Revised 09 20 10,pdf · 

. 3. I understand that Section 88.124 of the City Charter grants authority to the City's 
Board of Supervis<>rs to approve the issuance of indebtedness, Including commercial 
paper, by.ordinance upon two-thirds vote of Its members and unde·r certain 
conditions; further, this authorization has been granted through Ordfnance No 18~~ 
09 dated 8/4/2009 and Ordinance No 089-1 o dated 41301201 o. A draft copy of the 
finandng resolution authorizing the Issuance of the Bonds is attached to this· 
Certificate as Exhibit 8: 

a. Board of Supervisors draft financing resolution authorizing, the Bonds in an 
·amount not fo exceed $700, 000,000. 

4. l understand that one of the conditions to the Board of Supervisor's auihorlzatlon of 
such indebtedness is the delivery of a certificate of the Planning Department 
regarding the project$ to be financed. 

5. The San Francisco Planning Commission certifred the Water System Improvement 
Program {WSIP) Environmental Impact Report (ElR} on October 301 2008, and has · 
been certlfying'fndividual project E!Rs as they are completed pursuant to CEQA. In 
addition, the Planning Department approves tn1tial Study/Mitigated Negative 
Oeclaratlon$, and the ERO approve$ Categorical Exemptions. Exhibit A shows the 
dates on which documents for the WSIP and fndivfdual projects have been 
approved or certffied and the schedule. for future approvals. 

e. Based on a review ofthe Projects end discussion$ with the SFPUC regarding the 
requirements for undertaking such Projects, l oertlfy that the Projects under the 
jurisdictlon -of the SFPUC to be funded with proceeds of the Bonds, as such Bonds 

www.sfplanning.org 

16&0 Mission St 
Sulta400 · 
Siln Frand~co, 
CA 94103·2479 
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415.G68.637il 

F~. 
415,556.6409 

f'Jan11Jrig 
Information: 
415.558.6377 

---------------~-. - .... __ ._, .. 



are described in the Ordiruance; wm comply with applicable requlrements of CEQA 
Pursuant to the provisions of Chapter 31 ofthe San Francisco Administrative Code, 
any Project to be financed will comply with such $;pplicable requirements prior to 
any draw on the Bond fUnd to finance the acquisition er construction of such 
facilities. · 

7. Based on a preH111inar1 review of. the additional Projects and discussions with the 
SFPUC. regarding the requirements for undertaking such additional Projects, t 
cert1fy that the Projects under the jurisdiction of the SFPUC 1o be funded with 
proceeds of the Bonds, as such Bonds are described in the Ordinance, {a) comply 
With applicable requirements of CEQA,. or (b) are. not considered to be projects 

· under CEQA at thls time and will undergo 'cEQA if and when they are defined. 
Pursuant to the provisions of Chapter Si of the San Francisco Administrative Code, 
any additional Project to be financed will comply with such appHcable requirements 
prior to any draw on the Bond funds to finance ihe acquisition or construction of 
sueh facilities, 

In Witness Whereof, the undersigned has exe.cuted this. certification as of this _,d.ay 
of May 2011, 

(. 

.BY.~~q 
BILL WYCi<O Z7_ 
Envirpnmental Review Officer 



. · Exltihit A , 
~1ater Improvements to be Finam:ed by 2011 Series AIB/C Bonds 

Water System Improv::ment CUW- Lamence Livermore Water Quality improvement · Fina! E!R Certified Deeember 
Program 36401 tS, 20()~ 
!later System lmpiov~l!mt CUW- Rehabilitation ofExisting SM Joaquin Pipelines Finat MND Issued Deceml>er &, 

31102 20!0 
Water System foipl:OV\lment cuw. Tesla Treatment F11cility Final EIR Certified December 

~Improvement 
)8;4Qt 18, 200$ 
CUW· Upper Alarneda Creek Filter Gallery CEQA Compliance Pending 

Program 35201 {Certification ofFinal EIR 
20!3} 

Wuter System !mprtlvement CtJW· New Jrvington Tunuel Final Ent Certified Novemb~ 
Prcil;mm 3590! S,2009 
Water System Improvement ··c:uw. Ahweda.Siphon Number 4 Final MND Issued May S, 200& 
ftroi;ram 35901 

· Watet System lroprovlllment cuw.- Ca!averas Dam Repl1:1e<.\ment FinatElR C<mi!.'icd January 27, 

!!.~-------·-- 37401 20ll 
Water System Improvement cuw. San Anionil'.1 Backup Pipeline CEQA CompliMce Pendi;:tg 
Program. .37403 {Certlfic<1tion of Final Ent 

1012) 
Water System Improvement cuw~ SVWTP Expansion & Treated Water R.eseivoir Fi rial EIR Certified December 
Proitram ' 3~101 s 2009 
\Vater System Improvement cuw. San Antonio Pump Station Upgrade Categorical E>:cinption 
Prof(rrun 38601 Detenninalfon Miw 15, 2009 
Water System {mprovemenl cuw. Seismic Upgrade ofBDPL Nos. 3 & 4 Final EIR Ccrtlfie!i !,anuary 20, 
Pro!l;t'am 35302 2011 
Water Syslem tmprovein~t cow. SCADA System • Pho.Se Il Categorical Exl.imption 
Prozram 36301 Det11nnination January 24, 

2008 
Water.System Improvement CUW- $.}'stem Security Upgrades wsrP Categorical Exemption 
Prem-nm 3630Z Delennination D<->ct-'Tnl:n!r 1, 



l 
2003; San Pedro Valve L-Ot 
Ci:Uegorical Exemptfon 
Determination Dcccmb~f 12, 
2008; Pulgas Balancing 
Reservoir C:itegorlcal 
Exemption 0{.1ennlnation June 
30, 20l0; Baden Valve Lot 
Categorical Exemption 

EDFL Reliability Upgrade- Tunnel 
Determination.June 30, 2010 

Water System Improvement CUW- Pinal EIR <:;crtified July 9, 
l'rotmml 3680·1 2009 
Water System. Improvement CUW- BDPL Reliability Upgrndo ~ PipeliM Final EIR Certified July 9, 
Prosmnn 36802 10® 
Water System Improvement cuw- BDPL No11. l &4Crossnvera Final MND Issued October 31, 

,progmm 38001 2008 
Wutet Sy$tem Improvement cuw. SFPUC/EBMUD lntertie Final ErR Ceiiifitd, SFPUC . 
Program 38901 Approved as Responsible 

All:encv,under C'EQA 
Water System ln:iprovement CUW- Lower Crystal Springs Dam Improvements Final EIR Ccrti fied October 7, 
flroltfRtll 35401 2010 

Water System lmprO".•emcnt 1cuw. New Crystal 'Springs Bypass Tunnel Final BIR Cerdf!ed June 5, 
Pro mm 35601 2008 

Watet System Improvement . CUW· Pul gim Balancing~ Structural Rcl1abilitation and Roaf finalMND1s~ucdMay 14, 
.Prol);ram 36103 Renlacemen! 2009 
Water System [mprovement CUW- l'ulg!lS Balancing • Modificatior.s of the Existing Final EIR Certified Ociobt,lr Hi, 
Program 36105 Dechloraru.illatfon 2000 
Water System Improvement CUW- Peninsula Pipelines Sdi:mic Upgrade 

., 

CEQA Complian~e Pendillg 
Program. 36702. (Certification of Final BlR 

2012} 
Water System. Improvement CUW- Crystal Springs/Sao And!ea,s Tm:t.'1tnisslon Upgra1.:le Final EIR Ceniliad April 22, 
PmS!am 37101 2010 
Water System Jlnprnvement CUW· Crystal Springs Pipeline No. 2 Replacement Final EIR Certified September· 

f Prom:am 37S01 :rn, 2010 



Water System Ittrpwvement cuw. .San Anclt.'™ Pipelitw No. J fostallation Final ErR. Certified. April 2, 
Pro<>rnm 37901 2009 
Water System Improvi."mcmt ! ClJW- Baden and San Pedro Valve Lots Jmprovements Final MND Issued September 
Program I J9!0I 26.2003 
Water Sysrcm lmprovcm.ent CUW· Regional Groundwater Storage and Reeoveey CEQA Compliance Pending: 
Program 30103 (Certification of Final EIR 

1 

Water Byswm Imµrqvement cuw:. University Mound Reservoir· North Basin .'ea! Exemption 
Program · 37201 Dctenninatfon Jsm1ed July l &, 

"-· 
2007 

Water System Improvement CVW· Habitat Reserve Progtrurt CEQA Compliance Completed 
Program 3!'!$02 underV11riou.q WSIP Proiects . 
Watet System !mprtwement cuw. Watershed E.nvironmental lmprovemr.mtProgtam CEQA Compliance C.Ompleted 
Program 39401 · under Various WSJP Projects 
Water System lm:im:ivement' cuw. Sumrnil. Reservoir Rehabilitation Categorical Sxempticn 
Ptogmni 3070\. Determinatiw1 Issued June l 0, 

2003 
Water System Improvement cuw. Hunters Point Reservoir Rehab & Seismic Upgrade Categorical Exempthm 
Program 319fll ·~tennlno.tion Issued Augw.'t 

25iW10 ,, 
Water System Impro\•ement cuw~ Sutro Resetvciir Rcful.b & Seismic Upgrade CEQA Compliance Pending 
Prngmm :mo1 (Categorical Exemption 

l\equ~~t tiled with the Pfonnlng 
De artt!!:_~!!Q 

\Vater System Improvement cuw~ Lake Merced Pump Station Essential Upgrades C~tegoi:icru Exemption 
Progr;m'.l 30901 Determination Issued Jimuruy 

9,2008 
Water System lmprovement CUWw Forest Hill Pump Station Upgrade$ Categorical Exemption 
Program 32001 Detennination Issued· 

November \8,2010 
Wuter Sy$tem Improvement cuw. Alemany Pump Station Upgrades (McLrtren Pal'lc) Categorical Exemption 
Program 32301 Detemiination Issued 

,. 

November 7, ZOU6 



·water System Improvement CUW· La Grande Pump Station Upgrades Categonciil E:tcmption 
l"rogram ·33801 · Detennination Issued February 

10 20(}9 
Water $ystt.>tn: ln1provem.ent CUW· Vista FranciSC-O Pwnp Statkm Uvgrades Categorical Exemp.tiort 
Program 34001 Determination [ssued January 

9,2008 
Water System Impmvement CUW· Li11coln Wny Ttu.nsmissfon Mam cawgori~<il &:emption 
Program 31201 Determination Issued October 

8,2003 
Water System lmprovement CUW· Lake Merced Water Levei'ltestoration CEQA Compliance Pending 
Ptogtatn l 30l01.' (Certification of.Final Ellt 

l 2013) 
V/ater System Improvement I CtJ\V- San.Francisco Groii!tdwaier Supply · CEQA Compliance Pend!ng 
Program ! 30102 . (Certification ofF\nal EIR 

I 2-012) 
Watet Syst~.ffi Tmprovemeut CUW· San Francisco WcstJ.i.<le Recycled Water CEQA Compl!ance Pending 
Program· 

" 
30201 (Certlfication ofFinat EIR 

I 20i:n 
Water System ltnproveroenl cuw- ·Hartling Park Recycled Water Fin!tl EIR. Certified <X:tober ii, 
ProgTam 302(14 2009, SFPUC Approved as 

Respnnsible Asency u11der 
CEOA 

Wutcr System Impt{')Vernent COW- San Fi:imcisco E.'\St!iide Recycled \Yater CEQA Compliance Pending 
},'~ -- 30205 

Facilities Malntetlli.llca - Support Stn:ictmes (Rock River -----·-Hetch Hetchy Water & Power 977-01 Not a projeel under CEQA, 
facHitv tct>.alrs and lt11inn: MOWlsfu Lift Station) rennir of e:dstlng facilitie~ 

ffotch Hetehy Water & fower 917-02 RoofRepla~ment Engineering Building Not a project under CEQA, 
repair of ex.istinl!'. facilities 

Heteh Hctchy Water & l'oWllr 977-03 Hetch Hetchy Mather Fac:ililics - Rehabilitation of Project will undergo CEQA 
Mather Cottage Number 2: oompHance when it is defined 

Hetch Hetchy Water & Power 977-04 Fiber Communications/SCAD A Syi;tems- Optic CEQA compliance pending 
Groundinit Wire Installation, Moccasin to Modesto 

. Hetch Hetchv Water & Power 977.05 Hetoh Hetchv Ro?.ds & Right-of-Way-Rehabilitation of ' Categorical Exemotfon 



M(x:casin Compcmnd Road~, Condition Assessment of approved February 6, 2008 
Transmission Tower Orouncting in Vallev 

Hetch Heteby Water & Pi;iwer 917-07 Repave Hetchy Roads- Tesla fo O'Shauglmessy · C.itegorical Exemption 
aooroved F'ehrunrv 6 2008· 

Heteh Heichy Water & Power 977--03 Retch Hetchy HV AC Units 'Not a pr~ject under CEQA, 
renafr of existing fa.ci!Hies 

-Hetch H1->tchy Wattlr & Power 977~09 SCADA/HM!System Replacement Categorical :e.xc~ption 
®J:)tuvcd March 2007 

Hetch tletchy Watet- /J?,, Power 977-10 Fire Supprt)$.$fon System:- Operatio11s Buildinl;l Not a project under CEQA. 
. . ............. regait of existing fm:ilitles 

1-tetch Hercliy Water & Power 977-11 Hetch Hetohy Electrlcal Upgrades-Upgrades at ,Hctoh Not a project under CEQA, 
Hctchy shops and buildirt~s to comply with "1llf0nt repair of existing focllities 
Electrical Code 

Hetch Hetchy Water & Power 977-12 Wamervillc Bio.-Dlesel Tank ·ciitegorical Exemption 
armroved Amil 46, 2007 

H.::tce.h Hl:tchy Water & Power 977.13 Replacement SCADA Master Project will -undergo CEQA 
comnliance when it ls defined 

Hetch Hetchy Water& Power 977-15 O'Shaughnessy CotWgeNumber l. Roof/ADA Categorical Exemptii;m is.~ued 
Improvements June1, 2007 

Hetch HctcllY Water &. Power 977-17 Bio D(csel Tank/Fncilitfos Repair Categotfoal .Exemption issued 
June 9, 2008 ' 

H~tch Hetchy Water& Power 977 cod W&ter Tanks Tanks at O'Shaughnessy, CEQA compliance pending 
MOCQf!Sin including Modlfiqitiqns fur Monitoring 

Heidt Hetchy Water & Power 977-19 Emergency· Back Up Power at Moccasin Compound ' Categorical Exemptfon issued 
July 14, 201() 

!-lctch Hctchy Water&. PQVffl' , AC Not a project under CEQA, 
re1wlr of existing facilities 

Hctth. Hetchy Water & Power 917·21 Hetch Hctcity Power Security Upgrades - Rehabllitatfon Proj~ will undergo CEQA 
of Adil Gates at Browns Adlt compliance :when it is defined 

Hetc!l lfotehy Water & P -- I-fetch Hetcby Cottage Repairs & Upgrades Roofing and Not a project under CEQA, 
painting of Moccasin Rentals repair of .:'xistfng facilities 

Retch Hctchy \Vatet & Power 977·23 Oil Containment Project Project wHI 'l!ndetgo CEQA 
comnHance when it is defined 



Hetch liktclly Water &. Power !r11:24 HHw:P Small Water System Improvement...: Ultrnvkilet CEQA compliance pending 
Disinfection Systems at O'Shaughncssy, Moccasin and 
Early Intake · 

Hetch Hetchy Water & .l'ower 917-1.$· West Portal Tank Piping Improvements · Project wlll undergo CEQA 
comoli1U1ce when it is defined 

Ifotch Hctchy Water & Powi:r 9"'fTJij; Permit HHWP Rlght-of.way Maintenance Categorical Exemption issued 
Febroarv 6, :mos 

Hetch HeTchy Water & Power 977-27 Mnlher Rehabilitation and Mni:nteriance CEQA compl\ance P!lndin>t 
Hetch Hetchy Water & Power 977-2& Moccasin Fncilitv Uo_B!ades & New Construction CEOA comnllance oendin1' 
Hctch Hetchy Water & Power 977.29 Re·roofKirkwood & Holm Powerhouses Not a project under CEQA, 

repair of exisJ!lYi facilities 
j HetchHctchy Water &.Power 97'1·30 Early Intake Darn Safocy lmprovcmm:itli- fostal1ation .of Categorical Exemption is~ued 

safety rail Novembc.!'2}: 2009 
Het.ch Iktchy Water & Power 9'f7.32 New Microwave Communication Sites I Addendum to Mitigated 

Negative Occ!araikin i.ssued , 
October Hi, ZOOS · 

City Distribution Division WD- 8" Ductile Iron Main (DlM) :Maron Street between .. 

Statutory Exemption CEQA 
2415 Markol l!nd Sutter; Powell Stceet between Jac.!Gon ll!ld Quidelinei; Section lS'.282(k) 

Vallejo; Tuylor Streut bctween Vallejo and Cla)I{ Aubum (Pipeline less rhnn one mile), 
Street between Jackson and Paci£k. CEQA compliante pending 

City Distribution DMsion WD- 8" DIM Laguna Street between M<l!ket and Post Categorical Exemption CEQA 
2439 Guidelines Section 15302(0), 

CEQA comtilianc;; ecnding 
City. Distribution Di:Yision \VD- 22" DIM Cort!illld.Avenue between Blsie and Mission; Statutory Exemption CEQA 

2443 Elsie Street between Cortland and Santa Marina; Santa Guidelines Section I 5282(k) 
Marina Street between Mission and Ehie~ Mission Street (Pipeline le!ls than one mile'), 

>' between Santn Marina and Valencia CEQA comoliam:e pendin1t 
City Distri.bnLion Division WD· &" D1\1 Second Street between Market and How.rrd; Categorical Exempiion CEQ A 

244$ Stevenson Street between First snd 11tird; New · Guidelines Section 1 $302{c), 
Montgomery Strll4t between Market and Howard; Arurle CEQA cmnplian~e pending 
Street, Stevenson Street, Jessie and Minna .Stri>::ts 
between First and Third 

Citv Distrlbut!on Division WD- &"DIM iav• Street betv.rren Sanehezand Castro; 19"' Categorical Exemotion CEQA 



CitY Dlstrihmion Division· 

Gi ty Di.stribu.tion Division 

City Distribution Division 

Cl ty Distribution Division 

Cl ty Distrllrution DMllion 

City Distribution Division 

CitY Distribution DivisiOn 

City Distribution Division 

City Distribution: Division 

WD-
2499 

WD-
2SOS 

WD· 
2506 

WD· 
2613 

wo~ 
2614 

WD-
2515 

WD
. 2616 

Street between Sanchez and Casiro;.Hartford Street 
d 20°•: Noe Street between 171!1 and l 9!h 

S" lssion Street between 17 1 roi.d 20 ; 19 Street 
between Harrison imd Valimcfa; Snn Carlos Street 
between 1 glh and 21 '1; Sycamore Street between Missiun 
and Valencia 
8" DIM Van Ness Avenue between Market and Go!dlllt 
(late 

ll"DIM Jackson Streetbcrween.Grant and Front; 
Sa\:ramento Street between Drumm and B11ttery; 
Washington Street between Drumm and Davls~ Drumm 
Street between Jackson and Washington; Davis Street 
between California and Clay 
8" DlM Clement Street between Argue! lo und 14 ; 
Arguello 13oulevl:U'd bet'Ween Si!Cl'll!nento and Goocy 

&"DIM Florida Street between 16 and 25 

S" DIM 23' Street between Chmch !llld Hoffman 

8" DIM Gr1ie11 Street between Gough and .Broi:iedek 

S" DIM McAllister Street between Divisadero and 
Masonic; Fulton Street between Fillmore and Divfaadero: 
Grove Street between Fillmore and Steiner 
ll" DIM .BnRer St~et between Gtary and Bro~dway: 
Sut~r Striwlt•~!ween Divisadero and Presidio · 

Guidelines Sooth:m I S3Q2(e), 
!iailce endin 

ric~! Exemption CEQA 
Guidelines Sectio!,11.'i:l()Z(c), 
CEQA compliance pending ! . 
Statutory .Exemption CEQA 
Guidelines Section 152S2(k), 
CE A corn Hance ending 
Statutory Exemption CEQA 
Guidelines Section l .52S2(.k), 
CEQA oomplia.nce pending 



2620 Street betweens"' and 17"'; Clyde Street between Lusk Guidelines Section 15J02(c),, 
~d Townsend; Grace Street between Mission and CEQA compilance pending . 

·' Howard; Hallam Stn:et between Folsom~ Srosh; 

City Dis!rlbut!on Division \VD· 
. Laskie Street between Mission anu the end _ 

&"DIM Franklin Street between Pine and Jackson; Categorical Exemption CEQA 
2628 Ocl.ltvia Street between Califomia and Sacramento; GuideHnes Seo1i1>n 15302(c), 

' 
Octavlil Street between \Vashi11won 3lld :Sxoadway; CEQA compliance pendin15 
Octavia Street between Union and Lombard 

City Distribution Division V.'D- 18" DtM Webster Street between Bush an<f Pacific; Statutory Exemption CEQA 
2633 . W cbster. Street between Broadway and Green Guidelines Section l 5282(k.}, i 

CE:QA compliam::e nendillg I 

City Distribution Division WDw .. 3".DlM Castro Streetbetween .23'0 and.24"' Statutory Exemµ1iori CE.QA 
2657 Guidelines Section l 5282(k), 

CIIDA oompl\ance -pending 
Cfty DismblldM Division WO.. S" DIM Keith Street between t<:ey mid Le Conte:;. Le Statutm:y Exempti~1n CEQA 

2E59 · Conte Avenue .between Keith and 3"1 Ouidelineir Section I 5282(k), I 
CEQA compliance pending ! 



SAN FRANCISCO 
PLANNING DEPARTMENT 

Certificate of City and County of San Francisco Planning Department Regarding Proposed 

Sale of Water Revenue Bonds and Other Forms of Indebtedness in an amount not to exceed 

$264,997,468 

I, Lisa M. Gibson, Acting Environmental Review Officer of the Plarining Department of the 
City and County of San Francisco (the Planning Department), hereby certify as follows: 

1. 

2. 

As the Environmental Review Officer (ERO) of the Planning Department, I am authorized to 
certify as to the compliance of the San Francisco Public Utilities Commission (SFPUC) with 
applicable requirements of the California Environmental Quality Act. (CEQA). 

After consultation with the SFPUC, I understand that the SFPUC proposes to sell Water 
Revenue Bonds and Other Forms of Indebtedness in an amount not to exceed $264,997,468, 
including $220,762,620 to finance certain improvements to the Water Enterprise of the City and 
County of San Francisco (the "City") and $44,234,848 to finance certain improvements to the 
Water Enterprise-'related infrastructure of the SFPUC's Retch Hetchy Water and Power System 
(the "Bonds"). · 

3. The improvements proposed for financing include those projects described in the following 
document, attached to this Certificate as Exhibit A. 

4. I understand that Section 8B.124 of the City Charter grants authority to the City's Board of 
Supervisors to approve the issuance of indebtedness, including revenue bonds, by ordinance 
upon two-thirds vote of its members and under certain conditions. A draft of an ordinance 
relating to the Bonds is attached hereto as Exhibit B (the Ordinance.) 

5. I understand that one of the conditions to the Board of Supervisor's authorization of such 
indebtedness is the delivery of .a certificate of the Planning Department regarding the 
additional projects to be financed. 

6. The San Francisco Planning Commission certifies Environmental Impact Reports as they are 
completed pursuant to CEQA. In addition, the Planning Department approves Initial 
Study/Mitigated Negative Declarations, and the ERO approves Categorical Exemptions. 

7. Based on a preliminary review of the additional Projects and discussions with the SFPUC 
regarding the requirements for undertaking such additional Projects, I certify that the Projects 
under the jurisdiction of the SFPUC to be funded with proceeds of the Bonds, as such Bonds is 
described in the Ordinance, (a) comply with applicable requirements of CEQA, or (b) are not 
considered to be projects under CEQA at this time and will undergo CEQA if and when they 
are defined. Pursuant to the provisions of Chapter 31 of the San Francisco Administrative 
Code, any additional Project to be financed will comply with such applicable requirements 
prior to any draw on the Revenue Bonds funds to finance the acquisition or construction of 
such facilities. 

In witness whereof, the undersigned has executed this certification as of this / ~ay of September, 
2016. 

Lisa M. Gibson 
Acting Environmental Review Officer 

www.sfplanning.org 

1650 Mission St. 
Suite 400 
San Francisco, 
CA 94103-2479 

Reception: 
415.558.6378 

Fax: 
415.558.6409 

Planning 
Information: 
415.558.6377 
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Capital 

EXHIBIT A 
WATER ENTERPRJSE REVENUE BONDS AND OTHER FORMS OF INDEBTEDNESS 

FY 2016-2017 AND FY 2017-2018 CAPITAL IMPROVEMENT PROJECTS 

Project Project Title CEQA Compliance 
Number 
CUW27200 Regional Water Treatment A Final Environmental Impact Report (EIR) was certified by the San Francisco 

Program Planning Commission on December 18, 2008 for the San Joaquin Regional Water 
Quality Improvement Project. 

CUW27300 Water Transmission Program As the individual cathodic protection projects are defined, the appropriate CEQA 
compliance document will be prepared; It is anticipated that the individual 
projects will qualify for exemption determinations or MNDs. 

CUW27700 Buildings & Grounds A Final Mitigated Negative Declaration (MND) was adopted by the San Francisco 
Regional Planning Department December 2, 2015 for the Sunol Long Term Improvements 

Project. 
CUW28000 Local Water As the individual water main replacement and rehabilitation projects are defined, 

Conveyance/Distribution the appropriate CEQA compliance document will be prepared; It is anticipated 
that the individual projects will qualify for exemption determinations. 

CUW68600 Automated Water Meter On May 31, 2011 and July 20, 2012 categorical exemption determinations were 
Program issued for the Automated Water Meter Program. 

CUW68800 Buildings & Ground Yard Improvements-As the individual projects are defined, the appropriate 
Improvements CEQA. compliance document will be prepared. 

Fueling Station - A categorical exemption determination for the replacement 
fueling station was issued March 28, 2011. 
CDD Control Center - Planning and Design Phases only, not a "project" under 
CEQA §15378; As the project is defined, the appropriate CEQA compliance 
document will be prepared. 

CUW28200 Systems Monitoring & Planning and Design Phases only, not a "project" under CEQA § 15378; As the 
Control individual projects are defined, the appropriate CEQA compliance document will 

be prepared; It is anticipated that the individual projects will qualify for exemption 
determinations or "not a project" determinations will be issued. 

AUGUST2016 A-1 



Program 

Capital 

EXHIBIT A 
WATER ENTERPRISE REVENUE BONDS AND OTHER FORMS OF INDEBTEDNESS 

FY 2016-2017 AND FY 2017-2018 CAPITAL IMPROVEMENT PROJECTS 

Project Project Title CEQA Compliance 
Number 
CUW27800/ Local Water Supply- Other South San Francisco (SSF) Recycled Water Project-Planning and Design Phases 
CUW28300 Recycled Water Projects/ only, not a "project" under CEQA §15378, The San Francisco Planning 

Local Tanks/Reservoir Department will not be the CEQA Lead Agency for the project. The SFPUC will 
Improvements review and confirm the adequacy of the document prepared by the CEQA Lead 

Agency (City of South San Francisco) and prepare responsible agency findings 
under CEQA § 15096. 
Menlo Country Club (MCC) Recycled Water Project - Planning and Design 
Phases only, not a "project" under CEQA § 15378, The San Francisco Planning 
Department will not be the CEQA Lead Agency for the project. The SFPUC will 
review and confirm the adequacy of the document prepared by the CEQA Lead 
Agency (City of Woodside or City of Redwood City) and prepare responsible 
agency findings under CEQA § 15096. 
Daly City Recycled Water Expansion Project - Planning and Design Phases only, 
not a "project" under CEQA § 15378, The San Francisco Planning Department 
will not be the CEQA Lead Agency for the project. The SFPUC will review and 
confirm the adequacy of the document (an MND is currently being prepared) 
prepared by the CEQA Lead Agency (City of Daly City) and prepare responsible 
agency findings under CEQA § 15096. 
Presidio-Marina Recycled Water Pipeline Project - Planning and Design Phases 
only, not a "project" under CEQA §15378. 

College Hill Reservoir Outlet Structure Upgrade - As the project design is 
completed, the appropriate CEQA compliance document will be prepared; It is 
anticipated the project will qualify for an exemption determination~ 
Merced Manor Reservoir Improvements - Planning and Design Phases only, not a 
"project" under CEQA § 15378; As the project design is completed, the 
appropriate CEQA compliance document will be prepared; It is anticipated the 
project will qualify for an exemption determination. 
Forest Hill Tanks Water Quality Improvements - Planning and Design Phases 
only, not a "project" under CEQA § 15378; As the project design is completed, the 
appropriate CEQA compliance document will be prepared; It is anticipated the 
project will qualify for an exemption detennination. 

AUGUST2016 A-2 
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Capital 

Capital 

Capital 

Capital 

Capital 

Capital 

EXHIBIT A 
WATER ENTERPRISE REVENUE BONDS AND OTHER FORMS OF INDEBTEDNESS 

FY 2016-2017 AND FY 2017-2018 CAPITAL IMPROVEMENT PROJECTS 

Project Project Title CEQA Compliance 
Number 
CUW28400 Pump Station Upgrades As the individual projects are defined, the appropriate CEQA compliance 

document will be prepared; It is anticipated that the individual projects will 
qualify for exemption detenninations or :MNDs. 
McLaren Park Pump Station - Environmental review has not been initiated. 
Bay Bridge Pump Station - Environmental review has not been initiated. 

CUW30102 San Francisco Groundwater A Final Environmental Impact Report (EIR) was certified by the San Francisco 
Supply Planning Commission on December 19, 2013 for the San Francisco Groundwater 

Suoolv Proiect. · 
CUW30201 SF Westside Recycled Water A Final Environmental Impact Report (EIR) was certified by the San Francisco 

Project Planning Commission on September 3, 2015 for the San Francisco Westside 
Recycled Water Project. 

CUHlOOOO Water Infrastructure A Final Environmental Impact Report (EIR) was certified by the San Francisco 
Planning Commission on December 18, 2008 for the San Joaquin Regional Water 
Quality Improvement Project. As the individual renewal and replacement projects 
are defined, the appropriate CEQA compliance document will be prepared. 

CUH10200 Joint Water Projects - Retch As the individual projects are defined, the appropriate CEQA compliance 
Hetchy Facilities Upgrades document will be pre<pared; It is anticipated that the individual projects will 

qualify for exemption determinations or :MNDs. 

CUH10220 Mountain Tunnel Mountain Tunnel Adits and Access Improvements and Emergency Restoration · 
Plan-A categorical exemption determination was issued August 21, 2015. 
Mountain Tunnel Inspection and Repairs - A categorical exemption determination 
was issued March 15, 2016. 
Mountain Tunnel Bypass - Planning and Design Phases only, not a "project" 
under CEQA &15378; Environmental review has not been initiated. 
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PUBLIC UTILITIES COMl\USSION 
City and County of San Francisco 

RESOLUTION NO. --=-16.:...-=01=87"'----

WHEREAS, At a duly called and held election on November 5, 2002, a majority of· · · 
voters voting on the measure approved Proposition E ("Proposition E of 2002';) which, among 
other things, amended the Charter of the City and County of San Francisco (the "City") to 
authorize the Public Utilities Commission (the "Commission") of the City to issue revenue 
bortds, including notes1 commerciql paper or other forms of indebtedness, when authorized by 
ordinance approved by a two-thirds. vote of the Board of Supervisors of the City (the ''Board"), 
for the purpose of reconstructing, replacing, expanding, repairing or .improving water facilities 
under the jurisdiction of the Commission, subject to satisfaction of certain conditions; and 

WHEREAS, 111e authority to issue revenue bonds pursuant to Proposition E of 2002 is 
expressly notwithstanding, and in addition to, the authority granted to the Board under Section 
9 .107 of the City Charter (hereinafter the "Charter"), to provide for the issuance of revenue 
bonds of the City upon the assent of a majority of the voters upon any propositio1i for the 
issuance of tevenue bonds; and 

WHEREAS, At the duly culled and held revenue bond election on November 5, 2002, a 
rnajority of voters voting on the measure further approved, under the authority of Charter Section 
9.107, Proposition A (''Proposition A of 2002") which, among other things, authorized the 
Commission of the City to issue its revenue bonds and/or other forms of revenue financing in a 
principal amount not to exceed $1,628,000,000 (such authorized amount being subject to 
reduction to the extent projects designed and intended in substantial part to improve the 
reliability of the Cityt s regional water system are issued by the San Francisco Bay Area Regional 
Water System Financing Authority) for the purpose of financing the costs of acquisition and 
construction of improvements to the Citi s water system, capitalized interest and all cost".l and 
expenses incidental to such improvements; including but not limited to engineering~ inspection, 
auditing, legal and fiscal agent fees and costs of issuance; and 

WHEREAS, Section 9.109 of the Charter authorizes the Board to provide for the· 
issuance of revenue refunding bonds. for which no vote.r approval is requirec4 for the purpose of 
refunding any outstanding revenue. bonds of the City provided such refunding bonds are 
expected to result ln net debt service savings to the City on a present value basis, calculated as 
provided by ordinance; and 

WHEREAS, Pursuant to Proposition E of 2002, or, as applicable, Section 9.109, and 
various ordinances and resolutions adopted by the Board rind this Commisskm thereunder 
(collectively. the ''Authorizing Legislation''), there is outstanding (as of September 1, 2016) 
$2,667,497 ,OOO aggregate principal amount of water revenue bonds; and 

WHEREAS, Pursuant to the Authorizing Legislation, a commercial paper program for 
the water enterprise has. been authorized in an aggregate principal amount not to exceed 
$500,000,000 (the "Authorized CP"), with approximately $236,000,000 principal amount of 
such Authorized CP issued an.d outstanding as of September 1, 2016 (the ''Outstanding CP"); and 
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WHEREAS, fa addition to the Authorized CP, pursuant to the Authorizing Legislation, 
as ·of September l, 2016, there are authorized but unissued water revenue bonds in an aggregate 
principal amount of $555,150, 191; and 

WHEREAS, Pursuant to Proposition A of 2002 or, as applicable, Section 9.109, and 
various ordinances and resolutions adopted by the Boru·d and this Commission thereunder, there 
is outstanding (as of September l, 2016) $1,135,555,000 aggregate principal amount of water 
revenue bonds; ~mcl · 

WHEREAS, Pursuant to Proposition A of 2002, and various ordinances and resolutions 
adopted by the Board and this Commission thereunder, as of Septetnber 1, 2016, there are 
authorized but unissued. water revenue bonds in an aggregate principal amount of $279,665,000; 
und 

. WHEREAS, Under the authority granted or proposed to be granted qnder the Authorizing 
Legislation, it ls proposed that the Coriunissfon issue (i) one or more seties of water revenue 
refunding bonds for the princlpal purpose of refunding for debt service savings outstanding water 
reve.nue bonds in an aggregate principal amount not to exceed $1,lOOt000,000 and subject to the 
other limitations as provided herein (the !<Refunding Bonds"). and (ii) one or more series of 
water revenue bonds for the principal purpose of refunding all or a portion of the Outstanding CP. 
and paying for certain improvements to the City's water system ("CP Take~Out Bonds~11 and 
together with the Refunding Bonds\ the "Bonds"), in an aggregate principal amount not to 
exceed $295,000,000, all pursuant tq the Amended and Restated Indenture, dated as of August 1, 
2002 (a.$ the same has been further am.ended and supplemented, the "Indenture"), by arid 
between the Connnission and U.S. Bank National Association, as hustee (the "Tntstee"), and 
one or more addltional supplemental indentures as herein provided; and 

WFIEREASi The refonding of certain of the Commission's outstanding water revenue 
bonds as proposed is to be accomplished by depositing proceeds of the Refunding Bonds and 
certain other amounts in one or more.irrevocable escrow funds, each established and held in trust 
by the tmstee for the bonds to be refunded pursuant to one or more esGrow agreements between 
the Commission and said trustee (each, an ''Escro\V Agreement))), which moneys and the 
investment income thereon are to be applied to pay the principal of and the interest and 
redemption premium, if any, on the applicable bonds to be refunded as provided therein; and 

WHEREAS, It is. proposed that the Refund.Ing Bonds be issued :in one or more series as 
obligations the interest on which .is exempt from federal income tax, and that the CP Take-Out 
Bonds be issued in one or more .series as obligations the interest ori. which may or may not be 
exempt from federal income tax,, each pursuant to one or more supplemental indentures, between 
the Commission and the Trttslee (each, a "Supplemental Indenture"); and 

WHEREAS, It ls proposed that the Refunding Bonds be sold in a negotiated sale 
pursuant to a Bond Purchase Contract (the "Refunding Bond Purchase Contract"); and 

WHEREAS, It is proposed that the CP Take-Out Bonds be sold in a competitive sale 
pursuant to an official notice of sale (the "Official Notice of Sale") and a notice ·of intention to 
sell bonds (the "Notice of Intention"). or in a negotiated sale pursuant to a Bond Purchase 
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Contract (the "Taxable Bond Purchase Contract/' and each of the Refunding Bond Purchase 
Contract and the Ta.xable Bond Purchase Contract being referred to herein as a "Bond Purchase 
Contract'')~ or in some combination of competitive and negotiated sales; and 

\VHEREAS, It is proposed that one or more preliminary official statements for the Bonds 
(each, a "Preliminary Official Statementl') and one or more official statements for the Bonds 
(each, atl ·~official Statement") be used in connection with the offering and sale of the Bonds 
from time to time; and 

WHEREAS. It is proposed that one or more continuing disclosure certificates (each. a 
. "Continuing Disdosure Certificate") be executed and delivered with respect to the. Bonds in 
order to assist the purchasers or underwriters thereof in complying with Securities and Exchange 
Commission Rule 15c2-12 ("Rule 15c2-12"); and 

WHEREAS, The voters of the City approved Proposition P in November 2002 
("Proposition P"), pursuant to which this resolution and the Bonds are subject to the provisions 
of Section SA.30 et seq. ("Public Utilities Revenue Bond Oversight Committee") of Chapter V 
of the San Francisco Administrative Code, including the requirement that~ to the extent permitted 
by Jaw and to the extent not already paid from the proceeds of any previous issue of commercial 
paper or bonds, one-twentieth of one percent (0.05%) of the gross proceeds of the Bonds 
(excluding the Refunding Bonds) shall be deposited in a fund established by the Office of the 
Controller of the City (the "Controller's Office") and appropriated by the Board at the direction 
of the Public Utilities Revenue Bond Oversight Comr.nittee to cover the costs of said committee~ 
and 

WHEREAS, 2016 Series AB Water Revenue Refunding Bonds: The revenue bonds being 
refunded include refunding bonds, 2006 B and 2006 C, bonds that funded the Water Enterprise 
capital project Advanced Metering Infrast:mctute (AMI}t 2010 A, and WSIP capital projects, 
2009 A. 2009 B* 2010 F. AU environmental review related to ·the AMI project has been 
completed. AU environmental review related to these WSIP projects has been completed as part 
of the WSIP programmatic EIR. 

2016 Series C Ta.xable Water Revenue Bonds: The Series C Bonds will refund previously issued 
commercial paper used to. fund WSIP projects as well as provide additional funds for new WSIP 
project costs. All environmental review related to these WSJP projects has been cornpleted as 
part of the WSIP programmatic EIR. 

A Final Progran1 E1R ("PE1R';) was prepared for the WSIP and certified by the Planning 
Commission on October 30, 2008 by Motion No. 17734; and thereafter, this Commission 
approved the WSIP and adopted findings and a Mitigation Monitoring and Reporting Program 
(MlV1RP) as required by the California Environmental Quality Act ("CEQN') on October 301 

2008 by Resolution No. 08-200; and the PEIR has been made available for review by the 
Commission. and the public, and is part of the record before this Commission. 
In May 201 l the Environmental Review Officer issued a Certificate of the City and County of 
San Francisco Planning Department grunting authority to the Board of 
Supervisors for the issuance of the debt including the issuance of commercial paper. 
Funds generated from the proposed credit facility agreements may be used for. planning, 
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design and construction of Water Capital Program projects identified in Exhibit A 
of the Certificate. In August 2016 the Environmental Review Officer reissued the Certificate of 
the City and County of San Francisco Planning Department with the same provisions as the May 
2011 Certificate. Should projects be included that are not identified on the subject Exb.lbit A, 
issuance of a subsequent Certificate by the Environmental Review Officer would be required. 

The Commission has reviewed and ctmsidered further WSIP project specific Final EIRs 
(''FEJRs") and Mitigated Negative Declarations ('"MNDs") and adopted findings and ?vfNfRPs, 
which are on file with the Commission Secretary, and finds that the PEIR, FEIRs and Mi'l'Ds are 
adequate for its use as the decision making body for the actions taken herein. ·and hereby 
reaffim1s the previously adopted CEQA flr1dings, including the Statements of Overriding 
Con.Sideradons and the Mi.\1RPs and incorporates the same herein as part of this Resolution. by 
this reference thereto. The Com.mission further finds that there have been no substan.tiai Pro.gram 
or project changes and no substantial changes in. circumstances that wocld require ID£:\]Or 
revisions to the PEIR; FEIRs and. MNDs due to the involvement of .new significant 
environmental effects or an increase in the sevedty of previously identified significant impacts, 
and there is no new .information of substantial importance that would change tbe conclusions .set 
forth in the PEIR, FEIRs and MNDs. 

WHEREAS, The Commission has been presented with and has examined the proposed 
forms o.fa Supplemental. Indenture for each series of Bonds, and forms of an Official Notice of 
Sale, a Notice of Intention; a Bond Purchase Contract; an Escrow Agreement, an Official 
Statement and a Continuing Disclosure Certificate; n.nd 

WHEREAS, Without further approval of the Board, btit subject to the requirements set 
forth in applicable Board resolutions a11d ordinances and the requirements of the Indenture, the 
Commission is duly authorized and empowered, pursuant to each and every requitemerit of law~ 
to authorize the foregoing transactions and issue the Refunding Bonds and to authorize the 
execution and delivery (as applicable) of a Bond Purchase Contract, an Official Statement an 
Escrow Aweement, a Continuing Disclosure Certificate and related documents, each as 
appropriate for any series of Refunding Bonds, fur the purposes, in the ·manner and upon the 
terms provided.herein;. and 

WHEREAS, Subject to the approval ofthe Board pursuant to the terms of a proposed 
resolution to be submitted to the Board for its consideration, a form of which proposed resolution 
is presented before this Commission (the "Proposed Board Resolutiont'), the Commission is duly 
authorized and empoweredt pursuant to each and every requirement of law, to issue the CP Take
Out J;3onds and to authorize the executi.on and delivery of a Supplemental Indenture for each 
series of CP Take-Out Bonds, and the publication and/or execution and deHvery {as applicable) 
of an Official Notice of Sale, a Notice of Intention; a Bond Purchase Contract, an Official 
Statement, an EscrO\V Agreement, a Continuing Disclosure Certificate and related documents, 
each as appropdate for any series of Bonds, for the purposes, in the manner and upon the terms 
provided herein; nnd, now therefore, be it 

RESOLVED by the Public Utilities Commission of the City and County of San 
Francisco, as follmvs: 
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Section L Issuance of the Bonds. The issuance of the Refunding Bonds, in one or 
more series and on one or more dates, in an aggregate principal amount not exceeding 
$1, 100,00Q,OOO, is hereby authorized and approved by the Commission, subject ta the limitations 
and conditions provided herein. The Refunding Bonds may be issued (a) for the purpose of 
refunding outstanding water revenue bonds of the Commission without limitation as to principal 
amount, provided that such Refunding Bonds (i) satisfy the conditions and requirements set forth 
in applicable Board resolutions and ordinances, and applicable requirements of the Indenture, 
including without limitation Section 3.04 or Section 3.05 of the Indenture. (ii) satisfy the 
applicable requirements of the City's policies and procedures for refunding bonds~ and (Hi) are 
authorized to be issued under either (A) Section 9.l09 of the Charter, (.B) Proposition.E of 2002. 
or (C) Proposition A of 2002 (including related ordinances and resolutions of the Board); and (b) 
to pay the costs of issuance of the Refunding Bonds. If determined to be beneficial to the 
Conunission by the General Manager; \vith the advice of Montague De.Rose and Associates. 
LLC and Backstrom McCarley Berry & Co .• LLC, the financial advisers to the Commission with 
respect to the Bonds (together, the "Financial Advisorsn), the Refunding Bonds may also be 
issued for the secondary purposes of providing funds to pay for (y) any credit enhancement of 
any Refunding Bonds (including without limitation bond insurance policies and/or reserve :fund 
surety bonds or insurance policies), and (z) the funding of debt service reserves for the 
Refunding Bonds. 

If the Board adopts the Proposed Board Resolution, the issuance of the CP Take-Out 
Bonds pursuant to Proposition E of 2002, in one or more series and on one or more dates; in an 
aggregate principal amount not to exceed $295,000,000, is hereby authorized .and approved by 
the Commission, subject to the limitations and conditions provided herein. The CP Take-Out 
Bonds may be issued for the purpose of providing funds (a) for j;he refunding of all or a portion 
of the Outstanding CP, (b) to pay for certain improvements to the City's water system, (c) to pay 
capitalized .interest on the CP Take-Out Bonds and (d) to pay the costs of issuance of the CP 
Take-Out Bonds. If determined to be beneficial to the Commission by the General Manager, 
with the advice of the Financial Advisors~ the CP Take~Out Bonds may also be issued for the 
secondary purposes of providing funds to pay for (i) any credit enhanceme11t of any CP Take-Out 
Bonds (including without limitation bond insurance policies and/or reserve fund surety bonds or 
insurance policies), and (ii) the funding of debt service reserves for the CP Take-Out Bonds or 
for other bonds issued under the Indenture. 

The Refunding Bonds shall be issued in accordance with this resolution, the Indenture, 
applicable Board ordinances and resolutions and Section 9.109 of the Charter. The CP Take~Out 
Bonds shall be issued in accordance with this resolution, the Indenture, Propositfon E of 2002, 
applicable Board ordinances and resolutions. inch.tding (without limitation) the Proposed Board 
Resolution* and the Charter. The General Manager fa hereby authorized and directed to 
determine the aggrngate principal amount of Bonds to be issued from time to time (subject to the 
maximum amount and further limitations and conditions set forth herein) and to determine the 
various titles and series designations of the Bonds, The Refunding Bonds shall be issued as 
obligations the h1terest on which is exempt from federal income tax. The CP Take~Ont Bonds 
may be issued as obligations.the interest on which is subject to federal income ta,"{, The forms of 
the .Bonds. in substantially the forms set fo1th in the forms of the Supplemental Indentures 
presented to this meeting, are hereby approved. Tbe General Manager of the Commission is 
hereby authorized and directed to approve and to execute the Bonds by manual or facsimile 
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s.ignature1 and the Secretary of the Commission is hereby ~utborized and directed to attest, by 
manual or facsimile signature, with such changest udditions, amem:iments or modifications 
thereto which they may approve with the advice of the City Attorney, such approval to be 
conclusively evidenced by the execution and delivery of the Bonds; subject to the limitations set 
forth In Section 2 hereof: 

Section 2. ·Sale or the Bonds. The sale of the Bonds, in one or more series and on 
one or more dates, is hereby authorized and approved by the Commission, subject to the 
limitations and conditions provided herein and in applicable Board resolutions, including with 
respect to the CP Take~Oi.lt Bonds, the Proposed Board Resolution, and ordinances. The 
Commission hereby determines that (i) the saJe of ·the Refuniling Bonds through a negotiated 
process 1s likely to enhance the ability of the Commission to timely sell the Refunding Bonds or 
to achieve a lower overall cost to the Commission, or both, and (jj) the requirements of Settion 
VTII .of the Commission's Debt Management Policies and Procedures, as the same has been 
amended and is in effect on the date hereof, have been satisfied, a,nd thq.t the Refunding B'onds 
ate authorized to be l.lold on a negotiated basis. The Commission delegates to the General 
Manager the. authority to determine, with the advice of the Financial Advisors,, whether to sell 
the CP Take:-Out Bonds from. time to time by negotiated sale or competitive sale, provided that 
the OeneralManagershall not approve the sale of the CP Tnke~Out Bonds on a negoti.ated basis 
until he determin~$t upon .consultation with the Financial Advisors, that (i) the sale of the CP 
Take~Out Bonds through a negotiated process is likely to enhance .the ability ofthe Conitrrlssion 
to timely sell the CP Take-Out Bonds or to achieve a lower overall cost to the Commission, or 
both, and (ii) the requirements of Section VTII of the Commission's Debt Management Policies 
and Procedurest as the same may have been amended and in effect at the tirrte of such 
determination, have been satisfied. Subject to the other limitations provided herein and in 
applicable Board resolutions and ordinances, the interest rate or rates on the Bonds shall not 
exceed. twelve percent (12%) and the final maturity o,f any Bonds shall not be later than 40 years 
after the issue date thereof. 

Section 3. · Escrow Agteement. The proposed form of Escrow Agreement sttbmitted 
to this Commission, and the terms and conditions thereof, is hereby approved. !n order to 
implement any refunding authorized herein, the General Manager or his designee is hereby 
authorized to: enter. into one or more Escrow Agreements· with the trustee of the water revenue 
bonds to be refunded, substantially in the form presented to. this meeting and on file with the 
Secretary of the Commission, with such changes and additions as the General Manager may 
approve upon consultation with the City Attorney~ each such approval to be evidenced 
conclusively by the delivery to the trustee of such Escrow Agreement. The Secretary of the 
Conunission is directed to file a copy of said form, of Escrow Agreement with the minutes of this 
meeting. · 

Section 4. Disposition of Revenues; Rate Covenant. Section 5..0l(b) of the Indenture 
which sets forth th~ disposition of Revenues (as defined in the Ii1denture) applicable to the 
Commission:;s Water Enterprise Bonds is hereby confirmed by the Commission and the 
Commission further confirms, pledges and covenants with the holders of the Bonds that the 
Revenues shall be appropriated and expended iil the order of priority set forth in Section 5.0l(b) 
of the Indenture, as the same may be amended from time to time. This Cominlssion also 
declares tbat the Commission will comply with all of the terms, provisions and covenants 
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contained in the Indenttire, as the same may be mnended from time to time, including the 
covenants to establish, fix, prescribe and collect rates1 fees and chaxges sufficient to enable the 
Commission to comply with the terms, conditions and covenants of the Indenture. 

Section 5. Supplemental Indentures. The proposed forms of Supplemental Indenture 
for each series ofBonds submitted to this Commission, and the terms and conditions thereof, are · 
hereby approved. The General Manager of the Commission or the General Manager1s designee 
is hereby authorized and directed to execute and deliver and the Secretary of the Commission or 
the Secretary's designee is authorized to attest one or more Supplemental Indentures in such 
forms, with such additions thereto or changes therein which they may approve with the advice of 
the City.Attorney, such approval to be cm1clusively evidenced by the execution artd delivery of 
such Supplemental Indentures. The Secretary of the Commission .fa directed to file a copy of 
each form of Supplemental Indenture with the minutes of this meeting. Subject to the further 
limitations hereof. the principal amount, date, maturity date or dates, maximum .interest rate or 
rates1 series designati6n, interest payment dates, forms,·registration privileges1 place or places of 
payment, terms of redemption, insurance provisions and other terms of the Bonds shall be as 
provided in the Indenture. 

Section 6. Preliminary Official Statement and Official Statement One or more 
Preliminary Official Statements, in substantially the form submitted to the Conmussion, is 
hereby approved, and the General Manager or the General Manager's de.signee is hereby 
authorized to certify from time to time, for and on behalf of the Commission, that such 
Preliminary Official Statement, with such changes, additiOns and supplements as they 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 Rule 15c2-12 (except for the 
omission of certain final pricing. rating and related information as p.ermitted by Rule l5c2~ 12) . 
.Such Preliminary Official Statement is hereby authorized to be used from time to time in 
connection with the marketing of the Bonds and the Official Notice of Sale for the Bonds, if 
applicahle. In connection with the sale of all or a portion ofthe Bonds, the General Manager or 
the General Manager's: designee .is hereby a~1thorized and directed, for and on behalf of the 
Commission~ to execute one or more Official Statements for such Bon.ds. in substantially the 
form of such Preliminary Official Statement, and to cause the delivery of such Official Statement 
to the purchasers of such Bonds. Notwithstanding the foregoing authorization, Commission staff 
Is hereby directed to return to the Commission for authorization of any Pt-eUminary Official 
Statement or Oilicial Statement to be used in connection with any sale of Bonds that is to occur 
more than ninety (90) days following the earlier of (i) the first sale of Bonds pursuant to the 
authority granted hereunder or (ii) the most recent Commission approval of the form of such 
Preliminary Official Statement or Official Statement. 

Section 7. Com12etitive . Sale: Official Notice of Sale. If the General Manager 
determines to sell all or a portion of the CP Take-Out Bonds by competitive sale from time to 
time, the proposed form of Official. Notice of Sale inviting bids for such CP Take-Out Bonds, 
submitted to this Commission, is hereby approved, and the Financial Advisors are hereby 
authoriZed and directed to disseminate the Official Notice of Sale to prospective bidders in 
connection. with each sale of such CP TakeMOut Bonds, with such a,dditions, changes and 
corrections thereto as the Generul Manager shall approve with the advice of the City Attorney, 
such approval to be conclusively evidenced by the dissemination thereof to prospective bidders. 
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Jn a competitive sale, sealed proposals shall be ree.eived on such date or dates as shall be selected 
and changed as necessary by the General Ivfanager for the purpose of the sale of the CP Take-Ol1t 
Bonds, in accordance with the terms and conditions of the applicable Official Notice of Safo. J:n 
a competitive sale, the Genefr1l Manager is hereby authorized to award the CP Take-Out Bonds. 
to be sold to the highest responsible bidder, so long as such bid shall provide a true interest cost 
to the Comn.tlssion of not to exceed twelve percent (12%) per rummn, and the p:rice to be paid to 
the Commissfon for such series of CP Take-Out Bonds shall not be less than the par value 
thereof, less a total discount of not to exceed five percent (5%). If such true interest cost and 
price are acceptable to the General Manager and satisfy the foregoing criteria, the General 
Manager is hereby authorized and directed to accept, on behalf of the Commission, the best 
responsive bid for such series of CP Take-Out Bonds. The Secretary of the Commission is 
directed to file a copy of the proposed form of Offich.il Notice of Sale with the mi.nutes of this 
meeting, 

Section 8. Notice of IntentiQn.· The proposed form of Notice of Intention submitted 
to this Commissfon is hereby approved. If the General Manager determines to sell all or a 
portion of the CP Take~Out Bonds by c.ompetitlve sale, the General Manager or the· G~nera! 
Ivlanager~s designee is hereby authorized and directed to c:ause a Notice of Intention, subject to 
such corrections, revisions or additions as may be approved by the General Manager (such 
approval to be. conclusively evidenced by the publication thereof), to be published once at least 
five (5) days before the date. of sale of the applicable series of CP Take-Out Bonds in a financial 
newspaper of general circulation in the City and in a financial publication generally circulated . 
throughout the state or reasonably expected to be disseminated among prospective bidders for 
the CP Take-Out Bonds. The Secretary of the Commission is directed to tile a copy of said form 
of Notice of Intention with the mlnutes of this meeting. 

Section 9. Nezotiated Sale: Bond Purchase Contract. For the Refunding Bonds, and, 
if the General Manager determines to. sell all or a portion of the CP Take~Out Bonds by 
negotiated sale from time to time pursuant to the authority granted in Section 2 hereof, for such 
CP Take-Out Bonds, the General Manager is hereby authorized to select and appoint one or more 
underwriters (eatb~. an .. Underwriter" and; collectively, the "Underwriters") from the 
Commission's or the City's pool of prequalified undenvriters 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 behqJf of 
and in the nai:ne of the Commission; to sell such Bonds atone or more negotiated salesJn such 
principal amount a<; the General Manager may detenninet subjec~ to the D.1rther limitations and 
conditions hereof. The General Manager or his. designee is hereby· authorized to enter into 9ne or 
more Bond Purchase Contracts with one or more of the Underwdters, 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 Commission, \V.ith such changes and additions ~s the 
General Manager may approve upon consultation with the City Attorneyt such approval to be 
evidenced conclusively by the execution and delivery of each such Bond Purchase Contract; 
provided, however, tba·t the total compensation. to the Underwriters shall not exceed one percent 
(l % ) of the par value of the Bonds to he sold pursuant to any such Bond Purchase Contract. 
Bonds sold in a negotiated· sale shall be delivered to the Underwriters upon paymeilL of the 
purchase pdce agreed upon in the applicable Bond Purcha.Se Contract, together with accrued 
interest, if any. · 
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Section 10. Cogti11uing Disclosure Certificate. The proposed fonn of Continuing 
Disclosure Certificate for the Bonds, submitted to this Commission, is hereby approved. The 
General Manager or the General 1\ilanager's designee is hereby authorized and. directed to 
execute one or more the Continuing Disclosure Certificates 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 or the designee thereof shall approve with the 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 dire.cted to file a 
copy of said form of Continuing Disclosure Certificate with the minutes of this meeting. 

Section 11. Submission of Proposed Board Resolution, The issuance of the CP Take-
Out Bonds is subject to adoption of the Proposed Board Resolution by the Board, and approval 
by the Mayor. The General Manager is. hereby authorized and directed to subi:nit the Proposed 
Board Resolution to the Board of Supervisors. 

Section, 12. Proposition P. Pursuant to Proposition P, this resolution and the Bonds 
are subject to, and incorporate by reference, the requirements of Proposition P. Pursuant to 
Proposition P~ ta the extent permitted by law and to the extent not nlready paid from the proceeds 
of any previous issue of commercial paper or bonds. one:..twentieth of one per.cent (0.05%) of the 
gross proceeds of the Bonds (excluding any Refunding 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 established by Proposition P to cover the 
costs of said committee. 

Section 13. General Authority. The General Manager. the Deputy General Manager 
and Chief Ope.rating Officer and the Assistant General Manager, Business Services and Chief 
Financial Officer, of the Commission and the officers of the City a.re hereby authorized and 
directed, each acting alone. for and i~ the name and.on behalf of this Commission, to execute and 
deliver any and all documents, certificates and representations. including~ but not limited to, 
signature certificates, no-litigation certificates, tax certificates, letters of representation relating 
to book-entry registration, custody agreements, filing agent agreements, and certificates 
conceming the contents of any Official Statement and any Preliminary Official Statement, to 
contract for municipal bond insurance for all or a portion of the Bonds if determined by the 
General Manager. with the advice of the Financial Advisots, to be beneficial to the Commission, 
to contract for one or more surety bonds or insurance policies for the debt service reserves for the 
Bonds if determined by the General Manager, with the advice of the Financial Advisors, to be 
beneficial to the Commission, to do any and all things and take any and all actions which may be· 
necessary or advisable, in their discretion, to accomplish the intent and purposes of this 
resolution including the issuance and sale of the Bonds, the financing or refmancing of the 
projects, the refi.mding of outstanding water revenue bonds or commercial paper, and the other 
actions which the Commission has approved in this resolution. The General Manager is 
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 
Corn.mission are hereby authorized to delegate any of the actions on their behalf set forth herein 
to another officer or employee of the Commission. 
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Section lA Ratification. All actions heretofore taken by the officers, employees and 
agents of the Commission with respect to the authorization, sale and issuance o:f the Bonds prior 
to the date hereof and in accordance with the provisions hereof ure hereby approved, confimied 
and ratified. 

Section 15. Effective Date. This resolution shall take effect from and after its 
adoption. 

1 liereby certify that tbe foregoiltg r~solution was a.dopted by the Public Utilities C01fm1ission at 
lts meeting September 13, 2016. 

Don'ila Hood 
Secretary, Public Utilities Commission 
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San Francisco 
Water 
Services of the San Francisco Public Utilities Commission 

525 Golden Gate Avenue, 13th Floor 

San Francisco, CA 94102 
T 415.554.3155 

F 415.554.3161 

TIY 415.554.3488 

I 9 AH 10: 13 

TO: Angela Calvillo, Clerk of the BoaKli-----=P,_, • ....,T ____ _ 

FROM: John Scarpulla, Policy and Government Affairs 

DATE: September 16, 2016 

SUBJECT: Public Utilities Commission - Issuance of 2016 C Water 
Revenue Bonds 

Attached please find an original and one copy of a proposed resolution 
approving the issuance of water revenue bonds to be issued by the Public 
Utilities Commission of the City and County of San Francisco pursuant to prior 
ordinances and the Charter of the City and County of San Francisco; affirming 
covenants contained in the indenture pursuant to which water revenue bonds 
are issued; authorizing the taking of appropriate actions in connection 
therewith; and related matters. 

The following is a list of accompanying documents (2 sets): 
1. Board of Supervisors Resolution 
2. SFPUC Resolution 16-0187 
3. 21 st Supplemental Indenture 
4. 22nct Supplemental Indenture 
5. 23rct Supplemental Indenture 
6. Official Notice of Sale 
7. Notice of Intention to Sell 
8. Bond Purchase Contract 
9. Preliminary Official Statement Series AB 
1 O. Preliminary Official Statement Series C 
11. Escrow Agreement 
12. Continuing Disclosure Certificate Series AB 
13. Continuing Disclosure Certificate Series C 
14. 2011 CEQA Planning Certificate 
15. CEQA Planning Certificate Water Enterprise FYs 2017-2018 

Please contact John Scarpulla at ( 415) 934-5782 if you need additional 
information on these items. 

Edwin M. lee 
Mayor 

Francesca Vietor 
President 

Anson Moran 
Vice President 

Ann Moller Caen 
Commissioner 

Vince Courtney 
Commissioner 

Ike !(won 
Commissioner 

Harlan L Kelly, Jr. 
General Manager 


