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Petitions and Communications received from December 29, 2017, through January 12, 
2018, for reference by the President to Committee considering related matters, or to be 
ordered filed by the Clerk on January 23, 2018. 
 
Personal information that is provided in communications to the Board of 
Supervisors is subject to disclosure under the California Public Records Act and 
the San Francisco Sunshine Ordinance.  Personal information will not be 
redacted. 
 
From the Juvenile Probation Department, pursuant to Administrative Code, Section 
12I.5, submitting a Semi-Annual Report on Civil Detainers and Communications with 
Federal agency charged with enforcement of the Federal Immigration law. Copy: Each 
Supervisor. (1) 
 
From the Department of Public Works, pursuant to Resolution No. 444-17, awarding 
Design Space Modular Buildings Inc. a contract to design, fabricate, deliver and install 
modular trailers for the navigation Centers at 125 Bayshore Blvd. and Division Circle. 
Copy: Each Supervisor. (2) 
 
From California Fish and Game Commission, pursuant to various sections of the Fish 
and Game Code, submitting a notice of regulatory action relating to waterfowl 
regulations. Copy: Each Supervisor. (3) 
 
From California Fish and game, submitting notice of 15-day continuation of the action 
taken at the Fish and Game Commission’s December 6-7, 2017 meeting, regarding 
recreational abalone fishery. Copy: Each Supervisor. (4) 
 
From the Office of the Governor, pursuant to Elections Code, Section 12000, submitting 
a proclamation calling the Statewide Direct Primary Election. Copy: Each Supervisor on 
Tuesday, June 5, 2018. (5) 
 
From the Public Utilities Commission through Montague DeRuse and Associates, LLC, 
pursuant to Ordinance No. 112-16, submitting Board of Supervisors Bond Sale Report, 
$339,540,000 SFPUC Water Revenue Bonds, 2017 Series ABCDEF and G. Copy: 
Each Supervisor. (6) 
 
From Terry Lynch, regarding the intersection of the Great Highway and Sloat Blvd. 
Copy: Each Supervisor. (7)  
 
From concerned citizens, regarding the process of Acting-Mayor. 4 letters. Copy: Each 
Supervisor. (8) 
 
From Bridget Maley, of architecture + history, llc, regarding the proposed project at 2417 
Green Street. File 172167. Copy: Each Supervisor. (9) 
 



From concerned citizens, regarding an “actionnetwork.org” petition titled, “SF Needs 
Democratic Process for Next Mayor.” 36 letters. Copy: Each Supervisor. (10) 
 
From Isabelle Archer-Duste, regarding homelessness in San Francisco. Copy: Each 
Supervisor. (11) 
 



City and County of San Francisco 
Juvenile Probation Department 

ALLEN A. NANCE 
CHIEF PROBATION OFFICER 

375 WOODSIDE AVENUE 
SAN FRANCISCO, CA94127 

(415) 753-7556 

December 29, 2017 

The Honorable Acting Mayor London Breed 
City and County of San Francisco 
1 Dr. Carlton B. Goodlett Place, Room 200 
San Francisco, CA 94102-4689 

San Francisco Board of Supervisors 
c/o Ms. Angela Calvillo, Clerk of the Board 
1 Dr. Carlton B. Goodlett Place, Room 244 
San Francisco, CA 94102-4689 
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RE: Semi-Annual Report on Civil Detainers and communications with Federal agency charged 
with enforcement of the Federal im~igration law (City Ordinance 121) 

Honorable Acting Mayor Breed and Honorable Members of the Board of Supervisors: 

This report is prepared and submitted by the Juvenile Probation Depa11ment in accordance with San 
Francisco Administrative Code Chapter 12I: Civil Immigration Detainers, Section 121.5 Semi-Annual 
Report. The Depa11ment is pleased to rep011 its compliance with the Civil Immigration Ordinance during 
rep011ing period July 1, 2017 through December 28, 2017. 

Administrative Code Section 12I.5 requires the Depa11ment to submit a repo11 on a semiannual basis, as 
follows: 

(a) A description of all communications received from the Federal agency charged with 
enforcement of the Federal immigration law, including but not limited to the number of civil 
immigration detainers, notification requests, or other types of communications. 
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(b) A description of any communications the Depaiiment made to the Federal agency charged with 
enforcement of the Federal immigration law, including but not limited to any Depaiiment's 
responses to inquires (sic) as described in subsection 12I.5 and the Depaiiment's determination 
of the applicability of Subsections 12I.3(b), 12I.3(d), and 12I.3(e). 

The following reflects SFJPD's interactions with Federal Authorities responsible for the enforcement of 
Federal immigration law. During the repo11ing period of July I, 2017 through December 28, 2017: 

I. Number of Detentions solely on Civil Immigration Detainers = 0 
2. Rationale behind each civil immigration detainer= NIA 
3. Communications: 

a. Detainers received = 0 
b. Notification Requests received = 0 





Applicability of 12I.3(d); 12I.3(b); and 12I.3(e) 

SFJPD Semi-Annual Report on Civil Detainers 
December 29, 2017 

Page 2 of 2 

Juveniles adjudged as wards of the ~omt pursuant to Section 602 of the Welfare and Institutions Code are 
handled as civil cases. These matters are generally not classified as convictions, even though the criminal 
conduct may be comparable to that committed by an adult. Therefore, as written, sections 12I.3(b), 
12I.3(d), and 12I.3(e), would never apply to minors subject to juvenile court petitions, unless San Francisco 
adopted the same meaning of the term "Conviction" as applied in the California Trust Act, Section 7282 of 
the Government Code. State law with respect to standards for responding to United States Immigration and 
Customs Enforcement Holds (ICE) in California states:" 'Conviction' shall have the same meaning as 
subdivision (d) of Section 667 of the Penal Code." Section 667(d)(3)(A-D) of the Penal Code states that a 
prior juvenile adjudication shall constitute a prior serious and/or violent felony conviction for purposes of 

. sentence enhancement if: 

(A) The juvenile was 16 years old or older at the time he or she committed the prior offense. 
(B) The prior offense is listed in subdivision (b) of Section 707 of the Welfare and Institutions Code or 

described in paragraph (1) or (2) as a serious and/or violent felony. 
(C) The juvenile was found to be a fit and proper subject to be dealt with under the juvenile comt law. 
(D) The juvenile was adjudged a ward of the juvenile comt within the meaning of Section 602 of the 

Welfare and Institutions Code because the person committed an offense listed in subdivision (b) of 
Section 707 of the Welfare and Institutions Code. 

The term "Conviction" would only apply if Section 121 explicitly includes juveniles in the definition of 
"Convicted" and/or clarifies the applicability of subsections 12I.3( d), 12I.3(b ), and 121.3( e) to include 
juveniles. Otherwise, those provisions would not be applicable to minors subject to juvenile comt petitions. 

The SFJPD is happy to answer any questions regarding its compliance with City Ordinance 121. 

Sincerely, 

j/~~L ~~rv 
Allen A. Nance 
Chief Juvenile Probation Officer 

C: Sara Schumann, Director Probation Services 





London Breed 
Acting Mayor 

Mohammed Nuru 
Director 

David Bui 
Deputy Division Manager 

Office of the Deputy Director 
for Financial Management 
and Administration 

Contract Administration 
1155 Market Street, 4th floor 
San Francisco, CA 94103 
tel 415-554°6417 

sfpublicworl1s.org 
facebook.corn/sfpublicworks 
twitter.com/sfpublicworks 

January 3, 2018 

Acting Mayor London Breed 

City and County of San Francisco 

City Hall, Rm. 200 

The Honorable Board of Supervisors 

City and County of San Francisco 

City Hall, Rm. 244 

Attention: Ms. Angela Calvillo, Clerk of the Board 

Mr. Ben Rosenfield, Controller 

City and County of San Francisco 

City Hall, Rm. 316 

Subject: Navigation Centers at Division Circle, 125 Bayshore Blvd and 

5th St. & Bryant St. 

Dear Acting Mayor Breed, Members of the Board and Mr. Rosenfield: 

An Emergency exists due to a shortage of safe and sanitary housing throughout the City, 

particularly for no, low, and moderate income persons. A significant number of persons are 

without the ability to obtain shelter resulting in a situation causing a threat to the health and 

safety of those persons. Board Resolution NO. 444-17, File NO. 171256 approved 12/15/17 

declares a homeless shelter emergency authorizing the Director of Public Works to construct, 

improve, or repair facilities pursuant to Administrative Code, Section 6.60(a). 

San Francisco Public Works' internal order is attached for your reference which explain the 

necessity for immediate action. Public Works has retained the services of Design Space 

Modular Buildings, Inc. to im·mediately begin the work. The cost for the work is currently 

anticipated to be less than $ 2,600,000.00. 

Mohammed Nuru 

Director of Public Works 

Enclosures: Board Resolution N0.444-17, File NO. 171256 

Public Works Order entitled, Emergency Declared and 

Contracts to be awarded 





City and County of San Francisco 

London Breed, Acting Mayor 
Mohammed Nuru, Director 

San Francisco Public Works 

GENERAL - DIRECTOR'S OFFICE 
City Hall, Room 348 

1 Dr. Carlton B. Goodlett Place, S.F., CA 94102 

(415) 554-6920 www.SFPublicWorks.org 

Public Works Order No: 186876 

CITY AND COUNTY OF SAN FRANCISCO 
SAN FRANCISCO PUBLIC WORKS 

EMERGENCY DECLARED AND CONTRACT AWARDED 

An Emergency exists due to a shortage of safe and sanitary housing throughout the City, particularly for no, 
low, and moderate income persons. A significant number of persons are without the ability to obtain shelter 
resulting in a situation causing a threat to the health and safety of those persons. Board Resolution NO. 
444-17, File NO. 171256 approved 12/15 /17 declares a homeless shelter emergency authorizing the 
Director of Public Works to construct, improve, or repair facilities pursuant to Administrative Code, Section 
6.60(a). 

Therefore, an Emergency is declared to exist under the provisions of Section 6.60 of the San Francisco 
Administrative Code, and 

Design Space Modular Buildings, Inc. 
2725 Fitzgerald Drive 
Dixon, CA 95620 

is hereby awarded a contract with a not-to-exceed value of $2,600,000.00 to design, fabricate, deliver and 
install modular trailers for the Navigation Centers at Division Circle, 125 Bayshore Blvd and 5th St. & Bryant 
St. 

Contractor shall indemnify and hold harmless the City & County of San Francisco, its officers; agents and 
employees and furnish certificates of insurance protecting himself, any sub-contractors and the City & County 
of San Francisco and its officers, agents and employees against claims arising out of work performed pursuant 
to this order with the City & County of San Francisco, its officers, agents and employees named as additional 
insured. 

Commercial General Liability Insurance with limits not less than $1,000,000 each occurrence, and 
$2,000,000 general aggregate, combined single limit for bodily injury and property damage. 

Commercial Automobile Liability Insurance with limits not less than $1,000,000 each occurrence 
combined single limit for bodily injury and property damage, including owned, hired or non-owned vehicles, 
as applicable. 

Workers' Compensation, in statutory amount, including Employers' Liability coverage with limits not less 
than $1,000,000 each accident, injury or illness. Contractor is notified that in the event that Contractor 
employs professional engineering services for performing engineering or preparing design calculations, plans 
and specifications, retained engineers to carry professional liability insurance with limits not less than 

San Francisco Public Works 
Making San Francisco a beautiful, livable, vibrant, and sustainable city. 



$1,000,000 each claim with respect to negligent acts, errors or omissions in connection with professional 
services to be provided under the subject Contract. 

This Order serves as the Notice to Proceed. 

DISTRIBUTION: 
G&G Builders, Inc. 
BDC: Ronald.Alameida@sfdpw.org; lulia.laue@sfdpw.org: Andrew.Sohi1@sfdpw.org; 
Lourdes.Garcia@sfdpw.org; Nicolas.King@sfdpw.org; Charles.Higueras@sfdpw.org: 
Paul.DeFreitas@sfdpw.org; 
Deputy Director: Edgar.Lopez@sfdpw.org 
Public Affairs: Jennifer.Blot@sfdpw.org 
K2Systems: K2Systems@sfdpw.org 
Contract Admin: ContractAdmin.Staff@sfdpw.org; 

X Edgar Lopez 

Lopez, Edgar 

Acting Department Head 

Signed by: Lopez, Edgar 

12/29/2017 

Nuru, Mohammed 

Mayor's Desiqnee 

Siqned by: Strinqer, Larry 

San Francisco Public Works 

12/29/2017 

Making San Francisco a beautiful, livable, vibrant, and sustainable city. 
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FILE NO. 171256 

AMENDED IN COMMITTEE 
12/11/17 

RESOLUTION NO. 444-17 

[Emergency Declaration - Declaration of Homeless Shelter Emergency and Authorizing 
Certain Emergency Contracting Provisions] 

Resolution declaring a homeless shelter emergency, and authorizing the Director of 

Public Works to construct, improve, or repair facilities pursuant to Administrative 

Code, Section 6.60(a); and the Director of the Department of Homelessness and 

Supportive Housing to contract for homeless services and to offer such services to 

protect the health, safety, and welfare of individuals affected by homelessness and all 

San Francisco citizens in accordance with the requirements in Administrative Code, 

Section 21.15. 

WHEREAS, The Board of Supervisors of the City and County of San Francisco ("Board 

of Supervisors"), after careful study and consideration, has determined that there is a 

shortage of safe and sanitary housing throughout the City, particularly for no, low, and 

moderate income persons; and 

WHEREAS, In Ordinance No. 57-16, enacted on April 22, 2016, the Board of I 
Supervisors found that a significant number of persons within the City are without the ability to j 
obtain shelter, and that the situation has resulted in a threat to the health and safety of those I 
persons; and 

WHEREAS, For that reason, and based on factual findings set forth in that ordinance, 

the Board of Supervisors declared the existence of a shelter crisis in the City and County of 

San Francisco in accordance with California Government Code Sections 8698 through 

8698.2; and 

WHEREAS, In Ordinance No. 97-17, enacted May 17, 2017, the Board of Supervisors 

reaffirmed the findings of Ordinance No. 57~16, finding that a significant number of persons 

Mayor; Supervisors Ronen, Sheehy, Yee, Safai 
BOARD OF SUPERVISORS Page 1 
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within the City continue to be without the ability to obtain shelter, and that the resulting threat 

to the health and safety of those persons continues; and 

WHEREAS, For that reason, the Board found that the City needed to expeditiously 

award contracts to complete repairs or improvements to properties designated for navigation i 

! 
l 

I 
I 

centers and/or temporary housing; and 

WHEREAS, According to the January 2017 point in time homeless count there were 

7,499 people experiencing homelessness in San Francisco, a 2% increase from 2013; and 

WHEREAS, Betwe~n 2015 and 2017 San Francisco saw a 31% increase in chronic 

l 

I 

homelessness; and 

WHEREAS, The 2017 Point in Time Count found that 58% of the homeless population 

was unsheltered, 21 % were under the age of 25 years, and 32% were over the age of 51 

years with attendant deteriorating physical health, deteriorating mental health; and 

WHEREAS, In light of the state and local findings of a continued and worsening shelter 

crisis, the high and increased number of unsheltered individuals who often occupy public l 

I 
I 

spaces and streets, and continued and worsening threats to the health and safety of those 

p~rs~ns affected by the crisis, the ~oard find~ that the City m_ust ~ontin~e to es~abl:sh a I 
c1tyw1de network of homeless services and sites to offer services including nav1gat1on centers ! 

in order to expeditiously offer resources to individuals experiencing homelessness; and 

WHEREAS, The Board of Supervisors urges and supports the Directors of Public 

Works and the Department of Homelessness and Supportive housing in implementing the 

necessary emergency provisions needed to address the deteriorating health, safety and 

welfare conditions on the streets; and 

RESOLVED, That the Board of Supervisors finds and determines that the foregoing 

recitals are true and correct; and, be it 

l 

I 

Mayor; Supervisors Ronen, Sheehy, Yee, Safai 
BOARD OF SUPERVISORS Page2 ! 
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FURTHER RESOLVED, That the Board of Supervisors declares that there continues to I 
be an ongoing emergency in providing emergency shelter for individuals experiencing l 

homelessness; and be it 

FURTHER RESOLVED, The Board of Supetvisors authorizes and directs the Director I 
of San Francisco Public Works to work with City departments including the Department of . 

I 
Homelessness and Supportive Housing and do any and all things necessary or advisable to 

construct, improve or repair facilities to provide resources for persons experiencing 

homelessness; and, be it 

FURTHER RESOLVED, That the Director of San Francisco Public Works may enter I 
! 

into contracts to provide professional services and/or public works construction services to I 

I 
assist the City in the repair or improvement of facilities for persons experiencing 

homelessness, without adherence to the requirements of Administrative Code Chapters 6, 

12.A, 128, 12C, and Chapters 14B; and, be it 

FURTHER RESOLVED, That the Director of the Department of Homelessness and 

Supportive Housing ("HSH") may enter into contracts for homeless services and to offer such 

setvices to protect the health, safety and welfare of individuals affected by homelessness and I 
I 

17 
1 

all San Francisco citizens in accordance with the requirements of Administrative Code Section I 
21.15; and, be it I 
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FURTHER RESOLVED, That within 30 days of any contract authorized by this 

resolution being fully executed by all parties, the Directors of San Francisco Public Works and 

HSH shall submit to the Clerk of the Board a completely executed copy of their Department's 

respective contracts for inclusion ii:t File No. 171256; and, be it 

FURTHER RESOLVED, That this resolution shall sunset at the time that a permanent 

emergency ordinance is enacted or on February 15, 2018, whichever comes first. 

1 Mayor; Supervisors Ronen, Sheehy, Yee, Safai Ii BOARD OF SUPERVISORS Page 3 



City and County of San Francisco 

Tails 

City Hall 
I Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4689 

Resolution 

File Number: 171256 · Date Passed: December 12, 2017 

Resolution declaring a homeless .shelter emergency, and authorizing the Director of Public Works to 
construct, improve, or repair facilities pursuant to Administrative Code, Section 6.60(a); and the 
Director of the Department of Homelessness and Supportive Housing to contract for homeless 
services and to offer such services to protect the health, safety, and welfare of individuals affected 
by homelessness and all San Francisco citizens in accordance with the requirements in 
Administrative Code, Section 21.15. 

December 11, 2017 Budget and Finance .committee -AMENDED 

December 11, 2017 Budget and Finance Committee - RECOMMENDED AS AMENDED 
AS A COMMITIEE REPORT . 

December 12, 2017 Board of Supervisors -ADOPTED 

Ayes: 9 - Breed, Farrell, Kim, Peskin, Ronen, Safai, Sheehy, Tang and Yee 

Noes: 1 - Cohen 

Excused: 1 - Fewer 

File No. 171256 

City and County of San Francisco . Page48 

I hereby certify that the foregoing 
Resolution was ADOPTED on 12/12/2017 
by the Board of Supervisors of the City and 
County of San Francisco. 

I., 

Date Approved 

Printed a( 2:49 pm on 12113/17 



London Breed 
Acting Mayor 

Mohammed Nuru 
Director 

David Bui 
Deputy Division Manager 

./ 

Office of the Deputy Director 
for Financial Management 
and Administration 

Contract Administration 
1155 Market Street, 4th floor 
San Francisco, CA 94103 
tel 415-554-6417 

sfpublicworks.org 
facebook.com/sfpublicworks 
twitter.com/sfpublicworks 

January 3, 2018 

Acting Mayor London Breed 

City and County of San Francisco 

City Hall, Rm. 200 

The Honorable Board of Supervisors 

City and County of San Francisco 

City Hall, Rm. 244 

Attention: Ms. Angela Calvillo, Clerk of the Board 

Mr. Ben Rosenfield, Controller 

City and County of San Francisco 

City Hall, Rm. 316 

Subject: Navigation Center at Division Circle Declaration of Emergency 

Dear Acting Mayor Breed, Members of the Board and Mr. Rosenfield: 

An Emergency exists due to a shortage of safe and sanitary housing throughout the City, 

particularly for no, low, and moderate income persons. A significant number of persons are 

without the ability to obtain shelter resulting in a situation causing a threat to the health and 

safety of those persons. Board Resolution NO. 444-17, File NO. 171256 approved 12/15/17 

declares a homeless shelter emergency authorizing the Director of Public Works to construct, 

improve, or repair facilities pursuant to Administrative Code, Section 6.60(a). 

San Francisco Public Works' internal order is attached for your reference, which explain the 

necessity for immediate action. Public Works has retained the services of G&G Builders, Inc. 

to immediately begin the work. The cost for the work is currently anticipated to be less than 

$770,000.00. 

/ 

Sincerely, 

Mohammed Nuru 

Director of Public Works 

Enclosures: Board Resolution N0.444-17, File NO. 171256 

Public Works Order entitled, Emergency Declared and 

Contracts to be awarded 





City and County of San Francisco 

London Breed, Acting Mayor 
Mohammed Nuru, Director 

San Francisco Public Works 

GENERAL - DIRECTOR'S OFFICE 
City Hall, Room 348 

1 Dr. Carlton B. Goodlett Place, S.F., CA 94102 

(415) 554-6920 www.SFPublicWorks.org 

Public Works Order No: 186871 

CITY AND COUNTY OF SAN FRANCISCO 
SAN FRANCISCO PUBLIC WORKS 

EMERGENCY DECLARED AND CONTRACT AWARDED 

An Emergency exists due to a shortage of safe and sanitary housing throughout the City, particularly for no, 
low, and moderate income persons. A significant number of persons are without the ability to obtain shelter 
resulting in a situation causing a threat to the health and safety of those persons. Board Resolution NO. 
444-17, File NO. 171256 approved 12/15/17 declares a homeless shelter emergency authorizing the 
Director of Public Works to construct, improve, or repair facilities pursuantto Administrative Code, Section 
6.60(a). 

Therefore, an Emergency is declared to exist under the provisions of Section 6.60 of the San Francisco 
Administrative Code, and 

G&G Builders, Inc. 
4542 Contractors Place 
Livermore, CA 94551 

is hereby awarded a contract with a not-to-exceed value of $770,000.00 to furnish design, engineering, 
procurement, and delivery of Sprung Structures for a Navigation Center at Division Circle. 

Contractor shall indemnify and hold harmless the City & County of San Francisco, its officers, agents and 
employees and furnish certificates of insurance protecting himself, any sub-contractors and the City & County 
of San Francisco and its officers, agents and employees against claims arising out of work performed pursuant 
to this order with the City & County of San Francisco, its officers, agents and employees named as additional 
insured. 

Commercial General Liability Insurance with limits not Jess than $1,000,000 each occurrence, and 
$2,000,000 general aggregate, combined single limit for bodily injury and property damage. 

Commercial Automobile Liability Insurance with limits not less than $1,000,000 each occurrence 
combined single limit for bodily injury and property damage, including owned, hired or non-owned vehicles, 
as applicable. 

Workers' Compensation, in statutory amount, including Employers' Liability coverage with limits not Jess 
than $1,000,000 each accident, injury or illness. Contractor is notified that in the event that Contractor 
employs professional engineering services for performing engineering or preparing design calculations, plans 
and specifications, retained engineers to carry professional liability insurance with limits not less than 
$1,000,000 each claim with respect to negligent acts, errors or omissions in connection with professional 
services to be provided under the subject Contract. · 

San Francisco Public Works 
Making San Francisco a beautiful, livable, vibrant, and sustainable city. 



This Order serves as the Notice to Proceed. 

DISTRIBUTION: 
G&G Builders, Inc. 
BDC: Ronald.Alameida@sfdpw.org: Julia.laue@sfdpw.org; Andrew.Sohn@sfdpw.org: 
Lourdes.Garcia@sfdpw.org: Nicolas.King@sfdpw.org; Charles.Higueras@sfdpw.org; 
Paul.DeFreitas@sfdpw.org: 
Deputy Director: Edgar.Lopez@sfdpw.org 
Public Affairs: lennifer.Blot@sfdpw.org 
K2Systems: K2Systems@sfdpw.org 
Contract Admin: ContractAdmin.Staff@sfdpw.org; 

X Edgar Lopez 

Lopez, Edgar 

Acting Department Head 

Signed by: Lopez, Edgar 

12/28/2017 

Nuru, Mohammed 

Mayor's Desiqnee 

Siqned by: Strinqer, Larry 

San Francisco Public Works 

12/29/2017 

Making San Francisco a beautiful, livable, vibrant, and sustainable city. 



Commissioners STATE OF CALIFORNIA 
Eric Sklar, President Edmund G. Brown Jr., Governor 

Saint Helena 
Jacque Hostler-Carmesin, Vice President 

McKinleyville Fish and Game Commission 
Anthony C. Williams, Member 

Huntington Beach 
Russell E. Burns, Member 

Napa 
Peter S. Silva, Member 

Jamul 

January 5, 2018 

Wildlife Heritage and Conservation 

Since 1870 

Valerie Termini,. Executive Dir@stor 
1416 Ninth Street, Room 1320 
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This is to provide you with a copy of the notice of proposed regulatory action relative to 
Amending section 502, Title 14, California Code of Regulations, relating to waterfowl 
regulations, which is published in the California Regulatory Notice Register on January 
5, 2018. 

Please note the dates of the public hearings related to this matter and associated 
deadlines for receipt of written comments. 

Additional information and all associated documents may be found on the Fish and 
Game Commission website at http://www.fgc.ca.gov/regulations/. 

Melanie Weaver, Senior Environmental Scientist, Department of Fish and Wildlife 
at (916) 445-3717, has been designated to respond to questions on the substance 
of the proposed regulations. 

ental Program Analyst 

Attachment 





TITLE 14. Fish and Game Commission 
Notice of Proposed Changes in Regulations 

NOTICE IS HEREBY GIVEN that the Fish and Game Commission (Commission), pursuant to 
the authority vested by Sections 202 and 355 of the Fish and Game Code and to implement, 
interpret or make specific Sections 202, 355, and 356 of said Code, proposes to amend Section 
502, Title 14, California Code of Regulations, relating to Waterfowl regulations. 

Informative Digest/Policy Statement Overview 

Current regulations in Section 502, Title 14, California Code of Regulations (CCR), provide 
definitions, hunting zone descriptions, season opening and closing dates, and establish daily 
bag and possession limits for waterfowl hunting. 

California, and other states, must set its waterfowl hunting regulations within the federal 
Frameworks. The Frameworks for the 2018-19 season have been approved by the Flyway 
Councils and will be considered for adoption at the United States Fish and Wildlife Service 
Regulation's Committee meeting on October 17-18, 2017. The proposed Frameworks allow for 
a liberal duck season which includes a 107 day season, 7 daily duck limit including 7 mallards 
but only 2 hen mallards, 2 pintails, 2 canvasbacks, 2 redheads, and 3 scaup (during an 86 day 
season). Duck daily bag limit ranges, duck season length ranges and goose season length 
ranges have been provided to allow the Commission flexibility. Lastly, Federal regulations 
require that California's hunting regulations conform to those of Arizona in the Colorado River 
Zone and with those of Oregon in the North Coast Special Management Area. Based on the 
Frameworks, the Department of Fish and Wildlife (Department) provides an annual 
recommendation to the Commission. 

The Department's recomm.endations are as follows: 

1. Create the Klamath Basin Special Management Area in subsection 502(b )6. This change 
will cause the renumbering of subsequent special management areas in this section. 

2. Allow the white-fronted goose season to be split into three segments in the Northeastern 
California Zone subsection 502(d)(1 )B. 

Minor editorial changes are also proposed to clarify and simplify the regulations and to comply 
with existing federal Frameworks. 

Non-monetary benefits to the public 

The Commission does not anticipate non-monetary benefits to the protection of public health 
and safety, worker safety, the prevention of discrimination, the promotion of fairness or social 
equity, and the increase in openness and transparency in business and government. 

Evaluation of incompatibility with existing regulations 

The Commission has reviewed its regulations in Title 14, CCR, and conducted a search of other 
regulations on this topic and has concluded that the proposed amendments to Section 502 are 
neither inconsistent nor incompatible with existing State regulations. No other State agency has 
the authority to promulgate waterfowl hunting regulations. 



Summary of Proposed Waterfowl Hunting Regulations for 2018-19 
AREA SPECIES SEASONS DAILY BAG & POSSESSION LIMITS 

Statewide Coots & Concurrent w/duck season 
Moorhens 25/day. 75 in possession 

Northeastern Zone [4-7)/day, which may include: [3-7) mallards 
Season may be split for Ducks, 

Ducks Between 38 & 105 days 
no more than [1-2] females. 

Pintail, Canvasback, Scaup, Dark 2 pintail, 2 canvasback, 2 redheads, 3 scaup. 
Geese and White Geese. White Possession limit triple the daily bag. 
geese and dark geese may be 

split 3-ways. Scaup 86 days 
--· 

30/day. which mc1y include: 

Geese No longer than 105 days 20 white geese, 10 dark geese, no more than 
2 Large Canada geese. 

Possession limit triple the daily bao. 
Southern San Joaquin [4-7)/day, which may include: [3-7] mallards 

Valley Zone no more than [1-2) females. 
Season may be split for Ducks, 
Pintail, Canvasback and scaup Ducks Between 38 & 105 days 

2 pintail, 2 canvasback, 2 redheads, 3 scaup. 
Possession limit triple the daily bag. 

Scaup 86 days 

30/day, which may include: 20 white geese, 
Geese Between 38 & 105 days 10 dark geese. 

Possession limit triple the daily bao. 
Southern California Zone [4-7)/day, which may include: [3-7] mallards 
Season may be split for Ducks, 

Ducks Between 38 & 100 days 
no more than [1-2) females. 

Pintail, Canvasback and Scaup 2 pintail, 2 canvasback, 2 redheads, 3 scaup. 
Possession limit triple the daily bag. 

Scaup 86 days 

23/day, which may include: 20 white geese, 3 
Geese No longer than 100 days dark geese. 

Possession limit triple the daily bao. 
Colorado River Zone [4-7]/day, which may include: [3-7) mallards 

Season may be split for Ducks, no more than [1-2] females or Mexican-like 
Pintail, ·canvasback and Scaup Ducks 101 days ducks. 

2 pintail, 2 canvasback, 2 redheads, 3 scaup. 
Possession limit triple the daily bag. 

Scaup 86 days 

24/day, up to 20 white geese, up to 4 dark 
Geese 101 days geese. 

Possession limit triple the daily bao. 
Balance of State Zone [4-7)/day, which may include: [3-7] mallards 

Season may be split for Ducks, 
Ducks Between 38 & 100 days 

no more than [1-2] females. 
Pintail, Canvasback, Scaup and 2 pintail, 2 canvasback, 2 redheads, 3 scaup. 

Dark and White Geese. Possession limit triple the daily bag. 

Scaup 86 days 

Early Season: 5 days 30/day, which may include: 20 white geese, 
(Canada godse only) - 1 O dark geese. 

Regular Season: no longer Possession limit triple the daily bag. 
Geese than 100 days 

Late Season: 5 days 
(whitefronts and white 

qeese) .. 

SPECIAL MANAGEMENT SPECIES SEASON DAILY BAG & POSSESSION LIMITS 
AREAS 

105 days except for Large 10/day, only 1 may be a 

North Coast All Canada 
Canada geese which cannot Large Canada goose. 
exceed 100 days or extend Possession limit triple the daily bag. Large 

Season may be split Geese 
beyond the last Sunday in Canada geese are closed during the Late 

Januarv. Season. 
Humboldt Bay South Spit 

All species Closed during bran! season (West Side) 
105 days except for Large 30/day, which may include: 20 white geese, 

Klamath Basin Dark and Canada geese which 
1 O dark geese only 2 may be a Large 

(NEW) white geese cannot exceed 100 days Canada goose. or extend beyond the last 
Sunday in January. Possession limit triple the daily bag. 

White-fronted Open concurrently with 
3/day. 

Sacramento Valley 
geese 

general goose season 
Possession limit triple the daily bag. throuqh Dec 21 

2 



Morro Bay All species 
Open in designated areas Waterfowl season opens concurrently with 

only bran! season. 
Martis Creek Lake All species Closed until Nov 16 

Northern Brant Black Brant 
Open Nov 8 extending 2/day. 

for 37 days Possession limit triple the daily bao. 

Balance of State Brant Black Brant Open Nov 9 extending 2/day. 
for 37 days Possession limit triple the daily baq. 

Imperial County White Geese Up to 103 days 20/day. 
Season may be split Possession limit triple the daily baq. 

YOUTH WATERFOWL (NOTE: To participate in these Youth Waterfowl Hunts, federal regulations require that hunters 

HUNTING DAYS must be 17 years of age or younger and must be accompanied by a non-hunting adult 18 years 
of aqe or older.) 

SPECIES SEASON DAILY BAG & POSSESSION LIMITS 
The Saturday fourteen days 

Northeastern Zone 
Same as before the opening of 

Same as regular season regular season waterfowl season extending 
for 2 days. 

Southern San Joaquin Valley Same as The Saturday following the 

Zone regular season closing of waterfowl season Same as regular season 
extendinq for 2 days. 

Same as 
The Saturday following the 

Southern California Zone 
regular season closing of waterfowl season Same as regular season 

extendinq for 2 days. 

Same as The Saturday following the 
Colorado River Zone 

regular season 
closing for waterfowl season Same as regular season 

extendinq for 2 days. 

Same as The Saturday following the 
Balance of State Zone 

regular season closing of waterfowl season Same as regular season 
· extendina for 2 davs. 

FALCONRY OF DUCKS SPECIES SEASON DAILY BAG & POSSESSION LIMITS 

Northeastern Zone 
Same as 

Between 38 and 105 days 3/day. 
reqular season Possession limit 9 

Balance of State Zone 
Same as 

Between 38 and 107 days 
3/day. 

reqular season Possession limit 9 
Southern San Joaquin Valley Same as 

Between 38 and 107 days 3/day. 
Zone reaular season Possession limit 9 

Southern California Zone 
Same as 

Between 38 and 107 days 3/day. 
reoular season Possession limit 9 

Colorado River Zone 
Same as 

105 days 3/day. 
reqular season Possession limit 9 

Benefits of the regulations 

The benefits of the proposed regulations are consistency with federal law and the sustainable 
management of the State's waterfowl resources. Positive impacts to jobs and/or businesses 
that provide services to waterfowl hunters will be realized with the continued adoption of 
waterfowl hunting seasons in 2018-19. 

· Consistency and Compatibility with State Regulations· 

The Fish and Game Commission, pursuant to Fish and Game Code Sections 200, 202 and 203, 
has the sole authority to regulate hunting in California. Commission staff has searched the 
California Code of Regulations and has found no other agency with the authority to regulate the 
waterfowl hunting in California. Therefore the Commission has determined that the proposed 
amendments are neither inconsistent nor incompatible with existing State regulations. 

NOTICE IS GIVEN that any person interested may present statements, orally or in writing, 
relevant to this action at a hearing to be held in the Resources Building, Auditorium, First Floor, 
1416 Ninth Street Sacramento, California, on Thursday, February 8, 2018 at 8:00 a.m., or as soon 
thereafter as the matter may be heard. 

NOTICE IS ALSO GIVEN that any person interested may present statements, orally or in 
writing, relevant to this action at a hearing to be held in Four Points by Sheraton Ventura Harbor 
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Resort, 1050 Schooner Drive, Ventura, California, on Thursday, April 19, 2018, at 8:00 a.m., or 
as soon thereafter as the matter may be heard. It is requested, but not required, that written 
comments be submitted on or before 5 p.m. on April 5, 2018 at the address given below, or by 
email to FGC@fgc.ca.gov. Written comments mailed, or emailed to the Commission office, must 
be received before 12:00 noon on April 13, 2018. All comments must be received no later than 
April 19, 2018, at the hearing in Ventura, California. If you would like copies of any modifications 
to this proposal, please include your name and mailing address. 

Availabflity of Documents 

The Initial Statement of Reasons, text of the regulations, as well as all related documents upon 
which the proposal is based (rulemaking file), are on file and available for public review from the 
agency representative, Valerie Termini, Executive Director, Fish and Game Commission, 1416 
Ninth Street, Box 944209, Sacramento, California 94244-2090, phone (916) 653-4899. Please 
direct requests for the above mentioned documents and inquiries concerning the regulatory 
process to Valerie Termini or Jon Snellstrom at the preceding address or phone number. 
Melanie Weaver, Senior Environmental Scientist, (916) 445-3717, has been designated to 
respond to questions on the substance of the proposed Waterfowl hunting regulations. Copies 
of the Notice of Proposed Action, the Initial Statement of Reasons, and the text of the regulation 
in underline and strikeout can be accessed through our website at http://www.fgc.ca.gov. 

Availability of Modified Text 

If the regulations adopted by the Commission differ from but are sufficiently related to the action 
proposed, they will be available to the public for at least 15 days prior to the date of adoption. 
Circumstances beyond the control of the Commission (e.g., timing of Federal regulation 
adoption, timing of resource data collection, timelines do not allow, etc.) or changes made to be 
responsive to public recommendation and comments during the regulatory process may 
preclude full compliance with the 15-day comment period, and the Commission will exercise its 
powers under Section 202 of the Fish and Game Code. Regulations adopted pursuant to this 
section are not subject to the time periods for adoption, amendment or repeal of regulations 
prescribed in Sections 11343.4, 11346.4 and 11346.8 of the Government Code. Any person 
interested may obtain a copy of said regulations prior to the date of adoption by contacting the 
agency representative named herein. 

lf the.regulatory pr:oposaLis .. adopted, the final statement of reasons may be obtained .from the 
address above when it has been received from the agency program staff. 

Impact of Regulatory Action/Results of the Economic Impact Assessment 

The potential for significant statewide adverse economic impacts that might result from the 
proposed regulatory action has been assessed, and the following initial determinations relative 
to the required statutory categories have been made: 

(a) Significant Statewide Adverse Economic Impact Directly Affecting Businesses, Including 
the Ability of California Businesses to Compete with Businesses in Other States: 

The proposed action will not have a significant statewide adverse economic impact 
directly affecting business, including the ability of California businesses to compete with 
businesses in other states. 
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The proposed regulations would provide additional recreational opportunity to the public 
and could result in minor increases in hunting days and hunter spending 6n equipment, 
fuel, food and accommodations. 

(b) Impact on the Creation or Elimination of Jobs Within the State, the Creation of New 
Businesses or the Elimination of Existing Businesses, or the Expansion of Businesses in 
California; Benefits of the Regulation to the Health and Welfare of California Residents, 
Worker Safety, and the State's Environment: 

The Commission does not anticipate any impacts .on the creation or elimination of jobs, 
the creation of new business, the elimination of existing businesses or the expansion of 
businesses in California. The proposed waterfowl. regulations will set the 2018-19 
waterfowl hunting season dates and bag limits within the federal Frameworks. Little to 
minor positive impacts to jobs and/or businesses that provide services to waterfowl 
hunters may result from the proposed regulations for the waterfowl hunting season in 
2018-19 . 

. - . :-~·-. 

The most recent U.S. Fish and Wildlife national survey of fishing, hunting, and wildlife 
associated recreation for California (2016 data has not been released as of October 
2017), estimated that migratory bird hunters contributed about $169,115,000 to 
businesses in California during the 2011 migratory bird hunting season. The impacted 
businesses are generally small businesses employing a few individuals and, like all small 
businesses, are subject to failure for a variety of causes. Additionally, the long-term 
intent of the proposed regulations is to sustainably manage waterfowl populations, and 
consequently, the long-term viability of these same small businesses. 

The Commission anticipates benefits to the health and welfare of California· residents. 
Hunting provides opportunities for multi-generational family activities and promotes 
respect for California's environment by the future stewards of the State's resources. The 
Commission anticipates benefits to the State's environment by the sustainable 
management of California's waterfowl resources. The Commission does not anticipate 
any impacts to worker safety because the proposed amendments will not affect working 
conditions. 

(c) Cost Impacts on a Representative Private Person or Business: 

· The Commission is not aware of any cost .. impacts that-a-representative private-person-or 
business would necessarily incur in reasonable compliance with the proposed action. 

(d) Costs or Savings to State Agencies or Costs/Savings in Federal Funding to the State: 
None. 

(e) Nondiscretionary Costs/Savings to Local Agencies: None. 

(f) Programs Mandated on Local Agencies or School Districts: None. 

(g) Costs Imposed on Any Local Agency or School District that is Required to be 
Reimbursed Under Part 7 (commencing with Section 17500) of Division 4, Government 
Code: None. 

(h) Effect on Housing Costs: None. 

5 



Effect on Small Business 

It has been determined that the adoption of these regulations may affect small business. The 
Commission has drafted the regulations in Plain English pursuant to Government Code 
Sections 11342.580 and 11346.2(a)(1 ). · 

Consideration of Alternatives 

The Commission must determine that no reasonable alternative considered by the Commission, 
or that has otherwise been identified and brought to the attention of the Commission, would be 
more effective in carrying out the purpose for which the action is proposed, would be as 
effective and less burdensome to affected private persons than the proposed action, or would 
be more cost effective to affected private persons and equally effective in implementing the 
statutory policy or other provision of law. 

Dated:December 26, 2017 

FISH AND GAME COMMISSION 

Valerie Termini 
Executive Director 
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TO ALL INTERESTED AND AFFECTED PARTIES: l 

This is to provide you with a 15-day continuation notice of the action taken at the Fish and Game 
Commission's (Commission's) December 6-7, 2017, meeting in San Diego. After receipt of oral and 
written comments, the Commission voted to close the recreational abalone fishery under Option 1, 
and to provide a sunset date of that closure. The fishery would re-open on April 1, 2019, or upon 
adoption of an abalone fishery management plan, whichever comes first. 

The regulatory language has been revised to add the sunset date provision in subsections (i)-U). 
Additional text was added to subsections (a), (b), and (c), to provide clarity on the effective dates of 
those subsections. The proposed changes to the originally noticed language are shown in double 
underline/double strikeout format and are sufficiently related to the originally proposed text. 

Written comments on the revised proposed regulatory language will be accepted from December 28, 
2017, through 5:00 p.m. on January 12, 2018. Written comments must be emailed to 
FGC@fgc.ca.gov or mailed to Valerie Termini, Executive Director, California Fish and Game 
Commission, 1416 Ninth Street, Suite 1320, Sacramento, California 95814. If needed to comply with 
statutory requirement, a hearing relative to this action will be held in the Resources Building 
Auditorium, First Floor, 1416 Ninth Street, Sacramento, California, on February 7, 2018, at 8:00 a.m., 
or as soon thereafter as the matter may be heard. 

Additional information and all associated documents may be found on the Commission website at 
www.fgc.ca.gov. Please direct inquiries regarding the regulatory process to Sheri Tiemann at 
Sheri.Tiemann@fgc.ca.gov or (916) 654-9872. Sonke Mastrup, Environmental Program Manager, 
Department of Fish and Wildlife, has been designated to respond to questions on the 
substance of the proposed regulations at Sonke.Mastrup@wildlife.ca.gov or (916) 799-0398. 

Sincerely, 

Jh~h iJ _1 ;;jw/J1'1CL1W'\../ 
~Wi~an 

Associate Governmental Program Analyst 

Attachment 
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Regulatory Language 

KEY: 
Text originally proposed to be added is shown in underline format 
Text originally proposed to be deleted is shown in strikeout format 
Text newly proposed to be added is shown in bold double-underline format 
Text newly proposed to be deleted is shown in held deuhle strikeout format 
Text originally proposed to be deleted and now proposed to be retained is shown in 
bold text 
Text originally proposed to be added and now proposed to be deleted is shown in=D&kl 
underlirie E!euhle stril<eeut format. 

OPTION ONE 

Section 29.15, Title 14, CCR is amended to read: 

§ 29.15. Abalone. 
{a) Effective April 1, 2019: Open Area: Except in the area described in subsection 
{a){1) below, abalone may only be taken north of a line drawn due west magnetic 
from the center of the mouth of San Francisco Bay. No abalone may be taken, 
landed, or possessed if landed south of this line. 
(1) No Abalone may be taken in the Fort Ross area bounded by the mean high tide 
line and a line drawn due south true from 38°30.63' N, 123°14.98' W {the northern 
point of Fort Ross Cove) and a line drawn due west true from 38° 29.45' N, 
123°11.72' W {Jewel Gulch, south boundary Fort Ross State Park). 
(a) Effeetive April 11 2Q1 S1 all eeean waters are elesed te tRe tal<e ef ahalerie. 
Ahalerie may net he tal<en er possessed. TRe fellewirig exeeptiens are fer 
abalone in pessessien prier te April 1, 2Q1 S: 
(1) Minimum Abalone Size: All red ahaleRe must he severi irieRes er greater 
measured alerig tRe longest &Rell diameter. 
(2) Ahalerie Pessessien and Trarispertatieri: It sRall he urila•Nful te possess any 
uritagged ahalerie er any abalone tRat Rave heeri removed frem tReir sRell, exeept 
wReri tRey are being prepared fer immediate eensumptieri. 
{b) Effective April 1, 2019: Open Season and Hours: 
(1) Open Season: Abalone may be taken only during the months of April, May, 
June, August, September, October and November. 
(2) Open Hours: Abalone may be taken only from 8:00 AM to one-half hour after 
sunset. 
{c) Effective April 1, 2019: Bag Limit and Yearly Trip Limit: Three red abalone, 
Ha/iotis rufescens, may be taken per day. No more than three abalone may be 
possessed at any time. No other species of abalone may be taken or possessed. 
Each person taking abalone shall stop detaching abalone when the limit of three 
is reached. No person shall take more than 18 abalone during a calendar year. In 

1 



the Open Area as defined in subsections 29.15(a) and 29.15(a)(1) above, not more 
than 9 abalone of the yearly trip limit may be taken south of the boundary 
between Sonoma and Mendocino Counties. 
(d) Minimum Abalone Size: All red abalone must be seven inches or greater 
measured along the longest shell diameter. All legal size abalone detached must be 
retained. No undersized abalone may be brought ashore or aboard any boat, 
placed in any type of receiver, kept on the person, or retained in any person's 
possession or under his control. Undersize abalone must be replaced 
immediately to the same surface of the rock from which detached. Abalones 
brought ashore shall be in such a condition that the size can be determined. 
(e) Special Gear Provisions: The use of SCUBA gear or .surface supplied .air t9 . . 
take abalone is prohibited. Abalone may not be taken or possessed aboard any 
boat, vessel, or floating device in the water containing SCUBA or surface 
supplied air. Abalone may be taken only by hand or by devices commonly known 
as abalone irons. Abalone irons must be less than 36 inches long, straight or with 
a curve having a radius of not less than 18 inches, and must not be less than 3/4 
inch wide nor less than 1/16 inch thick. All edges must be rounded and free of 
sharp edges. Knives, screwdrivers and sharp instruments are prohibited. 
(f) Measuring Device. Every person while taking abalone shall carry a fixed caliper 
measuring gauge capable of accurately measuring seven inches. The measuring 
device shall have fixed opposing arms of sufficient length to measure the abalone 
by placing the gauge over the shell. 
(g) Abalone Possession and Transportation: 
Abalones shall not be removed from their shell, except when being prepared for 
immediate consumption. 
(1) Individuals taking abalone shall maintain separate possession of their 
abalone. Abalone may not be commingled in a float tube, dive board, dive bag, or 
any other container or device, until properly tagged. Only after abalones are 
properly tagged, as described in Section 29.16(b), Title 14, CCR, may they be 
commingled with other abalone taken by another person. 
(h) Report Card Required: Any person fishing for or taking abalone shall have in 
their possession a nontransferable Abalone Report Card issued by the 
department and shall adhere to all reporting and tagging requirements for 
abalone defined in Sections 1.74 and 29.16, Title 14, CCR. 

Subsections 29.15(i) and 0), Title 14, CCR are added: 

(i) Effective April 1. 2018: All ocean waters are closed to the take of abalone. 
Abalone may not be taken or possessed. The following exceptions are for 
abalone in possession prior to April 1, 2018: 
(1) Minimum Abalone Size: All red abalone must be seven inches or greater 
measured along the longest shell diameter. 
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(2) Abalone Possession and Transportation: It shall be unlawful to possess any 
untagged abalone or any abalone that have been removed from their shell, except 
when they are being prepared for immediate consumption. 
CD This subsection and subsection (i} shall remain in effect only until April 1. 
2019. and as of that date are repealed. unless a later enacted amendment deletes 
or extends that date. 

OPTION T'NO 
There are 4 Sub OptieRs fer subseetieRs (a), (e), (El) aREI (h) 

SeetieR 29.15, Title 14, CCR is amet1EleEI te read: 

§ 29.15. AbaleRe. 

[Sub OptieR A OpeRs Fort Ress fer Re site slesures iR r.Jerthern California] 

(a) OpeR Area: Exsept iR the area Elessribe€1 iR subsestieR (a)(1) below, 
abaleReAbaleRe may eRly be takeR Rerth ef a liRe ElrawR due west magRetie from 
the eeRter ef the mouth ef SaR Fnrnsisse laay. Ne abaleRe may be tal<eR, laR€1e€1, 
er possessed if laRdeEI south ef this Ii Re. 
(1) r.Je AbaleRe may be takeR iR the Fort Ress area beuREleEI by the meaR high tide 
liRe aREI a liRe Elravm due south true frem 38°3Q,&3' N, 123°14.98' 'N (the Rerthern 
peiRt ef Fort Ress CeYe) aREI a liRe Elra\\'R due west true frem 38° 29.45' N, 
423°11.72' 'Pl (Jewel Gulsh, south beuRElary Fort Ress State Park). 

(b) OpeR SeaseR aREI Hours: 
(1) OpeR SeaseR: AbaleRe may be takeR eRly EluriRg the meRths ef April, May, 
JuRe, August, September, Osteber, aREI r.JeYember. 
(2) OpeR Hours: AbaleRe may be takeR eRly from S:QQ AM te &Re half hour after 
SURSet. 

[Sub OptieR a ReEluses daily bag.'pessessieR aREl.'er aRRual limits] 

(e) laag Limit aREI Yearly Trip Limit: Threef.111. reEI abaleRe, Halietis rnfeseeRs, 
may be tal<eR per Elay. Ne mere thaR three abaleRe may be_!!! possessed at aRy 
time. Ne ether speeies ef abaleRe may be takeR er possessed. Eaeh perseR 
taldRg abaleRe shall step EletaehiRg abaleRe wheR U~e limit ef threef.111. is 
reasheEI. Ne perseR shall take mere thaR 1 S~ abaleRe EluriRg a ealeRElar year. 
IR the OpeR Area as ElefiReEI iR subseetieRs 29.15(a) aREI 29.15(a)(1) abeYe, Ret 
mere thaR 9 abaleRe ef the yearly trip limit may be takeR south ef the beuRElary 
betweeR SeRema aREI MeREleeiRe CeuRties. 

[Sub OptieR C IRsreases miRimum si:ze limit fer tal<e] 
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(d) Minimum Abalone Size: All red abalone must be seven~ inef.les or greater 
measured along the longest shell diameter. All legal size abalone detaef.led mwst 
be retained. No undersized abalone may be brougRt ashore or aboard any boat, 
plaeed in any type of reeeiver, l<:ept on the person, or retained in any person's 
possession or under his or her direet eontrol. Undersize abalone must be 
replaeed immediately to the same surfaee of the roek from wf.lief.1 detaef.led. 
Abalones brought ashore shall be in suef.1 a eonditioR that the size ean be 
determined. 

[ ... No ehaRges t8 subseetions (e) through (§J)] 

[Sub Option D Provides limit on report eard sales] 

(h) Report Card Required: Any person fishing for or taldng abalone shall have iR 
their possession a nontransferable Abalone Report Card issued by the 
department and shall adhere to all reporting and tagging requirements for 
abalone defined in Seetions 1.74 and 29.1 G, Title 14, CCR. 
(1) StartiRf.J January 1. 291 S, a total of not more than [5,999 25,9991 Abalone 
Report Cards may be issued by the department per season. 
(2) Abalone report eards will be available on a first eome, first served basis no 
earlier tt:lan 45 days prior to the first day of the abalone season. 

Note: Authority cited: Sections 200, ~205, 210, 220, 240260, 265, 399, ~ 5521 
and 7149.8, Fish and Game Code. Reference: Sections 200, ~205, ~265, ~ 
~ 5521, 7145 and 7149.8, Fish and Game Code. 
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OFFICE OF THE GOVERNOR 

January 8, 2018 

To the California County Boards of Supervisors: 

Consistent with the requirement in Elections Code section 12000, enclosed please find a 
copy of the proclamation calling the Statewide Direct Primary Electfon on Tuesday, June 5, 
2018. 

Sincerely, 

~ 
PETER A. KRAUSE 

Legal Affairs Secretary 
Enclosure 

GOVERNOR EDMUND G. BROWN JR. • SACRAMENTO, CALIFORNIA 95814 • (916) 445-2841 
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A PROCLAMATION 

BY THE GOVERNOR OF THE STATE OF CALIFORNIA 

I, EDMUND G. BROWN JR., Governor of the State of California, pursuant to section 
12000 of the Elections Code, proclaim that a Statewide Direct Primary Election will be held 
throughout this State on Tuesday, the 5th day of June, 2018, at which the following offices are to 
be filled: 

GOVERNOR; 

LIEUTENANT GOVERNOR; 

SECRETARY OF STATE; 

CONTROLLER; 

TREASURER; 

A HORNEY GENERAL; 

INSURANCE COMMISSIONER; 

MEMBERS OF THE STATE BOARD OF EQUALIZATION from each of the four 
equalization districts of the State; 

UNITED STATES SENATOR; 

REPRESENTATIVES TO THE CONGRESS OF THE UNITED STATES from each of 
the 53 congressional districts of the State; 

STATE SENATORS from even-numbered districts of the 40 senatorial districts of the 
State: 

MEMBERS OF THE ASSEMBLY from each of the 80 assembly districts of the State: 

SUPERINTENDENT OF PUBLIC INSTRUCTION; and 

All such other state, county, judicial, or other officers as are provided by law to be filled at 
such election. 



I further proclaim that at such election there will also be submitted to the vote of the 
electors such proposed constitutional amendments, questions, and propositions as are required 
to be so submitted by the Constitution and laws of this State. 

IN WITNESS WHEREOF I have hereunto set my 
hand and caused the Great Seal of the State of 
California to be affixed this 8th day of January 
2018. 

Governor of California 

ATTEST: 





MONTAGU~ EROSE 
A ND ASSOC I ATHS, LLC 

Memorandum 

To: 

From: 

Date: 

Board of Supervisors of the City and County of San Francisco 

Public Utilities Commission of ~he City and County of San Francisco 
Montague DeRose and Associates, LLC 

January 12, 2018 

Subject: Board of Supervisors Bond Sale Report 
$339,540,000 SFPUC Water Revenue Bonds, 2017 Series ABC 
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In June 2016, the Board of Supervisors of the City and County of San Francisco (the ."Board of 
Supervisors") adopted Ordinance No. 112-16 which authorized the issuance of revenue bonds 
to finance capital projects benefiting the Water Enterprise pursuant to Proposition E (which 
was approved by voters in 2002). As authorized by Ordinance No. 112-16, the San Francisco 
Public Utilities Commission (the "SFPUC") issued $339.54 million of the 2017 Series ABC 
Water Revenue Bonds (the "2017 Series ABC Bonds") on December 13, 2017 for the purposes 
of retiring outstanding commercial paper notes and to finance/refinance projects for the 
SFPUC's Water System Improvement Program ("WSIP") and Hetch Hetchy Water Program. 

Per Ordinance No. 112-16, within 30 days of bond issuance, the SFPUC must file with the 
Clerk of the Board of Supervisors a report (the "Report") showing the results of the bond sale 
including (i) principal amount sold and method of sale, (ii) true interest cost, (iii) final 
maturity, (iv) the facilities constructed and/ or improved, and (v) a statement about the 
remaining bond authorization under Ordinance No. 112-16. 

The SFPUC has requested that Montague DeRose and Associates, who served as co-financial 
advisor to the 2017 Series ABC Bonds, prepare this Report for purposes of complying with the 
requirements set forth in Ordinance No. 112-16. 

Bond Sale Report: 

As noted, the SFPUC issued $339.54 million of the 2017 Series ABC Bonds on December 13, 
2017, which were made up of the Sub-Series A (WSIP - Green Bonds), Sub-Series B (Non
WSIP), and Sub-Series C (Hetch Hetchy) Bonds. The SFPUC priced the 2017 Series ABC Bonds 
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via competitive sale on November 30, 2017. Details of the combined 2017 Series ABC Bonds 
and each of the Sub-Series Bonds are noted in Table 1: 

Table 1 I Summary Statistics: Combined 2017 Series ABC Bonds and Sub-Series Bonds 

2017 Series ABC 2017 Sub-Series A 2017 Sub-Series B 2017 Sub-Series C 
Bonds Bonds Bonds Bonds 

(combined) (WSIP-Green Bonds) (Non-WSIP) (Hetch Hetchy) 

Pricing Date :N"oven1ber30,2017 

Closing Date Decen1ber 13, 2017 

Method of 
Con1peti tive 

Sale 

Final 
:N"oven1berl,2047 

Maturity 

Principal 
$339 .540 Illillion $121.140 Illillion $147.725 Illillion $70.675 Illillion 

Amount Sold 

True Interest 
3.802% 3.808% 3.797% 3.800% 

Cost 

Table 2 includes a list of projects which are to be fully or partially funded with the proceeds of 
the 2017 Series ABC Bonds. 

[Remainder of Page Left Intentionally Blank] 
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Table 2 I Projects Financed with 2017 Series ABC Bonds Proceeds 
Completion Completion 

Project 2017 A/B/C Remaining 
Date of Date of 
Funded Unfunded 
Portion Portion 

WaterCIP CUW27202 SVWTP & East Bay Fields $6,475,000 $5,953,344 2019 2026+ 
(Regional) CUW2730801 Calaveras Micro Turbine $3,697,000 $2,541,319 2019 2017 

CUW2751801 Southern Skyline Blvd Ridge Trail Extension $9,292,527 $6,665,036 2019 2017 
CU\"12760101 Radio Communication $3,281,335 $18,838 2019 2019 
CUW27701 Sunol long Term Improvements $21,650,000 $9,754,131 2019 2026+ 

Water CIP CUW28000 Local Water Conveyance/Distribution System $103,500,000 $469,553,914 2019 2026+ 
(Local) CUW27800 Other Recycled Water Projects $532,280 $2,775,460 2019 2025 

CUW68800 Buildings and Grounds Improvements $5,380,938 $14,674,681 2019 2026+ 
CUW68601 Automated Water Meter Program $2,021,331 2019 2018 

Hetch CUHlOOOl San Joaquin Pipeline Rehabilitation $6,538,486 $6,072,000 2019 2016 
Hetchy CUH10003 Lower Cherry Aqueduct $1,721,930 $4,021,250 2019 2017 
Water CUHlOOPD Water Infrastructure- Project Development $437,083 $616,250 2019 2026+ 
Hetch CUH10201 Microwave System $126,000 $46,688 2019 2017 
Hetchy CUH10202 Hetch Hetchy Facilities- Upgrades $657,300 $1,142,738 2019 2025 
Joint CUH10206 O'Shaughnessy Outlet Works $1,556,100 $3,815,663 2019 2021 

CUH10209 Road improvements $1,029,000 $1,971,075 2019 2026 
CUH10216 Cherry Dam Outlet Works $1,579,200 $623,925 2019 2019 
CUH10219 Mountain Tunnel Access/ Adit improvement $177,879 $80,003 2019 2018 
CUH10220 Mountain Tunnel inspection and Repair $867,552 $5,160,283 2019 2019 
CUH10221 Mountain Tunnel Improvement Project $8,602,748 $1,371,286 2019 2017 
CUH102Nl Eleanor Bridge Replacement $535,500 $661,913 2019 2026 

WSIP CWWSJI WSIP Closeout- San Joaquin $151,061 $123,399 2019 2019 
(Regional) CUW35201 Alameda Creek Recapture Project $7,935,758 $9,695,427 2019 2019 

CUW35901 New Irvington Tunnel $384,206 2019 2018 
CUW37401 Calaveras Dam Replacement $119,902,293 $74,017,583 2019 2019 
CUWSVJ WSIP Closeout- Sunol Valley $1,876,048 $953,157 2019 2019 
CUW35302 Seismic Upgrade of BDPL Nos. 3 & 4 $206,759 2019 2018 
CUWBDP WSIP Closeout- Bay Division $310,054 $495,421 2019 2019 
CUWPW1 WSIP Closeout- Peninsula $1,113,765 $1,590,286 2019 2019 
CUW30103 Regional Groundwater Storage and Recovery $2,668,338 $8,593,463 2019 2019 
CUW36302 System Security Upgrades $33,060 2019 2018 
CUW38802 Bioregional Habitat Restoration $2,526,908 2019 2018 
CUW38804 Long Term Mitigation Endowment $3,509,632 $483,363 2019 2018 
CUW39201 Program Management Project $3,105,805 $6,453,380 2019 2019 
CU\"139401 Watershed Environmental Improvement Program $5,748,037 $2,215,881 2019 2019 

As of November 1, 2017, pursuant to Proposition E and other applicable authorizing 
legislation, the SFPUC had authorized but unissued water revenue bond's or other forms of 
indebtedness in the amount of $486,313,153. Following the issuance of the 2017 Series ABC 
Bonds, and the subsequent retirement of commercial paper notes with proceeds of the 2017 
Series ABC Bonds, the SFPUC has $267,304,062 of authorized but unissued bonds remaining 
under Proposition E/Ordinance 112-16 authorization. 

A copy of the final Official Statement for the 2017 Series ABC Bonds is included with this 
Report. 
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NEW ISSUE—Book‑Entry Only Ratings:
S&P: “AA‑”

Moody’s: “Aa3”
(See “RATINGS.”)

In the opinion of Norton Rose Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel, based on existing statutes, 
regulations, rulings and judicial decisions, and assuming compliance with certain covenants in the documents pertaining to the 2017 Series ABC Bonds and requirements of the Internal 
Revenue Code of 1986 (the “Code”), as amended, as described herein, interest on the 2017 Series ABC Bonds is not includable in the gross income of the owners of the 2017 Series ABC 
Bonds for federal income tax purposes. In the further opinion of Co-Bond Counsel, interest on the 2017 Series ABC 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 2017 Series ABC Bonds, however, 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. In the further opinion of Co-Bond Counsel, interest on the 2017 Series ABC 
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 2017 Series ABC Bonds. See “TAX MATTERS.” 

$339,540,000
Public Utilities Commission

of the City and County of San Francisco
San Francisco Water Revenue Bonds,

2017 Series ABC
$121,140,000

2017 Sub‑Series A Bonds
(WSIP) (Green Bonds)

$147,725,000
2017 Sub‑Series B Bonds

(Non‑WSIP)

$70,675,000
2017 Sub‑Series C Bonds

(Hetch Hetchy)

Dated: Date of Delivery Due: November 1, as shown on 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 “2017 Series ABC Bonds”). Potential investors are instructed to read the entire Official Statement, including the appendices hereto, to obtain information essential to making 
an informed investment decision. 

Authority for Issuance. The Public Utilities Commission of the City and County of San Francisco (the “SFPUC”) is issuing the 2017 Series ABC Bonds in three Sub‑Series, 
the San Francisco Water Revenue Bonds, 2017 Series ABC, 2017 Sub‑Series A Bonds (WSIP) (Green Bonds) (the “2017 Sub-Series A Bonds”), the San Francisco Water Revenue Bonds, 
2017 Series ABC, 2017 Sub‑Series B Bonds (Non‑WSIP) (the “2017 Sub-Series B Bonds”), and the San Francisco Water Revenue Bonds, 2017 Series ABC, 2017 Sub‑Series C Bonds 
(Hetch Hetchy) (the “2017 Sub-Series C Bonds”), pursuant to authority granted by the Charter of the City and County of San Francisco (the “City”). The 2017 Sub‑Series A Bonds 
will be issued under a Twenty‑Fifth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Fifth Supplemental Indenture”), by and between the SFPUC and U.S. Bank 
National Association, as trustee (the “Trustee”). The 2017 Sub‑Series B Bonds will be issued under a Twenty‑Sixth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-
Sixth Supplemental Indenture”), by and between the SFPUC and the Trustee. The 2017 Sub‑Series C Bonds will be issued under a Twenty‑Seventh Supplemental Indenture, dated 
as of December 1, 2017 (the “Twenty-Seventh Supplemental Indenture”), by and between the SFPUC and the Trustee. The Twenty‑Fifth Supplemental Indenture, the Twenty‑Sixth 
Supplemental Indenture and the Twenty‑Seventh Supplemental Indenture supplement the Amended and Restated Indenture, dated as of August 1, 2002 (as supplemented and amended to 
date, the “Indenture”), by and between the SFPUC and the Trustee. See “SECURITY FOR THE BONDS.”

Plan of Finance. The 2017 Series ABC Bonds are being issued to (i) refund approximately $120.5 million aggregate principal amount of 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 and the Hetch 
Hetchy Water Program, (ii) finance and refinance a portion of the design, acquisition and construction of various capital projects of benefit to the SFPUC’s Water Enterprise; (iii) fund 
capitalized interest; and (iv) pay the costs of issuance of the 2017 Series ABC Bonds. See “PLAN OF FINANCE.”

Denominations and Interest. The 2017 Series ABC 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 2017 Series ABC Bonds is payable semiannually on 
May 1 and November 1 of each year, commencing May 1, 2018. See “THE 2017 SERIES ABC BONDS.”

Book‑Entry Only. The 2017 Series ABC 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 maintained by DTC. Beneficial Owners will not 
receive physical certificates representing their interests in the 2017 Series ABC Bonds. The principal of, premium, if any, and interest on the 2017 Series ABC Bonds are payable to DTC 
by the Trustee, and, so long as DTC is acting as securities depository for the 2017 Series ABC 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 2017 SERIES ABC BONDS.”

Redemption. The 2017 Series ABC Bonds are subject to optional and mandatory redemption prior to maturity as described herein. See “THE 2017 SERIES ABC BONDS—
Redemption.”

Security. Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Water Enterprise and all Refundable Credits (in the case of Bonds issued as Build America 
Bonds) received by the SFPUC to the punctual payment of principal of, and premium, if any, and interest on the 2017 Series ABC Bonds and all outstanding parity revenue bonds, notes or 
other evidence of indebtedness authorized under the Indenture, subject to the allocation of funds provided in the Indenture. The 2017 Series ABC Bonds are payable on parity with certain 
Outstanding Bonds previously issued by the SFPUC under the Indenture and all outstanding parity revenue bonds, notes or other evidence of indebtedness authorized under the Indenture. 
No Bond Reserve Account will be established for the 2017 Series ABC Bonds. 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds. The 2017 Series 
ABC 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 SCHEDULES 

(See inside cover)________________________

The 2017 Series ABC Bonds were sold through a competitive sale held on November 30, 2017.

The 2017 Series ABC 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 2017 Series ABC Bonds in fully registered form will be available for delivery in book‑entry form through the facilities of DTC, 
on or about December 13, 2017.

The date of this Official Statement is November 30, 2017.



 

 

2017 Sub-Series A Bonds
$84,300,000 Serial Bonds

Maturity  
(November 1)

Principal  
Amount

Interest  
Rate Yield* Price

CUSIP† 
Base Number 

79765R
2022 $2,325,000 5.00% 1.72% 115.298 Q69
2023 2,445,000 5.00 1.80 117.786 Q77
2024 2,570,000 5.00 1.89 119.982 Q85
2025 2,705,000 5.00 1.95 119.555‡ Q93
2026 2,840,000 5.00 2.03 118.987‡ R27
2027 2,990,000 5.00 2.09 118.564‡ R35
2028 3,140,000 5.00 2.14 118.212‡ R43
2029 3,300,000 5.00 2.17 118.001‡ R50
2030 3,470,000 5.00 2.20 117.792‡ R68
2031 3,650,000 5.00 2.25 117.443‡ R76
2032 3,835,000 5.00 2.27 117.303‡ R84
2033 4,035,000 5.00 2.29 117.164‡ R92
2034 4,240,000 5.00 2.34 116.818‡ S26
2035 4,455,000 5.00 2.39 116.472‡ S34
2036 4,685,000 5.00 2.42 116.265‡ S42
2037 4,925,000 5.00 2.45 116.059‡ S59
2038 5,180,000 5.00 2.48 115.853‡ S67
2039 5,445,000 5.00 2.50 115.716‡ S75
2040 5,725,000 5.00 2.51 115.648‡ S83
2041 6,015,000 5.00 2.52 115.579‡ S91
2042 6,325,000 5.00 2.53 115.511‡ T25

$20,990,000  5.00% Term Bonds due November 1, 2045  Yield* 2.58%  Price 115.170‡  CUSIP† 79765R T33

$15,850,000  5.00% Term Bonds due November 1, 2047  Yield* 2.60%  Price 115.034‡  CUSIP† 79765R T41

2017 Sub-Series B Bonds
$128,400,000 Serial Bonds

Maturity  
(November 1)

Principal  
Amount

Interest  
Rate Yield* Price

CUSIP† 
Base Number 

79765R
2022 $2,835,000 5.00% 1.71% 115.348 T58
2023 2,985,000 5.00 1.79 117.847 T66
2024 3,135,000 5.00 1.88 120.054 T74
2025 3,295,000 5.00 1.95 119.555‡ T82
2026 3,465,000 5.00 2.03 118.987‡ T90
2027 3,645,000 5.00 2.09 118.564‡ U23
2028 3,830,000 5.00 2.14 118.212‡ U31
2029 4,025,000 5.00 2.17 118.001‡ U49
2030 4,230,000 5.00 2.20 117.792‡ U56
2031 4,450,000 5.00 2.25 117.443‡ U64
2032 4,680,000 5.00 2.27 117.303‡ U72
2033 4,920,000 5.00 2.29 117.164‡ U80
2034 5,170,000 5.00 2.34 116.818‡ U98
2035 5,435,000 5.00 2.39 116.472‡ V22
2036 5,715,000 5.00 2.42 116.265‡ V30
2037 6,005,000 5.00 2.45 116.059‡ V48
2038 6,315,000 5.00 2.48 115.853‡ V55
2039 6,640,000 5.00 2.50 115.716‡ V63
2040 6,980,000 5.00 2.51 115.648‡ V71
2041 7,335,000 5.00 2.52 115.579‡ V89
2042 7,715,000 5.00 2.53 115.511‡ V97
2043 8,110,000 5.00 2.54 115.442‡ W21
2044 8,525,000 5.00 2.55 115.374‡ W39
2045 8,960,000 5.00 2.56 115.306‡ W47

$19,325,000  5.00% Term Bonds due November 1, 2047  Yield* 2.58%  Price 115.170‡  CUSIP† 79765R W54

____________________
* Reoffering yields/prices have been provided by the Underwriter. 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 

the CUSIP services. Neither the SFPUC nor the Underwriter assume any responsibility for the accuracy of the CUSIP data.
‡  
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2017 Sub-Series C Bonds 
$61,430,000 Serial Bonds 

Maturity  
(November 1) 

Principal  
Amount 

Interest  
Rate Yield* Price 

CUSIP† 
Base Number 

79765R 
2022 $1,355,000 5.00% 1.71% 115.348 W62 
2023 1,425,000 5.00 1.79 117.847 W70 
2024 1,500,000 5.00 1.88 120.054 W88 
2025 1,575,000 5.00 1.95 119.555‡ W96 
2026 1,660,000 5.00 2.03 118.987‡ X20 
2027 1,745,000 5.00 2.09 118.564‡ X38 
2028 1,830,000 5.00 2.14 118.212‡ X46 
2029 1,925,000 5.00 2.17 118.001‡ X53 
2030 2,025,000 5.00 2.20 117.792‡ X61 
2031 2,130,000 5.00 2.25 117.443‡ X79 
2032 2,240,000 5.00 2.27 117.303‡ X87 
2033 2,355,000 5.00 2.29 117.164‡ X95 
2034 2,475,000 5.00 2.34 116.818‡ Y29 
2035 2,600,000 5.00 2.39 116.472‡ Y37 
2036 2,735,000 5.00 2.42 116.265‡ Y45 
2037 2,875,000 5.00 2.45 116.059‡ Y52 
2038 3,020,000 5.00 2.48 115.853‡ Y60 
2039 3,175,000 5.00 2.50 115.716‡ Y78 
2040 3,340,000 5.00 2.51 115.648‡ Y86 
2041 3,510,000 5.00 2.52 115.579‡ Y94 
2042 3,690,000 5.00 2.53 115.511‡ Z28 
2043 3,880,000 5.00 2.54 115.442‡ Z36 
2044 4,080,000 5.00 2.55 115.374‡ Z44 
2045 4,285,000 5.00 2.56 115.306‡ Z51 

$9,245,000  5.00% Term Bonds due November 1, 2047  Yield* 2.58%  Price 115.170‡  CUSIP† 79765R Z69 
 
 

 

                                                         
*  Reoffering yields/prices have been provided by the Underwriter. 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 Underwriter assume any responsibility for the accuracy of the CUSIP data. 

‡  Price to first optional call date of November 1, 2024. 



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 2017 Series ABC 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.”

Map of Hetch Hetchy Regional Water System



 

 

Map of 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 of Hillsborough 
12. City of Menlo Park 

 
13. Mid-Peninsula Water District 
14. City of Millbrae 
15. City of Milpitas 
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 (not including the Groveland 
Community Service District) 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds. 

The issuance and sale of the 2017 Series ABC 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 2017 SERIES ABC BONDS, THE UNDERWRITER MAY 
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF 
THE 2017 SERIES ABC 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 PREVAILING MARKET PRICE. 

This Official Statement is delivered for use in connection with the issuance, sale and delivery of the 2017 Series 
ABC Bonds and may not be reproduced or used, in whole or in part, for any other purpose. 

FORWARD-LOOKING STATEMENTS 

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

$339,540,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series ABC 

$121,140,000 
2017 Sub-Series A Bonds 

(WSIP) (Green Bonds) 

$147,725,000 
2017 Sub-Series B Bonds 

(Non-WSIP) 

$70,675,000 
2017 Sub-Series C Bonds 

(Hetch Hetchy) 

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 2017 Series ABC 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 “2017 Series ABC Bonds”). 

Authority for Issuance 

The SFPUC is issuing the 2017 Series ABC Bonds in three Sub-Series, the San Francisco Water Revenue 
Bonds, 2017 Series ABC, 2017 Sub-Series A Bonds (WSIP) (Green Bonds) (the “2017 Sub-Series A Bonds”), the 
San Francisco Water Revenue Bonds, 2017 Series ABC, 2017 Sub-Series B Bonds (Non-WSIP) (the “2017 Sub-
Series B Bonds”), and the San Francisco Water Revenue Bonds, 2017 Series ABC, 2017 Sub-Series C Bonds 
(Hetch Hetchy) (the “2017 Sub-Series C Bonds”), pursuant to authority granted by the Charter (the “Charter”) of 
the City and County of San Francisco (the “City”) through Proposition E, approved by voters of the City on 
November 5, 2002 (“Proposition E”). 

The 2017 Sub-Series A Bonds will be issued under a Twenty-Fifth Supplemental Indenture, dated as of 
December 1, 2017 (the “Twenty-Fifth Supplemental Indenture”), by and between the SFPUC and U.S. Bank 
National Association, as trustee (the “Trustee”). The 2017 Sub-Series B Bonds will be issued under a Twenty-Sixth 
Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Sixth Supplemental Indenture”), by and 
between the SFPUC and the Trustee. The 2017 Sub-Series C Bonds will be issued under a Twenty-Seventh 
Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Seventh Supplemental Indenture”), by and 
between the SFPUC and the Trustee. The Twenty-Fifth Supplemental Indenture, the Twenty-Sixth Supplemental 
Indenture and the Twenty-Seventh Supplemental Indenture each supplement the Amended and Restated Indenture, 
dated as of August 1, 2002 (as supplemented and amended to date, the “Indenture”), by and between the SFPUC 
and the Trustee.  

The 2017 Series ABC Bonds are being issued under a resolution adopted by the SFPUC governing body 
(the “Commission”) on November 14, 2017. 

See “OBLIGATIONS PAYABLE FROM REVENUES—Authority for Issuance of Revenue Bonds and 
Other Obligations Payable from Revenues.” 
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Plan of Finance 

The 2017 Series ABC Bonds are being issued to (i) refund approximately $120.5 million aggregate 
principal amount of 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”) and the Hetch Hetchy Water Program, (ii) finance and refinance a portion of the design, acquisition and 
construction of various capital projects of benefit to the SFPUC’s Water Enterprise, (iii) fund capitalized interest, 
and (iv) pay the costs of issuance of the 2017 Series ABC Bonds. See “PLAN OF FINANCE” 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 of the City (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 several 
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 2017 Series ABC 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 (in the case of Bonds issued as Build America Bonds) received by the SFPUC to the punctual 
payment of principal of, and premium, if any, and interest on the 2017 Series ABC Bonds and all outstanding parity 
revenue bonds, notes or other evidences of indebtedness authorized by the Indenture (collectively, the “Bonds”), 
subject to the allocation of funds provided in the Indenture. The 2017 Series ABC 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 2017 Series 
ABC 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 2017 Series ABC 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 2017 Series ABC Bonds. The 2017 Series ABC 
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 2017 Series ABC Bonds. Bond 
Reserve Accounts have been established with respect to certain other series of Bonds. Such Bond Reserve Accounts 
do not secure the 2017 Series ABC Bonds. See “SECURITY FOR THE BONDS.” 
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Outstanding and Future Parity Bonds and Other Indebtedness 

The SFPUC has previously issued 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 2017 Series ABC Bonds. See 
“OBLIGATIONS PAYABLE FROM REVENUES.” 

The Indenture provides that additional series of Bonds secured by Revenues on parity with the Outstanding 
Bonds and the 2017 Series ABC 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 may issue additional Bonds from time to time to fund additional capital projects (see 
“FINANCING OF CAPITAL IMPROVEMENTS”) and may also issue refunding Bonds in response to market 
conditions in order to achieve debt service savings (see “SECURITY FOR THE BONDS—Refunding Bonds”). 

The SFPUC anticipates that it will issue in December 2017 its San Francisco Water Revenue Bonds, 
2017 Sub-Series D (Refunding) (Green Bonds) (the “2017 Sub-Series D Bonds”), its San Francisco Water 
Revenue Bonds, 2017 Sub-Series E (Refunding) (the “2017 Sub-Series E Bonds”), its San Francisco Water 
Revenue Bonds, 2017 Sub-Series F (Refunding) (the “2017 Sub-Series F Bonds”) and its San Francisco Water 
Revenue Bonds, 2017 Sub-Series G (Refunding – Federally Taxable) (Green Bonds) (the “2017 Sub-Series G 
Bonds” and, together with the 2017 Sub-Series D Bonds, the 2017 Sub-Series E Bonds and the 2017 Sub-
Series F Bonds, the “2017 Series DEFG Bonds”), in an aggregate principal amount of approximately 
$400,000,000*, to refund all or a portion of various series of the SFPUC’s Outstanding Bonds. The 2017 Series 
DEFG Bonds are not being offered pursuant to this Official Statement. The size, timing and structure of the 
anticipated transaction remains subject to market conditions and the SFPUC reserves the right to change, 
modify or cancel its plans as it deems appropriate. 

Risk Factors 

Investment in the 2017 Series ABC 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 2017 Series ABC Bonds, see “RISK FACTORS.” 

Continuing Disclosure 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2017 Series ABC 
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, 2019, with the report for Fiscal Year 2017-18, and to 
provide notices of the occurrence of certain enumerated events. These covenants have been made in order to assist 
the Underwriter 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.”  

                                                         
* Preliminary, subject to change. 
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Other Matters 

Brief descriptions of the 2017 Series ABC Bonds, the security and sources of payment for the 2017 Series 
ABC Bonds, the SFPUC, the Water Enterprise, the SFPUC’s capital improvement program, including 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 Francisco, CA 94102 
Attention: Assistant General Manager, Business Services and Chief Financial Officer  
(415) 554-3155 

THE 2017 SERIES ABC BONDS 

General 

The 2017 Series ABC 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 
2017 Series ABC Bonds is payable on May 1 and November 1 of each year, beginning May 1, 2018. Interest on the 
2017 Series ABC Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day months. 

The 2017 Series ABC Bonds will mature on the dates and in the principal amounts set forth on the inside 
cover page of this Official Statement. The 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds. 

So long as DTC, or its nominee, Cede & Co., is the Owner of the 2017 Series ABC Bonds, all payments on 
the 2017 Series ABC 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 2017 Series 
ABC Bonds will be the responsibility of the DTC Participants. See “APPENDIX G—SECURITIES DEPOSITORY 
AND BOOK-ENTRY SYSTEM.” 

Redemption 

Optional Redemption of 2017 Sub-Series A Bonds. The 2017 Sub-Series A Bonds maturing on and after 
November 1, 2025, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2024, 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 2017 Sub-Series A Bonds to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption of 2017 Sub-Series A Bonds. The 2017 Sub-Series A Bonds 
maturing on November 1, 2045 (the “2045 Sub-Series A Term Bonds”), are further subject to redemption prior to 
their stated maturity, and payable from the 2017 Sub-Series A Sinking Fund Account, on each November 1 on and 
after November 1, 2043, by lot within any such maturity if less than all of the 2017 Sub-Series A Bonds of such 
maturity are then being 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 2045 Sub-Series A Term Bonds are subject to mandatory redemption on November 1 in each of the 
years and in the respective principal amounts as follows (such schedule subject to adjustment as directed by the 
SFPUC in the event of optional redemption of any portion of such 2045 Sub-Series A Term Bonds prior to maturity 
as described above): 

Redemption Date  
(November 1) 

Principal  
Amount 

2043 $6,650,000 
2044 6,990,000 
2045* 7,350,000 

____________________ 
*Maturity. 

The 2017 Sub-Series A Bonds maturing on November 1, 2047 (the “2047 Sub-Series A Term Bonds”), 
are further subject to redemption prior to their stated maturity, and payable from the 2017 Sub-Series A Sinking 
Fund Account, on each November 1 on and after November 1, 2046, by lot within any such maturity if less than all 
of the 2017 Sub-Series A Bonds of such maturity are then being redeemed, upon payment of the principal amount 
thereof and accrued interest thereon to the date fixed for redemption, without premium. 

The 2047 Sub-Series A Term Bonds are subject to mandatory redemption on November 1 in each of the 
years and in the respective principal amounts as follows (such schedule subject to adjustment as directed by the 
SFPUC in the event of optional redemption of any portion of such 2047 Sub-Series A Term Bonds prior to maturity 
as described above): 

Redemption Date  
(November 1) 

Principal  
Amount 

2046 $7,725,000 
2047* 8,125,000 

____________________ 
*Maturity. 

Optional Redemption of 2017 Sub-Series B Bonds. The 2017 Sub-Series B Bonds maturing on and after 
November 1, 2025, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2024, 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 2017 Sub-Series B Bonds to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption of 2017 Sub-Series B Bonds. The 2017 Sub-Series B Bonds 
maturing on November 1, 2047 (the “2047 Sub-Series B Term Bonds”), are further subject to redemption prior to 
their stated maturity, and payable from the 2017 Sub-Series B Sinking Fund Account, on each November 1 on and 
after November 1, 2046, by lot within any such maturity if less than all of the 2017 Sub-Series B Bonds of such 
maturity are then being redeemed, upon payment of the principal amount thereof and accrued interest thereon to the 
date fixed for redemption, without premium. 

The 2047 Sub-Series B Term Bonds are subject to mandatory redemption on November 1 in each of the 
years and in the respective principal amounts as follows (such schedule subject to adjustment as directed by the 
SFPUC in the event of optional redemption of any portion of such 2047 Sub-Series B Term Bonds prior to maturity 
as described above): 

Redemption Date  
(November 1) 

Principal  
Amount 

2046 $9,420,000 
2047* 9,905,000 

____________________ 
*Maturity. 
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Optional Redemption of 2017 Sub-Series C Bonds. The 2017 Sub-Series C Bonds maturing on and after 
November 1, 2025, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2024, 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 2017 Sub-Series C Bonds to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, without premium. 

Mandatory Sinking Fund Redemption of 2017 Sub-Series C Bonds. The 2017 Sub-Series C Bonds 
maturing on November 1, 2047 (the “2047 Sub-Series C Term Bonds” and, together with the 2045 Sub-Series A 
Term Bonds, the 2047 Sub-Series A Term Bonds and the 2047 Sub-Series B Term Bonds, the “2017 Series ABC 
Term Bonds”), are further subject to redemption prior to their stated maturity, and payable from the 2017 Sub-
Series C Sinking Fund Account, on each November 1 on and after November 1, 2046, by lot within any such 
maturity if less than all of the 2017 Sub-Series C Bonds of such maturity are then being redeemed, upon payment of 
the principal amount thereof and accrued interest thereon to the date fixed for redemption, without premium. 

The 2047 Sub-Series C Term Bonds are subject to mandatory redemption on November 1 in each of the 
years and in the respective principal amounts as follows (such schedule subject to adjustment as directed by the 
SFPUC in the event of optional redemption of any portion of such 2047 Sub-Series C Term Bonds prior to maturity 
as described above): 

Redemption Date  
(November 1) 

Principal  
Amount 

2046 $4,505,000 
2047* 4,740,000 

____________________ 
*Maturity. 

Purchase In Lieu of Mandatory Sinking Fund Redemption. In lieu of mandatory sinking fund redemption 
of the 2017 Series ABC Bonds as described above, the SFPUC may satisfy, in whole or in part, the related minimum 
Sinking Fund Account payment amounts and redemption of 2017 Series ABC Term Bonds of the respective Sub-
Series by depositing with the Trustee 2017 ABC Term Bonds of the respective Sub-Series for cancellation prior to 
the Trustee’s selection of the 2017 Series ABC Term Bonds of such Sub-Series for redemption, or may request the 
Trustee to purchase 2017 Series ABC Term Bonds of the respective Sub-Series, 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 
direct, not to exceed the principal amount thereof. The par amount of any of such 2017 Series ABC Bonds so 
deposited or purchased in any twelve-month period ending on September 15 in any year will be credited towards 
and will reduce the par amount of such 2017 Series ABC Bonds required to be redeemed as described above on the 
next succeeding November 1. 

Selection of 2017 Series ABC 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 2017 Series ABC Bonds, of any one tenor and maturity are called for 
redemption and those 2017 Series ABC Bonds are redeemable by lot, the Trustee will select the 2017 Series ABC 
Bonds of the tenor and maturity to be redeemed from the Outstanding 2017 Series ABC Bonds of that tenor and 
maturity, by lot or by any other manner the Trustee deems fair and equitable. For purposes of such selection, 2017 
Series ABC 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 30 days but not more 
than 60 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 2017 Sub-Series A Bond, 2017 Sub-Series B Bond or 2017 Sub-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 2017 Sub-Series A 
Bond, 2017 Sub-Series B Bond or 2017 Sub-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.” 
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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 2017 Series ABC 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 from and after the date so designated interest on the 2017 Series ABC Bonds called for redemption will 
cease to accrue, and such 2017 Series ABC Bonds will cease to be entitled to any benefit or security under the 
Indenture, and the Owners of said 2017 Series ABC 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 2017 Series ABC 
Bonds will pay such 2017 Series ABC Bonds at the redemption price, together with accrued interest thereon. All 
2017 Series ABC Bonds redeemed will be cancelled upon surrender and no 2017 Series ABC 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 2017 Sub-Series A Bond, 2017 Sub-
Series B Bond or 2017 Sub-Series C 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.” 

PLAN OF FINANCE 

2017 Sub-Series A Bonds 

The proceeds of the 2017 Sub-Series A Bonds will be applied to refund approximately $60.3 million 
aggregate principal amount of Refunded Commercial Paper Notes issued pursuant to the Water Enterprise’s 
commercial paper program, and to finance and refinance a portion of the design, acquisition and construction of 
various capital projects in furtherance of the SFPUC’s WSIP. See “ESTIMATED SOURCES AND USES OF 
FUNDS,” “CAPITAL IMPROVEMENT PLAN—Water System Improvement Program (WSIP)” and 
“APPENDIX C—WATER SYSTEM IMPROVEMENT PROGRAM.” The Refunded Commercial Paper Notes will 
be paid on or before December 14, 2017. 

2017 Sub-Series B Bonds 

The proceeds of the 2017 Sub-Series B Bonds will be applied to finance and refinance a portion of the 
design, acquisition and construction of various capital projects in furtherance of the SFPUC’s Regional Water 
Program and Local Water Program (Non-WSIP). See “ESTIMATED SOURCES AND USES OF FUNDS,” 
“CAPITAL IMPROVEMENT PLAN—Regional Water Program” and “—Local Water Program.”  

2017 Sub-Series C Bonds 

The proceeds of the 2017 Sub-Series C Bonds will be applied to refund approximately $60.3 million 
aggregate principal amount of Refunded Commercial Paper Notes issued pursuant to the Water Enterprise 
commercial paper program, and to finance and refinance a portion of the design, acquisition and construction of 
various capital projects in furtherance of the SFPUC’s Hetch Hetchy Water Program. See “ESTIMATED 
SOURCES AND USES OF FUNDS” and “CAPITAL IMPROVEMENT PLAN—Hetch Hetchy Water.” The 
Refunded Commercial Paper Notes will be paid on or before December 14, 2017. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The proceeds of the 2017 Series ABC Bonds are expected to be applied as follows: 

 

2017  
Sub-Series A 

Bonds 

2017  
Sub-Series B 

Bonds 

2017  
Sub-Series C 

Bonds 
Total 2017 Series 

ABC Bonds 
Sources of Funds     

Par Amount $121,140,000.00 $147,725,000.00 $70,675,000.00 $339,540,000.00 
Plus Original Issue Premium 19,761,240.90 24,181,474.75 11,568,999.05 55,511,714.70 

Total Sources $140,901,240.90 $171,906,474.75 $82,243,999.05 $395,051,714.70 
     
Uses of Funds     

Refunding of Refunded Commercial 
Paper Notes $60,265,454.52 -- $60,265,454.52 $120,530,909.04 

Deposit to Project Funds(1) 65,500,000.00 $150,000,000.00 15,000,000.00 230,500,000.00 
Deposit to Capitalized Interest 

Accounts(2) 14,435,850.00 21,297,020.83 6,655,229.17 42,388,100.00 
Underwriter’s Discount 283,155.67 177,449.19 112,739.70 573,344.56 
Costs of Issuance(3) 416,780.71 432,004.73 210,575.66 1,059,361.10 

Total Uses $140,901,240.90 $171,906,474.75 $82,243,999.05 $395,051,714.70 
____________________ 
(1) Represents deposits to the respective Project Funds established under the Twenty-Fifth Supplemental Indenture, the Twenty-

Sixth Supplemental Indenture and the Twenty-Seventh Supplemental Indenture. See “PLAN OF FINANCE,” “GREEN 
BONDS DESIGNATION AND CLIMATE CERTIFICATION,” “CAPITAL IMPROVEMENT PLAN—Water System 
Improvement Program (WSIP)” and “APPENDIX C—WATER SYSTEM IMPROVEMENT PROGRAM.” 

(2) Represents deposits to respective Capitalized Interest Accounts established under the Twenty-Fifth Supplemental Indenture, 
the Twenty-Sixth Supplemental Indenture and the Twenty-Seventh Supplemental Indenture. 

(3) 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 2017 Series ABC Bonds. 

GREEN BONDS DESIGNATION AND CLIMATE CERTIFICATION 

The 2017 Sub-Series A Bonds are being designated by the SFPUC as “Green Bonds.” The purpose of 
designating the offered bonds as “Green Bonds” is to allow investors to invest directly in bonds which finance 
environmentally beneficial projects (“Green Projects”). For purposes of such determination, the SFPUC considers 
the projects included in the WSIP to be Green Projects. The proceeds of the 2017 Sub-Series A Bonds will be 
applied to finance and refinance WSIP projects. See “PLAN OF FINANCE,” “ESTIMATED SOURCES AND 
USES OF FUNDS,” “APPENDIX C—WATER SYSTEM IMPROVEMENT PROGRAM.” The 2017 Sub-Series A 
Bonds will not constitute “exempt facility bonds” issued to finance “qualified green building and sustainable design 
projects” within the meaning of Section 142(1) of the Code. The SFPUC expects to post information respecting the 
expenditure of the proceeds of the 2017 Sub-Series A Bonds on its website, until these proceeds are expended. 

The Climate Bonds Initiative (the “CBI”) is an international, investor-focused non-profit organization 
working to focus the global bond market on climate change solutions through the development and promotion of an 
efficient “green” bond market. The CBI has established and manages the Climate Bonds Standard (the “Climate 
Bonds Standard”) under which the 2017 Sub-Series A Bonds have been certified, in accordance with the “Water 
Criteria” under the Climate Bonds Standard. The certification of the 2017 Sub-Series A Bonds reflects only the 
views of the CBI. The explanation of the significance of this certification may be obtained from the CBI. The 
SFPUC has provided certain information and materials to the CBI, including information concerning prior and 
anticipated capital project expenditures related to the WSIP (some of which does not appear in this Official 
Statement). As part of the certification process, the SFPUC retained Sustainalytics U.S., Inc., a subsidiary of 
Sustainalytics Holding, B.V, Netherlands (collectively, “Sustainalytics”), to provide a verification that the 2017 
Sub-Series A Bonds are aligned with the Climate Bonds Standard.  

The certification of the 2017 Sub-Series A Bonds as Climate Bonds by the CBI is based solely on the 
Climate Bonds Standard and does not, and is not intended to make any representation or give any assurance with 
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respect to any other matter relating to the 2017 Sub-Series A Bonds or any WSIP project, including but not limited 
to this Official Statement, the transaction documents, the SFPUC or the management of the SFPUC. 

The certification of the 2017 Sub-Series A Bonds as Climate Bonds by the CBI was addressed solely to the 
Commission and is not a recommendation to any person to purchase, hold or sell the 2017 Sub-Series A Bonds and 
such certification does not address the market price or suitability of the 2017 Sub-Series A Bonds for a particular 
investor. The certification also does not address the merits of the decision by the SFPUC or any third party to 
participate in any WSIP project and does not express and should not be deemed to be an expression of an opinion as 
to the SFPUC or any aspect of any WSIP project (including but not limited to the financial viability of any WSIP 
project) other than with respect to conformance with the Climate Bonds Standard. 

In issuing or monitoring, as applicable, the certification, the CBI has assumed and relied upon and will 
assume and rely upon the accuracy and completeness in all material respects of the information supplied or 
otherwise made available to the CBI. The CBI does not assume or accept any responsibility to any person for 
independently verifying (and it has not verified) such information or to undertake (and it has not undertaken) any 
independent evaluation of any WSIP project or the SFPUC. In addition, the CBI does not assume any obligation to 
conduct (and it has not conducted) any physical inspection of a WSIP project. The certification may only be used 
with the 2017 Sub-Series A Bonds and may not be used for any other purpose without the CBI’s prior written 
consent. 

The certification does not and is not in any way intended to address the likelihood of timely payment of 
interest when due on the 2017 Sub-Series A Bonds and/or the payment of principal at maturity or any other date. 

The certification may be withdrawn at any time in the CBI’s sole and absolute discretion and there can be 
no assurance that such certification will not be withdrawn. 

The CBI is not a licensed broker-dealer or a nationally recognized statistical ratings organization. 
Certification by the CBI is not a recommendation to buy, sell or hold securities, and such certification may be 
subject to revision or withdrawal, including, without limitation, in the event that the SFPUC’s future capital 
expenditures from the proceeds of the 2017 Sub-Series A Bonds vary from the anticipated expenditures reviewed by 
the CBI. The SFPUC will undertake reasonable efforts to ensure that any adjustment of capital expenditures or other 
actions taken with respect to the 2017 Sub-Series A Bonds will not result in revision or withdrawal of the CBI’s 
certification; however, there can be no guarantee that such adjustment or other action or a future revision to the 
CBI’s criteria for certifying bonds will not result in a withdrawal or revision of the CBI’s certification. 

The Indenture does not restrict the use of proceeds of future issuances of Bonds to the financing of Green 
Projects and in the future the SFPUC may issue Additional Bonds which are not designated as Green Bonds or 
certified by the CBI. 

The repayment obligations of the SFPUC with respect to the 2017 Sub-Series A Bonds are not conditioned 
on the completion of any particular project or the satisfaction of any condition relating to the status of the 2017 Sub-
Series A Bonds as Green Bonds or the certification of such bonds by the CBI. See “SECURITY FOR THE 
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 (with respect to Bonds issued as Build America Bonds) received by the SFPUC to the 
punctual payment of principal of, and premium, if any, and interest on the Bonds, including the 2017 Series ABC 
Bonds and 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.” 
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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 2017 Series ABC 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 2017 SERIES ABC 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 2017 SERIES ABC 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 2017 SERIES ABC BONDS. THE 2017 
SERIES ABC 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 Hetch 
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, but 
excluding: 

(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 grantor; 
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(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. 

The term “Revenues” also includes (i) 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 (ii) any other moneys, proceeds and other amounts that the 
SFPUC determines should be “Revenues” under the Indenture. 

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)(1) 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. As described below under “Rate 
Covenants—Debt Service Coverage”, the SFPUC is permitted to include within the calculation of Revenues any 
Refundable Credits which are required or permitted to be made under Federal sequestration legislation. 

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 pensions 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 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 Bonds of such Series that are 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 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 
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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). 

Principal. Second, on or before the fifth Business Day preceding each 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 other 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 for any Series of 
Bonds 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 
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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 2017 Series ABC Bonds. 

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 in “—Sufficiency of Revenues” 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. Under the Indenture, 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, the 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 
Maximum Annual Debt Service, Annual Debt Service, Debt Service and Average Annual Debt Service until the 
receipt of such Refundable Credits resumes and all prior deficiencies are cured. 

Pursuant to Federal sequestration legislation passed by Congress in 2011 and 2013, Federal subsidy 
payments for direct pay bonds, including Build America Bonds, have been reduced (by formula) from the original 
funding subsidy level of 35% of interest costs on direct pay bonds, including Build America Bonds. The 



 

 14 

sequestration reduction rate of the Federal subsidy payment for Build America Bonds is 6.6% for the Federal 
government’s fiscal year beginning October 1, 2017, and this means that refundable credits sought by the SFPUC 
for its Build America Bonds will be reduced by this percentage. This reduction will increase the SFPUC’s net 
interest cost. The percentage reduction is re-determined for each Federal fiscal year. At present, pursuant to Federal 
legislation, sequestration will continue through fiscal year 2023. However, legislation has been introduced in 
Congress which, if enacted, may significantly increase sequestration rates for direct pay bonds, including Build 
America Bonds, and may have the effect in some years of eliminating subsidy payments entirely. The SFPUC can 
give no assurance regarding the level of subsidy payments or changes in the sequestration rate, if any, in the future. 

The Indenture did not originally contemplate the reduction of Federal subsidies in the manner established 
by Federal sequestration legislation; however, the SFPUC has amended the Indenture to clarify that Refundable 
Credits scheduled to be paid pursuant to Federal sequestration legislation (“Partial BABs Subsidy Payments”) will 
be permitted to be included as “Revenues” under the Indenture (although such Refundable Credits will not be 
permitted to be used as a credit against Debt Service for any purposes under the Indenture). The SFPUC has also 
proposed another amendment, which will not become effective until approval by a majority of the aggregate 
principal amount of Bond Obligation of the Bonds then Outstanding and certain notice requirements contained in the 
Indenture have been satisfied (the date of effectiveness of such amendment hereinafter referred to as the 
“Amendment Effective Date”), which will permit Refundable Credits scheduled to be received under Federal 
sequestration legislation (or under other Federal regulation, pronouncement or similar action) to be used as a credit 
against interest coming due on the Build America Bonds for the purpose of calculating Maximum Annual Debt 
Service, Annual Debt Service, Debt Service and Average Annual Debt Service. To avoid double counting, 
Refundable Credits used as a credit against Debt Service are not included in the calculation of Revenues for any 
purpose under the Indenture. See the footnote to “APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF 
THE INDENTURE—DEFINITIONS—Maximum Annual Debt Service, Annual Debt Service, Debt Service, 
Average Annual Debt Service.” By their purchase of 2017 Series ABC Bonds, the purchasers of 2017 Series 
ABC Bonds irrevocably consent to the provisions of such amendment. 

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). 

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, 
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(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 2017 Series ABC 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 with cash, bond 
proceeds or 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-Fifth Supplemental Indenture, the Twenty-Sixth Supplemental 
Indenture and the Twenty-Seventh Supplemental Indenture, no Bond Reserve Account has been established 
for the 2017 Sub-Series A Bonds, the 2017 Sub-Series B Bonds or the 2017 Sub-Series C Bonds, respectively. 
The Bond Reserve Accounts established with respect to other Series of Bonds do not secure, and will not be 
available for, the 2017 Series ABC 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 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. 
Notwithstanding the foregoing, the SFPUC has the right to withdraw excess amounts on deposit in the Bond 
Reserve Fund at any time upon request to the Trustee. 

Bond Debt Service Reserve Fund Policies. On November 1, 2016, the SFPUC caused to be supplied by 
MUFG Union Bank, N.A. (“MUFG Union Bank”), a Qualified Bank, lines of credit constituting Bond Debt 
Service Reserve Fund Policies (the “Bond Debt Service Reserve Fund Policies”) to satisfy the respective Required 
Reserves for its Water Revenue Bonds, 2009 Series A, 2009 Series B, 2010 Sub-Series F, 2011 Sub-Series A and 
2012 Sub-Series A (the “Secured Series of Bonds”). The SFPUC and MUFG Union Bank entered into a credit 
agreement (a “Credit Agreement”) with respect to each Bond Debt Service Reserve Fund Policy. The delivery of 
the Bond Debt Service Reserve Fund Policies allowed the release of $60,070,950.20 in aggregate principal amount 
from the Bond Reserve Accounts. Released amounts will be used by the SFPUC to finance capital costs. 
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The Bond Debt Service Reserve Fund Policies will not secure the 2017 Series ABC Bonds. 

The Bond Debt Service Reserve Fund Policies 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 Debt Service Reserve Fund Policies 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 Debt Service Reserve Fund Policy and the SFPUC were 
unable to deliver either a replacement Bond Debt Service Reserve Fund Policy or cash in the amount of the 
Required Reserve, the related Bond Debt Service Reserve Fund Policy would be funded with a draw on the related 
Bond Debt Service Reserve Fund Policy 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 2017 Series ABC 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-month 
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) 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 
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(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 such certificate and the 
certificate delivered pursuant to clause (1) may also include as an offset to Operation and 
Maintenance Costs of the Enterprise any such costs which are scheduled to be paid from moneys 
other than Revenues which are clearly available for such purpose, and include as Revenues any 
other moneys, proceeds and other amounts that the SFPUC determines should be “Revenues” 
under the Indenture. 

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 2017 Series ABC 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 of Bonds.” 

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 Interim Funding Program” and “—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 (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 defined in Appendix A) as directed by the SFPUC, and all accounts funds and accounts held by the Treasurer 
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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” and “—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 pursuant to such Proposition A authorization. 

Proposition E. Section 8B.124 of the Charter, enacted by voters of the City on November 5, 2002 as part of 
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 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 30 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 Board 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 
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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. 

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 2017 Series ABC Bonds. 

Series of Bonds Purpose 
Principal Amount Outstanding  

as of November 1, 2017 
Water Revenue Bonds,  

1991 Series A 
Repair and replacement of water 

facilities 
$  7,100,000(1) 

Water Revenue Bonds,  
2009 Series A 

Water system improvements under 
Proposition A 

16,885,000 

Water Revenue Bonds,  
2009 Series B 

Water system improvements under 
Proposition A 

14,910,000 

Water Revenue Bonds,  
2010 Series ABC (2) (3) 

Water system improvements under 
Proposition E 

399,225,000 

Water Revenue Bonds,  
2010 Series DE (2) 

Water system improvements under 
Proposition E 

407,935,000 

Water Revenue Bonds,  
2010 Series FG (2) 

Water system improvements under 
Proposition E 

378,570,000 

Water Revenue Bonds,  
2011 Series ABCD 

Water system improvements under 
Proposition E and refund previously 
outstanding Bonds of the SFPUC 

708,110,000 

Water Revenue Bonds,  
2012 Series ABC 

Water system improvements under 
Proposition E and refund previously 
outstanding Bonds of the SFPUC 

701,880,000 

Water Revenue Bonds,  
2012 Series D (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

24,040,000 

Water Revenue Bonds,  
2015 Series A (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

429,600,000 

Water Revenue Bonds,  
2016 Series AB (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

873,885,000 

Water Revenue Bonds,  
2016 Series C 

Water system improvements under 
Proposition E 

253,885,000 

   
Total  $4,216,025,000 
 

____________________ 
(1) Issued as capital appreciation bonds. Represents full accreted value at maturity. 
(2) The 2010 Sub-Series B, Sub-Series E, and Sub-Series G Bonds were issued as Build America Bonds.  
(3) The 2010 Sub-Series C Bonds are no longer outstanding. 

State and Federal Loans 

In September 2017, the SFPUC entered into an Installment Sale Agreement and Grant (the “CWSRF 
Agreement”) with the State Water Resources Control Board (“SWRCB”) to finance a portion of the cost of the 
SFPUC’s San Francisco Westside Recycled Water Project (the “Westside Recycled Water Project”), a Water 
Enterprise 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 
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PROGRAM—Other Non-WSIP Projects.” The CWSRF Agreement was entered into pursuant to the SWRCB’s 
Clean Water State Revolving Fund Loan Program.  

The CWSRF Agreement provides for a $15 million grant and a $171.2 million loan (the “CWSRF Loan”). 
The CWSRF Loan has a 30-year, level amortizing fixed interest rate loan bearing interest at a rate of 1% per annum. 
Repayment of the CWSRF Loan begins one year after completion of the Westside Recycled Water Project. 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. 

In connection with the execution and delivery of the CWSRF Agreement, the SFPUC adopted the Twenty-
Fourth Supplemental Indenture which amends the Indenture to clarify the status of “Parity State Loans”, defined as 
“loan agreements or installment sale agreements entered into between the SFPUC and the State of California (or any 
board, department or agency thereof) to finance additions, betterments, extensions, repairs, renewals or replacements 
to the Water Enterprise which, by their terms, are payable from Revenues on a parity basis with debt service on the 
Bonds)”, as “evidences of indebtedness” within the meaning of the term “Bond” for certain purposes of the 
Indenture, and to make other technical amendments to facilitate the repayment of the CWSRF Loan on a parity with 
the payment of debt service on the Bonds. 

The SFPUC has no outstanding loan obligations with respect to the Water Enterprise payable to the Federal 
government from Revenues. 

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 2017 Series ABC 
Bonds if the conditions for the issuance of parity debt under the Indenture are met. See “SECURITY FOR THE 
BONDS—Additional Series of Bonds.” 

Subordinate Debt and Interim Funding Program 

Interim Funding Program. The SFPUC has established an Interim Funding Program (the “Interim 
Funding Program”) (formerly known as the “Commercial Paper Program”) to fund construction costs relating to 
capital projects. See “FINANCING OF CAPITAL IMPROVEMENTS.” 

The Interim Funding Program is authorized for the Water Enterprise in the aggregate principal amount of 
$500 million. Of this amount, $400 million is authorized for the SFPUC to issue commercial paper notes 
(“Commercial Paper Notes”) secured by three separate bank credit facilities, as set forth below. The remaining 
$100 million of the Interim Funding Program is in the form of a bank revolving credit agreement, as set forth below. 
The revolving credit agreement permits the SFPUC to make draws directly on the bank, with the SFPUC’s payment 
obligation evidenced by a tax-exempt revolving note and a taxable revolving note (the “Revolving Notes”).  

The Commercial Paper Notes and the Revolving Notes are payable from Revenues, and are secured on a 
parity lien basis with each other. The Commercial Paper Notes and the Revolving Notes, collectively, are secured on 
a basis subordinate to the payment of debt service on the Bonds. 

The Commercial Paper Notes are secured by (i) a $200 million liquidity facility from The Bank of Tokyo 
Mitsubishi UFJ, Ltd, which expires on June 29, 2018, (ii) a $100 million letter of credit from Bank of America, NA, 
which expires on July 24, 2020, and (iii) a $100 million letter of credit from Barclays Bank PLC which expires on 
July 23, 2021. The Revolving Notes were issued pursuant to a $100 million revolving credit agreement with U.S. 
Bank National Association which expires on July 25, 2020. 

On or before December 14, 2017, approximately $120.5 million principal amount of the outstanding 
Commercial Paper Notes will be refunded with proceeds of the 2017 Sub-Series A Bonds and the 2017 Sub-Series C 
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Bonds. As of October 1, 2017, the SFPUC had approximately $145 million principal amount of Commercial Paper 
Notes outstanding and no amount under the Revolving Notes is outstanding. 

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 
Bay Area Water Supply and Conservation Agency (“BAWSCA”). 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 30 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 of Supervisors or may remand the 
decision to the RBOC for further consideration. 
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Debt Service Requirements 

Set forth in the following table are debt service requirements on the Outstanding Bonds, the 2017 
Series ABC Bonds and Parity Obligations. 

DEBT SERVICE REQUIREMENTS ON OUTSTANDING BONDS,  
2017 SERIES ABC BONDS AND PARITY OBLIGATIONS 

Fiscal 
Year  

(ending  
June 30) 

Outstanding 
Bonds  
(1) (2) (3) 

2017 Sub-
Series A 
Bonds 

Principal 

2017 Sub-
Series A 
Bonds 

Interest(2) 

2017 Sub-
Series B 
Bonds 

Principal 

2017 Sub-
Series B 
Bonds 

Interest(2) 

2017 Sub-
Series C 
Bonds 

Principal 

2017 Sub-
Series C 
Bonds 

Interest(2) 

Other Parity 
Obligations 

Debt  
Service (4) 

Total Debt 
Service 
(2) (3) (5) 

2018(6) $ 105,482,306 – – – – – – – $  105,482,306 
2019 284,942,691 – – – – – – – 284,942,691 
2020 305,772,699 – – – – – $ 1,766,875 – 307,539,574 
2021 308,549,394 – $  6,057,000 – $  3,693,125 – 3,533,750 – 321,833,269 
2022 308,147,720 – 6,057,000 – 7,386,250 – 3,533,750 $  6,632,026 331,756,746 
2023 309,054,167 $  2,325,000 5,998,875 $  2,835,000 7,315,375 $ 1,355,000 3,499,875 6,632,026 339,015,318 
2024 308,917,986 2,445,000 5,879,625 2,985,000 7,169,875 1,425,000 3,430,375 6,632,026 338,884,887 
2025 308,400,414 2,570,000 5,754,250 3,135,000 7,016,875 1,500,000 3,357,250 6,632,026 338,365,814 
2026 307,866,455 2,705,000 5,622,375 3,295,000 6,856,125 1,575,000 3,280,375 6,632,026 337,832,356 
2027 306,431,737 2,840,000 5,483,750 3,465,000 6,687,125 1,660,000 3,199,500 6,632,026 336,399,138 
2028 305,947,712 2,990,000 5,338,000 3,645,000 6,509,375 1,745,000 3,114,375 6,632,026 335,921,488 
2029 305,324,431 3,140,000 5,184,750 3,830,000 6,322,500 1,830,000 3,025,000 6,632,026 335,288,707 
2030 304,378,895 3,300,000 5,023,750 4,025,000 6,126,125 1,925,000 2,931,125 6,632,026 334,341,921 
2031 303,640,844 3,470,000 4,854,500 4,230,000 5,919,750 2,025,000 2,832,375 6,632,026 333,604,494 
2032 304,247,379 3,650,000 4,676,500 4,450,000 5,702,750 2,130,000 2,728,500 6,632,026 334,217,154 
2033 303,209,584 3,835,000 4,489,375 4,680,000 5,474,500 2,240,000 2,619,250 6,632,026 333,179,734 
2034 302,127,607 4,035,000 4,292,625 4,920,000 5,234,500 2,355,000 2,504,375 6,632,026 332,101,133 
2035 300,997,281 4,240,000 4,085,750 5,170,000 4,982,250 2,475,000 2,383,625 6,632,026 330,965,932 
2036 299,820,252 4,455,000 3,868,375 5,435,000 4,717,125 2,600,000 2,256,750 6,632,026 329,784,527 
2037 298,604,021 4,685,000 3,639,875 5,715,000 4,438,375 2,735,000 2,123,375 6,632,026 328,572,672 
2038 268,135,957 4,925,000 3,399,625 6,005,000 4,145,375 2,875,000 1,983,125 6,632,026 298,101,108 
2039 266,856,017 5,180,000 3,147,000 6,315,000 3,837,375 3,020,000 1,835,750 6,632,026 296,823,168 
2040 265,336,152 5,445,000 2,881,375 6,640,000 3,513,500 3,175,000 1,680,875 6,632,026 295,303,928 
2041 213,620,508 5,725,000 2,602,125 6,980,000 3,173,000 3,340,000 1,518,000 6,632,026 243,590,659 
2042 161,048,531 6,015,000 2,308,625 7,335,000 2,815,125 3,510,000 1,346,750 6,632,026 191,011,057 
2043 112,205,129 6,325,000 2,000,125 7,715,000 2,438,875 3,690,000 1,166,750 6,632,026 142,172,905 
2044 111,762,595 6,650,000 1,675,750 8,110,000 2,043,250 3,880,000 977,500 6,632,026 141,731,121 
2045 44,910,890 6,990,000 1,334,750 8,525,000 1,627,375 4,080,000 778,500 6,632,026 74,878,541 
2046 44,414,871 7,350,000 976,250 8,960,000 1,190,250 4,285,000 569,375 6,632,026 74,377,771 
2047 43,899,389 7,725,000 599,375 9,420,000 730,750 4,505,000 349,625 6,632,026 73,861,164 
2048 28,786,808 8,125,000 203,125 9,905,000 247,625 4,740,000 118,500 6,632,026 58,758,083 
2049 28,221,241 – – – – – – 6,632,026 34,853,267 
2050 27,625,789 – – – – – – 6,632,026 34,257,815 
2051 27,006,975 – – – – – – 6,632,026 33,639,001 

Total (4) $7,525,694,424 $121,140,000 $107,434,500 $147,725,000 $127,314,500 $70,675,000 $64,445,250 $198,960,775 $8,363,389,448 
____________________ 
(1) Includes the Outstanding Bonds.  
(2) Net of capitalized interest payments. 
(3) Calculation of interest due on Bonds shown without an offset for Refundable Credits. 
(4) Clean Water State Revolving Fund Loan. See “OBLIGATIONS PAYABLE FROM REVENUES—State and Federal Loans.” 
(5) Totals may not add due to independent rounding. 
(6) Fiscal Year 2017-18 does not include debt service paid on November 1, 2017. 
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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 2017 SERIES ABC 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 2017 SERIES ABC BONDS. THE 2017 SERIES ABC 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 San Francisco 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 Napa and Sonoma “wine country” is about an hour’s 
drive to the north. The City’s 2017 population was approximately 874,228. 

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. Major 
corporations headquartered in the City include: Salesforce, Uber Technologies Inc., Twitter, Wells Fargo, Gap Inc., 
and Pacific Gas & Electric. 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 California State Supreme Court is also based in San Francisco. 

The City is a major convention and tourist destination. According to the San Francisco Travel Association, 
a nonprofit membership organization, during the calendar year 2016, approximately 25.2 million people visited the 
City and spent an estimated $9.0 billion during their visit, of which approximately $750 million was generated to the 
City in direct spending from convention visitors. 

The City benefits from a highly skilled, educated and professional labor force. The per-capita personal 
income of the City for fiscal year 2015-16 was $95,815 and unemployment was 3.4%. 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 2015-16, SFO 
serviced approximately 51.4 million passengers and handled 451,501 metric tons of cargo. The City is also served 
by the Bay Area Rapid Transit District (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, operated by the City, 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 by the voters of the City to his current term on November 3, 2015. 
The City’s adopted budget for fiscal years 2017-18 and 2018-19 totals $10.12 billion and $10.00 billion, 
respectively. The General Fund portion of each year’s adopted budget is $5.15 billion in fiscal year 2017-18 and 
$5.31 billion in fiscal year 2018-19, with the balance being allocated to all other funds, including enterprise fund 
departments, such as SFO, the San Francisco Municipal Transportation Agency, the Port Commission and the San 
Francisco Public Utilities Commission. The City’s adopted budget for fiscal years 2017-18 and 2018-19 includes 
30,835 full-time positions and 30,938 full-time positions, representing year‐over -year increases of 208 and 103 
positions, respectively. According to the Controller of the City (the “Controller”), the fiscal year 2017-18 total net 
assessed valuation of taxable property in the City is approximately $234.1 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 Hetch Hetchy 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”). 

• Hetch Hetchy Water and Power operates dams (including O’Shaughnessy Dam), reservoirs (including 
Hetch Hetchy Reservoir), hydroelectric generation and transmission facilities and water transmission 
facilities from Hetch Hetchy Valley to the connection with the Water Enterprise (collectively, the 
“Hetch Hetchy Project”). In addition, Hetch Hetchy 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 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. 
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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.” 

Hetch Hetchy – Water and Power Operations. Hetch Hetchy Water and Power operates the Hetch Hetchy 
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 Hetch Hetchy Project, was created in February 2005 
as a separate system within Hetch Hetchy 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 
Irrigation District and Turlock Irrigation District (collectively, the “Irrigation 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 Seat Originally Appointed Term Expires 
Ike Kwon, President 2 February 2015 August 2018 
Vince Courtney, Vice President 5 January 2011 August 2020 
Ann Moller Caen 3 March 1997 August 2020 
Anson Moran 4 July 2009 August 2018 
Francesca Vietor 1 September 2008 August 2020 
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Management 

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 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 Hetch 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, as well as the Bay Area Council. He is a member of the National Society of Black Engineers. 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 Hetch 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 
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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 
and the National Association of Clean Water Agencies. He has a B.S. in Biology from Stanford University and an 
M.B.A. 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, Ms. Ellis served as a Commissioner for two years. She 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. Ms. Ellis 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, Ms. Ellis 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. Ms. Ellis received her M.S. 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 of Infrastructure, responsible for capital programs 
and projects implementation for SFPUC facilities, including the Water System Improvement Program, Sewer 
System Improvement Program and the Hetchy System Capital 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 development of program goals and 
objectives for the WSIP, and development of the engineering alternatives for program environmental review. She 
developed and led the team that set up the program controls system to track and report on the WSIP projects’ 
progress relative to scope, schedule and budget. In 2008, she took over the design team of SFPUC and consultant 
staff to lead production of project designs for construction, working to ensure that projects met the WSIP level of 
service goals and objectives for seismic and delivery reliability, water quality, and water supply. She is a licensed 
professional civil engineer in California, and holds a degree in Civil Engineering from the University of California, 
Berkeley. 

Brian Henderson. Brian Henderson is the Interim 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. Henderson oversees operations, maintenance, facility improvements and regulatory compliance for 
the City’s four wastewater treatment plants, 56 pump stations, 993-mile long collection system, eight 
transport/storage facilities and 36 sewage discharge structures, as well as Treasure Island facilities. Mr. Henderson 
has over 20 years of engineering management experience within the City’s public works, water, power and sewer 
providing departments. He has served as Interim Program Director of Sewer System Improvement Program. He is a 
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licensed professional mechanical engineer in California and holds a degree in Mechanical Engineering from the 
University of California, Berkeley.  

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. 

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. The City reached agreements 
with all the labor unions whose contracts were set to expire June 30, 2017. These agreements extend the current 
contracts for two years, and provide employees with a 3% cost of living increase in each of those two years. The 
City’s labor unions have ratified the agreements, which must now be ratified by the Board of Supervisors. 

The SFPUC employs approximately 2,284 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, 15 presently represent 
SFPUC employees. Most City employees collectively bargain every two years. 

Over the next five years, approximately 33.2% 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 2020 Strategic Sustainability Plan includes an “effective 
workforce” goal, which focuses on a number of workforce development and sustainability initiatives. The SFPUC 
also provides ethics training, diversity training, management training, environmental management system training, 
as well as fraud prevention and awareness training. 

The following table summarizes the number of SFPUC and Water Enterprise employees covered by 
collective bargaining agreements as of July 1, 2017, each of which expire on June 30, 2018. 

 

(Remainder of Page Intentionally Left Blank) 
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TABLE 1 
COLLECTIVE BARGAINING AGREEMENTS 

Employee Bargaining Unit 

SFPUC 
Full-Time  
Equivalent 

Employment(1) 

Water Enterprise 
Full-Time 
Equivalent 

Employment(1) 
International Association of Machinists, Lodge 1414 98 66 
Carpenters, Local 22 40 26 
International Brotherhood of Electrical Workers, Local 6 250 60 
Laborers, Local 261 300 176 
San Francisco Association of Personnel Professionals, Local 21 68 8 
Member, Board or Commission 5 5 
Municipal Executives Association 254 68 
Operating Engineers, Local 3 48 38 
Plumbers, Local 38 464 336 
International Federation of Professional and Technical Engineers, Local 21 1,295 395 
Service Employees International Union, Local 1021 544 170 
San Francisco City Workers United -- -- 
Stationary Engineers, Local 39 628 182 
Teamsters, Local 856  2 -- 
Teamsters, Local 853 78 38 
Transport Workers Union Local 250-A, Automotive Service Workers 10 8 
Painters, Local 1176 18 12 
Unrepresented Employees(2) 2 -- 

Total 4,104 1,588 
____________________ 
 (1) Represents budgeted numbers as of July 1, 2017. 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.  

(2) 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 Retirement System, at 
least two of whom must be actively employed, and one 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 
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 is currently Cheiron, Inc., a nationally recognized firm selected by the Retirement Board 
pursuant to a competitive process. 
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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, 1145 Market Street, 5th 
Floor, San Francisco, CA 94103, or by calling (415) 487-7000. 

The funded status of the Plan as of July 1, 2016 (the most recent date for which information is available) 
was as follows: 

TABLE 2 
RETIREMENT PLAN FUNDED STATUS  

(AS OF JULY 1, 2016) 

 ($000,000s) 
Actuarial Liability $24,403.9 
Actuarial Value of Assets 20,654.7 
Unfunded Actuarial Liability 3,749.2 
Funded Status (assets/liabilities) 84.6% 

____________________ 
Source: SFERS July 1, 2016 Actuarial Valuation Report, Produced by Cheiron, February 2017 and SFPUC. 

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 2014-15, 2015-16 and 2016-17, the 
SFPUC’s employee contribution rates varied from 7.5% to 13.0% as a percentage of gross covered salary. For Fiscal 
Year 2016-17, 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 four Fiscal Years, the 
Water Enterprise has paid 100% of its required contributions. The contributions by the Water Enterprise required for 
Fiscal Years 2013-14 through 2017-18 are summarized in the following table. 
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TABLE 3 
WATER ENTERPRISE RETIREMENT PLAN CONTRIBUTIONS 

Fiscal Year 

Actuarially Determined  
Rate as a Percentage of 

Covered Payroll 
Contribution  

(000s) 

Percent of  
Required  

Contribution 
2013-14 24.8% $25,406 100% 
2014-15 26.8 27,506 100 
2015-16 22.8 23,639 100 
2016-17 21.4 21,574 100 

____________________ 
Source: SFERS July 1, 2016 Actuarial Valuation Report, Produced by Cheiron, February 2017 and 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 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 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 loss is identified. On the liability side, assumptions must be made 
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 
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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 (the “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 an increase in the employer contribution rate for Fiscal Year 2016-17, from 22.80% to 26.76%. The City 
projects that SFERS employer contribution rates will continue to increase in Fiscal Year 2017-18. 

Healthcare Benefits. Healthcare benefits for 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 was approximately $23,839,000 and $24,787,000 in Fiscal Years 2015-16 and 2016-17, respectively. 
Included in these amounts are $7,408,000 and $8,065,000 for Fiscal Years 2015-16 and 2016-17, respectively, to 
provide post-retirement benefits for 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 (“OPEB”) other than pensions obligations, ARC adjustment, and OPEB cost based upon 
an actuarial valuation performed in accordance with Governmental Accounting Standards Board Statement 
(“GASB”) No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions, 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.  
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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 2015-16 and 2016-17, for the amount contributed to the plan, and changes in the City’s net 
OPEB obligation: 

TABLE 4 
ANNUAL OPEB OBLIGATION  

FOR FISCAL YEARS 2015-16 AND 2016-17 
(IN THOUSANDS) 

 2016 2017 
Annual required contribution $13,868 $15,362 
Interest on net OPEB obligation 4,404 4,175 
Adjustment to ARC (3,581) (1,688) 
Annual OPEB cost (expense) 14,691 17,849 
Contribution made (7,408) (8,065) 
Increase in net OPEB obligation 7,283 9,784 
Net OPEB obligation – beginning of year 104,263 111,546 
Net OPEB obligation – end of year $111,546 $121,330 
____________________ 
Source: SFPUC, Financial Services. 

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 approximately $4.2 billion for 
Fiscal Year 2016-17. The amount allocable to the Water Enterprise, as of June 30, 2017, was approximately $178.6 
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 
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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. 

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. City and County of 
San Francisco, 235 Cal. App. 4th 619 (2015) 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. This decision is now final and its implementation 
increased the July 1, 2016 unfunded actuarial liability by $429.3 million for Supplemental COLAs granted 
retroactive to July 1, 2013 and July 1, 2014.  

On July 13, 2016, the Retirement Board adopted a resolution to exempt members who retired before 
November 6, 1996, from the “fully funded” provision related to payment of Supplemental COLAs under 
Proposition C. The resolution directed that retroactive payments for Supplemental COLAs be made to these retirees. 
After the Retirement Board adopted said resolution, the Retirement System published an actuarial study on the cost 
to the fund of payments to the pre‐1996 retirees. The study reports that the two retroactive supplemental payments 
will trigger immediate payments of $34 million, create additional liability for continuing payments of $114 million, 
and cause a new unfunded liability of $148 million. This liability does not include the Supplemental COLA 
payments that may be triggered in the future. Under the cost sharing formulas in Proposition C, the City and its 
employees will pay for these costs in the form of higher yearly contribution rates. The Controller has projected the 
future cost to the City and its employees to be $260 million, with over $200 million to be paid in the next five fiscal 
years. The City obtained a permanent injunction to prevent SFERS from making Supplemental COLA payments to 
these members who retired before November 6, 1996. The Retirement Board has appealed the Superior Court’s 
injunction, and the schedule for that appeal is not yet known. 

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 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. Collectively, with the exception of the Cordilleras 
Mutual Water Company, the Wholesale Customers are members of BAWSCA, which is a public agency separate 
and apart from the 27 Wholesale Customers. Altogether, nearly 2.7 million people rely on water supplied by the 
Water Enterprise. 
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The Water Enterprise consists of over 389 miles of pipeline, over 74 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 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 
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. Hetch Hetchy 
Valley, which is located on the Tuolumne River in Yosemite National Park, was first recommended as a reservoir 
site at the turn of the 20th century in a United States Geological Survey Study. Then-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 and 
transferred those filings to the City in 1903. 

Following the Great Earthquake of 1906, 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 Hetch Hetchy System (as defined 
herein). It also entered into negotiations with the Irrigation Districts to protect the Irrigation Districts’ existing water 
rights and to provide them a share of the hydroelectric power to be produced by Hetch 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 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 Hetch Hetchy Reservoir, including (among others) the requirement that 
the City recognize the prior rights of the Irrigation Districts to receive water, up to specified amounts of natural daily 
flow, for direct use and storage. After 20 years of construction of dams and aqueducts, water from the Hetch 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 entitles the SFPUC to appropriate in excess of 400 million 
gallons per day (“mgd”) from the Tuolumne River and its tributaries. 

The City holds “pre-1914” appropriative water rights for the storage and diversion of water for the Hetch 
Hetchy and local water systems, except with respect to San Antonio Reservoir. San Antonio Reservoir has a post-
1914 appropriative water right license from the SWRCB. Pre-1914 water rights are not subject to the water right 
permitting authority of the SWRCB but remain subject to jurisdiction concerning adequacy of the right and 
reasonableness of water use.  

See “—Current Water Supply Sources” and “—Proposals to Restore Hetch 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 Hetch Hetchy Reservoir and local runoff into Bay Area reservoirs 
in the Alameda and Peninsula watersheds. Water developed via Hetch Hetchy Reservoir through Hetch Hetchy 
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facilities represents the majority of the water supply available to the SFPUC. On average, Hetch 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 Westside 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 Hetch 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. See also “Water Supply Initiatives—Local Groundwater and Recycled Water 
Projects.” 

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 Country Club wells and the Regional Water System. For purposes of water accounting and billing, 
these deliveries to Castlewood Country Club 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 a 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 recent drought, gross per 
capita water use within the City decreased to 72 gpcd in Fiscal Year 2016-17, with residential water use calculated 
to be approximately 41 gpcd in Fiscal Year 2016-17, 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 remain low. 

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, State and local indoor and outdoor efficiency requirements, the WSIP, and analysis of local 
efficient plumbing fixture saturation rates and water-saving opportunities in our service area.     
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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”). The LUA forecasts are a City-specific refinement 
of growth forecasts from the Association of Bay Area Governments (“ABAG”), ABAG 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 City 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 the City is projected to increase by 23%. 

 

(Remainder of Page Intentionally Left Blank) 
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TABLE 5 
PROJECTED RETAIL WATER DEMAND 

(IN MGD) 

 2020 2025 2030 2035 2040 
In-City Residential Demand 37.6 39.1 41.8 44.5 47.3 
(Single and Multiple Family)      
In-City Non-residential 28.9 28.9 29.5 30.4 31.6 
(Business/Industrial/Municipal Demands)(1)      
Subtotal – In-City Retail 66.5 68.0 71.3 74.9 78.9 
      
In-City Water Loss(2) 6.0 6.0 6.0 6.0 6.0 
Subtotal – In-City Losses 6.0 6.0 6.0 6.0 6.0 
      
Suburban Residential 0.1 0.1 0.1 0.1 0.1 
Suburban Non-residential(3) 4.4 4.4 4.4 4.4 4.4 
Groveland CSD 0.5 0.5 0.5 0.5 0.5 
Subtotal – Suburban Retail(4) 5.0 5.0 5.0 5.0 5.0 
      
Total – Retail Demand 77.5 79.0 82.3 85.9 89.9 
      
Local Water Supplies 4.6 7.1 7.1 7.2 7.3 
      
Net Retail Demand from  
Regional Water System 

72.9 71.9 75.2 78.7 82.0 

____________________ 
(1) Includes Builders & Contractors, Docks & Shipping, and all dedicated irrigation. 
(2) Water losses include both apparent and real losses. 
(3) Includes the San Francisco County Jail, San Francisco International Airport, Lawrence Livermore National Laboratory, 

Castlewood Country Club, Sunol Valley Golf Course, and other non-residential suburban or municipal accounts. 
(4) 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, 
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 UWMP 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 2040 Water Management Action Plan (“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. 

In Fiscal Year 2015-16, Wholesale Customers collectively received approximately 64.5% 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 293.3 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. 
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TABLE 6 
PROJECTED WHOLESALE CUSTOMER WATER DEMAND AND SUPPLIES 

(IN MGD) 

 2020 2025 2030 2035 2040 
Wholesale Customer Purchases 
from the Regional Water 
System(1) 

 
156.74 

 
163.39 

 
167.03 

 
170.47 

 
174.44 

Other Supplies(2) 93.64 105.34 110.66 114.31 118.89 
Total Wholesale Customer Demand 250.38 268.73 277.69 284.78 293.33 

____________________ 
(1) This projected demand includes increased deliveries to interruptible customers, the cities of San Jose and Santa Clara, as 

well as to a permanent customer, the City of East Palo Alto, consistent with WaterMAP. 
(2) 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: BAWSCA Annual Survey Fiscal Year 2015-16, released March 2017. 
 

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 nine mgd to the City of San Jose (“San Jose”) and 
the City of Santa Clara (“Santa Clara”) as interruptible customers. However, San Jose and Santa Clara are 
requesting up to a total of 14.5 mgd in future years, and City of East Palo Alto (“East Palo Alto”), a permanent 
customer, is requesting an additional 1.5 mgd above its Individual Supply Guarantee. In 2017, the City of Mountain 
View (“Mountain View”) agreed to a permanent one mgd transfer of its Individual Supply Guarantee to East Palo 
Alto. See “Wholesale Deliveries—Creation of Transfer Market” and “—2018 Water Supply Decisions.” 

TABLE 7 
PROJECTED TOTAL WATER DEMAND  

(IN MGD) 

 2020 2025 2030 2035 2040 
Retail Customers(1) 77.5 79.0 82.3 85.9 89.9 
Wholesale Customers(2) 156.74 163.39 167.03 170.47 174.44 
Total System 234.24 242.39 249.33 256.37 264.34 

____________________ 
(1) 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 BAWSCA Annual Survey Fiscal Year 2015-16, released March 2017. This projected demand reflects Regional 

Water System demands only and includes increased deliveries to interruptible customers San Jose and Santa Clara. 
Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 

See “FORWARD-LOOKING STATEMENTS” above. 
Source: SFPUC. 
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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 
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 Hetch Hetchy Reservoir to meet Raker Act and fishery 
purposes). 

The SFPUC operates its system to optimize the reliability and quality of its water deliveries. Hetch Hetchy 
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, 
Hetch Hetchy 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, Hetch Hetchy 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 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 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 
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existing SFPUC operations policies and procedures, the SFPUC has a system delivery capability of 258 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 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 
of local 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 the City, 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 Irrigation 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 two mgd dry-year water transfer with Modesto Irrigation District and Oakdale 
Irrigation District 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. 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 an alternative groundwater source that can be pumped in dry years. The 
SFPUC adopted the project following CEQA certification in August 2014. The SFPUC began delivering water from 
the alternative groundwater source for the Groundwater Storage and Recovery Project in Fiscal Year 2016-17. The 
wells for the Groundwater Storage and Recovery Project are expected to be online in 2018. 

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 nine 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 new 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 Retail Customers in the City with up to an 
additional four mgd of groundwater from the northern portion of the Westside Basin in the City. The San Francisco 
Groundwater Supply Project is currently installing six wells and treatment facilities to achieve up to 4.0 mgd of new 
groundwater supply. 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 Golf Course and 
the Presidio of San Francisco. The SFPUC issued a notice to proceed for construction contracts for the Westside 
Recycled Water Project on October 18, 2017. 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.  
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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 
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 expanded 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 four 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, not-for-profit 
educational institution. All of the Wholesale Customers are located within Alameda County, Santa Clara County or 
San Mateo County. 

• Alameda County is located to the east 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 1,645,359 as of January 1, 2017. 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 San 
Jose, the third largest city in the State. The California Department of Finance Demographic Research 
Unit estimated Santa Clara County’s population at 1,938,180 as of January 1, 2017. Most of its 
population is concentrated in the extensively urbanized and heavily industrialized northern portion of 
Santa Clara 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 770,203 as of 
January 1, 2017. 

• 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 1.78 million people in 
their respective service areas, with the balance of the respective population being serviced by other providers. 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: 

 Wholesale Customers  

Municipalities Water Purveying Districts Private Entities 
City of Brisbane 
City of Burlingame 
City of Daly City 
City of East Palo Alto 
City of Hayward 
City of Menlo Park 
City of Millbrae 
City of Milpitas 
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 of Hillsborough 
 

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 
  

California Water Service 
Company(1) 

Stanford University 

____________________ 
(1) 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. 

(2) 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. 

(3) Cordilleras Mutual Water Company is the only Wholesale Customer that is not a member of BAWSCA. 
 
 

(Remainder of Page Intentionally Left Blank) 
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The following table shows the percentage of water purchased from the Regional Water System by 
Wholesale Customers (not including Cordilleras Mutual Water Company) in Fiscal Year 2015-16. Of the 26 
Wholesale Customers listed, 15 derived over 90% of their water from the SFPUC. 

TABLE 8 
PERCENTAGE OF WATER PURCHASED FROM THE REGIONAL WATER SYSTEM  

BY WHOLESALE CUSTOMERS IN FISCAL YEAR 2015-16(1) 

  
Water Purchased 

(mgd) 

 Population SFPUC (2) Total % SFPUC (2) 
California Water Service Company 254,785 23.74 25.54 93.0% 
City of Hayward 158,985 12.25 12.25 100.0% 
City of Palo Alto 68,020 8.21 8.93 91.9%(3) 
City of Sunnyvale 148,372 7.98 14.77 54.0% 
City of Redwood City 87,023 7.19 7.77 92.5%(3) 
City of Mountain View 75,430 6.77 7.90 85.7% 
Alameda County Water District 348,000 6.22 32.39 19.2% 
City of Milpitas 75,521 4.54 8.26 55.0% 
City of Daly City 109,139 4.41 6.44 68.5% 
San Jose Municipal Water District 9,059 4.09 4.90 83.5% 
Estero Municipal Improvement District 37,165 3.62 3.62 100.0% 
City of Burlingame 31,109 3.09 3.09 100.0% 
City of Santa Clara 120,973 2.33 18.07 12.9% 
Mid-Peninsula Water District 26,924 2.21 2.21 100.0% 
City of Menlo Park 16,066 2.20 2.20 100.0% 
Town of Hillsborough 10,869 2.15 2.15 100.0% 
North Coast County Water District 40,000 1.84 1.87 98.4%(3) 
City of Millbrae 22,848 1.84 1.84 100.0% 
City of East Palo Alto 24,424 1.42 1.42 100.0% 
Stanford University 30,943 1.39 2.20 63.2% 
Purissima Hills Water District 6,150 1.31 1.31 100.0% 
City of San Bruno 44,409 1.31 3.11 42.1% 
Coastside County Water District 16,704 1.18 1.67 70.7% 
Westborough Water District 14,050 0.80 0.80 100.0% 
City of Brisbane / Guadalupe Valley 

Municipal Improvement District 
4,562 0.53 0.53 100.0% 

Total All Agencies (4) 1,781,530 112.62 175.24 64.2% 
____________________ 
(1) Fiscal Year 2016-17 data is not yet available. 
(2) Purchases from the Regional Water System. Does not include Cordilleras Mutual Water Company, which is the only 

Wholesale customer that is not a member of BAWSCA. 
(3) Other sources of supply consist entirely of recycled water, so 100.0% of supply is from the SFPUC, either directly or 

indirectly. 
(4) Totals may not add due to rounding. 
Source: SFPUC. 
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The following table summarizes the sources of supply for the Wholesale Customers (not including the 
Cordilleras Mutual Water Company) collectively during Fiscal Year 2015-16. 

 
TABLE 9 

WATER DELIVERIES TO WHOLESALE CUSTOMERS BY SOURCE 
FISCAL YEAR 2015-16(1) 

Source Acre-Feet Percent of Total 
San Francisco Public Utilities Commission 126,181 64.5% 
Other Sources (Includes State/Federal) 33,657 17.1 
Groundwater 20,764 10.6 
Surface Water 7,044 3.6 
Recycled Water 8,400 4.3 
Total (2) 196,666 100.0% 

____________________ 
(1) Fiscal Year 2016-17 data is not yet available. 
(2) Totals may not add due to rounding. 
Source: SFPUC. 

 
The Bay Area Water Supply and Conservation Agency. BAWSCA is the successor agency to the Bay 

Area Water Users Authority (“BAWUA”). 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, BAWUA 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. 

BAWSCA is governed by a 26-member Board of Directors which is composed of community leaders 
representing its 26 members. 

BAWSCA 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 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”) in 2002. While 
BAWSCA focuses on planning and water management and may engage in public works projects, the RFA 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 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 RFA 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 RFA has not, to date, issued any revenue bonds, and the SFPUC is not now aware of any current plans 
by the RFA to do so. The ability of the RFA to issue bonds expires in December 2020.  
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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 (through June 30, 2034), 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 Hetch 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 (“Hayward”) does not have an individual supply guarantee as it had previously negotiated an 
individual contract that did not limit its water use. 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 Hayward. For Fiscal 
Year 2016-17, total water purchases by the Wholesale Customers with individual supply guarantees (including 
Hayward’s current use, but excluding San Jose and Santa Clara) were approximately 59.3% of the combined Supply 
Assurance. 

 

(Remainder of Page Intentionally Left Blank) 
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The following table shows the Individual Supply Guarantee and actual Fiscal Year 2016-17 purchases for 
the Wholesale Customers. 

TABLE 10 
WHOLESALE CONTRACTUAL OBLIGATIONS  

(IN MGD)  

 

Individual 
Supply 

Guarantee (1) 
Actual 2016-17 

Purchases  
Alameda County Water District 13.76 6.23 
City of Brisbane / Guadalupe Valley Municipal Improvement District (2) 0.98 0.34 
City of Burlingame 5.23 3.23 
California Water Service Company(3) 35.68 24.29 
Coastside County Water District 2.18 1.07 
City of Daly City 4.29 3.82 
City of East Palo Alto 1.96 1.51 
Estero Municipal Improvement District 5.90 3.83 
City of Hayward 22.10 12.87 
Town of Hillsborough 4.09 2.31 
City of Menlo Park 4.46 2.38 
Mid-Peninsula Water District 3.89 2.33 
City of Millbrae 3.15 1.88 
City of Milpitas 9.23 4.84 
City of Mountain View 13.46 6.92 
North Coast County Water District 3.84 2.21 
City of Palo Alto  17.07 8.98 
Purissima Hills Water District 1.62 1.39 
City of Redwood City 10.93 7.71 
City of San Bruno 3.25 0.75 
City of San Jose (4) 0.00 4.13 
City of Santa Clara (4) 0.00 2.01 
Stanford University 3.03 1.42 
City of Sunnyvale 12.58 8.13 
Westborough County Water District 1.32 0.73 
Subtotal BAWSCA Demand 184.00 115.32 
Cordilleras Mutual Water Company (5) -- 0.01 
Total Wholesale Demand (6)  -- 115.33 
____________________ 
(1) “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 SFPUC to public use in the wholesale service area (not including the cities of San Jose and Santa Clara). 
Hayward’s allocation is calculated as 184 mgd less the total of permanent customer Individual Supply Guarantees (161.92 
mgd). 

(2) Brisbane and Guadalupe Valley Municipal Improvement District are two Wholesale Customers that are jointly operated.  
(3) Includes individual Supply Guarantee of Skyline County Water District, which was purchased by California Water Service 

Company-Bear Gulch in 2009. 
(4) San Jose and Santa Clara do not have an allocated share of Supply Assurance due to their temporary, interruptible status 

under the WSA. 
(5) Cordilleras Mutual Water Company is not a member of BAWSCA, and therefore does not have an Individual Supply 

Guarantee.  
(6) Totals may not add due to rounding. 
Sources: Water Supply Agreement; SFPUC Customer Care and Billing System. 
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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 placed in service after June 30, 2009 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,” and “APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE 
WATER SUPPLY AGREEMENT—Wholesale Revenue Requirement,” “—Capital Cost Contribution—New 
Regional Assets” and “—Hetch Hetchy Enterprise Expenses.”  

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. 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 2016 Water Supply Development Report recommended against issuing a conditional 5-year 
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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. 

To establish a water supply planning framework for the planning period of 2019 through 2040, the SFPUC 
developed the 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. In 
2017, the Mountain View agreed to a permanent one mgd transfer of its supply guarantee to East Palo Alto, which 
transfer has been approved by the SFPUC.  

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 BAWSCA, 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. 

Converting San Jose and Santa Clara to permanent, non-interruptible customers would require the SFPUC 
to secure nine 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. Through updated 
demand forecasts prepared in tandem with the development of the WaterMAP and other planning efforts, the 
SFPUC anticipates that there is sufficient supply availability to continue to serve the needs of San Jose and Santa 
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Clara past 2030. Therefore, the 2018 Water Supply Decisions, which were assumed to be necessary by 2018, are no 
longer imminently required. The SFPUC is continuing to evaluate several water supply alternatives that can meet the 
long-term needs of San Jose and Santa Clara. In the meantime, the SFPUC will continue to meet the two cities’ 
demands. While it is not anticipated, if water use by the Wholesale Customers is projected to exceed 184 mgd before 
new supplies are identified and the SFPUC makes a decision to make San Jose and Santa Clara permanent 
customers, the SFPUC may issue a conditional five-year notice of termination or reduction in supply to San Jose and 
Santa Clara. During Fiscal Year 2016-17, Mountain View approved a permanent one mgd Individual Supply 
Guarantee transfer to East Palo Alto to address a portion of East Palo Alto’s projected demand increase. An 
additional supply of up to 0.5 mgd to meet the balance of East Palo Alto’s outstanding request is being considered at 
this time. 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 nine 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. 

The SFPUC is currently evaluating several purified water project alternatives as well as regional water 
supply options such as desalination to provide up to 15 mgd of water supply for San Jose, Santa Clara and East Palo 
Alto. It remains unclear if, and how much, water supply could be available through these alternatives. The SFPUC 
plans to develop a water supply program by 2023 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. 

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. 

Minimum Annual Purchases. Pursuant to the WSA, Alameda County Water District and the cities of 
Milpitas, Mountain View and Sunnyvale may purchase water from sources other than the SFPUC, provided that 
each agency purchase a minimum annual quantity of water from the SFPUC. Due to continued dry years from Fiscal 
Year 2012-2015, 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. 
See “APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT—
Restrictions on Purchases of Water from Others’; Minimum Annual Purchases.” 

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 National 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 the City’s many multi-family units, the average outdoor water use is 
considerably lower than the statewide residential outdoor average water use. Residential per capita water usage has 
been less than 50 gallons per person per day since 2011. By comparison, the State statewide average water use in 
2016 was 82 gallons per person per day. 

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 2012-13 through 2016-17. 

TABLE 11 
HISTORIC WHOLESALE AND RETAIL WATER SALES 

FISCAL YEARS ENDED JUNE 30 
(IN MGD) 

 2013 2014 2015 2016 2017 
2017 % 
of Total 

Retail Customers       
Residential (1) 41.5 39.7 36.8 35.1 35.9 20.6% 
Commercial (1) 19.6 18.5 18.1 17.3 17.0 10.3% 
Suburban Retail (1) 4.4 4.2 3.8 3.2 3.2 1.3% 
Municipal (1) 3.9 3.8 3.0 2.8 2.7 1.5% 
Industrial 0.2 0.2 0.2 0.2 0.2 0.1% 
Docks & Shipping 0.0 0.0 0.1 0.0 0.0 0.0% 

Retail water sales† 69.5 66.4(2) 62.0(2) 58.6(2) 59.0 33.8% 
       
Wholesale Customers       
California Water Service 33.0 33.8 29.1 23.4 24.3 13.9% 
Hayward Municipal Water 15.5 15.2 13.6 12.2 12.9 7.4% 
City of Palo Alto 11.3 11.3 9.6 8.2 9.0 5.1% 
City of Sunnyvale 9.5 8.5 7.8 7.8 8.1 4.7% 
City of Redwood City 9.3 9.1 8.0 7.1 7.7 4.4% 
City of Mountain View 9.1 9.0 7.6 6.7 6.9 4.0% 
Alameda County Water District 9.1 12.0 8.0 6.0 6.2 3.6% 
City of Milpitas 6.4 6.6 5.2 4.5 4.8 2.8% 
City of San Jose 4.5 4.6 4.5 4.1 4.1 2.4% 
Estero Municipal Improvement District 4.1 4.1 4.0 3.6 3.8 2.2% 
All Other Wholesale Customers 36.2 35.4 30.7 27.3 27.6 15.8% 

Wholesale water sales† 147.9 149.7 128.0(2) 111.8(2) 115.6 66.2% 
       

Total water sales† 217.5 216.1 190.1 169.5 174.6 100.0% 
       
% Change from prior year 2.6% -0.6%  -12.0% -10.9% 3.0% -- 
____________________ 
† Totals may not add due to rounding. 
(1)  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. 

(2)  Reflects decline in water sales due to declaration of emergency by California Governor Jerry Brown in January 2014. 
Source: SFPUC Customer Care and Billing System. 

 
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 
eight years. 

Prior to Fiscal Year 2013-14, water sales remained relatively flat, as moderate conservation practices 
compensated for a growing population and strong local economy. 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 
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approximately 10% from Fiscal Year 2014-15 through Fiscal Year 2015-16. Fiscal Year 2016-17 sales increased by 
3% following the wet winter and the easing of drought restrictions. See also “THE WATER ENTERPRISE—Recent 
California Drought and Current Water Conditions.” 

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 2016-17. 

TABLE 12 
TOP FIVE RETAIL CUSTOMERS 

AND TOP TEN WHOLESALE CUSTOMERS 
FISCAL YEAR 2016-17 

 
Water Sales 

Revenue 
(In Thousands) 

Percent of all 
Water 

Revenues 

Percent of 
Wholesale 
Customer 

Revenues(1) 

Percent of 
Retail 

Customer 
Revenues(1) 

Retail Customers     
San Francisco International Airport (2) $3,907 0.8% N/A 1.7% 
NASA Shared Services Center, LLC 1,741 0.4% N/A 0.8% 
Parkmerced Investors Properties, LLC 1,678 0.4% N/A 0.7% 
University of California San Francisco 1,534 0.3% N/A 0.7% 
Recreation and Parks Department 1,393 0.3% N/A 0.6% 

Total: $10,253 2.2% N/A 4.4% 
     
Wholesale Customers     
Calif. Water Service Company $48,673 10.5% 20.9% N/A 
Hayward Muni Water System 25,952 5.6% 11.1% N/A 
City of Palo Alto 18,174 3.9% 7.8% N/A 
City of Redwood City  16,397 3.5% 7.0% N/A 
City of Sunnyvale 15,632 3.4% 6.7% N/A 
City of Mountain View 13,921 3.0% 6.0% N/A 
Alameda County Water District 12,808 2.8% 5.5% N/A 
City of Milpitas 9,775 2.1% 4.2% N/A 
ESD/San Jose Muni Water System 8,329 1.8% 3.6% N/A 
City of Daly City 8,148 1.8% 3.5% N/A 

Total: $177,809 38.2% 76.2% N/A 
____________________ 
(1) Percentages based on total Wholesale Revenues of $233.4M and total Retail Revenues of $231.7M. 
(2) 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 and Billing System. 

Recent California Drought and Current Water Conditions 

The recent drought of 2012-2015 represents the driest four-year sequence in the hydrologic record. The 
SFPUC and its customers responded well to calls for conservation during the drought.  

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 Hetch 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 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 



 

 53 

hydrology. A Water Year is the period of October 1 of the prior year through September 30 of the year in question. 
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. The SFPUC continued to ask for a voluntary 10% reduction from 
average annual 2013 water demand in its service area in Water Year 2016 to ensure its reservoirs were able to 
rebound from the prolonged drought.  

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. 
Hetch Hetchy Reservoir was filled to up to 100% of capacity toward the end of the Water Year 2016 snowmelt 
runoff period (the end of the run off occurred on mid-June 2016). See “WATER FACILITIES—Water Storage.” 

As compared to the same period in Water Year 2016, precipitation conditions improved in Water Year 
2017. In fact, Water Year 2017 brought precipitation totals of over 150% of average. 

GRAPH 1 
PRECIPITATION AT HETCH HETCHY – WATER YEAR 2017 

 

____________________ 
Source: SFPUC. 
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GRAPH 2 
PERCENTAGE OF MEDIAN APRIL 1 SNOWPACK CONDITIONS 

 
 
____________________ 
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 recent 
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. (The SWRCB also dismissed its enforcement proceeding 
against the West Side Irrigation District (“WSID”) in the same order.) However, in its order 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, sought writ relief from the 
SWRCB’s order. The City believes that the SWRCB’s order in the BBID enforcement proceeding is inconsistent 
with established appellate case law. Two other challenges to the SWRCB’s order were filed and these three 
challenges, along with other pending challenges to the SWRCB’s 2014 and 2015 curtailment actions, were assigned 
to a coordination judge in Santa Clara Superior Court. The petitioners in all of these challenges have agreed to 
resolve certain legal issues, including the jurisdictional issues surrounding pre-1914 water rights, through summary 
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adjudication. The summary adjudication briefing is ongoing; petitioners filed a joint brief in July 2017 and the 
SWRCB’s opposition brief is due in October 2017. The City anticipates that any ruling on the jurisdictional issues 
will be appealed. 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. See “REGULATORY MATTERS—Bay-
Delta Water Quality Standards” and “—FERC Proceeding to Increase Flows in the Lower Tuolumne River.” 

Potential Impact of Climate 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 the 
latter part of the 20th century and will likely continue through the 21st 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, climate change 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 runoff to 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 
degrade water quality; 

• Sea level rise, which could cause inundation of Water Enterprise assets and/or an increase in 
saltwater intrusion into groundwater basins; 

• Increased water temperatures with accompanying adverse effects on some fisheries and water 
quality; and 

• Changes in urban water demand. 

However, other than the general trends listed above, there is no clear scientific consensus on exactly how 
climate change will quantitatively affect SFPUC or State water supplies.  

The SFPUC staff conducted a hydrologic modeling study to determine streamflow sensitivities to possible 
increases in temperature and changes in precipitation due to climate change in the Tuolumne watershed. For the 
hydrologic study, the likelihood of any particular climate future was not assessed, and the report did not seek to 
comprehensively frame all the changes climate scientists expect from global warming. The goal of that study was 
simply to assess the sensitivity of reservoir inflows to a range of changes in two climate variables, temperature and 
precipitation. For that reason, a physically-based conceptual hydrology simulation model was calibrated against past 
conditions and used to assess potential changes in the timing and volume of runoff that may occur for increase in 
temperature of up to 9.7 degree Fahrenheit and change in precipitation ranging between -15% and +6% as compared 
to existing conditions. A review of the literature and consultation with climate science experts allowed selection of 
climate scenarios that encompassed a range of temperature and precipitation changes that may be experienced 
through 2100 so that potential changes in watershed runoff could be simulated and analyzed. With differing 
increases in temperature alone, the median annual runoff at Hetch Hetchy would decrease by 0.7% to 2.1% from 
present-day conditions with increases between about +1 and +3 degree Fahrenheit and decrease by 2.6% to 10.2% 
from present-day with larger increases between about +3.5 and +9.7 degree Fahrenheit. Adding differing decreases 
in precipitation on top of temperature increases, the median annual runoff at Hetch Hetchy would decrease by 7.6% 
to 8.6% from present-day conditions with 5% decrease in precipitation and by 24.7% to 29.4% from present-day 
conditions with 15% decrease in precipitation. Low runoff years are critical to evaluate water supply reliability. 
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Climate change effects are exacerbated in low runoff years and aforementioned decreases in runoff will be larger in 
dry years by a factor between 1.5 and 3. The preliminary water supply analysis shows that the Regional Water 
System would be vulnerable to temperature increases above 6.3 degree Fahrenheit without change in precipitation 
and for temperature increases above 3 degree Fahrenheit when combined with decreases in precipitation greater than 
5 percent.  

Based on these preliminary studies and the results of literature reviews, the potential impacts of climate 
change 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 Water Enterprise is currently working on a long-term vulnerability 
assessment with researchers at University of Massachusetts, the National Center for Atmospheric Research, and 
Deltares, a research institute in Delft, Netherlands. There are many uncertain factors such as climate change, 
changing regulations, water quality, growth and economic cycles that may create vulnerabilities for the Regional 
Water System’s ability to meet levels of service. The uncertainties associated with the degree to which these factors 
will occur and how much risk they present to the water system is difficult to predict, but nonetheless they need to be 
considered in SFPUC planning. To address this planning challenge, the proposed project will use a vulnerability-
based planning approach to explore a range of future conditions to identify vulnerabilities, assess the risks associated 
with these vulnerabilities and develop an adaptation plan that is flexible and robust to a wide range of future 
outcomes. This plan will guide water supply decisions to reduce the risk of particular vulnerabilities of the Regional 
Water System over the next 50 years or longer. The project will aim to address (i) the conditions under which the 
Regional Water System will no longer be able to meet water supply performance criteria, (ii) whether climate 
change is the most important driver of vulnerability for the Regional Water System, and (iii) the SFPUC’s ability to 
manage vulnerabilities.  

Regarding sea level rise, the City has developed policies for considering the potential impact of sea level 
rise on City assets, “Guidance for Incorporating Sea Level Rise into Capital Planning” that requires all assets in the 
City’s Ten-Year Capital Plan be evaluated for inundation under a variety of sea level rise scenarios plus a 1% storm. 
The SPFUC identified three facilities that are part of the Auxiliary Water Supply System (“AWSS”), the 
supplementary and emergency water supply for firefighting managed by the SFPUC. These assets have projected 
functional lifespans of between 90 and 100 years and were found to be in the potential inundation zone toward the 
end of the 21st century. The City, through its Sea Level Rise Action Plan, is currently evaluating the best approaches 
for protecting these assets, along with all other public and private assets potentially subject to inundation caused by 
sea level rise and large storms.  

The SFPUC is a founding member of the Water Utility Climate Alliance, a group of 11 large water utilities 
delivering drinking water to over 50 million people in the United States that is focused on collaboratively advancing 
water utility climate change adaptation. 

Proposals to Restore Hetch Hetchy Valley 

Some environmental organizations advocate for the removal of Hetch Hetchy Reservoir and the restoration 
of Hetch Hetchy Valley. For example, an initiative ordinance entitled the “Water Sustainability and Environmental 
Restoration Planning Act of 2012” qualified for the November 2012 City ballot with support from an organization 
called “Restore Hetch Hetchy” and would have required the City to identify alternative sources of water and, subject 
to certain additional conditions, end its use of Hetch Hetchy Reservoir. This initiative was rejected by the City’s 
voters. 

There have been previous studies that examined prior proposals to remove Hetch Hetchy 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 Hetch Hetchy 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 10 years to 
complete and would cost an additional $65 million dollars. 
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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 Hetch 
Hetchy 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 Hetch Hetchy under Section 2. Restore Hetch Hetchy appealed the trial court’s decision at the 
5th District Court of Appeal in Fresno, California. The case has been fully briefed and the City anticipates that oral 
arguments will be scheduled in 2018. Regardless of the result at the 5th District Court of Appeal, the City anticipates 
further appellate proceedings. The City continues to assert that the legal arguments 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 Hetch Hetchy 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 Hetch Hetchy Project began in earnest in 1914, and 
after almost 20 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.” 



 

 58 

Since the 1930s, the major additions to the SFPUC’s water system have included the raising 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 Hetchy 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. The Tesla Treatment Facility disinfects Hetch 
Hetchy Water. See “—Water Treatment—Hetch Hetchy Water.” 

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. 

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 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 
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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. 

TABLE 13 
SUMMARY OF SYSTEM FACILITIES 

 Regional Water System In-City Distribution System 
Pipelines 389 miles 1,235 miles 
Tunnels 74.5 miles None 
Pump Stations 5 24 
Reservoirs and/or Water Tanks 11 reservoirs 11 reservoirs/8 water tanks 
Treatment Plants 3 None 
____________________ 
Source: SFPUC, Water Enterprise. 

Water Treatment 

Hetch Hetchy Water. Hetch 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 Hetch 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 Hetch 
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 Hetch Hetchy water source meets federal and State drinking water quality requirements 
without filtration, and thus the SFPUC is not required to filter water from Hetch Hetchy Reservoir. For further 
discussion of the State and federal regulatory requirements affecting the Water Enterprise, see “REGULATORY 
MATTERS.” 

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 Hetch 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 (WSIP)” and “APPENDIX C—WATER 
SYSTEM IMPROVEMENT PROGRAM.” 

Local Water. All water derived from surface water sources other than Hetch 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 
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been completed as part of the WSIP. See “CAPITAL IMPROVEMENT PROGRAM—Water System Improvement 
Program (WSIP)” and “APPENDIX C—WATER SYSTEM IMPROVEMENT PROGRAM.” New groundwater 
supply from the San Francisco Groundwater Supply Project does not require filtration. Treatment of groundwater for 
hexavalent chromium (Chrome-6), nitrate, and manganese to meet federal and state drinking water regulations will 
be achieved through blending. Blending treatment will take place within distribution pipelines and Sunset Reservoir.  

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 Hetch Hetchy Project and SVWTP 
water at the chloramination and fluoridation facilities in Sunol. SVWTP also filters Hetch 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: Hetch Hetchy Reservoir, Lake Lloyd Reservoir, and Lake Eleanor Reservoir. 

Water stored in Hetch Hetchy Reservoir is also used for hydroelectric generation and released downstream 
to satisfy instream flow requirements. Normally, only Hetch 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 Irrigation Districts’ Raker Act entitlements and produce hydroelectric 
power.  

Downstream of the Hetch Hetchy System on the Tuolumne River is the New Don Pedro Project, owned 
and operated by the Irrigation Districts. The New Don Pedro Project includes a dam that impounds the Tuolumne 
River, creating the New Don Pedro Reservoir, also owned by the Irrigation 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 the Hetch Hetchy Project to the New Don Pedro Reservoir to meet the Irrigation 
Districts’ downstream requirements. Water Bank storage space in New Don Pedro Reservoir is integrated into the 
Water System’s 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 Irrigation Districts and divert water supply from Hetch Hetchy 
Reservoir to the Bay Area. 
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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 Hetch Hetchy Project diversions, and, along with Calaveras Reservoir, serve as a water supply 
delivery facility in the event of an interruption to Hetch Hetchy Project deliveries. 

Dam Supervision. 18 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 14 
REGIONAL WATER SYSTEM STORAGE CAPACITY  

(AS OF OCTOBER 1, 2017) 

Reservoir 

Current  
Storage  

(Acre-Feet) 
(1)(2)(3) 

Maximum  
Storage  

(Acre-Feet) 
(3)(4) 

Available 
Capacity  

(Acre-Feet) 

Percent of  
Maximum  

Storage 

Normal 
Percent of 
Maximum 
Storage(5) 

Tuolumne Storage      
Hetch Hetchy 334,110 360,360 26,250 92.7% 76.4% 
Cherry 11,670 273,500 261,830 4.3% - 
Lake Eleanor  27,113 27,113 0 100.0% - 
Water Bank 570,000 570,000 0 100.0% 99.7% 
Total Tuolumne Storage 942,893 1,230,973 288,080 76.6% - 

Local Storage      
Calaveras  27,854 96,670 68,816 28.8% - 
San Antonio 39,160 50,637 11,477 77.3% - 
Crystal Springs 52,530 58,309 5,779 90.1% - 
San Andreas 17,014 19,027 2,013 89.4% - 
Pilarcitos 1,889 3,030 1,141 62.3% - 
Total Local Storage 138,447 227,673 89,226 60.8% - 

      
Total Regional Water System 1,081,340 1,458,646 377,306 74.1% 81.6% 
Total Without Water Bank 511,340 888,646 377,306 57.5% - 
____________________ 
(1) Upcountry storage is average of previous day’s storage from United States Geological Survey website. 
(2) Water bank storage reported for October 1, 2017. 
(3)  Local data from daily water report. 
(4) Upcountry maximum storage is with flashboards, taken from rating curve. 
(5) The ratio of median storage for this day over maximum storage capacity. Median storage for this day is based on historical 

storage data from years 1982-2014. 
Source: SFPUC. 
 

Table 14 herein shows storage levels as of October 1, 2017. Total Water System storage levels would 
normally be at approximately 81.6% of Total Water System storage capacity as of this date. The level as of 
October 1, 2017 is approximately 74.1% of Total Water System storage capacity. Total Water System storage 
capacity is therefore lower than normal for October 1, which can be explained by both Cherry Lake and Calaveras 
Reservoir operating at limited capacities. The current storage level of Cherry Lake, the second largest physical 
reservoir in the Total Water System, is negligible as it has been drained in preparation for valve work. While Cherry 
Lake is at this level, it will also provide an opportunity to complete a dam evaluation recently mandated by DSOD. 
The current storage level of Calaveras Reservoir, the largest of the local storage facilities, is about one-third of its 
capacity on October 1 due to the construction underway as part of the Calaveras Dam Replacement Project. Water 
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Bank, on the other hand, is at nearly full capacity on October 1, which in a normal year, would be lower than that, at 
approximately 99.7% of maximum storage capacity. See “WATER FACILITIES—Water Storage—System Storage 
Capacity” and “CAPITAL IMPROVEMENT PROGRAM—Water System Improvement Program (WSIP).” 

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 SFPUC 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. 

The following table summarizes the in-City reservoirs and storage tanks maintained by the Water 
Enterprise. 

TABLE 15 
IN-CITY DISTRIBUTION SYSTEM POTABLE WATER STORAGE CAPACITY 

Reservoir Millions of Gallons 
Sunset(1) 176.7 
University Mound(1) 140.9 
Sutro 31.4 
Summit 14.0 
College Hill 13.5 
Stanford Heights 12.9 
Merced Manor(1) 9.5 
Lombard 2.7 
Potrero 1.0 
Storage Tanks 10.2 

Total 412.8 
__________ 
(1) Terminal reservoirs for the Regional Water System. 
Source: SFPUC. 

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 approximately 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 18.9 miles from the Early Intake Dam to Priest 
Reservoir. The upper 7.4 miles are not lined and the lower 11.5 miles are lined. Inspections in 1989, 2006 and 2008 
identified signs of deterioration in the lining which were projected to 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 Hetch 
Hetchy water system (“Hetch Hetchy Water”) operations. See “CAPITAL IMPROVEMENT PROGRAM—Hetch 
Hetchy Water—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. The Coast Range Tunnel was inspected in January 2015 after having been last 
inspected in 1995. The recent inspection revealed that the Coast Range Tunnel is still in good condition, with little 
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change noted since the 1995 inspection. Irvington Tunnel 1 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 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.” 

Seismic Hazards 

The Hetch 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 of Napa, 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 2017 Series ABC 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 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 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 
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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 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. 

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 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”) of 215 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.” 
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Wildfire Considerations 

 The Hetch 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 
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 financial plan provides estimated rate impacts of 
projected capital and operating spending and assures compliance with debt service coverage and other financial 
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 2017-18 to Fiscal 
Year 2026-27, which includes the Water Enterprise-related components of the Hetch Hetchy Water and Power Ten-
Year Capital Plan, most recently adopted by the Commission in February 2017, totals approximately $1.75 billion. 
The Ten-Year Capital Plan includes projects in five major categories: (i) Regional Water; (ii) Local Water; 
(iii) WSIP; (iv) Non-WSIP (v) Hetch Hetchy Water; and (vi) Auxiliary Water Supply System. The Regional Water, 
Local Water, WSIP, Non-WSIP and Hetch Hetchy Water categories of the Water Enterprise’s CIP are expected to 
be financed by a combination of revenue bonds, commercial paper, revolving notes, 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 Program (WSIP),” “—Regional Water Program,” “—Local Water Program,” “—Other 
Non-WSIP Projects,” and “—Hetch Hetchy 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. AWSS 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 
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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 
(excluding the AWSS) as set forth in the Ten-Year Capital Plan for Fiscal Year 2017-18 to Fiscal Year 2026-27.  

TABLE 16 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)(1) 

 2018(2) 2019 2020 2021 2022 Total 
Regional Water $41,639  $96,252 $121,312 $52,479 $41,682 $353,364 
Local Water 60,600 82,625 65,100 58,600 58,100 325,025 
WSIP(3) 27,000 20,000 0 0 0 47,000 
Non-WSIP 6,500 6,500 272 0 0 13,272 
Hetch Hetchy Water 22,783  24,741 275,875 13,995 12,940 350,334 

Total Appropriations $158,522  $230,118 $462,559 $125,074 $112,722 $1,088,995 
     
(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. 
(2) Budgeted. 
(3) The WSIP category of the Ten-Year Capital Plan, projected to comprise approximately $47 million, consists of the WSIP 

costs needed to supplement the WSIP funding that makes up the total $4.845 billion cost through the estimated final 
completion of WSIP in Fiscal Year 2018-19. 

Source: SFPUC. 

Regional Water Program 

The Regional Water Program, projected to comprise approximately $531.0 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 $615.5 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 $561.0 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 established a 
goal to accelerate the pipe repair and replacement rate to 15 miles per year, from a previous rate of 5 miles per year.  

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.” 

As of July 1, 2017, WSIP was approximately 95% complete. The most significant WSIP project remaining 
is the Calaveras Dam Replacement Project, 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 CDRP and ACDD will be 
completed significantly later and at significantly higher costs than originally anticipated in 2005, the overall WSIP 
program costs have increased only 12% since 2005. Budget increases for the CDRP were primarily due to complex 
geologic site conditions encountered during construction that were different than conditions understood during the 
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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, delays due to an unusually wet winter in Fiscal 
Year 2016-17 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. 

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 $13.2 million. This category consists of supplemental funds for two water supply projects – the San 
Francisco Groundwater Supply Project and the Westside Recycled Water Project. In September 2017, the SFPUC 
entered into the CWSRF Agreement with the SWRCB to fund a portion of the cost of the Westside Recycled Water 
Project. See “”OBLIGATIONS PAYABLE FROM REVENUES—State and Federal Loans.”  

Hetch Hetchy Water 

General. Upgrades to the aging facilities of Hetch Hetchy Water and Power are being planned to ensure 
reliability and preparedness for the future. The Hetch Hetchy Water category of the Ten-Year Capital Plan is 
projected to cost approximately $439.3 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 Hetch Hetchy Water (consisting of approximately $107.8 million of 
Hetch Hetchy Water costs) and the Hetch Hetchy Water portion of jointly-owned assets of Hetch Hetchy Water and 
the Power Enterprise in the Hetch Hetchy Water and Power System (consisting of approximately $331.5 million of 
Hetch Hetchy Water costs). See “THE PUBLIC UTILITIES COMMISSION—Organization, Purposes and 
Powers—Hetch Hetchy – Water and Power Operations.” A significant project among the Hetch Hetchy 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 Hetch Hetchy Regional Water System, Mountain Tunnel is a critical 
water conveyance facility. Built between 1917 and 1925, Mountain Tunnel extends 18.9 miles from the Early Intake 
Dam to Priest Reservoir. The upper 7.4 miles are not lined and the lower 11.5 miles are lined. Inspections in 1989, 
2006, 2008 and 2017 identified signs of deterioration in the lining which were projected to 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 Hetch Hetchy Water operations, and 
could cause up to six months of water supply disruption. Options evaluated 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 Interim Repairs Project, (2) the Mountain Tunnel Adits and Access Improvement Project, and 
(3) the Mountain Tunnel Long-Term Improvements Project. A complete shutdown and draining of Mountain Tunnel 
was performed during January and February 2017 to accomplish the Inspection and Interim Repairs Project and the 
Adits and Access Improvement Project, as well as to develop information and knowledge for the design and 
construction of the Long-Term Improvements Project. 

The Mountain Tunnel Inspection and Repairs Project resulted in the successful completion of a detailed 
inspection of the entire length of the tunnel, including visual inspections, photography and video documentation of 
lining defects, more than 50 core samples of lining material, and survey marking of all lining defects. It also 
included repairs of different lining defect locations in about 8,000 lineal feet of the tunnel sites. Additional interim 
repairs will be performed in a planned November 2018 60-day shutdown to reduce the risk of failures in the concrete 
lining. 
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The Mountain Tunnel Adits and Access Improvement Project was intended to address the critical nature of 
the potential impact of lining failure on water delivery obligations. 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 Adit 8/9, access roads and adits (access 
passages to the tunnel) were 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 also was enhanced to complement the 
existing system. 

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 Hetch Hetchy Water and Power System in reliable service. Sufficient 
information was collected during the early 2017 shutdown, inspection and repairs to allow for the development of a 
proposed preferred alternative for the Long-Term Improvements Project. The preferred alternative is a 
rehabilitation/repair project with the addition of flow controls (valving) on the downstream end of the tunnel in or 
near Priest Reservoir. The flow controls will allow the tunnel to be operated in a full state at different flow rates 
which will reduce lining deterioration. 

Based on the preferred alternative described in the preceding paragraph, improvements to Mountain 
Tunnel, a jointly-owned asset with the Power Enterprise, are now projected to cost approximately $227 million over 
the Ten-Year Capital Plan period, not including the costs of interim repairs to be performed as part of the shutdown 
planned for 2018. The revised cost of the Mountain Tunnel improvements will be reflected in the Ten-Year Capital 
Plan for Fiscal Year 2018-19 to Fiscal Year 2027-28 expected to be adopted by the Commission in February 2018. 
The improvements are expected to be funded pursuant to existing cost-sharing agreements with Wholesale 
Customers. The Water Enterprise has a 45% share of the funding of the Mountain Tunnel projects. The remaining 
55% share of funding of the Mountain Tunnel projects is to be funded by the Power Enterprise. See “FINANCIAL 
OPERATIONS—General—Allocation of Hetch 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. Section 4321) (“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 if the 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.  
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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.  

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 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 2017-18 to Fiscal 
Year 2026-27, adopted by the Commission in February 2017, long-term debt financing is projected to fund 
approximately $1.05 billion of the Ten-Year Capital Plan. Revenue (pay-as-you-go) funding is expected to provide 
approximately $584.4 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 Program Facilities  

The SFPUC utilizes the Interim Funding Program to meet the expenditure and encumbrance needs of 
capital projects on an interim basis through design and into the early project construction phase. The Interim 
Funding Program is authorized for the Water Enterprise in the aggregate principal amount of $500 million. Of this 
amount, $400 million is authorized for the SFPUC to issue Commercial Paper Notes and the remaining $100 million 
is in the form of a bank revolving credit agreement, which permits the SFPUC to make draws directly on the bank, 
with the SFPUC’s payment obligation evidenced by the Revolving Notes.  

Interim funding program obligations are then refunded and consolidated into either long-term revenue bond 
issues or a Parity State Loan when the outstanding and encumbered amount of the interim funding obligations 
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.  

As of October 1, 2017, the SFPUC had approximately $145 million principal amount of Commercial Paper 
Notes and no amount under the Revolving Notes outstanding. Approximately $120.5 million principal amount of the 
outstanding Commercial Paper Notes will be refunded with proceeds of the 2017 Sub-Series A Bonds and the 2017 
Sub-Series C Bonds. The SFPUC anticipates issuing additional Commercial Paper Notes and making draws directly 
on the U.S. Bank National Association facility to provide interim financing for Water Enterprise capital projects. 
See “PLAN OF FINANCE” and “OBLIGATIONS PAYABLE FROM REVENUES—Subordinate Debt and Interim 
Funding Program.” 
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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 for Fiscal Year 2017-18 to 
Fiscal Year 2026-27. 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 2026-27. Pursuant to the WSA, a share of debt service associated with improvements to the Regional 
Water System, including debt service associated with WSIP financing, is the responsibility of the Wholesale 
Customers. 

Pursuant to the Ten-Year Financial Plan for Fiscal Year 2017-18 to Fiscal Year 2026-27, the SFPUC 
projects that retail water rates will increase annually by an average of approximately 7.0% from Fiscal Year 2018-19 
to Fiscal Year 2026-27, 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.” 

TABLE 17 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM  

FUNDING SOURCES 
FOR FISCAL YEARS ENDED JUNE 30 

(IN THOUSANDS)(1) 

 2018 2019 2020 2021 2022 
Appropriations $158,522 (2) $230,118 $462,559 $125,074 $112,672 
      
Revenue Bonds / Parity State Loan $129,692 $177,314 $409,755 $85,103 63,245 
Water Revenues 27,830  51,804 51,804 38,971 48,427 
Capacity Charge Revenues 1,000  1,000 1,000 1,000 1,000 

Total Sources $158,522  $230,118 $462,559 $125,074 $112,672 
__________ 
(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. 
(2) Budgeted. 
Source: SFPUC. 

FINANCIAL OPERATIONS 

General 

The SFPUC is a department of the City and, as such, the financial operations of the SFPUC’s 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 SFPUC applies all applicable GASB pronouncements. 
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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. 

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 in Table 27 for Fiscal Year 2016-17.  

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 of the facilities of the Hetch Hetchy Project are joint 
assets and are used for both water transmission and power generation and transmission, benefitting both Hetch 
Hetchy 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 Hetch Hetchy Water and the Power Enterprise are allocated to 
the Power Enterprise. Operating and capital costs benefitting Hetch Hetchy Water and 45% of operating and capital 
costs jointly benefitting both Hetch Hetchy 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 
Hetch Hetchy Water and Power. Such transfers constitute “Operation and Maintenance Costs of the Enterprise.” See 
“—Operating and Maintenance Expenses—Inter-Enterprise Transfers.” 

Financial Management Policies. To support sound financial management practices during periods of 
instability and to ensure organizational accountability and disciplined decision making, and to maintain the highest 
practical credit ratings, the SFPUC conducted an extensive peer review study to compare the financial policies of 
other United States municipal utilities, analyze rating agency evaluations of financial policies and recommend 
changes to the SFPUC’s existing financial policies. Based on this study, the Commission adopted in February and 
March 2017 a Debt Service Coverage Policy, a Capital Financing Policy and a Fund Balance Reserve Policy. Such 
new policies replaced the SFPUC’s existing Fund Balance Reserve Policy. The Commission also revised its Debt 
Management Policies and Procedures in August 2017. See “—Financial Management Policies.” In addition, the 
Commission adopted a Ratepayer Assurance Policy to address the prudent use of ratepayer funds and the 
establishment of rates and charges and to ensure process transparency.  

Financial Reporting System. The City introduced a new financial reporting system in July 2017. The City 
expects to use its prior financial accounting and management information system to report accounting and financial 
information for Fiscal Year 2016-17 and its new financial reporting system to report accounting and financial 
information thereafter, commencing with the report for Fiscal Year 2017-18. 
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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 Hetch Hetchy Assessment,” the costs of operating the Hetch 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 Hetch Hetchy 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 of undepreciated 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 
BAWSCA 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 2017-18 is approximately $35.6 million owed to the Wholesale Customers. See “APPENDIX B—SUMMARY 
OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT—Balancing Account.” 

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 
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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 
Recent California Drought on Revenues and Rates.” 

Historical Wholesale Water Rate Adjustments. The following table lists wholesale water rate adjustments 
since Fiscal Year 2007-08 for the Wholesale Customers. 

TABLE 18 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN WHOLESALE WATER RATES 

Date 
Change in  

Wholesale Rates (1) 
July 2008 10.0% 
July 2009 15.7 
July 2010 15.2 
July 2011 38.4 
July 2012 11.4 
July 2013 (16.4) 
July 2014 19.6 
July 2015 28.0 
July 2016 9.3 
July 2017 0.0 

____________________ 
(1) 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 
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 Hetch 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 26” herein. 
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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 (400 cubic feet) of use per month (single-family) or 3 CCF (300 cubic feet) 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 2017-18. 

TABLE 19 
RATES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2017 

 Single-Family 
Residential 
($/CCF)(1) 

Multi-Family 
Residential 

($/CCF) 
Non-Residential 

($/CCF) 
Tier 1(2) (0-4 or 0-3 CCF) 6.42 6.57 - 
Tier 2 (All other usage) 8.62 8.81 - 
Uniform(3) - - 7.64 
____________________ 
(1) One “CCF” equals 100 cubic feet of water (equal to 748 gallons). 
(2) Tier 1 for single-family residential is from 0-4 CCF; tier 1 for multi-family residential is from 0-3 CCF. 
(3) Different rates applying to builders and contractors, fire service, interruptible irrigation and docks and ships apply 

to a small percentage of Non-Residential use. 
Source: SFPUC, Financial Services. 

 
The following table shows a comparison of typical monthly charges for representative Retail Customer 

classes based on average use. 

TABLE 20 
MONTHLY CHARGES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2017 

Customer Type 
Average  

Use (CCF) 
Meter  
Size 

Fixed  
Charge 

Volume  
Charge 

Total 
Monthly 
Charges  

(Volume + 
Fixed) 

Average Single Family Residence 5.1 5/8" $ 11.63 $  35.16 $  46.79 
Larger Single Family Residence 12.0 5/8" 11.63 94.64 106.27 
Large Apartment Building 101.0 3" 95.95 594.13 690.08 
Large Office 351.0 3" 95.95 2,681.64 2,777.59 
Department Store 340.0 4" 156.17 2,597.60 2,753.77 
Hotel 3,314.0 6" 306.76 25,318.96 25,625.72 
 
____________________ 
Source: SFPUC, Financial Services 
 

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. 
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Under the Charter, in setting retail rates, fees and charges (for water and for the wastewater 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. 

(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 studies 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 rates, 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, 2014 through June 30, 2018. The rate study that will set rates for the four-year period beginning July 1, 2018 
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is currently ongoing. Pursuant to the Charter, the SFPUC has retained an independent consultant to perform a cost of 
service study. Rates are set to be presented to the Commission in April 2018, with increases anticipated for four 
years through June 2022. 

The following table lists retail water rate adjustments since Fiscal Year 2008-09 through Fiscal Year 
2017-18. 

TABLE 21 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN RETAIL WATER RATES 

Date Retail Rates 
July 2008 15.0 
July 2009 15.0 
July 2010 15.0 
July 2011 12.5 
July 2012 12.5 
July 2013 6.5 
July 2014 12.0 
July 2015 12.0 
July 2016 10.0 
July 2017 7.0 

____________________ 
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.”  

In 2016, the SFPUC retained an independent rate consultant to conduct rate and cost of service studies for 
four years of rates effective July 1, 2018. The rate study is currently analyzing the cost of service of the SFPUC’s 
operating and capital expenses and will propose rates to meet calculated revenue requirements. Policy areas being 
explored by the rate study include updating the existing tiered residential rate structure, increasing the share of fixed 
versus volumetric charges, and creating drought rates or other measures to enhance revenue stability. Final analysis 
for the rate study is currently ongoing, with proposed rates scheduled to be published in February 2018 and 
Commission hearings scheduled in April and May 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 July 1, 2017. 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. 

TABLE 22 
ACCOUNTS RECEIVABLES AGING REPORT 

AS OF JULY 1, 2017 

Period Amount (1) Percent of Total 
0 - 30 Days $26,781,077.89 92.25% 
31 - 60 Days 1,208,845.39 4.16 
61 - 90 Days 431,625.17 1.49 
Over 90 Days 609,859.47 2.10 
Total $29,031,407.92 100.00% 
   
Credit Balances $    (669,228.56)  
Total Aged Receivables $28,362,179.36  
   
Less Allowance For Doubtful Accounts $ (2,251,150.85)  
Accounts Receivable, Net of Allowance $26,111,028.51  

 
____________________  

(1)  Excludes receivables from municipal customers. 
Source: SFPUC, Financial Services. 

The following table shows a five-year history of write-offs for uncollectible accounts. 

TABLE 23 
WRITE-OFFS FOR UNCOLLECTIBLE ACCOUNTS 

Fiscal Year 
(ended June 30) Amount 

2013 $   4,081 
2014(1) 472,784 
2015(1) 617,734 
2016 3,621 
2017 73,315 

 
____________________ 
(1)  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. 

TABLE 24 
COMPARATIVE MONTHLY RESIDENTIAL WATER CHARGES 

AS OF JULY 1, 2017 

Water Purveyor Monthly Charge(1) 
City of Palo Alto $56.73 
San Francisco Public Utilities Commission  54.55 
Alameda County Water District 49.20 
East Bay Municipal Utility District 43.30(2) 
City of Hayward 42.80 
Contra Costa County Water District 42.54(2) 
City of Santa Clara 34.14 

____________________  

(1) Based on monthly usage of 6 CCF (600 cubic feet). 
(2) 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 Recent California Drought on Revenues and Rates 

The recent 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 did 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. Following a wet 2016/2017 hydrologic year and a forecast of full 
reservoir storage levels, the SFPUC lifted all voluntary and mandatory restrictions and excess use charges, effective 
May 1, 2017.  

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. 
Projected retail water sales revenue is based on significantly lower sales assumptions, and reflects the already-
adopted retail rates through Fiscal Year 2017-18. Retail rates thereafter are expected to increase to reflect the likely 
long-term reduction in water usage. 
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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, 2017, the capacity charge is 
$1,346 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 Engineering News Record (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 
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 Hetch 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, 
Hetch Hetchy 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 2017-18, the 
SFPUC has allocated $45.7 million in administrative costs to the Water Enterprise. For Fiscal Year 2016-17, the 
SFPUC allocated $44.8 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 Hetch Hetchy Water 
and Power to pay for services related to water storage and delivery. The budgeted transfer amount is $32.6 million 
for Fiscal Year 2017-18 and was $34.6 million for Fiscal Year 2016-17. An additional transfer related to power 
purchases is budgeted at $9.7 million for Fiscal Year 2017-18 and was $9.0 million in Fiscal Year 2016-17. Should 
Hetch Hetchy 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 
$11.3 million for Fiscal Year 2017-18 and was $11.9 million for Fiscal Year 2016-17. 

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 Subordinate 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. Prior to Fiscal Year 2007-08, 
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 SFPUC collected payments from other City 
agencies totaling approximately $10.8 million in Fiscal Year 2016-17 and has budgeted to collect 
$11.2 million in Fiscal Year 2017-18. 
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Financial Management Policies 

Debt Management Policies and Procedures. The SFPUC has established “Debt Management Policies and 
Procedures” for debt financing under its jurisdiction. The SFPUC has also established separate “SFPUC Bond 
Disclosure Policies and Procedures” which are appended to the “Debt Management Policies and Procedures.” These 
policies 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 and comply with all debt issuance and 
administration rules and regulations. The “Debt Management Policies and Procedures” are reviewed bi-annually and 
revised, as necessary, with Commission approval. The most recent revisions were approved on August 8, 2017. 

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, makes no representation that these policies will be 
followed by the SFPUC. 

Debt Service Coverage Policy. The Commission adopted a debt service coverage policy (the “Debt Service 
Coverage Policy”) on March 28, 2017, which applies to all SFPUC enterprises, including the Water Enterprise. 
Pursuant to the Debt Service Coverage Policy, to ensure that the SFPUC maintains access to low-cost capital and 
retains financial flexibility for contingencies, the SFPUC will aim to adopt budgets, rates and financial plans that 
generate revenues such that debt service coverage on an Indenture basis will be at least 1.35 times and debt service 
coverage on a current basis will be at least 1.10 times. 

The Indenture includes a rate covenant of 1.25 times coverage (including certain available fund balances). 
See “SECURITY FOR THE BONDS—Rate Covenants—Debt Service Coverage.” 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 

Capital Financing Policy. The Commission adopted a capital financing policy (the “Capital Financing 
Policy”) on March 28, 2017, which applies to all SFPUC enterprises, including the Water Enterprise. The SFPUC 
relies mainly on current revenue and debt financing to pay for capital assets or improvements. According to the 
Capital Financing Policy, the appropriate mix of current revenues versus debt financing depends, in part, on the 
capital investment lifecycle of the Water Enterprise. Accordingly, the SFPUC has determined that over the 10-year 
financial planning horizon, the SFPUC will aim to pay for a minimum ranging between 15% and 30% of the Water 
Enterprise’s capital budget from current revenues. 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 

Fund Balance Reserve Policy. The Commission adopted a fund balance reserve policy (the “Fund 
Balance Reserve Policy”) on February 28, 2017, which applies to all SFPUC enterprises, including the Water 
Enterprise. Pursuant to the Fund Balance Reserve Policy, for the time period covered in the 10-Year Financial Plan, 
the SFPUC will aim to propose operating and capital budgets and rates for adoption such that the Fund Balance 
Reserve totals a minimum of 90 days or 25% of operations and maintenance expenses (including programmatic 
projects and excluding debt service and revenue-funded capital) throughout the forecast period. Amounts in excess 
of such minimum will be considered for contingencies and rate stabilization. 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 
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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 of October 1, 2017 to be 521 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 October 1, 2017. The Water Enterprise’s pooled deposits and investments 
accounted for approximately $463.9 million, or approximately 5.8%, of such amounts. 

TABLE 25 
CITY POOLED INVESTMENT FUND 

(AS OF OCTOBER 1, 2017) 

Investments 
Book Value 
(millions) 

U.S. Treasuries $   472.8 
Federal Agencies 4,269.5 
State & Local Government Agency Obligations 289.2 
Public Time Deposits 1.0 
Negotiable CDs 1,377.8 
Commercial Paper 810.1 
Medium Term Notes 63.5 
Money Market Funds 357.2 
Supranationals 324.8 
Total $7,966.0 

____________________ 
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. 

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. 
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The following is a summary of the SFPUC’s coverage approach to risk: 

Primary Risks Typical Coverage Approach 
General Liability Self-Insured 
Property Purchased Insurance & Self-Insured 
Workers’ Compensation Self-Insured through City-Wide Pool 

Other Risks Typical Coverage Approach 
Surety Bonds Purchased and Contractually Transferred 
Professional Liability Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Errors & Omissions Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Builders Risk Purchased Insurance & Contractual Risk Transfer 
Public Officials Liability Purchased Insurance 

 
The SFPUC’s property risk management approach varies depending on whether the facility is currently 

under construction, or if the 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 for the Power Enterprise and plans are in place to continue implementation across the 
remainder of the SFPUC as needed. 

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. 

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. 
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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 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 2015-16 
and 2016-17, 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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TABLE 26 
HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES  

AND DEBT SERVICE COVERAGE  
FOR FISCAL YEARS ENDED JUNE 30 

(IN THOUSANDS) (1) 

 2013 2014 2015 2016 2017 
OPERATING & INVESTMENT 
REVENUE      

Charges for Services (2)      
Retail Water Sales $156,454 $183,140 $189,413 $205,482 $225,705 
Wholesale Water Sales 544,059 171,687 210,610 188,100 212,502 

Subtotal – Water Sales $700,513  $354,828 $400,023 $393,582 $438,207 
Rental Income (3) 9,599  10,675 12,284 12,081 8,813 
Other Revenues  9,271 12,007 11,908 11,766 11,879 
Capacity Fees (4) 2,087 2,373 1,832 2,087 1,432 
Investing Activities (5) (281) 10,907 5,789 3,595 4,331 

Total Revenues $721,189  $390,789 $431,836 $423,111 $464,662 
      

OPERATING & MAINTENANCE 
EXPENSE    

 
 

Personnel Services (6) $119,151  $119,849 $99,192 $103,027 $182,034 
Contractual Services 12,819  10,921 12,729 13,451 10,664 
Materials and Supplies 13,074  12,154 12,667 12,896 12,564 
Depreciation (7) 75,448  89,026 95,384 106,666 118,826 
Services of Other Departments 57,684  54,856 60,365 60,868 59,173 
General/Administrative & Other (8) 25,563 46,749 16,613 17,878 38,566 

Total Operating Expenses $303,739  $333,555 $296,950 $314,786 $421,827 
      

OPERATING AND INVESTMENT 
INCOME $417,450  $57,234 $134,886 $108,325 $ 42,835 
      
COVERAGE CALCULATION      

Operating and Investment Income $417,450  $57,234 $134,886 $108,325 $ 42,835 
+Adjustment to Investing Activities (9) 258  (2,438) 732 635 111 
+Depreciation & Non-Cash Expenses 78,323  95,355 98,192 107,268 121,375 
+Changes in Working Capital (10) 52,193  46,088  (37,175) (11,062) 63,520 
+Appropriated Fund Balance (11) - - - 23,994 10,747 
= “Net Revenue” (12) (13) $548,224  $196,239  $196,635 $229,160 $238,588 
+Other Available Funds (14) 26,744 287,522 248,390 162,733 155,852 
Funds Available for Debt Service $574,968  $483,761  $445,025 $391,893 $394,440 
Bond Debt Service (13) $248,530  $141,325 $192,312 $219,195 $207,812 

Debt Service Coverage (15)      
Including “Other Available Funds” (13) 2.31x 3.42x 2.31x 1.79x 1.90x 
Current Basis (13) (16) 2.21x 1.39x 1.02x 1.05x 1.15x 

____________________  

(1) 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 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. 

(2) Increase in Fiscal Year 2016-17 resulting from rate increases of 9.3% for wholesale and 10.0% for retail customers. 
(3) Decrease in Fiscal Year 2016-17 mainly due to write-offs of rental receivables from SFPUC properties. 
(4) Decrease in Fiscal Year 2016-17 due to write-offs coupled with a reduction in permits issued. 
(5) Interest and investment income increase in Fiscal Year 2016-17 due to higher interest earnings on cash with fiscal agent. 
(6) Increase in Fiscal Year 2016-17 mainly due to increase in pension costs. 
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(7) Increase due to increase in building and structure depreciation. 
(8) Increase in Fiscal Year 2016-17 primarily due to decrease in capitalization of expenses. 
(9) Represents adjustments to show investing activities on a cash basis. 
(10) Fiscal Year 2016-17 increase primarily driven by adjustments relating to pension obligations. See “APPENDIX D—SFPUC 

WATER ENTERPRISE FINANCIAL STATEMENTS—Statements of Cash Flows.” 
(11) The SFPUC budgeted and appropriated $10.7 million of available fund balances to be used as a source of funds in Fiscal 

Year 2016-17. Such amount offsets Operating and Maintenance Expenses in Current Basis calculations.  
(12) “Net Revenue” is presented on a cash basis.  
(13) Partial BABs Subsidy Payments actually received by the SFPUC are reflected as reductions in Bond Debt Service and are 

excluded from Net Revenue. Due to Federal sequestration, the Indenture requires that such partial payments not be reflected 
as reductions in Bond Debt Service but rather permits an adjustment to Net Revenue. See “SECURITY FOR THE BONDS 
—Rate Covenants—Debt Service Coverage”. Were BABs Subsidy Payments received included in Net Revenues and not 
treated as a reduction in Bond Debt Service, Debt Service Coverage – Including “Other Available Funds” for 2013, 2014, 
2015, 2016 and 2017 would have been 2.20x, 3.09x, 2.18x, 1.72x and 1.87x, respectively, and Debt Service Coverage – 
Current Basis for 2013, 2014, 2015, 2016 and 2017 would have been 2.10x, 1.34x, 1.02x, 1.04x and 1.13x respectively. The 
SFPUC has approved a proposed amendment to the Indenture, which would allow partial BABs Subsidy Payments to be 
taken into account as a credit against Bond Debt Service. Such amendment will not be effective until the Amendment 
Effective Date.  

(14) Per Indenture, in addition to current year cash flow, coverage calculation includes 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 THE 
BONDS” and “APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.” See also “FINANCIAL 
OPERATIONS—Wholesale Water Sales Revenue—Capital Cost Recovery Prepayment.” 

(15) 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. This also contributed towards “Debt Service Coverage” increasing to 2.31 times in Fiscal Year 2012-13. 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. 

(16) 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. The 
projections in the following Table 27 are budget based. Therefore, line items in Table 27 will not correspond to 
similar line items in Table 26, which is based upon the SFPUC’s GAAP financial statements for the Water 
Enterprise. 

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 AND HETCH HETCHY 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. 
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TABLE 27 
PROJECTED REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE 
FOR FISCAL YEAR ENDING JUNE 30 

(IN THOUSANDS) 

 Five-Year Forecast 

 2018 2019 2020 2021 2022 
CURRENT REVENUE      

Retail Revenues (1)  $232,377  $248,643  $273,507  $292,652  $313,138  
Retail Water Sales Rate Adjustments (2) 16,266  24,864  19,145  20,486  21,920  
Wholesale Revenues (3) 235,504  235,504  234,231  255,111 263,537  
Wholesale Water Sales Rate Adjustments (4) 0  0  20,567  9,152  14,261  
BABs Interest Subsidy Receipts (5) 23,130  21,975  21,804  21,620 21,414  
Other Miscellaneous Income (6) 30,930 31,847  32,368 32,697  33,703  

Total Current Revenues † $537,207  $562,833  $601,621  $631,718  $667,973  
      

OPERATING AND MAINTENANCE 
EXPENSE (7) $244,879  $251,274  $256,242  $261,241 $268,074 
less FUND BALANCES BUDGETED AND 
APPROPRIATED (8) (1,452) (3,455) 0  0 0 
NET OPERATING REVENUE (9) $293,780  $315,014  $345,379  $370,477  $399,899  
plus AVAILABLE FUND BALANCE† (10) 176,086  172,136  146,516  123,945 118,405  
FUNDS AVAILABLE FOR DEBT SERVICE $469,866  $487,149  $491,895  $494,422  $518,303  
      
DEBT SERVICE (9) (11)  $260,692  $284,940  $308,599  $332,063  $363,786  
DEBT SERVICE COVERAGE (12)      
Indenture Basis (9) (13) 1.80x 1.71x 1.59x 1.49x 1.42x 
Sufficiency of Revenues(9) (14)  1.13x 1.11x 1.12x 1.12x 1.10x 
      

____________________ 
† Totals may not add due to independent rounding. 
(1) Assumes projected average daily billed consumption of 59.0 mgd for Fiscal Years 2017-18 through 2021-22. Fiscal Year 

2016-17 actuals were 59.0 mgd. See “THE WATER ENTERPRISE—Historic Water Sales and Top Customers.” 
(2) Includes average annual rate increases of 7.0% approved for Fiscal Year 2017-18, and assumes a projected increase of 9% 

for Fiscal Year 2018-19 and 7% for Fiscal Years 2019-20 through 2021-22. See “FINANCIAL OPERATIONS—Retail 
Water Sales Revenue.” 

(3) Assumes projected average daily billed consumption of 115.6 mgd for Fiscal Years 2017-18 through 2021-22. Fiscal Year 
2016-17 actuals were 115.6 mgd. See “THE WATER ENTERPRISE—Historic Water Sales and Top Customers.” 

(4) Assumes projected rate increases of 0% in Fiscal Year 2018-19, 6.3% in Fiscal Year 2019-20, 4.6% in Fiscal Year 2020-21, 
and 6.8% in Fiscal Year 2021-22. See “FINANCIAL OPERATIONS—Wholesale Water Sales Revenue.” 

(5) BABs Subsidy Payments expected to be received assume the continuation of 6.6% sequestration rate effective October 1, 
2017. Sequestration rates are subject to change and legislation introduced in Congress may raise sequestration rates 
significantly. See “SECURITY FOR THE BONDS—Rate Covenants—Debt Service Coverage.” 

(6) Includes, among other amounts, projected interest income, property rentals, fees, cost recoveries, and service installation 
charges. 

(7) 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.” 

(8) The SFPUC budgeted and appropriated $1.5 million and $3.5 million of available fund balances to be used as a source of 
funds in Fiscal Years 2017-18 and 2018-19, respectively. Such amounts offset Operating and Maintenance Expenses in 
sufficiency of Revenues calculations. See “—Management Discussion of Projections.” 

(9) BABs Subsidy Payments are included in projected Net Operating Revenue and are not reflected as reductions in projected 
Debt Service. Were BABs Subsidy Payments not included in projected Net Operating Revenue and treated as a reduction in 
Debt Service, projected Debt Service Coverage – Indenture Basis for 2018, 2019, 2020, 2021 and 2022 would have been 
1.88x, 1.77x, 1.64x, 1.52x, and 1.45x, respectively, and Debt Service Coverage – Current Basis for 2018, 2019, 2020, 2021 
and 2022 would have been 1.14x, 1.11x, 1.13x, 1.12x and 1.11x, respectively. The SFPUC has proposed an amendment to 



 

 87 

the Indenture, which would allow partial BABs Subsidy Payments to be taken into account as a credit against Debt Service. 
Such amendment will not be effective until the Amendment Effective Date. 

(10) Amounts are treated as Revenues under the Indenture. See “SECURITY FOR THE BONDS.” 
(11) Debt Service on Outstanding Bonds, net of capitalized interest. Assumes issuance of the 2017 Series ABC Bonds in Fiscal 

Year 2017-18 and future issuance of Additional Series of Bonds of approximately $386 million in Fiscal Year 2018-19. 
Reflects projected not actual debt service on 2017 Series ABC Bonds. Does not reflect anticipated issuance of 2017 Series 
DEFG Bonds. 

(12) 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 or Revolving Notes. 

(13) Calculated as the sum of Net Operating Revenue 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.”  

(14) Calculated as ratio between Net Operating Revenue over debt service on all senior lien obligations; excludes “Available 
Fund Balance.”  

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. 

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 were adjusted 
to Fiscal Year 2016-17 actuals and projected to be flat over 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 provided for 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 9% for Fiscal 
Year 2018-19 and 7% for Fiscal Years 2019-20 through Fiscal Year 2021-22. Projected retail rate increases are 
based on an interim version of the Water Enterprise’s Ten-Year Financial Plan and early drafts from SFPUC’s 
ongoing retail rate study. Consequently, actual retail rate increases for Fiscal Year 2018-19 through Fiscal Year 
2020-21 may be lower or higher.  

Revenues from sales of water to the Wholesale Customers are calculated in accordance with the WSA. The 
adopted rate schedule includes a 9.3% rate increase in Fiscal Year 2016-17. Projections assume further annual 
wholesale rate increases of 0%, 6.3%, 4.6% and 6.8% for Fiscal Year 2018-19, Fiscal Year 2019-20, Fiscal Year 
2020-21 and Fiscal Year 2021-22, respectively. 

Water volume sales to the Wholesale Customers and Retail Customers are projected to be flat from Fiscal 
Years 2017-18 through 2021-22. 

Interest earnings assume annual yields ranging from 1.25% to 2.00% throughout projected period. 

“Available Fund Balance” is assumed to be available and treated as “Revenues” for purposes of “Debt 
Service Coverage – Indenture Basis.” 

BABs Subsidy Payments are included in projected Net Operating Revenue and are not reflected as 
reductions in projected Debt Service. See also “SECURITY FOR THE BONDS—Rate Covenants—Debt Service 
Coverage.” 
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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 approximately 3% per year for Fiscal Year 2018-19, Fiscal Year 2019-20, Fiscal Year 2020-21 and Fiscal 
Year 2021-22. 

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 does not reflect 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 recent California drought with conservation efforts 
that have exceeded the call for 10% voluntary demand reductions. See “THE WATER ENTERPRISE—Recent 
California Drought and Current Water Conditions.” Likely due to a wet winter and the lifting of drought restrictions 
and the both mandatory and voluntary calls for conservation, combined Retail and Wholesale Customer water sale 
revenues were higher than the amended Fiscal Year 2016-17 budget by $14.2 million ($0.4 million for Retail 
Customers and $13.9 million for Wholesale Customers). The SFPUC’s financial plans and projections forecast flat 
water sales from Fiscal Year 2016-17 actuals; in the event that water sales increase from the historic lows achieved 
during the drought, it will result in a positive revenue variance from projections. Any Wholesale Customer revenue 
variance is recaptured in future years through the Wholesale Revenue Requirement recovery mechanism set forth in 
the Water Supply Agreement. See “FINANCIAL OPERATIONS—Wholesale Water Sales Revenues.” 

Should another drought occur, 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 Debt Service 
Coverage Policy and its Fund Balance Reserve Policy targets. In addition, the ongoing retail water rate study is 
examining a number of mechanisms to mitigate financial volatility from drought or other demand shortfalls, 
including increased fixed charges and a drought surcharge. See “SECURITY FOR THE BONDS—Rate Covenants” 
and “FINANCIAL OPERATIONS—Retail Water Sales Revenue” and “—Financial Management 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds or adversely affect the ability of the 
SFPUC to make timely payments of principal of or interest on the 2017 Series ABC 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. 
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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 2017 Series ABC 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 2017 Series ABC Bonds and other obligations 
payable from Revenues. See “FINANCIAL OPERATIONS” and “OBLIGATIONS PAYABLE 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 2017 Series ABC Bonds. 

The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2017 Series 
ABC 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 2017 
Series ABC 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 2017 Series ABC Bonds. The 2017 Series ABC 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 2017 Series ABC Bonds. The Bond Reserve 
Accounts established with respect to other Series of Bonds do not secure the 2017 Series ABC Bonds. Therefore, the 
only security pledged to the holders of the 2017 Series ABC 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 2017 Series ABC 
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 2017 Series ABC 
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 2017 Series ABC 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.” 
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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 water pipeline failures, 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 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. 

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 recent California drought, see “THE WATER 
ENTERPRISE—Recent California Drought and Current Water Conditions.” 

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. 
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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 Hetch Hetchy reservoir and restoring the 
Hetch 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 “THE WATER ENTERPRISE—Proposals to Restore Hetch Hetchy Valley.” 

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. Construction bids may also be higher than anticipated for 
budgeting purposes. 

 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 2017 Series ABC 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.” 
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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 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 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.” 

Interim Funding Program Facilities 

Commercial Paper Notes. The bank credit facilities supporting the Commercial Paper Notes are subject to 
early termination upon the occurrence of certain events, including the failure of the SFPUC to make certain 
payments, the occurrence of certain bankruptcy or insolvency-related events, the reduction below specified levels or 
the withdrawal or suspension of ratings on certain obligations of the SFPUC payable from Net Revenues or certain 
other specified events of default. 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 outstanding reimbursement obligation of the SFPUC to the bank providing such facility for draws made for 
the payment of principal of or interest on Commercial Paper Notes could bear interest at rates higher than the rates 
borne by the Commercial Paper Notes; and (c) any such outstanding reimbursement obligation of the SFPUC could 
be accelerated and become immediately due and payable. The Commercial Paper Notes and any reimbursement 
obligations are payable from Net Revenues on a basis subordinate to the Bonds.  

Revolving Notes. The commitment of the bank to make advances under the revolving credit agreement for 
interim funding (the repayment obligation of the SFPUC for which are evidenced by the Revolving Notes) may be 
terminated by the bank upon the occurrence of certain events, including the failure of the SFPUC to make certain 
payments, the occurrence of certain bankruptcy or insolvency-related events, the reduction below specified levels or 
the withdrawal or suspension of ratings on certain obligations of the SFPUC payable from Net Revenue or certain 
other specified events of defaults. Upon such an event of default, (a) the outstanding repayment obligation of the 
SFPUC evidenced by the Revolving Notes would bear interest at substantially increased interest rates and (b) the 
bank could declare all amounts outstanding under the Revolving Notes to be immediately due and payable. 

See “OBLIGATIONS PAYABLE FROM REVENUES—Subordinate Debt and Interim Funding Program.” 

Potential Impacts of Climate Change  

Climate change could result in adverse impacts on the Regional Water System and associated watersheds. 
See “THE WATER ENTERPRISE—Potential Impact of Climate Change.” 
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 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 Wholesale Customer 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 
certain circumstances. Should the City file for bankruptcy, there could be adverse effects on the holders of the 2017 
Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 
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 2017 Series ABC Bonds from funds in the Trustee’s possession. The 
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rate covenants (see “SECURITY FOR THE BONDS—Rate Covenants”) may not be enforceable in bankruptcy by 
the Trustee or the holders of the 2017 Series ABC Bonds. 

Revenues are deposited with and held by the Treasurer and may be commingled with other City funds. 
See “SECURITY FOR THE BONDS—Flow of Funds.” 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 if the 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds, as long as the bankruptcy court determines that the 
alterations are fair and equitable. 

There may be delays in payments on the 2017 Series ABC 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 2017 Series ABC Bonds, or result in losses to the holders of the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds. 

Limitations on Remedies 

The remedies available to the Owners of the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 
Bonds, that the 2017 Series ABC 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 2017 Series ABC 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 
2017 Series ABC Bonds, there can be no assurance that the available legal remedies will be adequate to protect the 
interests of the holders of the 2017 Series ABC Bonds. 
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Loss of Tax Exemption/Risk of Tax Audit of Municipal Issuers 

As discussed under “TAX MATTERS,” interest on the 2017 Series ABC Bonds could fail to be excluded 
from the gross income of the Owners thereof for purposes of federal income taxation retroactive to the date of the 
issuance of the 2017 Series ABC 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 2017 Series ABC Bonds are not subject to special redemption or any increase in interest rate 
and will remain outstanding until maturity or until redeemed 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 2017 Series ABC Bonds will be selected for audit by the IRS. It is 
also possible that the market value of the 2017 Series ABC Bonds might be affected as a result of such an audit of 
the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series 
ABC Bonds. The SFPUC undertakes no obligation to maintain its current credit ratings on the 2017 Series ABC 
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 2017 Series ABC Bonds or, if a 
secondary market exists, that the 2017 Series ABC 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.” 
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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 2017 Series ABC Bonds. There may be other risks inherent in 
ownership of the 2017 Series ABC 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 2017 Series ABC 
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, 
several small water systems owned and operated by the Water Enterprise, and the Wholesale Customer public water 
supply systems. The CDPH and the DDW issued several amendments to the Regional Water System and In-City 
Distribution System permits for various changes over the last 13 years. 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, maintains and implements a comprehensive and effective cross-
connection control program, 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 issued general permits, whereas the two 
RWQCBs (San Francisco Bay and Central Valley) issued individual region-specific 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 currently used by Wholesale Customers of 
the Water Enterprise may be reduced in the future, 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 Irrigation 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 SFPUC currently operates its Water Enterprise systems in compliance 
with drinking water supply permits issued by the CDPH under the California Health and Safety Code. The SFPUC 
has received orders from the CDPH and DDW for noncompliance with some standards relating to the Water 
Enterprise. Requirements prescribed in these orders have been completed. 
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Surface Water Treatment. The EPA Surface Water Treatment Rule (“SWTR”) requires filtration of all 
surface water supplies unless the water supply can meet stringent requirements. As discussed under “WATER 
FACILITIES—Water Treatment,” the high quality of water provided from Hetch 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 Hetch Hetchy Reservoir complies 
with all state drinking water criteria, without installation and operation of filtration facilities. New treatment 
(disinfection or 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-Hetch Hetchy sources requires 
filtration to meet applicable drinking water quality requirements. The filtered and treated water from these non-
Hetch Hetchy sources may be blended with disinfected Hetch Hetchy water. Most customers receive water from 
blended sources. 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 (“LT2ESWTR “) 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 LT2ESWTR required large water systems such as the Regional Water System to provide 
Cryptosporidium inactivation treatment by April 1, 2012. The CDPH adopted its version of LT2ESWTR by 
reference to the EPA’s version of LT2ESWTR on April 15, 2013, effective July 1, 2013. 

In response to this regulation and consistent with the overall goals of the WSIP, the SFPUC designed and 
constructed an advanced disinfection facility that uses ultraviolet light technology to inactivate target organisms in 
the Hetch Hetchy water supply. This facility 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 SFPUC completed the mandated second round of source water quality monitoring in 2017, and 
confirmed no changes in source water quality-bin classification and treatment requirements. 

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 required 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 specified DBP monitoring requirements based on the IDSE results. The SFPUC completed the IDSE studies 
and submitted the reports to the CDPH in June 2006 for the Regional Water System and in December 2008 for the 
In-City Distribution System. In June 2012, the CDPH adopted its version of the Stage 2 DBPR with similar 
regulatory requirements as the EPA’s version. The SFPUC has demonstrated compliance with the Stage 2 DBPR by 
the continued use of the chloramination treatment process. 

Six-Year Review. Under the Safe Drinking Water Act (the “SDWA”), the EPA must review all existing 
regulations every six years and determine which regulations may need to be revised. In its third six-year review, the 
EPA determined that the SWTR, LT2ESWTR, Stage 1 and Stage 2 DBPRs and Interim Enhanced SWTR 
regulations are candidates for regulatory revisions. The review may result in new capital and operational 
expenditures to the Water Enterprise, but any regulatory revisions would not go into effect for several years. 

Groundwater Rule. The EPA promulgated the Groundwater Rule (“GWR”) to address waterborne disease 
and microbial contamination related to groundwater. The CDPH adopted its own version of the GWR in August 
2011 by reference to the EPA’s version. The GWR 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 
GWR 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 
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System, depending on the operational management and water quality of these new alternate water sources. New 
treatment facilities may be required to meet the disinfection requirements and to reduce certain mineral content of 
the groundwater to comply with the corresponding drinking water standards, if water quality monitoring results 
indicated such a need and the proposed blending with the surface water sources does not allow the water quality 
goals to be met. 

Total Coliform Rule. The EPA has revised the Total Coliform Rule (“TCR”), and may also 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 (“RTCR”) went into effect in April 2016, with minimal 
operational impact to the Water Enterprise. It is too early at this time to identify what new treatment facilities or 
operational changes will be required to meet the future distribution system rule. 

The DDW has not adopted its own version of the RTCR. However, the DDW has stated that all public 
water systems, including the Regional Water System, In-City Distribution System, and small drinking water 
systems, must comply with both the federal RTCR and the State TCR until the State adopts its own version of the 
RTCR, which is expected to occur in 2018. The current draft State RTCR has several provisions different from the 
EPA’s version. Exact impacts on the Water Enterprise’s drinking water systems are not known until the final rule is 
adopted. 

Lead and Copper Rule. The SFPUC has proactively addressed lead concerns for several decades, well 
before the EPA published the Lead and Copper Rule (“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 served by the In-City Distribution System. In the 2000’s, the SFPUC initiated a program to 
replace service meters with a non-leaded type in the In-City Distribution System and eliminated large, leaded, 
compound meters. As of July 2017, approximately 97% of the service 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 known as 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 its lead-free 
mandate known as the Reduction of Lead in Drinking Water Act, which was 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.”  

In 2015, the SFPUC completed its latest triennial LCR monitoring. All samples collected were below the 
action level. These results demonstrate continued compliance with the existing LCR. Nevertheless, the SFPUC may 
have to conduct a new optimized corrosion control treatment study with the addition of new groundwater sources to 
the Regional Water System and the In-City Distribution System. The next round of triennial monitoring is expected 
to be completed in 2018. 

In February 2016, in response to the event of lead problem associated with the drinking water supply in 
Flint, Michigan, as well as in some other parts of the United States, the EPA issued a memo clarifying the 
recommended LCR tap sampling procedures and, in March 2016, 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. 

In September 2016, Senate Bill 1398 was signed into law and codified in Section 116885 of the California 
Health and Safety Code. In September 2017, Senate Bill 427 was adopted and signed into law. Together these two 
bills require a community water system, such as those overseen by the SFPUC, to complete the following: 

• Compile an inventory of known Lead User Service Lines (“LUSLs”) by 7/1/2018; 

• Identify areas that may have LUSLs by 7/1/2018;  
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• Identify unknown user service line material by 7/1/2020; and 

• Develop a replacement timeline for LUSLs and still unknown material user service lines by 7/1/2020. 

The cost to replace a service line is estimated to range between $5,000 and $10,000. While the SFPUC does 
not have the exact number of LUSLs and unknown material user service lines, the SFPUC currently estimates the 
number to be 11,000-13,000 such lines. The potential replacement cost could be up to $130 million. As a usual 
practice, the SFPUC will generally replace any identified LUSL as part of its ongoing main replacement and service 
renewal program. However, the DDW could direct a water system to accelerate the program if a high number of 
LUSLs are identified during the inventory and unknown service line identification.  

The EPA’s Revised Lead and Copper Rule (“RLCR”) is anticipated to be proposed in 2018. While the 
exact details of RLCR are not known, the EPA has been reportedly focusing its effort on the requirements of LUSL 
replacement, optimal corrosion control treatment improvements, consideration of a health-based benchmark, 
potential use of point-of-entry filters, tap sampling requirements revision, and modification of public notifications. 

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 SFPUC has been fluoridating the Water Enterprise’s 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 (the “CDC”) also provided detailed information on the basis for this change. To reflect the 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 of 0.6 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 DBPs Chloramine was used as a disinfectant in the entire Regional Water System for 10 years 
between 1935 and 1944 when the Hetch Hetchy water supply was first brought to the City 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 SFPUC 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 ongoing research by many agencies worldwide regarding best disinfection practices for control of 
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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 
System and the In-City Distribution System. 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. 

New Drinking Water Standards. The SWRCB adopted a new maximum contaminant level (“MCL”) of 5 
nanogram/liter (“ng/L”) for 1,2,3-Trichloropropane in July 2017. This MCL is set at a very low level that the 
SFPUC has to implement a dedicated, routine monitoring program to assess if its sources of water supply need 
treatment for compliance. Based on historical water quality data collected thus far, it appears that treatment for 
compliance may not be required, but will be confirmed with more updated data to be collected in the future.  

The DDW vacated the recently adopted MCL for chromium-6 in response to an order issued by the 
Superior Court of Sacramento County on May 31, 2017. A new chromium-6 MCL is currently under development 
by the DDW. Impacts of the new MCL to the Water Enterprise’s water systems are yet to be known, and will be 
evaluated when the new standard is proposed. If treatment is required, blending with high quality surface water 
supplies will be the likely treatment alternative. 

If passed, several drinking water and lead-related bills in the legislature may have impacts on the Water 
Enterprise’s water systems in the near future. These impacts may result in the addition of new, routine water quality 
monitoring programs such as sampling assistance to schools in the areas served by the Water Enterprise’s drinking 
water systems. 

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 that cover discharges from the Regional Water System 
and SFPUC drinking water facilities. These permits generally impose discharge limitations, monitoring, reporting, 
and notification requirements. These permits require the SFPUC 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, 
discharges from the Regional Water System related to pipe breaks, equipment malfunctions and other operational 
issues in violation of permit requirements have resulted in fines and settlement payments totaling approximately 
$700,000. The SFPUC 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 “CAPITAL 
IMPROVEMENT PLAN—Water System Improvement Program (WSIP)” and “APPENDIX C—WATER 
SYSTEM IMPROVEMENT PROGRAM.” 

In December 2011, Hetch 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. 



 

 101 

Bay-Delta Water Quality Standards 

The Water Enterprise obtains the majority of its water supply from Hetch 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”). 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 Draft Substitute Environmental Document in support of amendments to the 
2006 WQCP that examined several alternative San Joaquin River flow objectives and implementation strategies (the 
“2012 Draft SED”). The 2012 Draft SED was the subject of extensive public comment, and the SWRCB stated it 
would revise the 2012 Draft 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. 

On September 15, 2016, the SWRCB issued a revised Draft Substitute Environmental Document (the 
“2016 Draft SED”). The SWRCB explains that the 2016 Draft SED was issued in consideration of the extensive 
public comment received on the 2012 Draft SED, and in light of additional information learned during the interim 
period. The 2016 Draft SED also proposes unimpaired flow objectives for the Stanislaus, Tuolumne and Merced 
Rivers. Unlike the 2012 Draft SED, however, which considered flow objectives with a fixed percentage of 
unimpaired flow (e.g., 20, 40 and 60 percent), the 2016 Draft SED evaluates a range of potential flows under each 
alternative. Thus, although the total range of flows evaluated is still between 20% and 60% of unimpaired flow, the 
alternatives considered each include a defined range with an identified “starting point.” For example, the preferred 
alternative, that the SWRCB describes as providing “the bounds of the flow that is required to reasonably protect 
fish and wildlife beneficial use,” is an “adaptive range” of 30% to 50% unimpaired flow, with a proposed starting 
point of 40%. The 2016 Draft SED also notes the potential role of voluntary agreements to expedite implementation 
of the flow objectives, and contemplates that these voluntary agreements may include measures that could improve 
conditions for native fish populations without requiring increased flow, referred to as “non-flow measures,” e.g., 
gravel augmentation for salmonid spawning and rearing habitat. The 2016 Draft SED states that in appropriate 
circumstances these non-flow measures may be used to support a reduction in flows within but not outside the 
adaptive range. 
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The SWRCB has two primary means of implementing this proposal: (1) in a separate water rights 
proceeding that would consider any necessary changes to upstream water rights; or, (2) through Clean Water Act 
section 401 certification actions in Federal Energy Regulatory Commission (“FERC”) hydroelectric licensing 
processes, such as the FERC relicensing proceeding underway for the Don Pedro Project on the Tuolumne River. 
Under section 401 of the federal Clean Water Act, FERC cannot issue a new license for a hydroelectric project until 
a state’s water quality agency issues a 401 certification stating that the new license will comply with the applicable 
water quality requirements. If the SWRCB implements a new unimpaired flow objective for the Tuolumne River in 
either of these ways, the SFPUC may ultimately be required to release 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. 

The 2016 Draft SED posits that if an unimpaired flow objective is implemented on the Tuolumne River, the 
City would be able to avoid rationing during extended drought periods by purchasing sufficient replacement water 
from the Irrigation Districts, and by constructing new, large-scale infrastructure projects (i.e., a regional desalination 
plant and/or a new diversion facility located in the Delta). However, the City disputes the assumptions underlying 
the SWRCB’s analysis, e.g., that the Irrigation Districts would be able to provide the requisite volume of 
replacement water, or would be willing to limit deliveries to their own customers in order to sell water to the City 
during an extended drought, and that the referenced facilities could feasibly be developed and/or brought on line 
within the relevant time period. 

The SWRCB has not indicated when the agency intends to issue a final Substitute Environmental 
Document (the “Final SED”) or final proposed changes to the WQCP for public review. The actions that will be 
taken by the SWRCB are unknown and the SFPUC is unable to predict their effect on the operations of the Water 
Enterprise. The impact on the financial condition of the Water Enterprise of reduced water sales during a drought, 
water purchases during a drought, if available, and/or the development of additional water supply infrastructure, if 
feasible, could, however, be significant. 

FERC Proceeding to Increase Flows in the Lower Tuolumne River 

FERC licenses the New Don Pedro Project, owned and operated by the Irrigation Districts. The City helped 
fund the original construction of New Don Pedro Project in exchange for a water bank account allowing the SFPUC 
to receive water credits for advanced releases from the Hetch Hetchy Project to the New Don Pedro Reservoir. 

The current FERC license for the New Don Pedro Project expired in 2016, and the Irrigation Districts are 
now operating under an annual license that incorporates the conditions of their prior license. The Irrigation 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 Irrigation 
Districts and the SFPUC pursuant to an existing agreement. 

The Irrigation Districts submitted an Amended Final License Application (“AFLA”) for the New Don 
Pedro Project on October 11, 2017. FERC will begin its NEPA review of the license application following its 
determination that all information needed to conduct the NEPA review has been submitted. NEPA and CEQA must 
be completed before a new license can be issued. 

The Irrigation 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, two 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. 
The Irrigation Districts also submitted their Final License Application (“FLA”) for La Grange on October 11, 2017. 

On October 12, 2017, FERC issued preliminary hydro licensing schedules for its processing of the AFLA 
for the New Don Pedro Project and the FLA for the La Grange Project.  The schedules present an aggressive 
timeline for FERC’s processing of the applications (because FERC is preparing a single EIS and FEIS for both 
projects, the schedules for each application are the same).  The schedules provide that FERC will issue a Notice of 
Acceptance/Notice of Ready for Environmental Analysis (“REA”) in October 2017, that comments in response to 
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the REA, preliminary terms and conditions, and fishway prescriptions will be due in December 2017, and that the 
Commission will issue the draft EIS in July 2018. FERC has discretion to modify the schedules, as it deems 
appropriate. 

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 10 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 Irrigation 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 Irrigation Districts entered into a new agreement whereby the Irrigation 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 Irrigation 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 Irrigation 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 25 feet or more in height or have an impounding capacity of 50 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 15 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. In early 2017, Oroville Dam, which is owned and 
operated by the State, suffered significant spillway structural problems and a major downstream area was 
temporarily evacuated. As a result of the Oroville Dam experience, the State Legislature enacted legislation to 
enhance the DSOD’s authority, and DSOD has requested additional evaluations of certain spillways, including four 
spillways at SFPUC dams: Cherry Valley, O’Shaughnessy, Turner, and San Andreas. 

The SFPUC has 18 dams under the jurisdiction of the DSOD. The Calaveras Dam is the only dam that is 
currently the subject of water level restrictions by the DSOD. No other dams have DSOD related water restriction 
mandates at this time. 

Crystal Springs Reservoir System. An order imposed by the 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. The 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. 
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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—Regional Water Program” and “—Water System 
Improvement Program (WSIP).”  

Pilarcitos Dam. Pilarcitos Dam has a capacity of approximately 3,100 acre-feet and was originally 
constructed in 1862 by the Spring Valley Water Works. In 2013, DSOD requested the SFPUC to perform a 
geotechnical characterization of the Pilarcitos Dam foundation and a seismic stability evaluation of the Pilarcitos 
Outlet Tower. Geotechnical investigation has found problematic materials that may affect seismic performance of 
the Pilarcitos Dam, and the SFPUC is currently planning further investigation to determine the extent of these 
materials with the oversight of DSOD.  The SFPUC is also surveying and evaluating the outlet works in preparation 
for analysis of the structure’s seismic and hydraulic performance capacities. 

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 Environmental 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 Board of Supervisors approved settlement of the enforcement action, 
including payment of a $250,000 fine. The SFPUC has revised related hazardous materials management systems and 
has since been spending an estimated annual increase of $100,000 in operating costs to better ensure regulatory 
compliance in the hazardous materials program. 

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 
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. 

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 
SFPUC has initiated the WaterMAP to make up the water supply loss associated with the Crystal Springs Dam 
releases, approximately 3.5 mgd. 

The Alameda County Water District appealed the certification of the environmental impact report for the 
Alameda Creek Recapture Project (the “ACRP EIR”) by the San Francisco Planning Department. On September 5, 
2017, the Board of Supervisors upheld the appeal as to one issue – the adequacy of the environmental analysis of 
project operations on threatened steelhead trout in lower Alameda Creek – and also directed the SFPUC to consult 
with an independent third party expert concerning the adequacy of the conceptual groundwater model of the Sunol 
Valley. The ACRP EIR will be recirculated on the fishery issue, and the document will be considered for 
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certification under CEQA by the San Francisco Planning Department in the first half of 2018, following which the 
SFPUC expects that the Alameda Creek Recapture Project will be approved by the SFPUC and authorized for 
construction. 

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 of real 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. 

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 2017 Series ABC 
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 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 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 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 excludes 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. 

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 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 
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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 2017 Series ABC Bonds are to be issued, 

(ii) the validity of any provision of the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds as they become due. 

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 and other documents 
pertaining to the 2017 Series ABC Bonds and requirements of the Internal Revenue Code of 1986, as amended (the 
“Code”), regarding the use, expenditure and investment of proceeds of the 2017 Series ABC Bonds and the timely 
payment of certain investment earnings to the United States, interest on the 2017 Series ABC Bonds is not 
includable in the gross income of the owners of the 2017 Series ABC Bonds for federal income tax purposes. Failure 
to comply with such covenants and requirements may cause interest on the 2017 Series ABC Bonds to be included 
in gross income retroactive to the date of issuance of the 2017 Series ABC Bonds. 

In the further opinion of Co-Bond Counsel, interest on the 2017 Series ABC Bonds is not treated as an item 
of tax preference in calculating the alternative minimum taxable income of individuals and corporations. Interest on 
the 2017 Series ABC Bonds, however, 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. 

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 2017 Series ABC Bonds should consult their tax 
advisors as to the applicability of any collateral tax consequences. 
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Certain requirements and procedures contained or referred to in the Indenture or in other documents 
pertaining to the 2017 Series ABC 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. Co-Bond Counsel express 
no opinion as to the effect of any change to any document pertaining to the 2017 Series ABC 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 Co-Bond 
Counsel or in reliance upon the advice of counsel other than Co-Bond Counsel, with respect to the exclusion from 
gross income of the interest on the 2017 Series ABC Bonds for federal income tax purposes. 

Original Issue Premium 

The excess, if any, of the tax adjusted basis of 2017 Series ABC Bonds purchased as part of the initial 
public offering to a purchaser (other than a purchaser who holds such 2017 Series ABC 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 2017 Series ABC Bonds for federal income tax 
purposes (or, in the case of a 2017 Series ABC 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 2017 Series ABC Bond). Owners of 2017 Series ABC Bonds with bond premium are required 
to decrease their adjusted basis in such 2017 Series ABC Bonds by the amount of amortizable bond premium 
attributable to each taxable year such 2017 Series ABC Bonds are held. The amortizable bond premium on such 
2017 Series ABC Bonds attributable to a taxable year is not deductible for federal income tax purposes. Owners of 
2017 Series ABC 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 2017 Series 
ABC Bonds and with respect to the state and local tax consequences of owning and disposing of such 2017 Series 
ABC Bonds. 

Information Reporting and Backup Withholding 

Interest paid on the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC Bonds is exempt from 
personal income taxes imposed by the State of California. 

Future Developments 

Existing law may change to reduce or eliminate the benefit to bondholders of the exclusion of interest on 
the 2017 Series ABC Bonds from gross income for federal income tax purposes.  Any proposed legislation or 
administrative action, whether or not taken, could also affect the value and marketability of the 2017 Series ABC 
Bonds.  For example, legislation has been introduced in Congress which, if enacted, would significantly change the 
income tax rates for individuals and corporations and would repeal the alternative minimum tax for tax years 
beginning after December 31, 2017.  It is uncertain whether this legislation will be enacted and, if so, whether it will 
be enacted in its current form.  Prospective purchasers of the 2017 Series ABC Bonds should consult with their own 
tax advisors with respect to any proposed or future changes in tax law. 
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CERTAIN LEGAL MATTERS 

Certain legal matters incident to the authorization, sale and delivery of the 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 2017 Series ABC 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 “Aa3” to the 2017 Series 
ABC Bonds, and S&P Global Ratings, a Standard & Poor’s Financial Services LLC business (“S&P”), has assigned 
its municipal bond rating of “AA-” to the 2017 Series ABC 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 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 on the market price of the 2017 Series ABC Bonds. The SFPUC undertakes no responsibility to 
maintain its current ratings on the 2017 Series ABC Bonds or to oppose any such downward revision, suspension or 
withdrawal. 

UNDERWRITING 

The 2017 Sub-Series A Bonds are being purchased by Morgan Stanley & Co. LLC (the “2017 Sub-
Series A Underwriter”) as winner of a competitive bid conducted on November 30, 2017. The 2017 Sub-Series A 
Underwriter has agreed to purchase the 2017 Sub-Series A Bonds from the SFPUC at a purchase price of 
$140,618,085.23 (consisting of $121,140,000.00 aggregate principal amount of the 2017 Sub-Series A Bonds, plus 
original issue premium of $19,761,240.90 less an underwriter’s discount of $283,155.67). Under the terms of its bid, 
the 2017 Sub-Series A Underwriter will be obligated to purchase all of the 2017 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. 
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The 2017 Sub-Series B Bonds and the 2017 Sub-Series C Bonds are being purchased by Morgan Stanley & 
Co. LLC (the “2017 Sub-Series B and Sub-Series C Underwriter” and, together with the 2017 Sub-Series A 
Underwriter, the “Underwriter”) as winner of a competitive bid conducted on November 30, 2017. The 2017 Sub-
Series B and Sub-Series C Underwriter has agreed to purchase the 2017 Sub-Series B Bonds from the SFPUC at a 
purchase price of $171,729,025.56 (consisting of $147,725,000.00 aggregate principal amount of the 2017 Sub-
Series B Bonds, plus original issue premium of $24,181,474.75 less an underwriter’s discount of $177,449.19). The 
2017 Sub-Series B and Sub-Series C Underwriter has agreed to purchase the 2017 Sub-Series C Bonds from the 
SFPUC at a purchase price of $82,131,259.35 (consisting of $70,675,000.00 aggregate principal amount of the 2017 
Sub-Series C Bonds, plus original issue premium of $11,568,999.05 less an underwriter’s discount of $112,739.70). 
Under the terms of its bid, the 2017 Sub-Series B and Sub-Series C Underwriter will be obligated to purchase all of 
the 2017 Sub-Series B Bonds and 2017 Sub-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 2017 Series ABC 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. 

Morgan Stanley & Co. LLC, an underwriter of the 2017 Series ABC Bonds, has entered into a distribution 
agreement with its affiliate, Morgan Stanley Smith Barney LLC. As part of the distribution arrangement, Morgan 
Stanley & Co. LLC may distribute municipal securities to retail investors through the financial advisor network of 
Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may compensate 
Morgan Stanley Smith Barney LLC for its selling efforts with respect to the 2017 Series ABC Bonds. 

FINANCIAL STATEMENTS 

Attached as Appendix D are the audited financial statements of the Water Enterprise (the “Financial 
Statements”) for Fiscal Years 2015-16 and 2016-17, 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 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 2017 Series ABC 
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, 2019, with the report for Fiscal Year 2017-18, 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 Underwriter in complying with the Rule. The form of the Continuing Disclosure Certificate is attached to 
this Official Statement as Appendix F. As of the date hereof, the SFPUC is in compliance in all material respects 
with its continuing disclosure undertakings. 
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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 2017 Series ABC Bonds. The Co-Municipal Advisors 
have participated with responsible SFPUC officials and staff in conferences and meetings where information 
contained in this Official Statement was reviewed for accuracy and completeness. The Co-Municipal Advisors are 
not, however, 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 2017 Series 
ABC Bonds. 

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. 

 

(Remainder of Page Intentionally Left Blank) 
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APPROVAL AND DELIVERY 

This Official Statement has been duly approved and authorized to be delivered by the SFPUC. 

PUBLIC UTILITIES COMMISSION OF THE  
CITY AND COUNTY OF SAN FRANCISCO 

By: /s/ Harlan L. Kelly, Jr.  
 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 
2017 SERIES ABC 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 Commission. 

DEFINITIONS 

Accreted Value 

The term “Accreted Value” means, with respect to any Capital Appreciation Bond, the principal amount 
thereof plus the interest accrued thereon from its date, compounded at the approximate interest rate thereof on each 
May 1 and November 1.  The Accreted Values at any date to which reference is made will be the amounts set forth 
in the Accreted Value Table. 

Accreted Value Table 

The term “Accreted Value Table” means, with respect to any Capital Appreciation Bonds, the 
corresponding table attached as an Exhibit to the Indenture or to a Supplemental Indenture pursuant to which 
Additional Bonds constituting Capital Appreciation Bonds are issued. 

Additional Bonds 

The term “Additional Bonds” means bonds, notes or other obligations of the Commission payable from 
Revenues and ranking on a parity with the Bonds and authorized to be issued under and pursuant to the Indenture. 

Balloon Indebtedness 

The term “Balloon Indebtedness” means a Series of Bonds 25% or more of the principal of which matures 
on the same date and which amount is not required by the documents governing such Bonds to be amortized by 
payment or redemption prior to such date.  For purposes of this definition, an optional or mandatory tender of Bonds 
for purchase as described within the definition of Tender Indebtedness will not be treated as a maturity.  If any 
Series of Bonds consists partially of Variable Rate Indebtedness and partially of indebtedness bearing interest at a 
fixed rate, the portion constituting Variable Rate Indebtedness and the portion bearing interest at a fixed rate will be 
treated as separate issues for purposes of determining whether any such indebtedness constitutes Balloon 
Indebtedness. 

Board of Supervisors 

The term “Board of Supervisors” means the Board of Supervisors of the City from time to time or any other 
governing board of the City hereafter provided for pursuant to law. 

Bond Obligation 

The term “Bond Obligation” means, as of any given date of calculation, (1) with respect to any Outstanding 
Current Interest Bond, the principal amount of such Bond, (2) with respect to any Outstanding Capital Appreciation 
Bond, the Accreted Value thereof as of the May 1 or November 1 next preceding such date of calculation (unless 
such date of calculation is a May 1 or November 1 in which case as of such date), and (3) with respect to any 
outstanding Parity State Loan, the unpaid principal amount of the Parity State Loan. 
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Bondowner, Owner 

The term “Bondowner” or “Owner” means any person who is the registered owner of any Outstanding 
Bond, or, if such Outstanding Bond has a maturity of one year or less and is issued in bearer form, means the bearer 
of such Bond, or, with respect to any Parity State Loan, means the State of California (or any board, department or 
agency thereof). 

Bond Reserve Fund 

The term “Bond Reserve Fund” means the fund by that name established under the Indenture. 

Bond Reserve Fund Policy 

The term “Bond Reserve Fund Policy” means a policy of insurance or surety bond issued by a Municipal 
Bond Insurer, obligations insured by which have a rating by Moody’s and S&P which is the highest rating then 
issued by said rating agency, or a Letter of Credit issued by a Qualified Bank, to satisfy all or a portion of the 
Required Reserve. 

Bonds, Capital Appreciation Bonds, Current Interest Bonds, Serial Bonds, Term Bonds 

The term “Bonds” means the San Francisco Water Revenue Bonds authorized by, and at any time 
Outstanding pursuant to, the Indenture or any Supplemental Indenture, including any Additional Bonds authorized 
by, and at any time Outstanding pursuant to, the Indenture and any Supplemental Indenture, and includes bonds, 
notes or other evidences of indebtedness (other evidence of indebtedness includes Parity State Loans, but only for 
purposes of (i) the calculation of “Maximum Annual Debt Service”, “Annual Debt Service”, “Debt Service” and 
“Average Annual Debt Service” and (ii) the provisions of the Indenture described in “REVENUES AND FUNDS—
Pledge and Assignment of Revenues; Revenue Fund,” “EVENTS OF DEFAULT AND REMEDIES OF 
BONDOWNERS--Events of Default; Acceleration,” “—Remedy of Acceleration,” “—Bondholder Suits” and 
“--Application of Funds Upon Acceleration,” and in the forepart as “SECURITY FOR THE BONDS—Rate 
Covenants”) payable from Revenues on a parity with the Outstanding Bonds. 

The term “Current Interest Bonds” means all or any portion of a Series of Bonds designated as Current 
Interest Bonds and which pay interest at least semiannually to the Owners thereof excluding the first payment of 
interest thereon. 

The term “Capital Appreciation Bonds” means all or any portion of a Series of Bonds designated as Capital 
Appreciation Bonds and on which interest is compounded and paid at maturity or on prior redemption. 

The term “Serial Bonds” means all or any portion of a Series of Bonds designated as Serial Bonds and for 
which no Minimum Sinking Fund Account Payments are provided. 

The term “Term Bonds” means all or any portion of a Series of Bonds designated as Term Bonds and 
which are payable at or before their specified maturity date or dates from Minimum Sinking Fund Account 
Payments established for that purpose and calculated to retire such Bonds on or before their specified maturity date 
or dates. 

Build America Bonds 

The term “Build America Bonds” means any bonds or other obligations issued as Build America Bonds 
under Section 54AA of the Code, or under any other provisions of the Code that creates, in the determination of the 
Commission, a substantially similar direct-pay subsidy program that provides comparable security for the Owners of 
the Bonds. 
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Business Day 

The term “Business Day” means any day other than (1) a Saturday, Sunday or day upon which commercial 
banks in San Francisco, California, or New York, New York are authorized or required to be closed and (2) for 
purposes of payments and other actions relating to Bonds secured by a Letter of Credit, a day upon which 
commercial banks in the city in which is located the office of the Qualified Bank at which demands for payment 
under the Letter of Credit are to be presented are authorized to be closed. 

Certificate of the Commission 

The term “Certificate of the Commission” means an instrument in writing signed by the President or by the 
General Manager or by any other officer of the Commission or of the City duly authorized by the Commission for 
that purpose, and by the Secretary.  Any such instrument and supporting opinions or representations, if any, may, but 
need not, be combined in a single instrument with any other instrument, opinion or representation, and the two or 
more so combined will be read and construed as a single instrument.  If and to the extent required by the provisions 
of the Indenture, each Certificate of the Commission will include the statements provided for in the Indenture. 

Charter 

The term “Charter” means (i) with respect to the 1991 Series A Bonds, the Charter of the City in effect at 
the time of issuance of such Series of Bonds, as thereafter amended, including by the Charter of the City as it now 
exists, and (ii) with respect to 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 Series A Bonds, the 2016 Series AB Bonds, the 2016 Series C Bonds, the 2017 
Series ABC Bonds and any Additional Bonds, the Charter of the City as it now exists or as it may hereafter be 
amended, and any new or successor Charter. 

City 

The term “City” means the existing political subdivision known as the City and County of San Francisco, 
in the State of California, as the same is organized and existing under and by virtue of the Constitution and laws of 
the State of California and the Charter and any public body hereafter created which will be a successor thereto. 

Code 

The term “Code” means the Internal Revenue Code of 1986, as amended. 

Commission 

The term “Commission” means the Public Utilities Commission of the City duly constituted under the 
Charter, and all commissions, agencies or public bodies hereafter created which succeed to or take over the powers 
and duties of the Commission with respect to the Enterprise. 

Consulting Engineers 

The term “Consulting Engineers” means any engineer or firm of engineers retained by the Commission 
having a wide and favorable reputation for skill and experience in evaluating the construction and operation of 
public utilities, including public water supply, storage and distribution systems, or in other revenue producing 
publicly owned enterprises, to perform the acts and carry out the duties provided for such consulting engineers in the 
Indenture. 

Controller 

The term “Controller” means the Controller of the City from time to time and includes any deputy acting 
for the Controller. 
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Credit Provider 

The term “Credit Provider” refers to a Municipal Bond Insurer that has issued an outstanding policy of 
municipal bond insurance or a Qualified Bank that is the issuer of an outstanding Letter of Credit which, in each 
case, secures payment of principal of, and interest on, or tender price of, all or a portion of a Series of Bonds; 
provided that this term will not refer to a Reserve Provider. 

Effective Date 

The term “Effective Date” means each date on which one or more of the respective provisions of the Fifth 
Supplemental Indenture becomes effective, being such time as the written consents of the Owners of a majority in 
aggregate amount of the Bond Obligation of the Bonds then Outstanding and of each Credit Provider have been filed 
with the Trustee, and the other requirements contained in the Section entitled “Modification or Amendment of the 
Indenture” of the Indenture have been satisfied.  The Effective Date of the provisions of the Fifth Supplemental 
Indenture occurred on or about April 16, 2015. 

Eighteenth Supplemental Indenture 

The term “Eighteenth Supplemental Indenture” means the Eighteenth Supplemental Indenture, dated as of 
June 1, 2012, by and between the Commission and the Trustee. 

Eighth Supplemental Indenture 

The term “Eighth Supplemental Indenture” means the Eighth Supplemental Indenture, dated as of 
August 1, 2010, by and between the Commission and the Trustee. 

Eleventh Supplemental Indenture 

The term “Eleventh Supplemental Indenture” means the Eleventh Supplemental Indenture, dated as of 
December 1, 2010, by and between the Commission and the Trustee. 

Enterprise or Water Enterprise 

The term “Enterprise” or “Water Enterprise” means the whole and each and every part of the municipal 
water supply, storage and distribution system of the Commission, as located partially within and partially without 
the City, including all of said presently existing municipal water system of the City and all additions, betterments, 
and extensions to said water system or any part thereof thereafter made, but excluding any water supply, storage or 
distribution facilities under the jurisdiction of the Hetch Hetchy Project, a department of the City under the 
jurisdiction of the Commission. 

Event of Default 

The term “Event of Default” means an event of that name described in the Indenture. 

Federal Securities 

The term “Federal Securities” means 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), and also 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.  For all Additional Bonds issued subsequent to the date of the 
amendment and restatement of the Indenture in 2002, the term “Federal Securities” also includes 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 
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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. Maritime 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. 

Fifteenth Supplemental Indenture 

The term “Fifteenth Supplemental Indenture” means the Fifteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Fifth Supplemental Indenture 

The term “Fifth Supplemental Indenture” means the Fifth Supplemental Indenture, dated as of June 1, 
2010, by and between the Commission and the Trustee. 

Financial Newspaper or Journal 

The term “Financial Newspaper or Journal” means The Wall Street Journal or The Bond Buyer, or any 
other newspaper or journal publishing financial news and selected by the Trustee, whose decision will be final and 
conclusive, printed in the English language, customarily published on each business day and circulated in San 
Francisco, California. 

Fiscal Year 

The term “Fiscal Year” means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or such other fiscal year as may be adopted by the Commission for its general accounting 
purposes or the then current accounting period of the City if the Commission has no separate accounting period. 

Fourteenth Supplemental Indenture 

The term “Fourteenth Supplemental Indenture” means the Fourteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Fourth Supplemental Indenture 

The term “Fourth Supplemental Indenture” means the Fourth Supplemental Indenture, dated as of 
September 1, 2009, by and between the Commission and the Trustee. 

General Manager 

The term “General Manager” means the manager of utilities appointed by the Commission from time to 
time pursuant to the Charter or any other applicable provision of law. 

Improvement Fund 

The term “Improvement Fund” means the fund by that name established pursuant to the Indenture. 

Indenture 

The term “Indenture” means the Amended and Restated Indenture, dated as of August 1, 2002, by and 
between the Commission and the Trustee, as originally executed or as it may from time to time be supplemented or 
amended by any Supplemental Indenture delivered pursuant to the provisions of the Indenture. 
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Independent Certified Public Accountant 

The term “Independent Certified Public Accountant” means any certified public accountant or firm of such 
accountants appointed and paid by the City or the Commission, and who, or each of whom – 

(i) is in fact independent and not under domination of the City or the Commission; 

(ii) does not have any substantial interest, direct or indirect, with the City or the Commission; 
and 

(iii) is not connected with the City or the Commission as an officer or employee of the City or 
the Commission, but who may be regularly retained to make annual or other audits of the books of or 
reports to the City or the Commission. 

Law 

The term “Law” means the Charter, the San Francisco Administrative Code, and all laws of the State of 
California supplemental thereto, including the Revenue Bond Law of 1941 to the extent made applicable by the 
Charter or by the San Francisco Administrative Code.  Whenever reference is made in the Indenture to the Law, 
reference is made to the Law as in force on the date of the Indenture or any Supplemental Indenture, unless the 
context otherwise requires. 

Legal Investments 

The term “Legal Investments” means bonds, notes, certificates of indebtedness, bills, acceptances or other 
securities in which funds of the Commission may now or hereafter be legally invested as provided by the law in 
effect at the time of such investment. 

Letter of Credit 

The term “Letter of Credit” means an irrevocable and unconditional letter of credit, a standby purchase 
agreement, a line of credit or other similar credit arrangement issued by a Qualified Bank to secure payment of 
Balloon Indebtedness, Variable Rate Indebtedness, Tender Indebtedness or a Series of Bonds or to satisfy all or a 
portion of the Required Reserve. 

Letter of Credit Agreement 

The term “Letter of Credit Agreement” means an agreement between the Commission and a Qualified 
Bank pursuant to which the Qualified Bank agrees to issue a Letter of Credit and which sets forth the repayment 
obligation of the Commission to the Qualified Bank on account of any payment under the Letter of Credit. 

Letter of Representations 

The term “Letter of Representations” means the letter or letters of representation of the Commission 
delivered to and accepted by The Depository Trust Company setting forth the basis on which The Depository Trust 
Company serves as depository for the Bonds, as originally executed or as it may be supplemented or revised or 
replaced by a letter to a substitute depository. 

Maximum Annual Debt Service, Annual Debt Service, Debt Service, Average Annual Debt Service 

The term “Maximum Annual Debt Service” means, at any point in time, with respect to Bonds then 
Outstanding, the maximum amount of principal and interest becoming due in the then current or any future Fiscal 
Year, calculated by the Commission as provided in this definition.  For purposes of calculating Maximum Annual 
Debt Service, the following assumptions are to be used to calculate the principal and interest becoming due in any 
Fiscal Year: 
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(i) in determining the principal amount due in each year, payment will (unless a different 
subsection of this definition applies for purposes of determining principal maturities or amortization) be 
assumed to be made in accordance with any amortization schedule established for such debt, including any 
Minimum Sinking Fund Account Payments or any scheduled redemption or payment of Bonds on the basis 
of Accreted Value, and for such purpose, the redemption payment or payment of Accreted Value will be 
deemed a principal payment and interest that is compounded and paid as Accreted Value will be deemed 
due on the scheduled redemption or payment date of such Capital Appreciation Bond; 

(ii) if any of the Outstanding Series of Bonds constitute Balloon Indebtedness or Balloon 
Indebtedness and Variable Rate Indebtedness or if Bonds then proposed to be issued would constitute 
Balloon Indebtedness or Balloon Indebtedness and Variable Rate Indebtedness, then, for purposes of 
determining Maximum Annual Debt Service, such amounts as constitute Balloon Indebtedness will be 
treated as if the principal amount of such Bonds were to be amortized from the date of their original 
issuance in substantially equal annual installments of principal and interest over a term of 25 years; the 
interest rate used for such computation will be the rate quoted in The Bond Buyer –25 Revenue Bond Index 
for the last week of the month preceding the date of calculation, as published in The Bond Buyer, or if that 
index is no longer published, another similar index selected by the Commission, or if the Commission fails 
to select a replacement index, an interest rate equal to 80% of the yield for outstanding United States 
Treasury bonds having an equivalent maturity as the Bonds on the date of issuance, or if there are no such 
Treasury bonds having equivalent maturities, 80% of the lowest prevailing prime rate of any of the five 
largest commercial banks in the United States ranked by assets; 

(iii) if any Outstanding Bonds constitute Tender Indebtedness or if Bonds then proposed to be 
issued would constitute Tender Indebtedness, then for purposes of determining the amounts of principal 
and interest due in any Fiscal Year on such Bonds, the options or obligations of the owners of such Bonds 
to tender the same for purchase or payment prior to their stated maturity or maturities will be treated as a 
principal maturity occurring on the first date on which owners of such Bonds may or are required to tender 
such Bonds except that any such option or obligation to tender Bonds will be ignored and not treated as a 
principal maturity, if (1) such Bonds are rated in one of the two highest long-term rating categories 
(without reference to gradations such as “plus” or “minus”) by Moody’s and by S&P or such Bonds are 
rated in the highest short-term, note or commercial paper rating categories by Moody’s and by S&P and 
(2) the obligation, if any, the Commission may have under a Letter of Credit Agreement with respect to 
such Bonds, other than its obligations on such Bonds, will either be subordinated to the obligation of the 
Commission on the Bonds or be incurred under the conditions and meeting the tests for the issuance of 
Additional Bonds set forth in the Indenture; 

(iv) if any Outstanding Bonds constitute Variable Rate Indebtedness, the interest rate on such 
Bonds will be assumed to be 110% of the greater of (a) the daily average interest rate on such Bonds during 
the 12 months ending with the month preceding the date of calculation, or such shorter period that such 
Bonds have been Outstanding, or (b) the rate of interest on such Bonds on the date of calculation; 

(v) if Bonds proposed to be issued will be Variable Rate Indebtedness, then such Bonds will 
be assumed to bear interest at the rate quoted in The Bond Buyer –25 Revenue Bond Index for the last week 
of the month preceding the date of sale of such additional Bonds, as published in The Bond Buyer, or if that 
index is no longer published, another similar index selected by the Commission, or if the Commission fails 
to select a replacement index, an interest rate equal to 80% of the yield for outstanding United States 
Treasury bonds having an equivalent maturity as the additional Bonds proposed to be issued, or if there are 
no such Treasury bonds having equivalent maturities, 80% of the lowest prevailing prime rate of the five 
largest commercial banks in the United States ranked by assets: 

(vi) if moneys or Federal Securities or general obligation bonds of the State of California 
have been deposited with and are held by the Trustee or another fiduciary to be used to pay principal and/or 
interest on specified Bonds, then the principal and/or interest to be paid from such moneys or Federal 
Securities or general obligation bonds of the State of California or from the earnings thereon will be 
disregarded and not included in calculating Maximum Annual Debt Service. 
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The term “Annual Debt Service” means the sum of such principal and interest as computed for the 
twelve-month period ending June 30 to which reference is made. 

The term “Debt Service” means the sum of all such principal and interest. 

The term “Average Annual Debt Service” means total Debt Service, divided by the number of 
twelve-month periods ending on June 30 (including any fractional periods) remaining until the last maturity date of 
any Outstanding Bond. 

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 Commission is scheduled to receive during each such twelve-month 
period ending June 30.  If the amount of Refundable Credits received by the Commission 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, 
the Commission 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 Maximum 
Annual Debt Service, Annual Debt Service, Debt Service, and Average Annual Debt Service until the receipt of 
such Refundable Credits resumes and all prior deficiencies are cured.1

Mayor 

The term “Mayor” means the Mayor of the City from time to time. 

Minimum Sinking Fund Account Payments 

The term “Minimum Sinking Fund Account Payments” means the aggregate amounts required by the 
Indenture and any subsequent Supplemental Indenture or Supplemental Indentures to be deposited in Sinking Fund 
Accounts for the payment of Term Bonds. 

Moody’s 

The term “Moody’s” means Moody’s Investors Service, Inc., a corporation duly organized and existing 
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except that if such 
corporation will be dissolved or liquidated or will no longer perform the functions of a securities rating agency, then 
the term “Moody’s” will be deemed to refer to any other nationally recognized securities rating agency selected by 
the Commission and approved by the Trustee. 

Municipal Bond Insurer 

The term “Municipal Bond Insurer” means any insurance company or companies which has or have issued 
a policy of municipal bond insurance insuring payment of the principal of and interest on any of the Bonds of any 
Series or a Bond Reserve Fund Policy and are so designated as such in the Indenture or a Supplemental Indenture. 

1 Pursuant to the Twenty-First Supplemental Indenture, this sentence is to be amended as follows, which 
amendment will become effective at such time as the written consents of the Owners of a majority in aggregate 
amount of the Bond Obligation of the Bonds then Outstanding and of each Credit Provider (if any) have been 
filed with the Trustee, and the other requirements contained in the Indenture have been satisfied: 

If the amount of Refundable Credits scheduled to be received by the Commission for any Series of Bonds 
that were issued as Build America Bonds is reduced or otherwise not received during any twelve-month 
period ending June 30, the Commission will calculate the amount of interest due on such Series of Bonds 
for the subsequent twelve month period ending June 30 by offsetting against the gross amount of interest 
payable on such Series only the amount of the Refundable Credits scheduled to be received under Federal 
legislation (or other Federal regulation, pronouncement or action) authorizing the reduction of Refundable 
Credits. 
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Net Revenues 

The term “Net Revenues” means 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 as 
are scheduled to be paid by the Commission from moneys other than Revenues, such moneys to be clearly available 
for such purpose). 

Nineteenth Supplemental Indenture 

The term “Nineteenth Supplemental Indenture” means the Nineteenth Supplemental Indenture, dated as of 
August 1, 2012, by and between the Commission and the Trustee. 

1991 Series A Bonds 

The term “1991 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 1991 
Series A. 

Ninth Supplemental Indenture 

The term “Ninth Supplemental Indenture” means the Ninth Supplemental Indenture, dated as of August 1, 
2010, by and between the Commission and the Trustee. 

Operation and Maintenance Costs of the Enterprise 

The term “Operation and Maintenance Costs of the Enterprise” means the reasonable and necessary costs 
of operating and maintaining the 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 
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 Commission may establish or the Board of Supervisors may 
require with respect to employees of the Commission, as provided in the Charter, but excluding in all cases 
(i) depreciation and obsolescence charges or reserves therefor, (ii) amortization of intangibles or other bookkeeping 
entries of a similar nature, (iii) costs of capital additions, replacements, betterments, extensions or improvements to 
the Enterprise, which under generally accepted accounting principles are chargeable to a capital account or to a 
reserve for depreciation, and (iv) charges for the payment of principal and interest on any general obligation bonds, 
revenue bonds or other indebtedness heretofore or hereafter issued for Enterprise purposes. 

Opinion of Counsel 

The term “Opinion of Counsel” means a written opinion of counsel (who may be counsel for the City or the 
Commission) retained by the Commission and who is acceptable to the Trustee.  If and to the extent required by the 
provisions of the Indenture, each Opinion of Counsel will include the statements provided for in the Indenture. 

Outstanding 

The term “Outstanding,” when used as of any particular time with reference to Bonds, means (subject to the 
provisions of the Indenture) all Bonds theretofore executed, issued and delivered by the Commission under the 
Indenture except – 

(1) Bonds cancelled by the Trustee or surrendered to the Trustee for cancellation; 

(2) Bonds for the payment or redemption of which funds or securities in the necessary 
amount (as set forth in the Indenture) will have theretofore been deposited with a fiduciary (whether upon 
or prior to the maturity or redemption date of such Bonds), provided that, if such Bonds are to be redeemed 
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prior to the maturity thereof, notice of such redemption will have been given as in the Indenture provided or 
provision satisfactory to the Trustee will have been made for the giving of such notice; and 

(3) Bonds in lieu of or in substitution for which other Bonds have been executed, issued and 
delivered by the Commission pursuant to the Indenture. 

For purposes of this definition and within the meaning of the Indenture, Bonds the principal of or interest 
on which has been paid by a Municipal Bond Insurer will not be deemed paid by or on behalf of the Commission, 
will not be defeased and will remain Outstanding under the Indenture until paid by the Commission. 

Parity State Loans 

The term “Parity State Loans” means those loan agreements or installment sale agreements entered into 
between the Commission and the State of California (or any board, department or agency thereof) to finance 
additions, betterments, extensions, repairs, renewals or replacements to the Enterprise, which, by their terms, are 
payable from Revenues on a parity basis with debt service on the Bonds. 

Payment Date 

The term “Payment Date” means any interest, or interest and principal, payment date on which payment of 
the principal of or interest on the Bonds is due or on which any Term Bonds are required to be redeemed from any 
Minimum Sinking Fund Account Payments. 

Permitted Investments 

The term “Permitted Investments” means any of the following: 

(1) 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 on the books of the Department of the 
Treasury of the United States of America and securities which represent an undivided interest in such direct 
obligations), and also 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; 

(2) Bonds, consolidated bonds, collateral trust debentures, consolidated debentures or other 
obligations issued by federal land banks or federal intermediate credit banks established under the Federal 
Farm Loan Act, as amended; debentures and consolidated debentures issued by the Central Bank for 
Cooperatives and banks for cooperatives established under the Farm Credit Act of 1933, as amended; 
bonds or debentures of the Federal Home Loan Bank Board established under the Federal Home Loan 
Bank Act and bonds of any federal home loan bank established under said act; bonds, debentures, 
participation certificates or other obligations of the Government National Mortgage Association or the 
Federal National Mortgage Association established under the National Housing Act, as amended; and also 
any securities now or hereafter authorized, both the principal of and interest on which is guaranteed 
indirectly by the full faith and credit of the United States of America; 

(3) Time certificates of deposit or negotiable certificates of deposit issued by a state or 
nationally chartered bank or trust company, including the Trustee, or a state or federal savings and loan 
association, provided that such certificates of deposit will be (i) continuously and fully insured by the 
Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation or 
(ii) issued by any bank or trust company organized under the laws of any state of the United States, or any 
national banking association (including the Trustee), having a combined capital and surplus of at least 
$100,000,000, and such certificates will have maturities of six months or less, or (iii) continuously and 
fully secured by such securities as are described in clauses (1) or (2) above, which securities will have a 
market value (exclusive of accrued interest) at all times at least equal to the principal amount of such 
certificates of deposit; 
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(4) Bankers’ acceptances which are issued by a bank or trust company organized under the 
laws of any state of the United States or any national banking association (including the Trustee) rated “A” 
or higher by Moody’s and S&P; provided, that such banker’s acceptances may not exceed 270 days’ 
maturity; 

(5) Any repurchase agreement with any bank or trust company organized under the laws of 
any state of the United States or any national banking association (including the Trustee) or government 
bond dealer reporting to, trading with and recognized as a primary dealer by, the Federal Reserve Bank of 
New York, which agreement is secured by any one or more of the securities described in clauses (1) or 
(2) above, provided the underlying securities are required by the repurchase agreement to be held by any 
such bank, trust company or primary dealer having a combined capital and surplus of at least $100,000,000 
and being independent of the issuer of such repurchase agreement, and provided the securities are 
continuously maintained at a market value of not less than the amount so invested; 

(6) Commercial paper of “prime” quality of the highest ranking or of the highest letter and 
numerical rating as provided by Moody’s and S&P, which commercial paper is limited to issuing 
corporations that are organized and operating within the United States of America and that have total assets 
in excess of five hundred million ($500,000,000) and that have an “A” or higher rating for the issuer’s 
debentures, other than commercial paper, as provided by Moody’s and S&P; provided that purchases of 
eligible commercial paper may not exceed one hundred eighty (180) days’ maturity nor represent more than 
ten percent (10%) of the outstanding commercial paper of an issuer corporation; 

(7) Bonds, notes, warrants or other evidence of indebtedness of any of the states of the 
United States or of any political subdivision or public agency thereof which are rated in one of the two 
highest short-term or long-term rating categories by Moody’s and S&P; 

(8) Any investment agreement with (i) any bank or trust company organized under the laws 
of any state of the United States of America or any national banking association (including the Trustee) or 
government bond dealer reporting to, trading with and recognized as a primary dealer by, the Federal 
Reserve Bank of New York, having a combined capital and surplus of at least $100,000,000, or (ii) any 
corporation, limited liability company or other entity that is organized and operating within the United 
States of America and that has total assets in excess of five hundred million dollars ($500,000,000) and (A) 
at the time the investment agreement is entered into, has an “A” or higher rating for its debt, other than 
commercial paper, as provided by Moody’s and S&P, or (B) at the time the investment agreement is 
entered into, the investment agreement or the provider’s obligations under the investment agreement are 
guaranteed by any entity with an “A” or higher rating for its debt, other than commercial paper, or for its 
financial strength, as provided by Moody’s and S&P; and 

(9) Government money market portfolios or money market funds restricted to obligations 
issued or guaranteed as to payment of principal and interest by the full faith and credit of the United States 
of America, which portfolios, unless held by the Trustee for 5 business days or less, have a rating at least 
equal to the lowest then existing rating on the Bonds given by S&P and Moody’s. 

Policy Costs 

The term “Policy Costs” means the amounts owing to a Reserve Provider, including the principal amount 
of any draw on a Bond Reserve Fund Policy, interest thereon and reasonable expenses incurred by the Reserve 
Provider in enforcing payment of Policy Costs, as more fully set forth in the agreement pursuant to which such Bond 
Reserve Fund Policy is issued. 

President 

The term “President” means the President of the Commission from time to time. 
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Project 

The term “Project” means any additions, enlargements, betterments, extensions and other improvements to 
or benefiting, and the equipping of, the Enterprise, including, without limitation, the acquisition of land therefor. 

Project Fund 

The term “Project Fund” means each fund by the name established within the Improvement Fund. 

Proportionate Basis 

The term “Proportionate Basis” when used with respect to the redemption of Bonds, means that the amount 
of Bonds of each maturity to be redeemed will be determined as nearly as practicable by multiplying the total 
amount of funds available for redemption by the ratio which the amount of Bond Obligation of Bonds of such 
maturity bears to the amount of all Bond Obligation of Bonds to be redeemed, provided that if the amount available 
for redemption of Bonds of any maturity is insufficient to redeem a multiple of $5,000 principal amount or Accreted 
Value payable at maturity, such amount will be applied to the redemption of the highest possible integral multiple (if 
any) of $5,000 principal amount or Accreted Value payable at maturity.  For purposes of the foregoing, Term Bonds 
will be deemed to mature in the years and in the amounts of the Minimum Sinking Fund Account Payments and 
Capital Appreciation Bonds and Current Interest Bonds maturing or subject to Minimum Sinking Fund Account 
Payments in the same year will be treated as separate maturities.  When used with respect to the payment or 
purchase of Bonds, “Proportionate Basis” will have the same meaning set forth above except that “pay” or 
“purchase” will be substituted for “redeem” or “redemption” and “paid” or “purchased” will be substituted for 
“redeemed.”  

Proposition A of 2002, Proposition A 

The term “Proposition A of 2002” or “Proposition A” means a measure approved by a majority of voters 
voting thereon at a duly called and held revenue bond election on November 5, 2002, authorizing the issuance by the 
Commission of its revenue bonds or other forms of revenue financing in a principal amount not to exceed 
$1,628,000,000 to finance the acquisition and construction of improvements to the Enterprise. 

Proposition E of 2002, Proposition E 

The term “Proposition E of 2002” or “Proposition E” means a measure approved by a majority of voters 
voting thereon at a duly called and held revenue bond election on November 5, 2002 authorizing the issuance by the 
Commission of its revenue bonds or other forms of revenue financing 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 

Qualified Bank 

The term “Qualified Bank” means a state or national bank or trust company or savings and loan association 
or a foreign bank with a domestic branch or agency which is organized and in good standing under the laws of the 
United States or any state thereof or any foreign country, which has a capital and surplus of $25,000,000 or more 
and which has a short term debt rating of the highest ranking or of the highest letter and numerical rating as provided 
by Moody’s or by S&P. 

Qualified Independent Consultant 

The term “Qualified Independent Consultant” means a person or a firm who or which engages in the 
business of advising the management of public agencies concerning the operation and financing of public utilities, 
including public water supply, storage and distribution systems, and also including advice and consultation generally 
concerning the use and operation of public utilities, including public water supply, storage and distribution systems, 
and which person or firm, by reason of his or its knowledge and experience, has acquired a reputation as a 
recognized consultant.  Such Qualified Independent Consultant may include a person or firm rendering professional 
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engineering or accounting services in addition to his or its occupation as a public utility consultant and may include 
any person or firm regularly employed by the City or the Commission as a consultant to the City or the Commission. 

Rebate Certificate 

The term “Rebate Certificate” means the Rebate Certificate or similar tax certificate delivered or to be 
delivered by the Commission at the time of issuance and delivery of a Series of Bonds, as the same may be amended 
or supplemented in accordance with its terms. 

Rebate Fund 

The term “Rebate Fund” means the fund established and so designated for a Series of Bonds. 

Refundable Credits 

The term “Refundable Credits” means (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 Commission has elected to receive under Section 54AA(g)(1) 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 Commission, 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 Commission has elected 
to receive under the applicable provisions of the Code. 

Required Reserve 

The term “Required Reserve” means,  

(1) with respect to a Series of Bonds issued prior to the Effective Date, the aggregate amount which is 
equal to the sum of fifty percent (50%) of the Maximum Annual Debt Service on such Series of Bonds then 
Outstanding; provided, however, that such Required Reserve or a portion thereof may be provided by one or more 
Bond Reserve Fund Policies; provided further that in no event will the Commission, in connection with issuance of a 
Series of Additional Bonds, be obligated to deposit an amount in the Bond Reserve Fund which is in excess of the 
amount permitted by the applicable provisions of the Code to be so deposited from the proceeds of tax-exempt 
bonds without having to restrict the yield of any investment purchased with any portion of such deposit. 

(2) with respect to a Series of Bonds issued on or after the Effective Date, as of any date of 
calculation, the amount, if any, required to be deposited into a Reserve Account for that Series of Bonds, as defined 
in and provided by the Supplemental Indenture pursuant to which such Series of Bonds is issued; provided, 
however, that in no event will the Commission, in connection with issuance of a Series of Additional Bonds, be 
obligated to deposit an amount in the Bond Reserve Fund which is in excess of the amount permitted by the 
applicable provisions of the Code to be so deposited from the proceeds of tax-exempt bonds without having to 
restrict the yield of any investment purchased with any portion of such deposit. 

Reserve Account 

The term “Reserve Account” means each account established in the Bond Reserve Fund with respect to 
each Series of Bonds issued under the Indenture. 

Reserve Provider 

The term “Reserve Provider” means the issuer of a Bond Reserve Fund Policy. 

Revenue Fund 

The term “Revenue Fund” means the fund by that name established pursuant to the Indenture. 
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Revenues 

The term “Revenues” means all gross revenues of the Enterprise, including all charges received for and all 
other income and receipts derived by the Commission or the City from the operation of the Enterprise, or arising 
from the Enterprise, including connection and installation charges, but excluding – 

(1) any money received by or for the account of the City or the Commission from the levy or 
collection of taxes, 

(2) moneys received from the State of California 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 Commission or the City to be applied to construction, 

(5) moneys required to be paid to the State of California and the United States of America pursuant to 
agreements with the City or the Commission, 

(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 Enterprise (which moneys will be received and disposed of pursuant to 
the Indenture), 

(7) proceeds from Bonds issued by the Commission or proceeds from loans obtained by the 
Commission, 

(8) moneys or securities received by the City or the Commission as gifts or grants, the use of which is 
restricted by the donor or grantor,  

(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 Commission, the City or any department or agency of the City, whether or not collected by the 
Commission, the City or any department or agency of the City, for the purpose of financing improvements to the 
facilities comprising the Enterprise. 

The term “Revenues” also includes (i) 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 Enterprise and legally 
available to pay Debt Service on the Bonds, and (ii) any other moneys, proceeds and other amounts that the 
Commission determines should be “Revenues” under the Indenture. 

Secretary 

The term “Secretary” means the Secretary of the Commission from time to time. 

Series 

The term “Series” means any series of Bonds executed, authenticated and delivered pursuant to the 
Indenture and identified as a separate Series of Bonds, including any Additional Bonds issued pursuant to a 
Supplemental Indenture and the Indenture. 

Seventh Supplemental Indenture 

The term “Seventh Supplemental Indenture” means the Seventh Supplemental Indenture, dated as of 
June 1, 2010, by and between the Commission and the Trustee. 
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Seventeenth Supplemental Indenture 

The term “Seventeenth Supplemental Indenture” means the Seventeenth Supplemental Indenture, dated as 
of June 1, 2012, by and between the Commission and the Trustee. 

Sinking Fund Accounts 

The term “Sinking Fund Accounts” means any special account or accounts established by the Indenture or 
any Supplemental Indenture or Indentures in the Principal Fund for the payment of Term Bonds. 

Sixteenth Supplemental Indenture 

The term “Sixteenth Supplemental Indenture” means the Sixteenth Supplemental Indenture, dated as of 
June 1, 2012, by and between the Commission and the Trustee. 

Sixth Supplemental Indenture 

The term “Sixth Supplemental Indenture” means the Sixth Supplemental Indenture, dated as of June 1, 
2010, by and between the Commission and the Trustee. 

S&P 

The term “S&P” means Standard & Poor’s Ratings Services, a corporation duly organized and existing 
under and by virtue of the laws of the State of New York, and its successors and assigns, except that if such 
corporation is dissolved or liquidated or will no longer performs the functions of a securities rating agency, then the 
term “S&P” will be deemed to refer to any other nationally recognized securities rating agency selected by the 
Commission and approved by the Trustee. 

Supplemental Indenture 

The term “Supplemental Indenture” means any indenture or resolution amendatory of or supplemental to 
the Indenture; but only if and to the extent that such Supplemental Indenture is specifically authorized under the 
Indenture. 

Tender Indebtedness 

The term “Tender Indebtedness” means any Bonds or portions of Bonds a feature of which is an option, on 
the part of the Bondowners, or an obligation, under the terms of such Bonds, to tender all or a portion of such Bonds 
to the Commission, the Trustee or other fiduciary or agent for payment or purchase and requiring that such Bonds or 
portions of Bonds be purchased if properly presented. 

Tenth Supplemental Indenture 

The term “Tenth Supplemental Indenture” means the Tenth Supplemental Indenture, dated as of 
December 1, 2010, by and between the Commission and the Trustee. 

Third Supplemental Indenture 

The term “Third Supplemental Indenture” means the Third Supplemental Indenture, dated as of August 1, 
2009, by and between the Commission and the Trustee. 

Thirteenth Supplemental Indenture 

The term “Thirteenth Supplemental Indenture” means the Thirteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 
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Treasurer 

The term “Treasurer” means the Treasurer of the City and includes any deputy acting for the Treasurer. 

Trustee 

The term “Trustee” means U.S. Bank National Association, acting as an independent trustee with the duties 
and powers provided in the Indenture, its successors and assigns, and any other corporation or association which 
may at any time be substituted in its place, as provided in the Indenture. 

Twelfth Supplemental Indenture 

The term “Twelfth Supplemental Indenture” means the Twelfth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Twentieth Supplemental Indenture 

The term “Twentieth Supplemental Indenture” means the Twentieth Supplemental Indenture, dated as of 
April 1, 2015, by and between the Commission and the Trustee. 

Twenty-First Supplemental Indenture 

The term “Twenty-First Supplemental Indenture” means the Twenty-First Supplemental Indenture, dated as 
of October 1, 2016, by and between the Commission and the Trustee. 

Twenty-Second Supplemental Indenture 

The term “Twenty-Second Supplemental Indenture” means the Twenty-Second Supplemental Indenture, 
dated as of October 1, 2016, by and between the Commission and the Trustee. 

Twenty-Third Supplemental Indenture 

The term “Twenty-Third Supplemental Indenture” means the Twenty-Third Supplemental Indenture, dated 
as of December 1, 2016, by and between the Commission and the Trustee. 

Twenty-Fourth Supplemental Indenture 

The term “Twenty-Fourth Supplemental Indenture” means the Twenty- Fourth Supplemental Indenture, 
dated as of September 14, 2017, by and between the Commission and the Trustee. 

Twenty-Fifth Supplemental Indenture 

The term “Twenty-Fifth Supplemental Indenture” means the Twenty-Fifth Supplemental Indenture, dated 
as of December 1, 2017, by and between the Commission and the Trustee. 

Twenty-Sixth Supplemental Indenture 

The term “Twenty-Sixth Supplemental Indenture” means the Twenty-Sixth Supplemental Indenture, dated 
as of December 1, 2017, by and between the Commission and the Trustee. 

Twenty-Seventh Supplemental Indenture 

The term “Twenty-Seventh Supplemental Indenture” means the Twenty-Seventh Supplemental Indenture, 
dated as of December 1, 2017, by and between the Commission and the Trustee. 
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2009 Series A Bonds 

The term “2009 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2009 
Series A issued pursuant to the Third Supplemental Indenture amending and supplementing the Indenture. 

2009 Series B Bonds 

The term “2009 Series B Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2009 
Series B issued pursuant to the Fourth Supplemental Indenture amending and supplementing the Indenture. 

2010 Series ABC Bonds 

The term “2010 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series ABC issued pursuant to the Sixth and Seventh Supplemental Indentures amending and supplementing the 
Indenture. 

2010 Series DE Bonds 

The term “2010 Series DE Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series DE issued pursuant to the Eighth and Ninth Supplemental Indentures amending and supplementing the 
Indenture. 

2010 Series FG Bonds 

The term “2010 Series FG Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series FG issued pursuant to the Tenth and Eleventh Supplemental Indentures amending and supplementing the 
Indenture. 

2011 Series ABCD Bonds 

The term “2011 Series ABCD Bonds” means the Commission’s San Francisco Water Revenue Bonds, 
2011 Series ABCD issued pursuant to the Twelfth, Thirteenth, Fourteenth and Fifteenth Supplemental Indentures 
amending and supplementing the Indenture. 

2012 Series ABC Bonds 

The term “2012 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2012 
Series ABC issued pursuant to the Sixteenth, Seventeenth and Eighteenth Supplemental Indentures amending and 
supplementing the Indenture. 

2012 Series D Bonds 

The term “2012 Series D Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2012 
Series D (Refunding) issued pursuant to the Nineteenth Supplemental Indenture amending and supplementing the 
Indenture. 

2015 Series A Bonds 

The term “2015 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2015 
Series A (Refunding) issued pursuant to the Twentieth Supplemental Indenture amending and supplementing the 
Indenture. 
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2016 Series AB Bonds 

The term “2016 Series AB Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2016 
Series AB issued pursuant to the Twenty-First and Twenty-Second Supplemental Indentures amending and 
supplementing the Indenture. 

2016 Series C Bonds 

The term “2016 Series C Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2016 
Series C issued pursuant to the Twenty-Third Supplemental Indenture amending and supplementing the Indenture. 

2017 Series ABC Bonds 

The term “2017 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2017 
Series ABC issued pursuant to the Twenty-Fifth, Twenty-Sixth and Twenty-Seventh Supplemental Indentures 
amending and supplementing the Indenture. 

Variable Rate Indebtedness 

The term “Variable Rate Indebtedness” means any portion of indebtedness the interest rate on which is not 
fixed at the time of incurrence of such indebtedness, and has not at some subsequent date been fixed, at a single 
numerical rate for the entire term of the indebtedness. 

Written Request of the Commission, Written Requisition of the Commission, Written Statement of the Commission 

The terms “Written Request of the Commission,” “Written Requisition of the Commission” and “Written 
Statement of the Commission” mean, respectively, a written request, requisition or statement signed by or on behalf 
of the Commission by the President or the General Manager or the Secretary or by any person (whether or not an 
officer of the Commission) who is specifically authorized by resolution of the Commission (which resolution will be 
provided to the Trustee) to sign or execute such a document on its behalf. 

USE OF DEPOSITORY 

(a) The 2017 Series ABC Bonds will be initially registered in the name of “Cede & Co.,” as nominee 
of The Depository Trust Company, New York, New York (the “Depository Trust Company”).  Registered 
ownership of the 2017 Series ABC 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 will 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 will 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) above, upon receipt 
of all Outstanding 2017 Series ABC Bonds by the Trustee, together with a Written Request of the Commission to 
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the Trustee designating the Substitute Depository, one new bond for each 2017 Series ABC Bond (as the case may 
be), which the Commission will prepare or cause to be prepared, will be executed and delivered for each maturity of 
2017 Series ABC 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.  In the case of 
any transfer pursuant to clause (iii) of subsection (a) above, upon receipt of all Outstanding 2017 Series ABC Bonds 
by the Trustee, together with a Written Request of the Commission to the Trustee, new bonds for 2017 Series ABC 
Bonds, which the Commission will prepare or cause to be prepared in definitive form, will 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 the Indenture, provided that the Trustee will not be required 
to deliver such new bonds for 2017 Series ABC Bonds within a period less than 60 days from the date of receipt of 
such Written Request from the Commission. 

(c) In the case of a partial redemption or an advance refunding of any 2017 Series ABC 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) will make an appropriate notation on such 2017 Series ABC Bonds 
indicating the date and amounts of such reduction in principal, in form acceptable to the Trustee.  The Trustee will 
not be liable for such depository’s failure to make such notations or errors in making such notations. 

(d) The Commission and the Trustee will be entitled to treat the person in whose name any 2017 
Series ABC Bonds 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 will not have responsibility for transmitting payments to, communicating with, notifying, or otherwise 
dealing with any beneficial owners of the 2017 Series ABC Bonds.  Neither the Commission nor the Trustee will 
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 2017 Series ABC Bonds, and the Trustee may rely conclusively on its records as to the identity of the 
Owners of the 2017 Series ABC Bonds. 

(e) Notwithstanding any other provisions of the Indenture and so long as all Outstanding 2017 
Series ABC Bonds are registered in the name of Cede & Co. or its registered assigns, the Commission and the 
Trustee will 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 2017 Series ABC 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 2017 Series ABC Bonds, the provisions of which the 
Trustee may rely upon to implement the foregoing procedures notwithstanding any inconsistent provisions set out in 
the Indenture. 

BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS 

Improvement Fund.  The Commission has covenanted and agreed to maintain under the Indenture the 
separate fund known as the Improvement Fund.  The Treasurer holds the amounts on deposit in the Improvement 
Fund.  The Improvement Fund will be maintained and accounted for by the Controller so long as any moneys are on 
deposit in such Improvement Fund.  The Commission may direct the Trustee to establish, within the Improvement 
Fund, separate Project Funds relating to separate Series of Bonds. Upon completion of the acquisition and 
construction of the Project, the Commission may direct the transfer of any remaining balance in the Improvement 
Fund to any other fund or account of the Commission. 

The moneys in the Improvement Fund will be held by the Treasurer in trust and applied to the costs of 
acquisition, construction, expansion, improvement, financing and refinancing of the 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 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, expenses in connection with the preparation, issuance, sale and 
delivery of the Bonds, legal, accounting and consultant fees and expenses, and similar expenses. 
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The Treasurer will pay out moneys from the Improvement Fund only upon warrants drawn by the 
Controller in the manner provided by law.  No withdrawals will be made from the Improvement Fund for any 
purpose not authorized by law. 

Issuance of Additional Series of Bonds; General.  In addition to the Outstanding Bonds, the Commission 
may, subject to the requirements of the Law, by Supplemental Indenture establish one or more other Series of Bonds 
payable from Revenues on a parity with the Bonds and secured by a lien upon and pledge of Revenues equal to the 
lien and pledge securing the Bonds, and the Commission may issue and the Trustee may authenticate and deliver 
Bonds of any Series so established, in such principal amount and for such lawful purpose or purposes (including 
refunding of any Bonds issued under the Indenture and then Outstanding) as will be determined by the Commission 
in said Supplemental Indenture, but only upon compliance by the Commission with the provisions of the Indenture 
and subject to the following specific conditions, which are made conditions precedent to the issuance of any such 
additional Series of Bonds: 

(a) The Commission will not be in default under the Indenture or any Supplemental 
Indenture. 

(b) The Supplemental Indenture providing for the issuance of such additional Series of 
Bonds will require that the Bond Reserve Fund to be established pursuant to the Indenture be increased, if 
and to the extent necessary, forthwith upon the receipt of the proceeds of the sale of such additional Series 
of Bonds to an amount at least equal to the Required Reserve.  Said deposit may be made from such 
proceeds or any other source, as provided in the Supplemental Indenture. 

(c) The Bonds of such additional Series will be payable as to principal either semiannually 
on May 1 and November 1 of each year in which principal falls due or annually on November 1 of each 
year in which principal falls due, provided that Term Bonds of any Series will have a principal maturity 
date of November 1.  The Bonds of such additional Series that are Current Interest Bonds will be payable 
as to interest semiannually on May 1 and November 1 of each year excepting the first year, provided that 
the first installment of interest may be payable on either May 1 or November 1 and will be for a period of 
not longer than twelve months and that the interest will be payable thereafter semiannually on May 1 and 
November 1, and further provided that interest on any Bonds constituting Parity State Loans, Variable Rate 
Indebtedness or Tender Indebtedness may be payable on such Payment Dates as will be specified in the 
loan agreement, installment sale agreement or Supplemental Indenture providing for the issuance of such 
Bonds. 

(d) Fixed serial maturities or mandatory Minimum Sinking Fund Account Payments, or any 
combination thereof, will be established in amounts sufficient to provide for the retirement of all of the 
Bonds of such additional Series on or before their respective maturity dates, unless such Bonds are Balloon 
Indebtedness. 

(e) The aggregate principal amount of Bonds issued under the Indenture will not exceed any 
limitation imposed by law or by any Supplemental Indenture. 

(f) The representations and estimates set forth in the certificates and written reports required 
by the Indenture can be made by the parties required to give such certificates and written reports. 

(g) If then required by law, the issuance of such additional Series of Bonds must be approved 
by the qualified voters voting on a proposition to authorize the issuance of said Series of Bonds. 

Issuance of Additional Series of Bonds for Refunding.  In addition to the Outstanding Bonds, the 
Commission may, subject to the requirements of the Law (including the provisions of any resolution or ordinance of 
the Board of Supervisors), by Supplemental Indenture establish one or more other Series of Bonds payable from 
Revenues on a parity with the Outstanding Bonds and secured by a lien upon and pledge of Revenues equal to the 
lien and pledge securing the Outstanding Bonds, and the Commission may issue, and the Trustee may authenticate 
and deliver Bonds of any Series so established, for the purpose of refunding any Bonds issued under the Indenture 
and then Outstanding, but only upon compliance by the Commission with the provisions of the Indenture, and 
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subject to the following specific conditions, which are made conditions precedent to the issuance of any such 
additional Series of Bonds: 

(a) The Supplemental Indenture providing for the issuance of such additional Series of 
Bonds will require that the Bond Reserve Fund to be established pursuant to the Indenture be increased, if 
necessary, forthwith upon the receipt of the proceeds of the sale of such additional Series of Bonds to an 
amount at least equal to the Required Reserve.  Said deposit may be made from such proceeds or any other 
source, as provided in said Supplemental Indenture. 

(b) The Bonds of such additional Series will be payable as to principal either semiannually 
on May 1 and November 1 of each year in which principal falls due or annually on November 1 of each 
year in which principal falls due, provided that Term Bonds of any Series will have a principal maturity 
date of November 1.  The Bonds of such additional Series that are Current Interest Bonds will be payable 
as to interest semiannually on May 1 and November 1 of each year excepting the first year, provided that 
the first installment of interest may be payable on either May 1 or November 1 and will be for a period of 
not longer than twelve months and that the interest will be payable thereafter semiannually on May 1 and 
November 1, and further provided that interest on any Bonds constituting Variable Rate Indebtedness or 
Tender Indebtedness may be payable on such Payment Dates as will be specified in the Supplemental 
Indenture providing for the issuance of such Bonds. 

(c) Fixed serial maturities or mandatory Minimum Sinking Fund Account Payments, or any 
combination thereof, will be established in amounts sufficient to provide for the retirement of all of the 
Bonds of such additional Series on or before their respective maturity dates, unless such Bonds are Balloon 
Indebtedness. 

(d) The aggregate principal amount of Bonds issued under the Indenture will not exceed any 
limitation imposed by law or by any Supplemental Indenture. 

(e) The proceeds of the Bonds of such additional Series will be used, together with any other 
available moneys, to refund (by defeasance, current refunding or crossover refunding) all or a portion of the 
Bonds then Outstanding, and the Average Annual Debt Service for the Bonds of such additional Series 
(during the period from their issuance to their last maturity date) will be equal to or less than the Average 
Annual Debt Service on the Bonds to be refunded (during the period from the issuance of the additional 
Series to the last maturity date of the Bonds to be refunded.) 

(f) The statements set forth in the certificate required by the Indenture can be made by the 
party required to give such certificate. 

(g) If then required by law, the issuance of such additional Series of Bonds will have been 
approved by the qualified voters voting on a proposition to authorize the issuance of said Series of Bonds. 

Proceedings for the Issuance of Additional Series of Bonds.  Whenever the Commission will determine 
to issue an additional Series of Bonds pursuant to the Indenture, the Commission will execute or adopt a 
Supplemental Indenture providing for the issuance of such additional Series of Bonds, specifying the maximum 
principal amount of Bonds of such Series and prescribing the terms and conditions of such additional Series of 
Bonds, including the terms and conditions of any Letter of Credit Agreement with respect to the Letter of Credit 
securing such additional Series of Bonds, if any. 

Such Supplemental Indenture will prescribe the form or forms of Bonds of such additional Series and, 
subject to the provisions of the Indenture, will provide for the distinctive designation, denominations, methods of 
execution and numbering, dating, maturity dates, interest rates, interest payment dates, provisions for redemption 
prior to maturity and methods and places of payment of principal and interest. 

The Commission may by such Supplemental Indenture prescribe any other provisions respecting the Bonds 
of such Series not inconsistent with the terms of the Indenture, including registration, transfer and exchange 
provisions, provisions for the payment of principal and interest and sinking fund provisions. 
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Before such additional Series of Bonds will be issued and delivered, the Commission will file the following 
documents with the Trustee: 

(a) An Opinion of Counsel setting forth (1) that such counsel has examined the Supplemental 
Indenture and found it to be in compliance with the requirements of the Indenture; (2) that the execution 
and delivery of the additional Series of Bonds have been sufficiently and duly authorized by the 
Commission; and (3) that said additional Series of Bonds, when duly executed by the Commission and, if 
required, authenticated and delivered by the Trustee, will be valid and binding special obligations of the 
Commission, payable from Revenues as provided in the Indenture. 

(b) If such additional Series of Bonds are being issued pursuant to the Indenture, a Certificate 
of the Commission that the requirement of (a) under “Issuance of Additional Series of Bonds; General” has 
been met. 

(c) The required certificates and reports under subparagraph (1) or (2) below: 

(1) If the additional Series of Bonds are being issued pursuant to the requirements 
set forth under “Issuance of Additional Series of Bonds; General” (see above), the following 
certificates: 

(A) A Certificate of the Commission setting forth (i) for any period of 12 
consecutive calendar months out of the 18 calendar months next preceding the 
authentication and delivery of such Series of Bonds, the Net Revenues for such 12-month 
period, and (ii) the Debt Service for such 12-month period, and demonstrating that for 
such 12-month period Net Revenues equaled at least 1.25 times Debt Service; 

(B) If any portion of the proceeds of such Series of Bonds is to be used to 
finance construction, a certificate of the Consulting Engineers setting forth (i) the 
estimated date of completion for the portion of the Project for which such Series of 
Bonds is being issued and for any other uncompleted portion of the Project, and (ii) an 
estimate of the cost of construction of such portion of the Project and of any other 
uncompleted portion of the Project; 

(C) A written report of a Qualified Independent Consultant setting forth for 
each of the next three Fiscal Years, or if any portion of the proceeds of such Series of 
Bonds is to be used to finance construction, the three Fiscal Years following the Fiscal 
Year in which the Consulting Engineers estimate such portion of the Project will be 
completed, estimates of (i) Revenues, (ii) Operation and Maintenance Costs of the 
Enterprise and (iii) Net Revenues; and 

(D) A Certificate of the Commission setting forth (i) the estimates of Net 
Revenues, as set forth in the written report of the Qualified Independent Consultant 
pursuant to paragraph (C) above, for each of such three Fiscal Years, (ii) the Annual Debt 
Service for each of such three Fiscal Years, including Annual Debt Service as estimated 
in such Certificate of the Commission with respect to future Series of Bonds, if any, 
which such Certificate of the Commission will estimate (based on the estimate of the 
Consulting Engineers of the cost of construction of such portion of the Project and other 
uncompleted portions of the Project) will be required to complete payment of the cost of 
construction of such portion of the Project and any other uncompleted portion of the 
Project, and demonstrating that the estimated Net Revenues in each of the Fiscal Years 
set forth in (i) above is at least equal to 1.25 times the Annual Debt Service for the 
corresponding Fiscal Year as set forth in (ii) above. 

Said certificate or certificates or written report will be filed after the sale of the additional 
Series of Bonds proposed to be issued (but prior to the delivery thereof and receipt of payment 
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therefor), and will, respect to such additional Series of Bonds, be based upon the actual interest 
rate or rates determined at the time of sale thereof. 

(2) If the additional Series of Bonds are being issued pursuant to the requirements 
set forth under “Issuance of Additional Series of Bonds for Refunding” (see above), a certificate of 
an Independent Certified Public Accountant that the requirements stated under (e) under such 
caption have been met.  Said certificate will be filed after the sale of the additional Series of Bonds 
proposed to be issued (but prior to the delivery thereof and receipt of payment therefor), and will, 
with respect to such additional Series of Bonds, be based upon the actual interest rate or rates 
determined at the time of sale thereof. 

(d) The Supplemental Indenture, duly executed or certified and approved by the Trustee. 

Upon the delivery to the Trustee of the foregoing instruments, the Trustee will authenticate and deliver the 
additional Series of Bonds, in the aggregate principal amount specified in such Supplemental Indenture, to, or upon 
the Written Request of the Commission, when such additional Series of Bonds will have been presented to it for that 
purpose. 

None of the limitations or restrictions on the issuance of additional Series of Bonds described under this 
caption “Proceedings for the Issuance of Additional Series of Bonds” will be applicable to any additional Series of 
Bonds which are to be issued solely for the purpose of refunding and retiring all of the Bonds issued pursuant to the 
Indenture and then Outstanding, and nothing contained in the Indenture will limit the issuance of any additional 
Series of Bonds if, after the issuance and delivery of such additional Series of Bonds, none of the Bonds theretofore 
authorized pursuant to the Indenture will be Outstanding or the Commission will have discharged the entire 
indebtedness on all Bonds Outstanding pursuant to the defeasance provisions of the Indenture. 

Consent Required for Other Issuances of Additional Bonds.  So long as any of the Bonds remain 
Outstanding, the Commission will not issue any Additional Bonds or obligations payable from Revenues on a parity 
with the Bonds except pursuant to the provisions of the Indenture described above under the captions “Issuance of 
Additional Series of Bonds; General,” “Issuance of Additional Series of Bonds for Refunding,” or “Proceedings for 
the Issuance of Additional Series of Bonds,” except under any of the following conditions, in which case none of the 
limitations or restrictions on the issuance of additional Series of Bonds described under the foregoing captions shall 
be applicable, except as set forth below: 

(a) if the Owners of a majority in aggregate amount of the Bond Obligation and any Credit 
Provider consent in writing to the issuance of such Additional Bonds or obligations; or 

(b) the obligation constitutes debt of the Commission (including without limitation loan 
agreements and installment sale agreements entered into between the Commission and the State of 
California (or any board, department or agency thereof) to finance or refinance additions, betterments, 
extensions, repairs, renewals or replacements to the Enterprise) payable by its terms from Revenues on a 
subordinate basis to the payment of Debt Service on the Bonds. 

In addition, the Commission may enter into Parity State Loans if (i) no Event of Default has 
occurred and is continuing under the Indenture or any Supplemental Indenture (and no event has occurred 
which, but for the passage of time or the giving of notice, would constitute an Event of Default under the 
Indenture or any Supplemental Indenture); (ii) the payment of Parity State Loan principal and interest shall 
meet the requirements of the provisions of the Indenture described in paragraph (c) under the heading 
“BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS--Issuance of Additional Series of 
Bonds; General”; and (iii) in connection with the execution and delivery of such Parity State Loans, the 
Commission delivers the certificates set forth in the provisions of the Indenture described in 
paragraph (c)(1) under the heading “BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS--
Issuance of Additional Series of Bonds; General,” taking into account that for purposes of such provisions 
the reference to “Series of Bonds” includes Parity State Loans. 
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REVENUES AND FUNDS 

Pledge and Assignment of Revenues; Revenue Fund.  (a) In accordance with the Charter, but subject to 
the budget and fiscal provisions of the Charter, whenever revenue bonds issued by the Commission pursuant to the 
Charter or refunding bonds of such revenue bonds are Outstanding, the entire gross revenue of the Enterprise will be 
set aside and deposited into a fund in the City treasury heretofore established and known as the “Enterprise Revenue 
Fund” (the “Revenue Fund”).  All amounts paid into such fund will be maintained by the Treasurer separate and 
apart from all other City funds and will be secured by the Treasurer’s official bond or bonds. 

(b) Moneys in the Revenue Fund, including earnings thereon, will be appropriated, transferred, expended or 
used for the following purposes pertaining to the financing, maintenance and operation of the Enterprise and related 
facilities owned, operated or controlled by the Commission and only in accordance with the following priority: 

(1) the payment of operation and maintenance expenses for such utility and related facilities; 

(2) the payment of pension charges and proportionate payments to such compensation and 
other insurance or outside reserve funds as the Commission may establish or the Board of Supervisors may 
require with respect to employees of the Commission; 

(3) the payment of principal, interest, reserve, sinking fund, and other mandatory funds 
created to secure revenue bonds or other evidences of indebtedness (including, Parity State Loans), 
hereafter issued by the Commission for the acquisition, construction or extension of the Enterprise or 
related facilities owned, operated or controlled by the Commission as provided in the Indenture; 

(4) the payment of principal and interest on general obligation bonds issued by the City for 
Enterprise purposes; 

(5) reconstruction and replacement as determined by the Commission or as required by any 
Enterprise revenue bond ordinance duly adopted and approved; 

(6) the acquisition of land, real property or interest in real property for, and the acquisition, 
construction, enlargement and improvement of, new and existing buildings, structures, facilities, 
equipment, appliances and other property necessary or convenient to the development or improvement of 
such utility owned, controlled or operated by the Commission; and for any other lawful purpose of the 
Commission including the transfer of surplus funds pursuant to the Charter. 

(c) Subject to the provisions of subsection (a) and (b) above, all of the Revenues (except amounts on 
deposit in the Rebate Fund) are irrevocably pledged to the punctual payment of the principal of and interest and 
redemption premium, if any, on the Bonds and the Policy Costs, and the Revenues will not be used for any other 
purpose while any of the Bonds remain Outstanding or Policy Costs remain unpaid; except that the Revenues may 
be used for such purposes as are expressly permitted in the Charter and in the Indenture.  Pursuant to Section 5451 
of the California Government Code, such pledge will constitute a lien on and security interest in the Revenues for 
the payment of the Bonds and the Policy Costs in accordance with the terms thereof and of the Indenture, and will 
immediately attach to the collateral and be effective, binding, and enforceable against the Commission, its 
successors, purchasers of the Revenues, creditors and all others asserting any rights thereto, irrespective of whether 
such parties have notice of such pledge and without the need for any physical delivery, recordation, filing or further 
act. 

(d) The Commission covenants and confirms that the Revenues in the Revenue Fund shall be appropriated, 
transferred, expended and used as set forth above in paragraph (b) under this caption “Pledge and Assignment of 
Revenues; Revenue Fund” and in the order of priority set forth subparagraphs (1), (2), and (3) of such paragraph, 
notwithstanding any amendment to the Charter.  The Commission further confirms that all Revenues (except 
amounts on deposit in the various Rebate Funds) are irrevocably pledged to the punctual payment of the principal of 
and interest and redemption premium, if any, on the Bonds and the Policy Costs, and the Revenues shall not be used 
for any other purpose while any of the Bonds remain outstanding or Policy Costs remain unpaid; except that the 
Revenues may be used for such purposes as are expressly set forth above in paragraph (b) under this caption  
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“Pledge and Assignment of Revenues; Revenue Fund” and, as long as the Commission is in compliance with its rate 
covenant under the Indenture and the deposits required as described below under the caption “Establishment and 
Maintenance of Funds for Revenues; Use and Withdrawal of Revenues,” as otherwise set forth in the Charter and in 
the Indenture.  Amendments to the Charter shall not alter the pledge of Revenues or the order of priority of payment 
of the Revenues used for the payment of principal of and interest on the Bonds. 

Establishment and Maintenance of Funds for Revenues; Use and Withdrawal of Revenues.  All 
moneys in the Revenue Fund, after the making of the payments described in subsections (b)(1) and (2) in “Pledge 
and Assignment of Revenues; Revenue Fund” above, shall, on a parity basis be (i) paid over to the Trustee to the 
extent necessary and deposited in one or more of the following respective special funds at the times therein 
specified, and (ii) used as needed for the payment of Parity State Loans. The Trustee shall establish and maintain, in 
trust, for the benefit of and so long as any Bonds, other than Parity State Loans, are Outstanding the Interest Fund, 
Principal Fund, and Bond Reserve Fund. 

All Revenues in each of said funds shall be held in trust by the Trustee and shall be applied, used and 
withdrawn only for the purposes authorized in the Indenture. Such amounts shall be so transferred to and deposited 
in the following respective funds in the following order of priority, the requirements of each such fund at the time of 
deposit to be satisfied before any transfer is made to any fund subsequent in priority: 

(a) Interest Fund, Refundable Credits. On or before the fifth Business Day prior to each Interest 
Payment Date, the Treasurer will pay to the Trustee for deposit in the Interest Fund in an amount equal to the sum of 
the following: (i) 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 (ii) one hundred ten percent (110%) of the estimated aggregate amount of interest due on 
such Interest Payment Date on the Outstanding Bonds of such Series that are Variable Rate Indebtedness (provided, 
however, that (A) the amount of such deposit into 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 Variable Rate Indebtedness 
exceeded the actual amount of interest accrued during that period on said Outstanding Variable Rate Indebtedness, 
(B) the amount of such deposit 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 on said Outstanding Variable Rate Indebtedness, and 
(C) the amount of such deposit will be reduced by any Refundable Credits on deposit in the Interest Fund and 
available to pay interest for such period).  No deposit need be made into the Interest Fund if the amount contained 
therein is at least equal to the interest to become due and payable on the next Interest Payment Date upon all of the 
Bonds issued under the Indenture and then 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 
future Interest Payment Dates following said next Interest Payment Date). Moneys in the Interest Fund will be used 
and withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it will become due and 
payable (including accrued interest on any Bonds purchased or redeemed prior to maturity pursuant to the 
Indenture). 

All of the Refundable Credits received by the Commission will be deposited promptly upon receipt in the 
Interest Fund, and such Refundable Credits are irrevocably pledged to the punctual payment of principal of, interest 
and redemption premium, if any, on the related Series of Bonds, and, unless an Event of Default shall occur under 
the Indenture and the provisions of the Indenture relating to the application of funds upon acceleration shall apply, 
the Refundable Credits will not be used for any other purpose while any of such Series of Bonds issued as Build 
America Bonds remain Outstanding.  Pursuant to Section 5451 of the California Government Code, the pledge of 
the Indenture constitutes a lien on and security interest in the Refundable Credits for the payment of interest on the 
related Series of Bonds in accordance with the terms thereof and the terms of the Indenture, and will immediately 
attach and be effective, binding, and enforceable against the Commission, its successors, purchasers of the 
Refundable Credits, creditors and all others asserting any rights thereto, irrespective of whether such parties have 
notice of such pledge and without the need for any physical delivery, recordation, filing or further act.  
Notwithstanding the foregoing deposit and pledge, (a) the Refundable Credits shall not be included in the calculation 
of Revenues if the Refundable Credits have been used in any calculation as a reduction (or credit) against the 
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interest payable under the Indenture (or in any other calculation that would double-count a Refundable Credit), and 
(b) if the Federal Government is paying less than the amount scheduled to be paid by the Federal Government 
pursuant to Section 6431 of the Code or pursuant to any similar direct-pay subsidy program (due to sequestration or 
otherwise), then Refundable Credits may be included in the calculation of Revenues but only to the extent such 
Refundable Credits are required or permitted to be made pursuant to Federal law.  Additionally, in calculating the 
amount that the Treasurer pays to the Trustee for deposit in the Interest Fund, the Treasurer may reduce the payment 
by the amount of any Refundable Credits on deposit with the Trustee as provided in the paragraph above. 

(b) Principal Fund; Sinking Fund Accounts.  On or before the fifth Business Day prior to each 
Principal Payment Date, the Treasurer will pay to the Trustee for deposit in the Principal Fund in an amount equal to 
the sum of the following: (i) 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 (ii) 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 (iii) if any Letter of Credit Agreement has been entered into on a parity with the Bonds, sufficient 
amounts to pay the obligations of the Commission under such Letter of Credit Agreement due on such Principal 
Payment Date. If the amounts on deposit in the Principal Fund will be insufficient to make all deposits which are 
required to be made with respect to any Principal Payment Date, such amounts shall be applied on a Proportionate 
Basis and in such proportion as said Serial Bonds, said Minimum Sinking Fund Payments for Term Bonds, and said 
Letter of Credit Agreement obligations shall bear to each other. 

(c) Bond Reserve Fund; Reserve Accounts. 

(1) In the event of a withdrawal from any Reserve Account, the Treasurer will pay to the 
Trustee for deposit in such Reserve Account, on a pari passu basis with transfers to any other Reserve 
Account, on or before the fifth Business Day prior to each Interest Payment Date following such 
withdrawal, (i) if such Reserve Account is established with respect to fixed rate Bonds only, an amount 
which if made in two semi-annual installments, and (ii) if such Reserve Account is established with respect 
to any Variable Rate Bonds, an amount which if made in equal installments over a 12-month period, is 
sufficient to replenish any prior withdrawal from such Reserve Account so that the balance in such 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. 

(2) No deposit need be made into any Reserve Account so long as there will be in such 
Reserve Account an amount equal to the Required Reserve with respect to such Series of Bonds, or when 
and if the sum of the amounts contained (excluding all Bond Reserve Fund Policies) therein and in the 
Interest Fund and in the Principal Fund is at least equal to the sum of the aggregate principal amount of all 
of the Bonds then Outstanding and all of the interest then due or thereafter to become due on all such 
Bonds. 

(3) Except as otherwise provided as described below, the Trustee will establish and hold 
within the Bond Reserve Fund a Reserve Account for each Series of Bonds issued under the Indenture.  
With respect to the Series of Bonds (the “Prior Series of Bonds”) issued prior to the effective date of the 
Fifth Supplemental Indenture, each Reserve Account will be funded in an amount equal to fifty percent 
(50%) of the Maximum Annual Debt Service on the Outstanding Bonds of the Series to which it relates.  
With respect to the Series of Bonds issued on or after the effective date of the Fifth Supplemental 
Indenture, the Trustee will establish and hold a Reserve Account for each Series of Additional Bonds 
issued under the Indenture, if and to the extent required by the Supplemental Indenture pursuant to which 
that Series of Bonds is issued. Upon the issuance of a Series of Additional Bonds, there will be deposited 
into the Reserve Account for that Series an amount equal to the Required Reserve, if any, established for 
that Series of Bonds under the Supplemental Indenture pursuant to which that Series of Bonds is issued. 
Upon the issuance of a Series of Additional Bonds, the Commission will advise the Trustee of the Required 
Reserve to be maintained in the Reserve Account for that Series. Unless otherwise provided in the 
Supplemental Indenture pursuant to which a Series of Bonds is issued, the Reserve Account established 
with respect to a Series of Bonds will be available only to pay Debt Service on such Series of Bonds, and 
will not be available to pay Debt Service on any other Series of Bonds. 
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(4) Subject to paragraph (12) below, moneys in the respective Reserve Accounts within the 
Bond Reserve Fund will be used and withdrawn by the Trustee solely for the purpose of paying the 
principal of, Minimum Sinking Fund Account Payments with respect to, and interest on the corresponding 
Series of Bonds to which such Reserve Account relates (unless otherwise provided in the Supplemental 
Indenture pursuant to which a Series of Bonds was issued) in the event that no other moneys are available 
therefor, or for payment or redemption of all of the Bonds of such Series then Outstanding. 

(5) Following application of all other funds held in any Reserve Account relating to a Series 
of Bonds, the Trustee will draw under any Bond Reserve Fund Policy issued with respect to such Series of 
Bonds, in a timely manner and pursuant to the terms of such Bond Reserve Fund Policy, to the extent 
necessary in order to obtain sufficient funds on or prior to the date such funds are needed to pay the Bond 
Obligation of, Minimum Sinking Fund Account Payments with respect to, and interest on such Series of 
Bonds when due. 

(6) If a Bond Reserve Fund Policy satisfies all or a portion of the Required Reserve for any 
Series of Bonds 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 will pay to the Trustee or to 
the Reserve Provider, with notice to the Trustee, (i) if such Bond Reserve Fund Policy is established with 
respect to fixed rate Bonds only, an amount which if made in two semi-annual installments, and (ii) if such 
Bond Reserve Fund Policy is established with respect to any Variable Rate Bonds, an amount which if 
made in equal installments over a 12-month period, is sufficient  to repay the aggregate amount of Policy 
Costs owing with respect to such drawing by the end of such 12-month period. If the Trustee receives such 
payment, it shall immediately remit the same to the Reserve Provider. 

(7) In the event that the Trustee has notice that any payment of principal of or interest on a 
Bond has been recovered from its Bondowner pursuant to the United States Bankruptcy Code by a trustee 
in bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, 
the Trustee, pursuant to the terms of the Bond Reserve Fund Policy, if any, securing the Series of Bonds of 
which such Bond is a part, will so notify the Reserve Provider and draw on such policy to the lesser of the 
extent required or the maximum amount of such policy in order to pay to such Bondowners the principal of 
and interest so recovered. 

(8) If and to the extent that more than one Bond Reserve Fund Policy satisfies the portion of 
the Required Reserve relating to a Series of Bonds, drawings under such Bond Reserve Fund Policies and 
payment of Policy Costs with respect to such Bond Reserve Fund Policies shall be made on a pro rata basis 
(calculated by reference to the maximum amounts of such Bond Reserve Fund Policies). 

(9) If a Bond Reserve Fund Policy is deposited in a Reserve Account in which cash has been 
previously deposited in satisfaction of the Required Reserve for the applicable Series of Bonds, the trustee 
shall release cash from that Reserve Account in an amount equal to the Bond Reserve Fund Policy being 
deposited, and shall transfer the cash so released to the Commission to be used for any lawful purpose, 
provided, however, that the Commission shall ensure that the use of any cash so released will not adversely 
affect the exclusion from gross income of the interest on the Bonds under Section 103 of the Code (if 
applicable). 

(10) If deposits are insufficient to fully satisfy the requirements of subparagraph (5) above, 
deposits to the Bond Reserve Fund shall be applied on a pro rata basis to the respective Reserve Accounts, 
calculated by reference to the amounts required to be maintained in each Reserve Account, and within any 
Reserve Account first to the pro rata payment of Policy Costs and upon satisfaction of such Policy Costs to 
satisfying any portion of the Required Reserve to be maintained within such Reserve Account not covered 
by a Bond Reserve Fund Policy. 

(11) So long as the Commission is not in default under the Indenture, and in each Reserve 
Account there is a balance equal to the Required Reserve for the Series of Bonds for which such Reserve 
Account was established, any amount in the Bond Reserve Fund in excess of the Required Reserve will be 
withdrawn semiannually, on May 1 and November 1 of each year, by the Trustee from the Bond Reserve 
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Fund and transferred to the Treasurer for deposit in the Revenue Fund or, during the period of construction 
of the Project or any portion thereof, the Improvement Fund.  Notwithstanding the foregoing, the 
Commission will have the right to withdraw excess amounts on deposit in the Bond Reserve Fund at any 
time upon request to the Trustee. 

(12) On and after the Effective Date, any Reserve Requirement established with respect to any 
Series of Bonds which are issued as Build America Bonds prior to such date may, at the option of the 
Commission, be recalculated in accordance with the provisions of the Fifth Supplemental Indenture. 

(13) Nothing under the Indenture shall preclude the creation of a Reserve Account to secure 
one or more Series of Bonds issued subsequent to the Effective Date. 

All moneys remaining in the Revenue Fund on the tenth day of each month (or on such earlier day 
of each month as the transfers required to the Interest Fund, Principal Fund, Sinking Fund Accounts and the 
Bond Reserve Fund will have been completed) and attributable to the preceding calendar month, after the 
setting aside and transferring of all of the amounts required to be set aside or transferred by the Treasurer 
by the provisions in the Indenture as required to the Interest Fund, Principal Fund, Sinking Fund Accounts 
and the Bond Reserve Fund, will be deposited by the Treasurer in accordance with the Charter.  The 
inability of the Treasurer to make any deposit for any of the purposes described above in subparagraphs (4), 
(5), or (6) of paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” by 
reason of a lack of Revenues available therefor will not constitute an Event of Default under the Indenture.  
If at any time any moneys so deposited are needed to pay the interest on or principal of the Bonds, or to pay 
Operation and Maintenance Costs of the Enterprise for the then current Fiscal Year for which no adequate 
budgeted amount was provided by the Commission, the Treasurer may transfer such moneys for such 
purpose.  Any such transfer will be replenished from Revenues when moneys are available for deposit in 
the particular fund from which the transfer was made, after all required transfers to funds having a higher 
priority have been made. 

The Treasurer shall not expend any moneys for any of the purposes specified in subparagraphs (4), 
(5), or (6) of paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” if and 
when the Commission is in default in making any payment or deposit under the Indenture. 

Deposit and Investment of Moneys in Funds; Interest Rate Swaps.  All moneys held by the Treasurer in 
the Revenue Fund or the Improvement Fund, or for the purposes described above in subparagraphs (4), (5), or (6) of 
paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” may be invested in Legal 
Investments maturing not later than the date on which such moneys are required for payment by the Treasurer.  All 
moneys held by the Trustee and allocated to any of the funds held by it, subject to the restrictions set forth in the 
Rebate Certificate, will be held 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 will be secured at all times by 
such obligations, and to the fullest extent, as is required by law, and may be invested in Permitted Investments, 
maturing not later than the date on which such moneys are required for payment by the Trustee, except that moneys 
in the Bond Reserve Fund may be deposited or invested in deposits or Permitted Investments which mature not more 
than seven years from the date of investment or the final date of maturity of the Outstanding Bonds, whichever is 
earlier.  If at any time any of the investments stated to be Permitted Investments under the Indenture cease to be a 
legal investment for funds held under the Indenture, the Commission will so advise the Trustee by a Written 
Statement of the Commission.  The Trustee will not be responsible for making any investment which is not a legal 
investment if the Commission will not have previously delivered a Written Request or Written Statement of the 
Commission correctly advising the Trustee that such investment was no longer a legal investment.  For the purpose 
of determining the amount of money in the Bond Reserve Fund, all investments of moneys therein will be valued 
annually on October  31 at the market value of such investments.  All interest received on any moneys so invested 
by the Treasurer or the Trustee will be deposited in and for the purpose of the Revenue Fund, except that all interest 
received on any moneys so invested in the Principal Fund or Interest Fund will remain in such fund, and further 
except that prior to receipt by the Trustee of notice of completion of construction of the Project or any portion 
thereof all interest received on any moneys so invested in the Improvement Fund or in the Bond Reserve Fund will 
remain in, or be transferred to and deposited in, the Improvement Fund held by the Treasurer.  Upon completion of 
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construction of the Project or any such portion thereof, the Commission will file with the Trustee a Certificate or 
Written Statement of the Commission stating the fact and date of such completion of construction. 

The Trustee may sell or present for redemption any obligations so purchased by it whenever it is necessary 
in order to provide moneys to meet any payment, and the Trustee will not be liable or responsible for any loss 
resulting from such investment. 

The Trustee may act as principal or agent in the acquisition or disposition of any investment. 

The Trustee may commingle any of the moneys held by it pursuant to the Indenture for investment 
purposes only; provided, however, that the Trustee will account separately for the moneys belonging to each fund or 
account established pursuant to the Indenture and held by it. 

The Commission may and the Trustee will, upon the Written Request or Written Statement of the 
Commission, and provided that the Trustee is supplied with an Opinion of Counsel to the effect that such action is 
permitted under the laws of the State of California, enter into an interest rate swap agreement corresponding to the 
interest rate or rates payable on a Series of Bonds or any portion thereof and the amounts received by the 
Commission or the Trustee, if any, pursuant to such a swap agreement may be applied to the deposits required under 
the Indenture.  The entity with which the Commission or the Trustee may contract for an interest rate swap is limited 
to entities that are rated in one of the two highest short-term or long-term debt rating categories by Moody’s and 
S&P.  If the Commission so designates, amounts payable under the interest rate swap agreement will be made on a 
parity basis with payments on the Bonds and, in such event, the Commission will pay to the Trustee for deposit in 
the Interest Fund, at the times and in the manner provided in the Indenture, the amounts to be paid under such 
interest rate swap agreement, as if such amounts were additional interest due on the Bonds to which such interest 
rate swap relates. 

SELECTED COVENANTS OF THE COMMISSION 

Payment of Principal and Interest.  The Commission will punctually pay or cause to be paid the principal 
and interest (and premium, if any) to become due in respect of every Bond issued under the Indenture at the times 
and places and in the manner provided in the Indenture and in the Bonds, in strict conformity with the terms of the 
Bonds and of the Indenture, but solely from Revenues as provided in the Indenture. 

Against Encumbrances.  Subject to any rights of the United States of America or the State of California, 
the Commission will not mortgage or otherwise encumber, pledge or place any charge upon the Enterprise or any 
part thereof, or upon any of the Revenues, prior to or on a parity with the Bonds, provided that Letter of Credit 
Agreements entered into in connection with Balloon Indebtedness, Variable Rate Indebtedness or Tender 
Indebtedness may be payable on a parity with the Bonds. 

So long as any Bonds are Outstanding, the Commission will not issue any bonds or obligations payable 
from Revenues or secured by a pledge, lien or charge upon Revenues prior to or on a parity with the Bonds, other 
than the Bonds, provided that Letter of Credit Agreements entered into in connection with Balloon Indebtedness, 
Variable Rate Indebtedness or Tender Indebtedness may be payable on a parity with the Bonds. 

Nothing in the Indenture, and particularly nothing in the preceding two paragraphs, will prevent the 
Commission from authorizing and issuing bonds, notes, warrants, certificates or other obligations or evidences of 
indebtedness which as to principal or interest, or both, (1) are payable from Revenues after and subordinate to the 
payment from Revenues of the principal of and interest on the Bonds, or (2) are payable from moneys which are not 
Revenues as such term is defined in the Indenture. 

Sale or Other Disposition of Property.  The Commission will not sell or otherwise dispose of the 
Enterprise or any part thereof essential to the proper operation of the Enterprise or to the maintenance of the 
Revenues except as expressly permitted in the Indenture.  The Commission will not enter into any lease or 
agreement which impairs the operation of the Enterprise or impedes the rights of the Owners of the Bonds with 
respect to the Revenues or the operation of the Enterprise, but the Commission may enter into any lease or 
agreement concerning all or any part of the Enterprise if such lease or agreement will not impair the operation of the 
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Enterprise or impede the rights of the Owners of the Bonds with respect to the Revenues or the operation of the 
Enterprise. 

Any real or personal property which has become nonoperative or which is not needed for the efficient and 
proper operation of the Enterprise, or any material or equipment which has worn out, may be sold if all of the net 
proceeds of such sale (less any amounts payable to the United States of America or the State of California or 
required by the United States of America or the State of California to be deposited in a restricted fund) are deposited 
in the Revenue Fund. 

The Commission reserves the right to sell all or a portion of the Enterprise, and to enter into and execute 
agreements for and to complete such sale, but subject to the following specific conditions, which are made 
conditions precedent to such sale: 

(1) The Commission will be in compliance with all covenants set forth in the Indenture, and 
in all Supplemental Indentures theretofore adopted by the Commission, and a Certificate of the 
Commission to that effect will have been filed with the Trustee. 

(2) The Commission will have determined by resolution whether the net proceeds of the sale 
(less any amounts payable to the United States of America or the State of California or required to be 
deposited in a restricted fund) are to be used for the redemption of Bonds or for the making of additions or 
improvements to or extensions of the Enterprise. 

(3) If the Commission will have determined that the net proceeds of the sale (less any 
amounts payable to the United States of America or the State of California or required to be deposited in a 
restricted fund) are to be used for the redemption of Bonds, such proceeds of the sale will be deposited with 
the Trustee, and the following conditions will have been satisfied: 

(i) The Commission will have adopted a resolution providing for the redemption of 
the maximum principal amount of Bonds which can be redeemed from such proceeds of such sale, 
or, in the event that no Bonds are subject to redemption on the next succeeding interest payment 
date, directing the Trustee (A) to hold such proceeds in trust, (B) to invest such proceeds in the 
investments permitted by the Indenture until any Bonds become redeemable, subject to any 
restrictions imposed by the Indenture, (C) to deposit the interest and income on such proceeds in 
the Revenue Fund as such interest and income is received, and (D) to use such proceeds to redeem 
Bonds in the amount and manner specified in the Indenture and any Supplemental Indenture on 
the first interest payment date on which the Bonds can be redeemed; and a certified copy of such 
resolution will have been filed with the Trustee, along with a Written Request or Certificate of the 
Commission containing such direction. 

(ii) If such proceeds are not to be immediately used for the redemption of Bonds but 
instead are to be held by the Trustee until Bonds become redeemable, the Commission will have 
filed with the Trustee a written report of an Independent Certified Public Accountant stating 
(A) the amount of proceeds to be deposited with the Trustee from such sale, (B) an estimate of the 
total amount of Bond Obligation and the amount of Bonds of each maturity which could be 
redeemed from such proceeds on the first interest payment date on which Bonds are redeemable, 
and (C) the estimated annual interest and income to be earned on such proceeds while held and 
invested by the Trustee.  Such interest and income on such proceeds upon receipt by the Trustee 
will be deposited in the Revenue Fund and will be treated as Revenues for all purposes of the 
Indenture, including determining whether the Commission is in compliance with the rate covenant 
contained in the Indenture. 

(iii) If such proceeds of such sale are to be immediately used to redeem Bonds, the 
Net Revenues for the last Fiscal Year or last recorded twelve-month period preceding the date of 
the adoption by the Commission of the resolution authorizing such sale, less a deduction for the 
portion of such Net Revenues attributable to the portion of the Enterprise to be sold, all as shown 
by a certificate or opinion of an Independent Certified Public Accountant or a written report of a 
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Qualified Independent Consultant, will have produced a sum equal to at least 1.25 times 
Maximum Annual Debt Service on the Bonds to be Outstanding following the redemption of 
Bonds from the proceeds of such sale. 

(iv) If such proceeds are not to be immediately used for the redemption of Bonds but 
instead are to be held by the Trustee until Bonds become redeemable, the Net Revenues for the 
last Fiscal Year or last recorded twelve-month period preceding the date of adoption by the 
Commission of the resolution authorizing such sale, less a deduction for the portion of such Net 
Revenues attributable to the portion of the Enterprise to be sold, plus an allowance for the 
estimated annual interest or income to be earned on the invested proceeds of such sale while held 
and invested by the Trustee, all as shown by a certificate or opinion of an Independent Certified 
Public Accountant or a written report of a Qualified Independent Consultant, will have produced a 
sum equal to at least 1.25 times Maximum Annual Debt Service. 

(4) If the Commission, will have determined that the net proceeds of the sale (less any 
amounts payable to the United States of America or the State of California or required to be deposited in a 
restricted fund) are to be used for the making of additions or improvements to or extensions of the 
Enterprise, such proceeds of the sale will be deposited by the Treasurer in a special fund in trust to be held 
by the Treasurer to be used for the making of additions or improvements to or extensions of the Enterprise, 
and the condition set forth in the following sentence will have been satisfied.  The Net Revenues for the last 
Fiscal Year or last recorded twelve-month period preceding the date of the adoption by the Commission of 
the resolution authorizing such sale, less a deduction for the portion of such Net Revenues attributable to 
the portion of the Enterprise to be sold, all as shown by a written report of an Independent Certified Public 
Accountant, plus 

(i) An allowance for Net Revenues from any additions  or improvements to or 
extensions of the Enterprise to be made with the proceeds of such sale or with the proceeds of 
Bonds previously issued, and also for Net Revenues from any such additions, improvements or 
extensions which have been made from moneys from any source but which, during all or any part 
of such Fiscal Year or recorded twelve-month period, were not in service, all in an amount equal 
to one hundred percent (100%) of the estimated additional average annual Net Revenues to be 
derived from such additions, improvements and extensions for the first twenty-four months in 
which each addition, improvement or extension is respectively to be in operation, all as shown by 
the certificate or opinion of a Qualified Independent Consultant; and 

(ii) An allowance for earnings arising from any increase in the charges made for the 
use of the Enterprise which has become effective prior to such sale, but which, during all or any 
part of such Fiscal Year or recorded twelve-month period, was not in effect, in an amount equal to 
one hundred percent (100%) of the amount by which the Net Revenues would have been increased 
if such increase in charges had been in effect during the whole of such Fiscal Year or recorded 
twelve-month period, as shown by the certificate or opinion of a Qualified Independent 
Consultant; 

will have produced a sum equal to at least 1.25 times the Maximum Annual Debt Service on the Bonds 
then Outstanding.  Any balance of such proceeds from any such sale not required by the Commission for 
the purposes aforesaid will be deposited in the Revenue Fund established pursuant to the Indenture and 
applied as provided in the Indenture. 

Operation and Maintenance of Enterprise.  The Commission will maintain and preserve the Enterprise 
in good repair and working order at all times from the Revenues available for such purposes, in conformity with 
standards customarily followed for municipal water supply, storage and distribution systems of like size and 
character.  The Commission will from time to time make all necessary and proper repairs, renewals, replacements 
and substitutions to the properties of the Enterprise, so that at all times business carried on in connection with the 
Enterprise will and can be properly and advantageously conducted in an efficient manner and at reasonable cost, and 
will operate the Enterprise in an efficient and economical manner, consistent with the protection of the Owners of 
the Bonds, and will not commit or allow any waste with respect to the Enterprise. 
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Liens and Claims.  Subject to any rights of the United States of America or the State of California, the 
Commission will keep the Enterprise and all parts thereof free from judgments, from mechanics’ and materialmen’s 
liens and from all liens and claims of whatsoever nature or character, to the end that the security provided pursuant 
to the Indenture may at all times be maintained and preserved, and the Commission will keep the Enterprise and the 
Revenues free from any liability which might hamper the Commission in conducting its business or operating the 
Enterprise.  Subject to the provisions of the Indenture, the Trustee at its option (after first giving the Commission 
thirty days’ written notice to comply therewith and failure of the Commission to so comply within said thirty-day 
period) may defend against any and all actions or proceedings in which the validity of the Indenture is or might be 
questioned, or may pay or compromise any claim or demand asserted in any such actions or proceedings; provided, 
however, that, in defending against such actions or proceedings or in paying or compromising such claims or 
demands, the Trustee will not in any event be deemed to have waived or released the Commission from liability for 
or on account of any of its covenants and warranties contained in the Indenture, or from its liability under the 
Indenture to defend the validity of the Indenture and the pledge made in the Indenture and to perform such 
covenants and warranties. 

Insurance.  The Commission will procure, and maintain at all times while any of the Bonds will be 
Outstanding, adequate fidelity insurance or bonds on all officers and employees handling or responsible for any 
Revenues or funds of the Enterprise, such insurance or bonds to be in an aggregate amount at least equal to the 
maximum amount of such Revenues or funds at any one time in the custody of all such officers and employees or in 
the amount of one million dollars ($1,000,000), whichever is less. 

The insurance described above may be provided as a part of any comprehensive fidelity and other 
insurance and not separately for the Enterprise. 

The Commission may purchase, on all or any of the Bonds of any Series, insurance assuring the 
Bondowners that the principal of and interest on the insured Bonds will be paid when due and payable.  The 
purchase of any such insurance will not constitute a preference or priority of the insured Bonds over any Bonds not 
so insured, and all Bonds Outstanding, irrespective of the providing of such insurance on some of the Bonds, will be 
equally and proportionately secured. 

Books and Accounts; Financial Statements.  The Commission will keep proper books of record and 
accounts of the Enterprise, separate from all other records and accounts of the Commission, in which complete and 
correct entries will be made of all transactions relating to the Enterprise.  Such books of record and accounts will at 
all times during business hours be subject to the inspection of the Trustee or of any Owner of Bonds then 
Outstanding or their representatives authorized in writing, at reasonable hours and under reasonable conditions. 

The Commission further will prepare and file with the Trustee annually, within five months after the close 
of each Fiscal Year so long as any of the Bonds are Outstanding, financial statements of the Enterprise for the 
preceding Fiscal Year, prepared in accordance with generally accepted accounting principles applied on a consistent 
basis from year to year (which financial statements will include a statement showing the balances in each fund 
required to be established under the provisions of the Indenture), including a balance sheet, statement of income, 
statement of retained earnings and contributed capital, and statement of changes in financial position, which 
financial statements will be examined by and include the certificate or opinion of an Independent Certified Public 
Accountant.  Such financial statements will be accompanied by a Certificate of the Commission stating that no 
Event of Default has occurred or is continuing as of the end of each Fiscal Year, or specifying the nature of the 
Events of Default, if any, which have occurred and are continuing. 

The Commission will furnish a copy of these financial statements to any Bondowner upon request, and will 
furnish to the Trustee such reasonable number of copies thereof (not exceeding 100 copies) as may be required by 
the Trustee for distribution to investment bankers, security dealers and others interested in the Bonds and to the 
Owners of Bonds requesting copies thereof.  The Trustee will not be required to incur any nonreimbursable 
expenses in making such distribution. 

The Commission will cause to be published a summary statement showing the amount of Revenues and the 
amount of all other funds collected which are required to be pledged or otherwise made available as security for 
payment of the principal of and interest on the Bonds, the disbursements from such Revenues and other funds in 
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reasonable detail, and a general statement of the financial and physical condition of the Enterprise.  The statement 
will be published annually, not more than 120 days after the close of each Fiscal Year.  The Commission will 
furnish a copy of the statement to any Bondowner upon request. 

Enterprise Budgets.  The Commission will prepare and submit to the Mayor for review and submission to 
the Board of Supervisors for approval an annual budget for the Enterprise for each Fiscal Year.  Such budget will set 
forth in reasonable detail the Revenues anticipated to be derived in such Fiscal Year and the expenditures anticipated 
to be paid or provided for therefrom in such Fiscal Year including, without limitation, the amounts required to 
provide for the payment of the principal of and interest and redemption premium, if any, on the Bonds during such 
Fiscal Year, to pay or provide for Operation and Maintenance Costs of the Enterprise for such Fiscal Year, to make 
up any deficiencies in any fund or account anticipated for the then current Fiscal Year, and to pay or provide for the 
payment of all other claims or obligations required to be paid from Revenues in such Fiscal Year, and will show that 
Net Revenues will be at least adequate to satisfy the provisions of the rate covenant under the Indenture.  Such 
budget will comply with any conditions or restrictions set forth in any agreements between the Commission and 
users of the Enterprise.  The Commission will take all action available and necessary to obtain approval or 
acceptance of the budget by the Mayor and the Board of Supervisors.  The Commission will supply to the Trustee 
and to any Bondowner who will so request in writing a copy of the annual budget for the Fiscal Year covered by 
such budget.  Such budget will be open for inspection by any Owner at the principal corporate trust office of the 
Trustee during normal business hours.  If at any time a revised annual budget for the Enterprise will be adopted 
which will involve an increase or decrease in the Revenues or in said expenditures of ten percent (10%) or more, the 
Commission will supply a copy to the Trustee and to any Bondowner who will so requests in writing. 

Maintenance of Revenues; Merger with Hetch Hetchy Project.  The City will not acquire, construct, 
operate or maintain, and will not within the scope of its powers permit any other public or private corporation, 
political subdivision, district or agency or any person whatsoever to acquire, construct, operate or maintain, within 
the City or any part thereof, any system or utility competitive with the Enterprise.  The Commission will have in 
effect, or cause to have in effect, at all times an ordinance or resolution requiring all customers of the Enterprise to 
pay the fees, rates and charges applicable to the water, services and facilities furnished by the Enterprise.  The 
Commission will not provide any water service of the Enterprise free of charge to any person, firm or corporation, or 
to any public agency (including the United States of America, the State of California, and any public corporation, 
political subdivision, city, county, district or agency of any thereof), except (i) for free use by the City and its 
agencies, (ii) to the extent that any such free use is required by the terms of any existing contract or agreement and 
(iii) for incidental insignificant free use so long as such free use does not prevent the Commission from satisfying 
the other covenants of the Indenture, including, without limitation, the rate covenant under the Indenture. 

The Commission will not take any action pursuant to the Charter to accomplish a merger of the Enterprise 
with the Hetch Hetchy Project, a department of the City under the jurisdiction of the Commission, unless and until 
the Commission will have provided a method for segregating the Revenues from the revenues of the Hetch Hetchy 
Project so as to preserve the lien of the Indenture upon the Revenues, and will have obtained an opinion of counsel 
from a firm nationally recognized in the practice of tax-exempt financing that such merger will not, in and of itself, 
affect the exclusion from gross income of the interest on the Bonds under Section 103 of the Code (if applicable). 

Eminent Domain Proceeds.  If all or any part of the Enterprise will be taken by or under threat of eminent 
domain proceedings, the net proceeds realized by the Commission or the City therefrom (excluding any portion 
thereof payable to the United States of America or the State of California or required by the United States of 
America or the State of California to be deposited in a restricted fund) will be deposited by the Treasurer in a special 
fund in trust and applied and disbursed by the Treasurer subject to the following conditions: 

(a) If such eminent domain proceedings have had a material adverse effect upon the 
Revenues and the security of the Bonds, the Commission will by resolution determine to apply such 
proceeds for one of the following purposes: 

(1) The Commission may determine to apply such proceeds to the purchase, 
defeasance or redemption of Bonds then Outstanding.  In that event, the Treasurer will transfer 
such proceeds to the Trustee who will apply such proceeds on a Proportionate Basis to the 
redemption, defeasance or purchase of Bonds of each Series then Outstanding in the proportion 
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which the Bond Obligation amount of each Series bears to the aggregate Bond Obligation amount 
of all Bonds then Outstanding. 

(2) The Commission may determine to apply such proceeds to the cost of additions 
or improvements to or extensions of the Enterprise if (A) the Commission first secures and files 
with the Trustee a written report of  a Qualified Independent Consultant showing (i) the loss in 
annual Revenues, if any, suffered, or to be suffered, by the Commission by reason of such eminent 
domain proceedings, (ii) a general description of the additions, improvements or extensions then 
proposed to be acquired by the Commission from such proceeds, and (iii) an estimate of the 
additional Revenues to be derived from such additions, improvements or extensions; and (B) such 
written report states that such additional Revenues will sufficiently offset the loss of Revenues 
resulting from such eminent domain proceedings so that the ability of the Commission to meet its 
obligations under the Indenture will not be substantially impaired.  The Commission will then 
promptly proceed with the construction of the additions, improvements or extensions substantially 
in accordance with such written report.  Payments for such construction will be made by the 
Commission from such proceeds.  Any balance of such proceeds not required by the Commission 
for the purposes aforesaid will be deposited in the Revenue Fund and applied as provided in the 
Indenture. 

(b) If such eminent domain proceedings have had no effect, or at the most a relatively 
immaterial effect, upon the Revenues and the security of the Bonds, and a Qualified Independent 
Consultant so concludes in a written report filed with the Trustee, the Commission may determine to apply 
such proceeds to the costs of additions or improvements to or extensions of the Enterprise or may deposit 
such proceeds in the Revenue Fund, to be applied as provided in the Indenture. 

Tax Covenants.  With respect to any Series of Bonds the interest on which is to be excluded from gross 
income of the owners thereof for federal income tax purposes, 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 such Bonds under Section 103 of the Code.  The Commission will not directly 
or indirectly use or permit the use of any proceeds of any such Bonds or any other funds of the Commission, or take 
or omit to take any action that would cause such 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 a Series of Bonds.  If at any time the Commission is of the opinion that for purposes 
of the provisions of the Indenture summarized under the caption “Tax Covenants” herein 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 will so instruct the Trustee in writing, and the Trustee will take such action as required by such 
instructions. 

Without limiting the generality of the foregoing, the Commission agrees that there will be paid from time to 
time all amounts required to be rebated to the United States of America pursuant to Section 148(f) of the Code and 
any temporary, proposed or final Treasury Regulations as may be applied to a Series of Bonds the interest on which 
is to be excluded from gross income of the owners thereof for federal income tax purposes.  This covenant will 
survive payment in full or defeasance of any such Bonds.  The Commission specifically covenants to pay or cause to 
be paid to the United States of America at the times and in the amounts determined under the Indenture the Rebate 
Requirement.  The Trustee agrees to comply with all written instructions of the Commission given in accordance 
with the applicable Rebate Certificate. 

Notwithstanding any provision of the Indenture summarized under this caption, if the Commission provides 
to the Trustee an opinion of nationally recognized bond counsel to the effect that any action required under the 
Indenture or under a tax certificate relating to a Series of Bonds 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 such Series of Bonds under 
Section 103 of the Code, the Commission and the Trustee may rely conclusively on such opinion in complying with 
such provisions of the Indenture, and the covenants under the Indenture will be deemed to be modified to that extent. 

The Commission will assure that the proceeds of any Series of Bonds the interest on which is to be 
excluded from gross income of the owners thereof for federal income tax purposes are not so used as to cause such 
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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 will 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 such Bonds to be “federally guaranteed” within the meaning of section 
149(b) of the Code. 

Continuing Disclosure.  The Commission covenants and agrees that it will comply with and carry out all 
of the provisions of the Continuing Disclosure Certificate, dated as of the date of issuance of the 2017 Series ABC 
Bonds (the “Continuing Disclosure Certificate”), executed and delivered by the Commission in connection with the 
issuance of the 2017 Series ABC Bonds, as it may be supplemented and amended in accordance with its terms.  
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with the 2017 
Series ABC Continuing Disclosure Certificate will not be considered an Event of Default; however, any 
Participating Underwriter (as such term is defined in the 2017 Series ABC 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 is obligations under this Section, and 
the sole remedy in the event of any failure of the Commission to comply with the 2017 Series ABC Continuing 
Disclosure Certificate will be an action to compel performance. 

EVENTS OF DEFAULT AND REMEDIES OF BONDOWNERS  

Events of Default; Acceleration.  If one or more of the following events (“Events of Default”) shall 
happen: 

(1) if default shall be made in the due and punctual payment of the principal of, or the 
premium (if any) on, any Bond when and as the same shall become due and payable, whether at maturity as 
therein expressed, by proceedings for redemption, by declaration or otherwise, or if default shall be made in 
the redemption from any Sinking Fund Account of any Term Bonds in the amounts and at the times 
provided therefor; 

(2) if default shall be made in the due and punctual payment of any installment of the interest 
on any Bond when and as such interest installment shall become due and payable; 

(3) if default shall be made by the Commission in the observance of any of the other 
covenants, agreements or conditions on its part in the Indenture or in the Bonds contained, and such default 
continues for a period of sixty days after written notice of such failure, specifying such default and 
requiring the same to be remedied, shall have been given to the Commission by the Trustee or by a Credit 
Provider, or to the Commission and the Trustee by the Owners of not less than twenty-five percent (25%) 
of the Bond Obligation; or 

(4) if the Commission or the City shall file a petition or answer seeking reorganization or 
arrangement under the federal bankruptcy laws or any other applicable law of the United States of America, 
or if a court of competent jurisdiction shall approve a petition, filed with or without the consent of the 
Commission or the City, as the case may be, seeking reorganization under the federal bankruptcy laws or 
any other applicable law of the United States of America, or if, under the provisions of any other law for 
the relief or aid of debtors, any court of competent jurisdiction shall assume custody or control of the 
Commission or the City or of the whole or any substantial part of the property of the Commission or the 
City;  

then and in each and every such case during the continuance of such Event of Default, the Trustee may, and 
upon the written request of the Owners of not less than a majority in aggregate amount of the Bond Obligation or of 
a Credit Provider shall, upon notice in writing to the Commission, declare the principal of all of the Current Interest 
Bonds then Outstanding, and the interest accrued thereon, the Capital Appreciation Bonds then Outstanding, in the 
amount of the Accreted Value thereof, and the Parity State Loans then outstanding, in the amount of the obligations 
due thereunder, to be due and payable immediately, and upon any such declaration the same shall become and shall 
be immediately due and payable, anything in the Indenture or in the Bonds contained to the contrary 
notwithstanding. 
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This provision, however, is subject to the condition that if, at any time after the principal of the Bonds shall 
have been so declared due and payable, and before any judgment or decree for the payment of the moneys due shall 
have been obtained or entered as provided in the Indenture, the Commission shall deposit with the Trustee a sum 
sufficient to pay all principal and Accreted Value of the Bonds maturing prior to such declaration and all matured 
installments of interest (if any) upon all the Current Interest Bonds, with interest on such overdue payments of 
principal and Accreted Value and interest installments at the rate or rates of interest borne by the respective Bonds, 
and the reasonable expenses of the Trustee, and any and all other defaults known to the Trustee (other than in the 
payment of principal and Accreted Value of and interest on the Bonds due and payable solely by reason of such 
declaration) shall have been made good or cured to the satisfaction of the Trustee, or provision deemed by the 
Trustee to be adequate shall have been made therefor, then, and in every such case, (i) if such declaration shall have 
been made by the Trustee, the Trustee, or (ii) if such declaration shall have been made upon the written request of 
Bondowners, the Owners of not less than a majority in aggregate amount of the Bond Obligation of the Bonds then 
Outstanding, or (iii) if such declaration shall have been made upon the written request of a Credit Provider, such 
Credit Provider, may, by written notice to the Commission and, in cases (ii) and (iii) above, to the Trustee, on behalf 
of the Owners of all of the Bonds, rescind and annul such declaration and its consequences; but no such rescission 
and annulment shall extend to or shall affect any subsequent default, or shall impair or exhaust any right or power 
consequent thereon. 

Remedy of Acceleration.  During the continuance of such Event of Default, the Trustee may, and, upon 
the written request of the Owners of not less than a majority in aggregate amount of the Bond Obligation or of a 
Credit Provider shall, upon notice in writing to the Commission, declare the principal of all of the Current Interest 
Bonds then Outstanding, and the interest accrued thereon, and of all Capital Appreciation Bonds then Outstanding, 
in the amount of the Accreted Value thereof, and the Parity Loans outstanding, in the amount of the obligations due 
thereunder, to be due and payable immediately, and upon any such declaration the same shall become and shall be 
immediately due and payable, anything in the Indenture or in the Bonds contained to the contrary notwithstanding. 

Bondholder Suits.  In case one or more of the Events of Default shall happen, then and in every such case 
the Owner of any Bond at the time Outstanding shall be entitled to proceed to protect and enforce the rights vested 
in such Owner by the Indenture by such appropriate judicial proceeding as such Owner shall deem most effectual to 
protect and enforce any such right, either by suit in equity or by action at law, whether for the specific performance 
of any covenant or agreement contained in the Indenture, or in aid of the exercise of any power granted in the 
Indenture, or to enforce any other legal or equitable right vested in the Owners of Bonds by the Indenture or by law; 
provided, however, that no such Bondowner shall have the right to institute any such judicial proceeding pursuant to 
this Section unless (a) such Owner shall have previously given to the Trustee written notice of the occurrence of an 
Event of Default under the Indenture; (b) the Owners of at least ten percent (10%) in aggregate amount of the Bond 
Obligation of the Bonds then Outstanding shall have made written request to the Trustee to exercise the powers 
granted in the Indenture or to institute such action, suit or proceeding in its own name; (c) such Owner or said 
Owners shall have tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be 
incurred in compliance with such request; (d) the Trustee shall have refused or omitted to comply with such request 
for a period of sixty (60) days after such written request shall have been received by, and said tender of indemnity 
shall have been made to, the Trustee; and (e) the Trustee shall not have received contrary directions from the 
Owners of a majority in aggregate amount of Bond Obligation of the Bonds Outstanding.  The provisions of the 
Indenture shall constitute a contract with the Owners of the Bonds, an such contract and duties of the Commission 
and of the Commission members and of the officers and employees of the Commission and of the City shall be 
enforceable by any Bondowner by mandamus or other appropriate suit, action or proceeding in any court of 
competent jurisdiction. 

Application of Funds Upon Acceleration.  All of the Revenues, including all sums in all of the funds 
provided for in the Indenture upon the date of declaration of acceleration as provided for in the Section above 
entitled “Events of Default; Acceleration” and all sums thereafter received by the Commission or the Trustee under 
the Indenture, shall, if received by the Commission, be transmitted to the Trustee and be applied by the Trustee in 
the following order, upon presentation of the several Bonds-- 

First, to the payment of the costs and expenses of the Bondowners in declaring such Event of Default, 
including reasonable compensation to their agents, attorneys and counsel; and to the payment of the costs and 
expenses of the Trustee, including but not limited to reasonable compensation to its agents, attorneys and counsel; 
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Second, to the payment of the whole amount of Bond Obligation then owing and unpaid upon the Bonds, 
with interest on, with respect to the Current Interest Bonds, the overdue principal and installments of interest, with 
respect to the Capital Appreciation Bonds, the Accreted Value thereof, and with respect to the Parity State Loans, 
the obligations due thereunder, at the rate or rates of interest borne by the respective Bonds, and in case such 
moneys shall be insufficient to pay in full the whole amount so owing and unpaid upon the Bonds, then to the 
payment of such principal and interest, Accreted Value and obligations (under Parity State Loans) without 
preference or priority of principal over interest, or of interest over principal, or of any installment of interest over 
any other installment of interest, ratably to the aggregate of such principal and interest, Accreted Value and 
obligations (under Parity State Loans); and 

Third, to the payment of all Policy Costs, and in case such moneys shall be insufficient to pay in full all 
Policy Costs owing and unpaid, then to the payment of such Policy Costs pro rata (calculated by reference to the 
maximum amounts available under the respective Bond Reserve Fund Policies). 

Remedies of Reserve Provider.  If the Commission fails to pay Policy Costs to a Reserve Provider to the 
extent and at the times required by the provisions of the Indenture and such failure continues for 30 days after 
written notice of such default is received by the Commission and the Trustee from such Reserve Provider or if an 
Event of Default concerning bankruptcy of the Commission or the City (as described in subsection (4) under the 
caption “Events of Default; Acceleration” above) shall occur and be continuing, then the Reserve Provider may 
exercise any remedy provided under the Indenture to the Trustee or available at law or in equity to protect and 
enforce its right to receive payment of Policy Costs; provided, that, in no event, will the Reserve Provider be able to 
declare the principal and Accreted Value of the Bonds and the interest accrued thereon to be due and payable 
immediately or to exercise any remedy that the Trustee, in its sole discretion, determines would adversely affect the 
Bondowners. 

Rights of Credit Provider.  Each Credit Provider, during any period in which an Event of Default has 
occurred and is continuing, will be recognized as the Owner of each Bond which it guarantees or insures for the 
purposes of exercising all rights and privileges available to Bondowners.  Any acceleration of principal payments 
with respect to Bonds guaranteed or insured by a Credit Provider are subject to such Credit Provider’s prior written 
consent (but only if such Credit Provider is not in default under its guaranty or insurance policy). 

MODIFICATION OR AMENDMENT OF THE INDENTURE 

Modification with Consent of Bondowners and Credit Providers.  The Indenture may be modified or 
amended at any time by a Supplemental Indenture which will become binding when the written consents of the 
Owners of a majority in the aggregate amount of the Bond Obligation of the Bonds (or, if such Supplemental 
Indenture is only applicable to a Series of Bonds, such Series of Bonds) then Outstanding (exclusive of Bonds 
owned or held by or for the account of the City or the Commission (but excluding Bonds held in any pension or 
retirement fund) as provided in the Indenture)) and of each Credit Provider (so long as such Credit Provider is not in 
default under the policy of municipal bond insurance or Letter of Credit issued by it in connection with any Series of 
Bonds) will have been filed with the Trustee, provided such Credit Provider’s consent will not be unreasonably 
withheld.  The Indenture may also be amended or supplemented by a Supplemental Indenture upon written consent 
of each Credit Provider, provided that at the time of the amendment or supplement the payment of the principal and 
interest on all Outstanding Bonds is insured by a policy or policies of municipal bond insurance or payable under a 
Letter of Credit issued by a Credit Provider. 

No such modification or amendment may: 

(1) extend the fixed maturities of the Bonds, or extend the time for making any Minimum 
Sinking Fund Account Payments, or reduce the rate of interest thereon, or extend the time of payment of 
interest, or reduce the amount of principal thereof, or reduce any premium payable on the redemption 
thereof, without the consent of the Owner of each Bond so affected, or 

(2) reduce the aforesaid percentage of the Bond Obligation the consent of the Owners of 
which is required for the execution of any amendment or modification of the Indenture, or 
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(3) modify any of the rights or obligations of the Trustee without its written consent thereto. 

Modification without Consent of Bondowners or Credit Providers.  The Indenture and the rights and 
obligations of the Commission and of the Owners of the Bonds may also be modified or amended at any time by a 
Supplemental Indenture which will become binding upon adoption, without the consent of any Bondowners or any 
Credit Provider (but with notice to each Credit Provider), but only to the extent permitted by law and only if the 
Trustee determines, which determination may be based upon a good faith reliance upon an Opinion of Counsel, that 
the provisions of such Supplemental Indenture will not materially adversely affect the interests of the Owners, 
including, without limitation, for any one or more of the following purposes-  

(1) to add to the covenants and agreements of the Commission in the Indenture other 
covenants and agreements thereafter to be observed or to surrender any right or power reserved to or 
conferred upon the Commission by the Indenture; 

(2) to cure, correct or supplement any ambiguous or defective provision or omission or 
mistake contained in the Indenture, or in regard to questions arising under the Indenture, as the 
Commission may deem necessary or desirable; 

(3) to provide for the issuance of additional Series of Bonds, and to provide the terms and 
conditions under which such additional Series of Bonds may be issued, subject to and in accordance with 
the provisions of the Indenture; and 

(4) to amend the provisions in the Indenture specifying the purposes, in order of priority, for 
which expenditures can be made from the Revenue Fund for purposes lower in priority than expenditures 
on the Bonds. 

DEFEASANCE 

Discharge of Indenture.  If the Commission shall pay and discharge the entire indebtedness on all Bonds 
Outstanding in any one or more of the following ways- 

(a) by well and truly paying or causing to be paid the principal of (including redemption 
premiums, if any) and interest on all Bonds Outstanding, as and when the same become due and payable 
(but this clause shall not include Bonds the principal of or interest on which has been paid by a Municipal 
Bond Insurer until said principal and interest shall have been paid by the Commission); or 

(b) by depositing with the Trustee, an escrow agent or other fiduciary, in trust, at or before 
maturity, money which, together with the amounts then on deposit in the Principal Fund, the Interest Fund 
and the Bond Reserve Fund, is fully sufficient to pay or redeem all Bonds Outstanding, including all 
principal, interest and redemption premiums, if any; or 

(c) by delivering to the Trustee, for cancellation by it, all Bonds Outstanding; or 

(d) by depositing with the Trustee, an escrow agent or other fiduciary, in trust, Federal 
Securities or general obligation bonds of the State of California in such amount which, in the determination 
of an Independent Certified Public Accountant, who will certify such determination to the Trustee, shall, 
together with the income or increment to accrue thereon and any other moneys of the Commission made 
available for such purpose, be fully sufficient to pay and discharge the indebtedness on all Bonds (including 
all principal, interest and redemption premiums, if any) at or before their respective maturity dates; 

and if the Commission shall also pay or causes to be paid all other sums payable under the 
Indenture by the Commission, including all Policy Costs, then and in that case, at the election of the 
Commission (evidenced by a Certificate of the Commission signifying its intention to pay and discharge all 
such indebtedness, which shall be filed with the Trustee), and notwithstanding that any Bonds shall not 
have been surrendered for payment, the pledge of the Revenues and other funds provided for in the 
Indenture and all other obligations of the Commission under the Indenture shall cease, terminate and be 
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completely discharged, except only as described below under “Discharge of Liability on Bonds,” and the 
Owners of the Bonds not so surrendered and paid shall thereafter be entitled to payment only out of the 
money or Federal Securities or general obligation bonds of the State of California deposited with the 
Trustee, escrow agent or other fiduciary as aforesaid for their payment, subject, however, to the provisions 
of the Indenture described below under “Payment of Bonds after Discharge of Indenture.”  The discharge 
of the obligations of the Commission under the Indenture shall be without prejudice to the rights of the 
Trustee to charge for and be reimbursed by the Commission for any expenditures which it may thereafter 
incur in connection therewith. 

Discharge of Liability on Bonds.  Upon the deposit with the Trustee, an escrow agent or other fiduciary, 
in trust, at or before maturity, of money or Federal Securities or general obligation bonds of the State of California 
in the necessary amount to pay or redeem Outstanding Bonds (whether upon or prior to their maturity or the 
redemption date of such Bonds), provided that if such Bonds are to be redeemed prior to the maturity thereof, notice 
of such redemption shall have been given as in the Indenture provided or provision satisfactory to the Trustee shall 
have been made for the giving of such notice, then all liability of the Commission in respect of such Bonds shall 
cease, determine and be completely discharged, except only that thereafter the Owners thereof shall be entitled to 
payment of the principal of and interest on such Bonds by the Commission, and the Commission shall remain liable 
for such payment, but only out of the money or Federal Securities or general obligation bonds of the State of 
California deposited in an escrow fund established for this purpose and held by the Trustee, an escrow agent, or 
other fiduciary, as aforesaid for their payment, subject, however, to the provisions of the Indenture described below 
under “Payment of Bonds after Discharge of Indenture.” 

Payment of Bonds after Discharge of Indenture.  Notwithstanding any provisions of the Indenture, any 
moneys deposited in trust for the payment of the principal of, or interest or premium on, any Bonds and remaining 
unclaimed for two years after the principal of all the Outstanding Bonds has become due and payable (whether at 
maturity or upon call for redemption or by declaration as provided in the Indenture) shall then be repaid to the 
Commission upon its Written Request, and the Owners of such Bonds shall thereafter be entitled to look only to the 
Commission for payment thereof, and all liability of the Trustee or any other fiduciary with respect to such moneys 
will thereupon cease; provided, however, that before the repayment of such moneys to the Commission, as 
aforesaid, the Trustee may (at the cost of the Commission) first publish at least once in a Financial Newspaper or 
Journal a notice, in such form as may be deemed appropriate by the Trustee, with respect to the Bonds so payable 
and not presented and with respect to the provisions relating to the repayment to the Commission of the moneys held 
for the payment thereof.  In the event of the repayment of any such moneys to the Commission, as aforesaid, the 
Owners of the Bonds in respect of which such moneys were deposited shall thereafter be deemed to be general 
creditors of the Commission for amounts equivalent to the respective amounts deposited for the payment of such 
Bonds and so repaid to the Commission (without interest thereon). 

TRUSTEE PROVISIONS 

The Trustee will, prior to an Event of Default, and after the curing of all Events of Default which may have 
occurred, perform such duties and only such duties as are specifically set forth in the Indenture.  The Trustee will, 
during the existence of any Event of Default (which has not been cured), exercise such of the rights and powers 
vested in it by the Indenture, and use the same degree of care and skill in their exercise, as a prudent man would 
exercise or use under the circumstances in the conduct of his own affairs. 

So long as there is no Event of Default under the Indenture, the Commission may remove the Trustee, by 
giving written notice to such Trustee and by giving Bondowners notice by mail, first class postage prepaid, of such 
removal, and any successor thereto, and may appoint a successor or successors thereto; provided that any such 
successor will be a bank or trust company doing business and having an office in San Francisco, California, having a 
combined capital and surplus of at least $100,000,000, and subject to supervision or examination by federal or state 
authority.  If such bank or trust company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then for the purpose of this Section the 
combined capital and surplus of such bank or trust company will be deemed to be its combined capital and surplus 
as set forth in its most recent report of condition so published. 
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The Trustee may at any time resign by giving written notice to the Commission and by giving the 
Bondowners notice by mail, first class postage prepaid, of such resignation.  Upon receiving such notice of 
resignation, the Commission will promptly appoint a successor Trustee by an instrument in writing.  Any resignation 
or removal of the Trustee and appointment of a successor Trustee will become effective upon acceptance of 
appointment by the successor Trustee.  If no successor Trustee is appointed and accepts appointment within 45 days 
of giving notice of removal or notice of resignation, the resigning Trustee or any Bondowner (on behalf of himself 
and all other Bondowners) may petition any court of competent jurisdiction for the appointment of a successor 
Trustee, and such court may thereupon, after such notice (if any) as it may deem proper, appoint such successor 
Trustee. 
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APPENDIX B 
 

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 2017 Series ABC 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 Hetch Hetchy 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 Hetch Hetchy 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 of Regulations, 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 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 Hetch Hetchy 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 Hetch Hetchy 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 Hetch Hetchy 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 of Indebtedness (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 Hetch Hetchy 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. Hetch Hetchy Water Only Assets 

4. Water-Related portion (45 percent) of Hetch Hetchy Joint Assets 

“Power-Only,” when used with reference to Hetch Hetchy 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 Hetch 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, 
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 of BAWSCA for 
local water resource development in the Wholesale Service Area. 

“Water-Only,” when used with reference to Hetch Hetchy 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 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 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 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 of Milpitas, 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 of a 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 
BAWSCA 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 protection 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 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 BAWSCA or if unanimously agreed to by all Wholesale Customers. If BAWSCA 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 BAWSCA 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 
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 if the 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 BAWSCA 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, 
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 BAWSCA 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 allocated as 
follows between Retail and Wholesale Customers: 

Retail Customers’ allocation: 81 MGD 
Wholesale Customers’ allocation: 184 MGD 

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 of Interim 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 of Interim 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 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 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 BAWSCA 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 BAWSCA 
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 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 maintenance expenses, including power purchased from the Hetch 
Hetchy 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 Hetch Hetchy Enterprise’s operation and maintenance, 
administrative and general, and property tax expenses. 
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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. 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 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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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 Enterprise’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 
of Hetch 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 of revenue 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. 
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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 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 BAWSCA. 

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 BAWSCA. 

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 Hetch Hetchy 
Water Enterprise expenses, or (c) a SFPUC use of taxable bonds. 
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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., 
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 
of Indebtedness 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 remain in effect only until 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 
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) 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 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 
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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. 

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 BAWSCA. 

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 BAWSCA. 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 BAWSCA 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, BAWSCA may agree to a modification 
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of the Wholesale Revenue Coverage requirement. If BAWSCA 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 BAWSCA, 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 
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 Hetch Hetchy 
Enterprises. Wholesale working capital shall be calculated separately for the Water and Hetch Hetchy 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 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 determining the Wholesale Revenue 
Requirement. 
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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. 

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 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 
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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 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 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 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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APPENDIX C 
 

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 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 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 goals, 
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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, AB1823: 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 program-wide 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. 

On February 14, 2017, in compliance with AB 1823, the Commission adopted schedule revisions to three 
individual projects. A Notice of Changes Report was subsequently sent to the State on September 1, 2017. The 
overall program cost and schedule remained unchanged from the March 2016 Revised WSIP. 

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. 
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• Set forth long-term water supply/drought management options for technical evaluation, cost 
analysis, and environmental review. 

• 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: 

I. 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 Hetch Hetchy Reservoir and filtered water from 
local watersheds. 

• Continue to implement watershed protection measures. 

II. 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. 

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, 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 “THE WATER ENTERPRISE—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 Hetch Hetchy 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 Hetch Hetchy 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, a new Irvington Tunnel, in addition to the existing tunnel, 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 Hetch Hetchy 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 of WSIP 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, 2016 and 2017 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, and 
three individual projects had schedule changes in February 2017. The overall approved program completion date 
adopted as a part of the March 2016 Revised WSIP is December 2019. However, the most recent quarterly report for 
the period ending September 30, 2017 forecasts that the completion of WSIP will require an additional 17 months to 
May 2021 due to an appeal of the Environmental Impact Report (EIR) for the Alameda Creek Recapture Project 
(ACRP). The additional time will be needed for the San Francisco Planning Department to re-circulate a portion of 
the EIR to provide analysis on operational impacts on steelhead fish as a result of project-induced effects on 



 

 C-8 

streamflow in Alameda Creek, followed by re-advertising the project for bid, construction and project closeout. In 
addition, the need to site two additional groundwater supply wells to meet the water supply Level of Service (LOS) 
goal for the Regional Groundwater Storage and Recovery Project (RGWSRP) may impact the overall WSIP 
schedule. The project team has been seeking viable sites in the San Bruno area which is the preferred location for the 
two new wells from a hydrogeologic standpoint.  However, since no viable well sites have surfaced in San Bruno to 
date, additional time is needed to drill test wells at two or more sites outside San Bruno to determine if the available 
sites are technically feasible, followed by design, environmental review, construction and closeout.  

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 2017. In addition, four projects (WSIP 
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. 

The latest forecast schedule delays will be refined in the quarterly report ending December 31, 2017, and a 
30-day notice of public hearing will be issued in early 2018 for the Commission to consider approval and adoption 
of the forecast schedule delays in accordance with the requirements of AB1823. 

 

(Remainder of Page Intentionally Left Blank) 
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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 Dec-07 Jun-09 Jun-11 Mar-13 Mar-14 Mar-16 

Project Category 
Approved 
Budget (1) 

Approved 
Budget (2) 

Approved 
Budget (3) 

Approved 
Budget (6) 

Approved 
Budget (7) 

Approved 
Budget (8) 

Approved 
Budget (9) 

San Joaquin 
Regional Projects $559 $486 $430 $337 $349 $347 $345  

Sunol Valley 
Regional Projects 871 958 1,054 1,063 1,263 1,374 1,476 

Bay Division 
Regional Projects 750 796 785 706 665 666 652 

Peninsula Regional 
Projects 701 712 895 774 808 809 805 

San Francisco 
Regional Projects 165 138 160 194 208 221 221 

San Francisco 
Local Projects 383 383 600 642 620 619 613 

Water Supply 
Projects(4) 281 265 0 0 0 0 0 

Support Projects 81 191 190 254 255 257 262 

Program Reserve 0 0 0 144 0 0 0 

Net Financing (5) 552 462 472 472 472 472 472 

Program Total† $4,342 $4,392 $4,586 $4,586 $4,640 $4,765 $4,845  
____________________ 

† Totals may not add due to independent rounding. 
(1) 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.” 
(2) 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. 
(8) 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 Budget” 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 
encroachment removal) and complete delivery activities (program management, project management and 
environmental review/permitting/mitigation) accounts for this variance. 
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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 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 is 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 
($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 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 from an offsite quarry to 
supplement onsite supplies for schedule enhancement, disposal of additional mélange 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. 

The latest quarterly report for the quarter ending September 30, 2017 forecasts the WSIP will need upwards 
of $30 million in additional funding to cover current trends on active projects as well as to cover the delivery costs 
associated with the forecast schedule extensions noted above. The budget forecast noted in this latest quarterly 
report would also cover remaining risk at approximately the 60% confidence level. The forecast for the future 
quarterly report ending December 31, 2017 will seek to cover remaining risk at approximately the 80% confidence 
level, which would require an additional $12 million based on current risk registers for the remaining active projects, 
for a forecast total of approximately $42 million over the current approved WSIP budget of $4.845 million. A 30-
day notice of public hearing will be issued in early 2018 for the Commission to consider approval and adoption of 
the forecast budget increases. 
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A summary of the WSIP budget and appropriations is provided in the following table. 

TABLE C-2 
WSIP BUDGET AND SPENDING SUMMARY 

AS OF JUNE 30, 2017 
(IN MILLIONS) 

 Total Approved Expended/Encumbered Remaining Balance 
Regional Projects $3,761.1 $3,433 $328.1 
Local Projects (1) 612.7 418 194.7 
Financing Costs  471.7 462 9.7 
Total † $4,845.5 $4,313 $532.5 

 
____________________ 
† Totals may not add due to independent rounding. 
(1) 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 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 95% 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 of WSIP projects active in each of these 
phases. The Local Program is nearly 100% complete with only one active project remaining in construction, 
whereas the Regional Program is approximately 94% complete. The Local Program is further along because the 
projects in that program are smaller and less complex and require minimal environmental review. 

TABLE C-3 
STATUS OF WSIP PROJECTS THROUGH JUNE 30, 2017 

 Number of Projects Value of Projects (in millions) 

Active Phase 
Local 

Program 
Regional 
Program 

Local 
Program 

Regional 
Program 

Planning 0 0 $  0 $   0 
Design 0 2 0 8 
Bid & Award 0 1 0 30 
Construction  1 8 49 1,502 
Close-Out 0 0 0 0 
Completed 34 39 282 2,188 
Not Applicable* 0 2 0 32 
Not Initiated 0 0 0 0 
Total†: 35 52 $331 $3,761 

____________________ 
† Totals may not add due to independent rounding. 
* “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 2016-17 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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TABLE C-4 
PERFORMANCE OF WSIP PROJECTS THROUGH JUNE 30, 2017 

COMPARED TO 2016 APPROVED BUDGET PLAN 

 Local Program(2) Regional Program(3) 

Phase % Planned % Completed % Planned % Completed 
All Phases 100.0 99.9 94.4 94.1 
Project Management 100.0 100.0 95.8 94.7 
Planning 100.0 100.0 100.0 100.0 
Environmental 100.0 100.0 99.8 99.7 
Right-of-Way 0 0 93.8 90.6 
Design 100.0 100.0 99.9 99.1 
Bid and Award 100.0 100.0 99.3 97.0 
Construction Management 100.0 100.0 93.0 92.3 
Construction 100.0 99.9 93.8 93.7 
Close-Out 100.0 94.6 79.3 79.0 
Program Management(1) N/A N/A 94.4 94.2 
____________________ 
(1) The WSIP Regional Program tracks an additional Program Management phase. 
(2) Local Program percentages do not include Local Water Supply projects. 
(3) Regional Program percentages do not include Support (formerly System-Wide) projects. 
Source: SFPUC, 4th quarter Fiscal Year 2016-17 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 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 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. 
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• 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. 

• 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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Independent Auditors’ Report  

The Honorable Mayor and Board of Supervisors 
City and County of San Francisco: 

We have audited the accompanying financial statements of the San Francisco Water Enterprise (the 
Enterprise), an enterprise fund of the City and County of San Francisco, California (the City), as of and for the 
years ended June 30, 2017 and 2016, and the related notes to the financial statements, which collectively 
comprise the Enterprise’s basic financial statements as listed in the tables of contents. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Governmental Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the San Francisco Water Enterprise, an enterprise fund of the City and County of San 
Francisco, California, as of June 30, 2017 and 2016, and the respective changes in financial position and cash 
flows thereof for the years then ended in accordance with U.S. generally accepted accounting principles. 

Emphasis of Matter 
As discussed in note 1, the financial statements of the Enterprise are intended to present the financial position, 
the changes in financial position of only that portion of the City that is attributable to the transactions of the 
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Enterprise. They do not purport to, and do not, present fairly the financial position of the City as of June 30, 
2017 and 2016, the changes in its financial position, or, where applicable, its cash flows for the years then 
ended in accordance with U.S. generally accepted accounting principles. Our opinion is not modified with 
respect to this matter. 

Other Matters 
Required Supplementary Information  

U.S. generally accepted accounting principles require that the management’s discussion and analysis on pages 
3 through 15 be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated November 8, 2017 
on our consideration of the Enterprise’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the Enterprise’s internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the Enterprise’s internal 
control over financial reporting and compliance. 

 

San Francisco, California 
November 8, 2017 
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This section presents management’s analysis of the San Francisco Water Enterprise’s (the Enterprise) financial 
condition and activities as of and for fiscal years ended June 30, 2017 and 2016. Management’s Discussion and 
Analysis (MDA) is intended to serve as an introduction to the Enterprise’s financial statements. This information 
should be read in conjunction with the audited financial statements that follow this section. All dollar amounts, 
unless otherwise noted, are expressed in thousands of dollars. 

The information in this MDA is presented under the following headings: 

• Organization and Business 
• Overview of the Financial Statements 
• Financial Analysis 
• Capital Assets 
• Debt Administration 
• Rates and Charges 
• Request for Information 

 

Organization and Business 
 
The San Francisco Public Utilities Commission (SFPUC or the Commission) is a department of the City and 
County of San Francisco (the City) that is responsible for the maintenance, operation, and development of three 
utility enterprises: Water (the Enterprise), Hetch Hetchy Water and Power and CleanPowerSF, and Wastewater. 
The Enterprise collects, transmits, treats, and distributes high-quality drinking water to a total population of 
approximately 2.7 million people, including retail customers in the City and wholesale customers located in San 
Mateo, Santa Clara, and Alameda Counties. The Enterprise sold approximately 175 million gallons of water per 
day in the year ended June 30, 2017. Approximately two-thirds of the water delivered by the Enterprise is to 
wholesale customers. Retail customers use the remaining one-third and are primarily San Francisco consumers, 
including residential, commercial, industrial, and governmental users. Wholesale customers include cities, water 
districts, one private utility, and one non-profit university. Service to these customers is provided pursuant to the 
25-year Water Supply Agreement (WSA), commenced on July 1, 2009, which established the basis for 
determining the costs of wholesale service. 
 

Overview of the Financial Statements 
 
The Enterprise’s financial statements include the following: 

Statements of Net Position present information on the Enterprise’s assets, deferred outflows, liabilities, and 
deferred inflows as of year-end, with the difference reported as net position. Over time, increases or decreases in 
net position may serve as a useful indicator of whether the financial position of the Enterprise is improving or 
worsening. 

While the Statements of Net Position provide information about the nature and amount of resources and 
obligations as of year-end, the Statements of Revenues, Expenses, and Changes in Net Position present the results 
of the Enterprise’s operations over the course of the fiscal year and information as to how the net position 
changed during the year. These statements can be used as an indicator of the extent to which the Enterprise has 
successfully recovered its costs through user fees and other charges. All changes in net position are reported 
during the period in which the underlying event giving rise to the change occurs, regardless of the timing of the 
related cash flows. Thus, revenues and expenses are reported in these statements from some items that will result 
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in cash flows in future fiscal periods, such as delayed collection of operating revenues and the expenses of 
employee earned but unused vacation leave. 

The Statements of Cash Flows present changes in cash and cash equivalents resulting from operational, capital, 
non-capital, and investing activities. These statements summarize the annual flow of cash receipts and cash 
payments, without consideration of the timing of the event giving rise to the obligation or receipt and exclude 
non-cash accounting measures of depreciation or amortization of assets. 

The Notes to Financial Statements provide information that is essential to a full understanding of the financial 
statements that is not displayed on the face of the financial statements. 
 

Financial Analysis 
 
Financial Highlights for Fiscal Year 2017 

• Total assets exceeded total liabilities by $280,240. 

• Net position decreased by $121,401 or 19.5% during the fiscal year. 

• Capital assets, net of accumulated depreciation and amortization increased by $154,963 or 3.2% to 
$5,053,464. 

• Current and other assets decreased by $107,351 or 15.2% mainly due to capital project spending for 
Water System Improvement Program (WSIP) projects, debt principal and interest repayments. 

• Operating revenues, excluding interest and investment income, and other non-operating revenues, 
increased by $40,815 or 9.7% to $460,331. 

• Operating expenses, excluding interest expense, amortization of premium, discount, refunding loss, and 
issuance costs, and non-operating expenses, increased by $107,041 or 34.0% to $421,827. 
 

Financial Highlights for Fiscal Year 2016 

• Total assets exceeded total liabilities by $590,366. 

• Net position increased by $26,203 or 4.4% during the fiscal year. 

• Capital assets, net of accumulated depreciation and amortization increased by $245,217 or 5.3% to 
$4,898,501. 

• Current and other assets decreased by $219,754 or 23.7% mainly due to capital project spending for 
Water System Improvement Program (WSIP) projects, debt principal and interest repayments. 

• During the fiscal year, charges for services, excluding interest and investment income, rental income, and 
other operating and non-operating revenues, decreased by $6,441 or 1.6% to $393,582. 

• Operating expenses, excluding interest expense, amortization of premium, refunding loss, and issuance 
costs, and non-operating expenses, increased by $17,836 or 6.0% to $314,786. 
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Financial Position 
 
The following table summarizes the Enterprise’s changes in net position. 

 

Net Position, Fiscal Year 2017 
 
For the year ended June 30, 2017, the Enterprise’s assets and deferred outflows of resources exceeded liabilities 
and deferred inflows of resources by $501,267. Total net position decreased from prior year by $121,401 or 
19.5% (see Table 1). The decrease in net position was the result of a $332,296 increase in total liabilities and 
deferred inflows of resources, offset by an increase of $210,895 in total assets and deferred outflows of 
resources. Net investment in capital assets decreased from the prior year’s $543,327 to $495,868 by $47,459 or 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Total assets:

Current and other assets $ 599,800  707,151  926,905  (107,351) (219,754) 

Capital assets, net of accumulated depreciation and amortization  5,053,464  4,898,501  4,653,284  154,963  245,217  

Total assets  5,653,264  5,605,652  5,580,189  47,612  25,463  

Deferred outflows of resources:

Unamortized loss on refunding of debt 126,805  36,184  39,224  90,621  (3,040) 

Pensions 105,357  32,695  28,280  72,662  4,415  

Total deferred outflows of resources 232,162  68,879  67,504  163,283  1,375  

Liabilities:
Current liabilities:

Revenue bonds  48,875  41,615  29,695  7,260  11,920  

Certificates of participation  2,431  2,313  2,199  118  114  

Commercial paper  145,000  236,000  186,000  (91,000) 50,000  

Other liabilities  118,602  145,138  146,157  (26,536) (1,019) 

Subtotal current liabilities  314,908  425,066  364,051  (110,158) 61,015  

Long-term liabilities:

Revenue and capital appreciation bonds  4,512,370  4,221,699  4,274,603  290,671  (52,904) 

Certificates of participation  107,291  109,933  112,481  (2,642) (2,548) 

Other liabilities  438,455  258,588  224,496  179,867  34,092  

Subtotal long-term liabilities  5,058,116  4,590,220  4,611,580  467,896  (21,360) 

Total liabilities:

Revenue and capital appreciation bonds  4,561,245  4,263,314  4,304,298  297,931  (40,984) 

Certificates of participation  109,722  112,246  114,680  (2,524) (2,434) 

Commercial paper  145,000  236,000  186,000  (91,000) 50,000  

Other liabilities  557,057  403,726  370,653  153,331  33,073  

Total liabilities  5,373,024  5,015,286  4,975,631  357,738  39,655  
 

Deferred inflows of resources:

Related to pensions 11,135  36,577  75,597  (25,442) (39,020) 

Total deferred inflows of resources 11,135  36,577  75,597  (25,442) (39,020) 

Net position:

Net investment in capital assets  495,868  543,327  425,073  (47,459) 118,254  

Restricted for debt service  10,989  12,122  1,053  (1,133) 11,069  

Restricted for capital projects  37,904  40,743  95,735  (2,839) (54,992) 

Unrestricted  (43,494) 26,476  74,604  (69,970) (48,128) 

Total net position $ 501,267  622,668  596,465  (121,401) 26,203  

Table 1

Comparative Condensed Net Position

June 30, 2017, 2016, and 2015
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8.7% as explained by a $154,963 increase in capital assets in buildings, structures, and improvements and 
construction in progress, offset by a $202,422 increase in liabilities mainly due to the issuance of new bonds. 

Current and other assets primarily is comprised of restricted and unrestricted balances of cash, receivables for 
water deliveries and services, interfund receivables due from other governmental agencies, and inventory. This 
also includes receivables, which represent cumulative amounts due from the wholesale customers to match 
revenues with the Enterprise’s costs of providing service (the Balancing Account), in accordance with the 
provisions set forth in the WSA effective July 1, 2009. Balances are applied to future year rates. As of June 30, 
2017, the Enterprise owed the wholesale customers $43,471, which was mainly due to increased water demand 
by the wholesale customers that generated additional billed revenue. This amount was recorded as a liability in 
accordance with the 2009 agreement. See Note 9(a), Water Supply Agreement, for additional details. 

During fiscal year 2017, current and other assets decreased by $107,351 or 15.2%. The decreases included 
$113,109 or 17.7% in restricted and unrestricted cash and investments mainly due to debt principal and interest 
repayments and WSIP related capital projects spending, $3,026 in advances and other receivables mainly due to 
the write-off of the Sunol Valley Golf lease receivable, $1,496 in state grants receivable due to reimbursements 
received for the Regional Groundwater Storage & Recovery and High Efficiency Toilet Installation programs, 
$412 in restricted receivables for capacity fee collection policy changes that require full payment of permit fees 
at the time of issuance coupled with write-offs, and decreased federal interest subsidy as a result of sequestration, 
and $201 in prepaid bond insurance cost amortization. These decreases were offset by increases of $10,403 in 
charges for services receivable resulting from an adopted rate increase of 10% for retail customers and 9.3% for 
wholesale customers, $214 in interest receivable due to higher interest rates, $186 due from the Office of 
Community Investment and Infrastructure for the Candlestick/Hunter’s Point custom work projects, and $90 in 
inventory from more purchases than issuances during the fiscal year. 

Capital assets, net of accumulated depreciation and amortization, increased by $154,963 or 3.2%, reflecting an 
increase in construction and capital improvement activities. The largest portion of the Enterprise’s net position of 
$495,868 or 98.9% represents net investment in capital assets (see Capital Assets section of the MDA for more 
information). Deferred outflows of resources increased by $163,283 due to a $90,621 increase in unamortized 
loss on debt refunding mainly from the issuance of 2016 Series A and 2016 Series B bonds, and $72,662 increase 
for pensions based on actuarial report. 

Total liabilities increased by $357,738 or 7.1% which is explained by increases of $295,407 in principal of 
revenue bonds and certificates of participation mainly due to the issuance of 2016 Series A, 2016 Series B, and 
2016 Series C bonds, $151,932 in net pension liability due to investment losses, the Appeals Court’s elimination 
of the full funding requirement for certain members and the impact of revised demographic assumptions and 
change in discount rate, $21,932 in the Wholesale Balancing Account (see Note 9(a) for details), $9,784 in other 
post-employment benefits obligations as a result of higher actuarially determined annual required contributions, 
$1,313 in accrued payroll, vacation and sick leave, $325 in unearned revenues mainly from deposits for water 
service, $275 in workers’ compensation, and $267 in interest payable due to higher outstanding principal. These 
increases were offset by decreases of $91,000 in commercial paper due to refunding, $25,058 in restricted and 
unrestricted payables mainly due to fewer outstanding payables at year end, $6,162 in general liability based on 
actuarial report, $779 due to the Department of Public Works for payment of custom work projects, and $498 in 
pollution remediation liability mainly for the Lake Merced and 17th and Folsom sites (see Note 13(d) for details). 

Deferred inflows of resources decreased by $25,442 due to pension obligations based on actuarial report. 
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Net Position, Fiscal Year 2016 
 
For the year ended June 30, 2016, the Enterprise’s assets and deferred outflows of resources exceeded liabilities 
and deferred inflows of resources by $622,668. Total net position increased from prior year by $26,203 or 4.4% 
(see Table 1). The increase in net position was the result of a $26,838 increase in total assets and deferred 
outflows of resources, offset by an increase of $635 in total liabilities and deferred inflows of resources. Net 
investment in capital assets increased from the prior year’s $425,073 to $543,327 by $118,254 or 27.8% as 
explained by a $245,217 increase in capital assets in buildings, structures, and improvements and construction in 
progress, offset by a $126,963 increase in liabilities, which included WSIP spending and $50,000 issuance of 
commercial paper. 

Current and other assets primarily comprised of restricted and unrestricted balances of cash, receivables for water 
deliveries and services, interfund receivables due from other governmental agencies, and inventory. This also 
includes receivables, which represent cumulative amounts due from the wholesale customers to match revenues 
with the Enterprise’s costs of providing service (the Balancing Account), in accordance with the provisions set 
forth in the WSA effective July 1, 2009. Balances due are recovered by future year rate increases. As of June 30, 
2016, the Enterprise owed the wholesale customers $21,539, which was mainly due to a rate increase of 28% that 
generated additional revenue billed. This amount was recorded as a liability in accordance with the 2009 
agreement. See Note 9(a), Water Supply Agreement, for additional details. 

During fiscal year 2016, current and other assets decreased by $219,754 or 23.7%. The decreases included 
$229,683 or 26.4% in restricted and unrestricted cash and investments mainly due to debt principal and interest 
repayments, $536 decrease in restricted receivables due to a change in collection policy for capacity fees that 
require full payment of permit fees at the time of issuance, $378 decrease in inventory from more issuances than 
purchases during the fiscal year, $66 decrease in interest receivable due to lower cash balance, and $13 in prepaid 
bond insurance cost amortization. These decreases were offset by increases of $8,545 in charges for services 
receivable due to planned rate increases of 12.0% for retail and 28.0% for wholesale customers, $1,603 in grant 
receivables for the Regional Groundwater Storage and Recovery project, $706 in advances and other receivables 
mainly due to Transbay Folsom Street and Caltrain custom work projects and rental receivables, and $68 due 
from the Department of Public Works for the Mission Bay and Hunter’s Point custom work projects. 

Capital assets, net of accumulated depreciation and amortization, increased by $245,217 or 5.3%, reflecting an 
increase in construction and capital improvement activities. The largest portion of the Enterprise’s net position of 
$543,327 or 87.3% represents net investment in capital assets (see Capital Assets section of the MDA for more 
information). Deferred outflows of resources increased by $1,375 due to an increase of $4,415 for pensions based 
on actuarial report offset by a decrease of $3,040 in unamortized loss on debt refunding. 

Total liabilities increased by $39,655 or 0.8% which is explained by increases of $50,000 in commercial paper 
issued in June 2016, $23,650 in net pension liability, $19,315 in the Wholesale Balancing Account (see Note 9(a) 
for details), $7,283 in other post-employment benefits obligations as a result of higher actuarially determined 
annual required contribution, $1,631 in unearned revenues from increased deposits for custom work projects, 
$707 in interfund payables mainly explained by $549 to Hetchy Power for the Distributed Antenna System and 
$230 to the City Attorney for legal services. These increases were offset by decreases of $43,418 in principal 
repayments of revenue bonds and certificates of participation, $7,932 in pollution remediation liability for the 
Lake Merced site (see Note 13(d) for details), $7,629 in restricted and unrestricted payables mainly due to WSIP, 
$2,810 in general liability based on actuarial estimates, $1,320 in interest payable due to lower outstanding 
principal, $626 in accrued payroll, vacation and sick leave, and $448 in workers’ compensation. 

Deferred inflows of resources decreased by $39,020 due to pension obligations based on actuarial report. 
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Results of Operations 
 
The following table summarizes the Enterprise’s revenues, expenses, and changes in net position. 
 

 

Results of Operations, Fiscal Year 2017 
 
The Enterprise’s total revenues of $502,067 for the year represented an increase of $47,703 or 10.5% from prior 
year (see Table 2). Increases included $44,625 from charges for services, $6,152 from other non-operating 
revenues, and $736 from interest and investment income. These increases were offset by decreases of $3,268 
from rents and concessions, and $542 from other operating revenues. 

Charges for services were $438,207, an increase of $44,625 or 11.3% from prior year primarily due to an adopted 
rate increase of 10% for retail customers and 9.3% for wholesale customers beginning July 1, 2016, and a 5.5% 
increase in consumption. Rents and concessions were $8,813, a decrease of $3,268 or 27.1% mainly due to the 
write-off of Sunol Valley Golf lease receivable. Other operating revenues were $13,311, a decrease of $542 or 
3.9% due to the write-off of capacity fee receivable and a decrease in permits issued. Interest and investment 
income was $4,331, an increase of $736 or 20.5% due to higher interest rates and prior year’s declines in fair 
value. Other non-operating revenues were $37,405, an increase of $6,152 or 19.7% mainly due to a one-time gain 
from sale of a surplus property located at 401 and 403 Old Bernal Avenue in Pleasanton, California in fiscal year 
2017, and $700 settlement received relating to the Wawona Street water main break incident in 2013. 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Revenues:

Charges for services $ 438,207  393,582  400,023  44,625  (6,441) 

Rents and concessions  8,813  12,081  12,284  (3,268) (203) 

Other operating revenues  13,311  13,853  13,740  (542) 113  

Interest and investment income  4,331  3,595  5,789  736  (2,194) 

Other non-operating revenues  37,405  31,253  47,314  6,152  (16,061) 

Total revenues  502,067  454,364  479,150  47,703  (24,786) 

Expenses:

Operating expenses  421,827  314,786  296,950  107,041  17,836  

Interest expenses  148,075  153,258  137,106  (5,183) 16,152  

Amortization of premium, discount, refunding loss, and issuance costs (9,029) (8,849) (6,100) (180) (2,749) 

Non-operating expenses  2,607  2,210  4,829  397  (2,619) 

Total expenses  563,480  461,405  432,785  102,075  28,620  

Change in net position before transfers  (61,413) (7,041) 46,365  (54,372) (53,406) 

Transfers from the City and County of San Francisco 128  34,368  52,143  (34,240) (17,775) 

Transfers to the City and County of San Francisco  (60,116) (1,124) (1,148) (58,992) 24  

Net transfers (59,988) 33,244  50,995  (93,232) (17,751) 

Change in net position  (121,401) 26,203  97,360  (147,604) (71,157) 

Net position at beginning of year

Beginning of year, as previously reported  622,668  596,465  654,212  26,203  (57,747) 

Cumulative effect of accounting change —  —  (155,107) * —  155,107  

Beginning of the year as restated 622,668  596,465  499,105  26,203  97,360  

Net position at end of year $ 501,267  622,668  596,465  (121,401) 26,203  

Table 2

Comparative Condensed Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2017, 2016, and 2015

* Cumulative effect of accounting change per GASB Statement No. 68, Accounting and Financial Reporting for Pensions.
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The Enterprise’s total expenses were $563,480, an increase of $102,075 or 22.1% from prior year. Operating 
expenses were $421,827, an increase of $107,041 or 34.0%. The increase was explained by a $79,007 increase in 
personnel services mainly due to pensions, $20,688 in general and administrative and other expenses mainly due 
to $68,296 in reduced capitalization for capital projects, offset by $45,266 reduction in capital and other projects 
expenses, and $2,342 for general and administrative expenses mainly from reductions in judgement and claims 
liability based on actuarial report, and $12,160 in depreciation due to additional capitalized assets being in use. 
These increases were offset by decreases of $2,787 in construction and environmental consulting contractual 
services, $1,695 in services provided by other departments mainly for water assessment fees paid to Hetch 
Hetchy Water, and $332 in materials and supplies for various projects. Interest expenses decreased by $5,183 
mainly due to refunding of various bonds. Amortization of bond premium increased by $180 explained by the 
issuance of 2016 Series A and 2016 Series B bonds. Non-operating expenses increased by $397 mainly due to 
water conservation rebates. 

Net transfers out of $59,988 included a one-time $60,000 transfer to Hetch Hetchy Water to fund various 
upcountry projects, $72 to San Francisco Recreation and Parks Department mainly for water saving 
improvements at Alamo Square Park, and $32 to the Office of the City Administrator for the Surety Bond 
Program, offset by $116 from the City mainly for the San Francisco War Memorial Veterans Building project. 
 
Results of Operations, Fiscal Year 2016 
 
The Enterprise’s total revenues of $454,364 for the year represented a decrease of $24,786 or 5.2% from prior 
year (see Table 2). Decreases included $16,061 of other non-operating revenues, $6,441 from charges for 
services, $2,194 from interest and investment income, and $203 from rents and concessions. These decreases 
were offset by an increase of $113 of other operating revenues. 

Charges for services were $393,582, a decrease of $6,441 or 1.6% from prior year primarily due to a $19,315 
wholesale revenue adjustment and a 10.3% decrease in consumption, offset by adopted rate increases of 28.0% 
for wholesale customers and 12.0% for retail customers beginning July 1, 2015. Rents and concessions were 
$12,081, a decrease of $203 or 1.7% due to lease terminations. Other operating revenues were $13,853, an 
increase of $113 or 0.8% due to a 3% increase in capacity fee rates effective July 1, 2015. Interest and 
investment income was $3,595, a decrease of $2,194 or 37.9% due to lower average cash balances with the City 
Treasury and decline in market value. Other non-operating revenues were $31,253, a decrease of $16,061 or 
33.9% mainly due to prior year’s $8,101 one-time gain from sale of land in Mountain View, California and 
Wawona Street water main break settlement of $11,000. 

The Enterprise’s total expenses were $461,405, an increase of $28,620 or 6.6% from prior year. Operating 
expenses were $314,786, an increase of $17,836 or 6.0%. The increase was explained by an $11,282 increase in 
depreciation expense from increased capitalized assets, $3,835 in personnel services mainly due to cost of living 
adjustments and pensions, $1,265 increase in general and administrative and other expenses mainly due to $703 
increase in community programs and $523 increase for 525 Golden Gate lease payments, $722 increase in 
construction and engineering contractual services, $503 increase in services provided by other departments 
mainly for risk management services, and $229 mainly for building and construction supplies. Interest expenses 
increased by $16,152 due to reduced interest capitalization for capital projects. Amortization of bond premium, 
increased by $2,749. Non-operating expenses decreased by $2,619 mainly due to prior year’s $2,756 write-off of 
non-capitalizable assets. 

Net transfers of $33,244 included $34,168 transfers from the Department of Public Works to fund the Auxiliary 
Water Supply System and Earthquake Safety and Emergency Response projects, and $200 from the General 
Fund for the San Francisco War Memorial Veterans Building project, offset by $617 transferred to the Arts 
Commission for art enrichment, $400 to the Department of Public Works for the United Nations Plaza and 
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Moscone Center expansion projects, $62 to San Francisco Recreation and Parks Department for water saving 
improvements at Alamo Square Park, $31 to the Office of the City Administrator for the Surety Bond Program, 
and $14 to the Human Services Agency for high efficiency toilets. 
 

Capital Assets  
 
The following table summarizes changes in the Enterprise’s capital assets. 

 
 
Capital Assets, Fiscal Year 2017 
 
The Enterprise has net capital assets of $5,053,464 invested in a broad range of utility capital assets as of June 
30, 2017 (see Table 3). The investment in capital assets includes land, facilities, improvements, water treatment 
plants, aqueducts, water transmission, distribution mains, water storage facilities, pump stations, water 
reclamation facilities, machinery, and equipment. The Enterprise’s net revenue and long-term debt are used to 
finance capital investments. Capital assets, net of accumulated depreciation and amortization, increased by 
$154,963 from prior year. Construction work in progress increased by $208,060 primarily due to additions from 
Calaveras Dam Replacement, Regional Groundwater Storage & Recovery, Recycled Water, and Environmental 
Impact projects. Facilities, improvements, machinery, and equipment decreased by $51,891 mainly attributable 
to depreciation. Intangible assets decreased by $1,172 explained by $1,427 amortization mainly relating to 
SFPUC On-Line Invoicing System, offset by additions of $255, of which, $205 was for the SharePoint system 
and $50 for the SFBid.org online contracting system. Land decreased by $34 due to a one-time sale in 
Pleasanton, California. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Facilities, improvements, machinery, and equipment $ 3,826,176  3,878,067  3,442,424  (51,891) 435,643  

Intangible assets 4,671  5,843  7,244  (1,172) (1,401) 

Land 26,777  26,811  26,811  (34) —  

Construction work in progress 1,195,840  987,780  1,176,805  208,060  (189,025) 

Total $ 5,053,464  4,898,501  4,653,284  154,963  245,217  

Table 3

Capital Assets, Net of Accumulated Depreciation and Amortization

As of June 30, 2017, 2016, and 2015



SAN FRANCISCO WATER ENTERPRISE 
Management’s Discussion and Analysis (Unaudited) 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

11 (Continued) 

Major additions to construction work in progress during the year ended June 30, 2017 include the following: 

Major depreciable facilities, improvements, intangible assets, machinery and equipment placed in service, 
including transfers of completed projects from construction work in progress, during the year ended June 30, 
2017 include the following: 

Calaveras Dam Replacement $ 110,946 

Regional Groundwater Storage and Recovery 24,214   

San Francisco Groundwater Supply 11,855   

Recycled Water Project 11,190   

Environmental Impact Project - Habitat Reserve Program 9,886     

Irvington Tunnel Alternatives 8,175     

Water Transmission Program - Peninsula Pipeline Seismic Upgrade Phase 3 7,929     

Auxiliary Water Supply System - New Cisterns 6,428     

Buildings & Grounds (Regional) - Sunol Long Term Improvements 5,849     

Local Water Conveyance/Distribution - New Services 5,589     

Other project additions individually below $5,000 70,257   
Total $ 272,318 

Water Transmission Program - Peninsula Pipeline Seismic Upgrade Phase 3 $ 9,863     

New Irvington Tunnel (West of Calaveras Road) 8,634     

Auxiliary Water Supply System - Cisterns E (5 Cisterns) 7,743     

Local Water Conveyance/Distribution - New Services 5,589     

Other project additions individually below $5,000 33,934   

Total    $ 65,763   

See Note 4 for additional information about Capital Assets.

Water System Improvement Program 

The WSIP delivers capital improvements that enhance the Enterprise’s ability to provide reliable, affordable, 
high-quality drinking water to its 27 wholesale customers and regional retail customers in Alameda, Santa Clara, 
and San Mateo Counties, as well as 800,000 retail customers in San Francisco, in an environmentally sustainable 
manner. The program is structured to cost effectively meet water quality requirements and long-term water 
supply objectives, as well as improve seismic and delivery reliability. 

Overall, $4.3 billion of project appropriations have been expended and WSIP is 94% complete through fiscal 
year ended June 30, 2017. The program consists of 35 local projects located within San Francisco and 52 
regional projects spread over seven different counties from the Sierra Foothills to San Francisco. As of June 30, 
2017, 34 local projects are completed and the target completion date is September 2017. For regional projects, 39 
are completed and the expected completion date is December 2019. Additional details regarding the WSIP 
are available at www.sfwater.org. 
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Capital Assets, Fiscal Year 2016 
 
The Enterprise has net capital assets of $4,898,501 invested in a broad range of utility capital assets as of June 
30, 2016 (see Table 3). The investment in capital assets includes land, facilities, improvements, water treatment 
plants, aqueducts, water transmission, distribution mains, water storage facilities, pump stations, water 
reclamation facilities, machinery, and equipment. The Enterprise’s net revenue and long-term debt are used to 
finance capital investments. Capital assets, net of accumulated depreciation and amortization, increased by 
$245,217 from prior year. Facilities, improvements, machinery, and equipment increased by $435,643 mainly 
attributable to Harry Tracy Water Treatment Plant Long Term Improvements and San Antonio Backup Pipeline 
projects. Construction work in progress decreased by $189,025 primarily due to additional capitalization for 
Harry Tracy Water Treatment Plant Long-Term Improvements and San Antonio Backup Pipeline projects, which 
were placed into service during the fiscal year. The Enterprise recorded an additional $1,540 in intangible assets, 
of which, $931 was for the SFPUC On-Line Invoicing System, $377 for the SFBid.org online contracting 
system, and $232 for the SharePoint system. These additions were offset by $2,941 amortization for a net total of 
$5,843 in intangible assets in fiscal year 2016. 

Major additions to construction work in progress during the year ended June 30, 2016 include the following: 

 
 
Major depreciable facilities, improvements, intangible assets, machinery and equipment placed in service, 
including transfers of completed projects from construction work in progress, during the year ended June 30, 
2016 include the following: 

 
See Note 4 for additional information about Capital Assets. 
 

Calaveras Dam Replacement  $ 121,123 

Regional Groundwater Storage and Recovery 37,277   

Harry Tracy Water Treatment Plant Long-Term Improvements 30,409   

Auxiliary Water Supply System 15,114   

San Francisco Groundwater Supply 11,640   

Peninsula Pipeline Seismic Upgrade 11,040   

Irvington Tunnel Alternatives 10,097   

Recycled Water Project 8,039     

Environmental Impact Project - Habitat Reserve Program 7,531     

Seismic Upgrade Bay Division Pipelines at Hayward Fault Phase 2 5,047     

Other project additions individually below $5,000 88,944   
                             Total $ 346,261 

Harry Tracy Water Treatment Plant Long-Term Improvements  $ 320,638 

San Antonio Backup Pipeline Project 63,824   

Peninsula Pipeline Seismic Upgrade 42,732   

Auxiliary Water Supply System 17,742   

Water Main Replacement 10,311   

New Irvington Tunnel (West of Calaveras Road) 10,266   

Sunol Valley Water Treatment Plant - Chemical Piping Replacement 5,361     

Other items individually below $5,000 70,035   

                             Total $ 540,909 
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The increase of $294,989 in revenue bonds and certificates of participation was due to $1,317,812 from the 
issuance of new bonds and $10 from the amortization of discount, offset by $957,757 from refunding, $43,623 
from bond repayment, and $21,453 amortization of premium. The Enterprise had $120,000 in tax-exempt and 
$25,000 in taxable commercial paper, and $236,000 in taxable commercial paper outstanding as of June 30, 2017 
and 2016, respectively. 

Credit Ratings and Bond Insurance – The Enterprise carried underlying ratings of “Aa3” and “AA-” from 
Moody’s and Standard & Poor’s (S&P) at June 30, 2017 and 2016, respectively. 

Debt Service Coverage – Pursuant to the Amended and Restated Indenture, the Enterprise is required to collect 
sufficient net revenues each fiscal year, together with any Enterprise funds (except Bond Reserve Funds), which 
are available for payment of debt service and are not budgeted to be expended, at least equal to 1.25 times annual 
debt service for said fiscal year. During fiscal years 2017 and 2016, the Enterprise’s net revenues, together with 
fund balances available to pay debt service and not budgeted to be expended, were sufficient to meet the rate 
covenant requirements under the Enterprise’s Amended and Restated Indenture (see Note 8). 

Debt Authorization – Pursuant to the Charter Section 8B.124, the Enterprise can incur indebtedness upon two-
thirds vote of the Board of Supervisors, as approved by voters in Proposition E in November 2002. As of June 
30, 2017, the Board of Supervisors has authorized the issuance of $3,734,700 in revenue bonds under Proposition 
E, with $2,938,900 issued against this authorization. The Enterprise can also incur indebtedness of up to 
$1,628,000 for improvements to the water system pursuant to Proposition A that was approved by the voters in 
November 2002. As of June 30, 2017, $1,348,335 of the $1,628,000 Proposition A authorized bonds were issued. 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Revenue bonds $ 4,554,967  4,257,454  4,298,827  297,513  (41,373) 

Capital appreciation bonds 6,278  5,860  5,471  418  389  

Commercial paper 145,000  236,000  186,000  (91,000) 50,000  

Certificates of participation 109,722  112,246  114,680  (2,524) (2,434) 

Total $ 4,815,967  4,611,560  4,604,978  204,407  6,582  
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Water System Improvement Program 

The $4.8 billion dollar WSIP to upgrade the City of San Francisco’s regional and local drinking water systems is 
90% completed with $4.2 billion of project appropriations expended through fiscal year ended June 30, 2016. 
The program consists of 35 local projects located within San Francisco and 52 regional projects spread over 
seven different counties from the Sierra Foothills to San Francisco. As of June 30, 2016, 34 local projects are 
completed and the target completion date is December 2016. For regional projects, 36 are completed and the 
expected completion date is December 2019. Additional details regarding the WSIP are available 
at www.sfwater.org. 

Debt Administration 

As of June 30, 2017, the Enterprise had $4,815,967 total debt outstanding, an increase of $204,407 over the prior 
year, as shown below in Table 4. More detailed information about the Enterprise’s debt activity is presented in 
Notes 6, 7, and 8 to the financial statements. 

Table 4

Outstanding Debt, Net of Unamortized Costs

As of June 30, 2017, 2016, and 2015
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The Enterprise is also authorized to issue up to $500,000 in commercial paper. In October 2016, the Enterprise 
issued $893,820 of Water 2016 Series AB refunding bonds pursuant to this Board authorization. 

Cost of Debt Capital – The Enterprise’s outstanding long term debt has coupon interest rates ranging from 1.8% 
to 7.0% as of June 30, 2017 and 2016. The Enterprise’s short-term debt has interest rates ranging from 0.1% to 
1.3% during fiscal years 2017 and 2016. 
 

Rates and Charges 
 
Average retail water rate increases of 10.0% and 7.0% have been approved for fiscal years ending June 30, 2017 
and 2018, respectively. Wholesale water rates are adopted annually and the Commission approved 9.3% and no 
increase for fiscal years ending June 30, 2017 and 2018, respectively. 
 
Rate Setting Process 
 
Retail Customers 
Proposition E, as approved by the voters in November 2002, amended the City Charter by adding the new 
Article VIIIB, entitled “Public Utilities,” which changed the Commission’s ability to issue new revenue bonds 
and set retail water rates. For the retail water rate setting, the Commission is required to: 
 

• Establish rates, fees, and charges based on cost of service; 
• Retain an independent rate consultant to conduct cost of service studies at least every five years; 
• Consider establishing new connection fees; 
• Consider conservation incentives and lifeline rates; 
• Adopt a rolling five-year forecast annually; and 
• Establish a Rate Fairness Board. 

 
Pursuant to the City and County of San Francisco Charter Section 8B.125, an independent rate study is 
performed at least once every five years. A rate study was completed in April 2014 and resulted in an approved 
four-year retail rate increase by the Commission on May 13, 2014. The retail rates are effective July 1, 2014 
through fiscal year 2018. In compliance with City Charter section 8B.125, a new rate study commenced in July 
2016 to examine the revenue requirement and cost of service of the Water and Wastewater Enterprises beyond 
fiscal year 2018. This rate study will result in a recommendation to the Commission in the spring of 2018 for 
retail rates effective July 1, 2018. 

Wholesale Customers 
The WSA prescribes the rate setting process for the wholesale water rates. The WSA has a 25-year term, 
beginning on July 1, 2009, with two 5-year extension options. The contract changed the rate basis by which the 
wholesale rates and revenues are determined from a “utility basis” to a “cash basis,” resulting in the repayment of 
the cost of capital over the life of the debt funding of those assets rather than the life of the asset. The WSA 
requires the rate be calculated and set annually and include a reconciliation between prior year revenues and 
expenses. Refer to Note 9 of the notes to financial statements for further discussion on the balancing account of 
the wholesale customers. 
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The following table is the Enterprise’s ten-year average rate adjustments: 

Request for Information 

This report is designed to provide our citizens, customers, investors, and creditors with an overview of the 
Enterprise’s finances and to demonstrate the Enterprise’s accountability for the money it receives. Questions 
regarding any of the information provided in this report or requests for additional financial information should be 
addressed to San Francisco Public Utilities Commission, Chief Financial Officer, 525 Golden Gate Avenue, 
13th Floor, San Francisco, CA 94102. This report is available at http://www.sfwater.org/index.aspx?page=347. 

July 1, 2009 1 15.0              2    % 15.7              %

July 1, 2010 15.0              2    15.2              

July 1, 2011  12.5              2    38.4              

July 1, 2012  12.5              2    11.4              

July 1, 2013  6.5 2    (16.4)             

July 1, 2014  12.0              3    19.6              

July 1, 2015  12.0              3    28.0              

July 1, 2016  10.0              3    9.3 

July 1, 2017  7.0 3    - 4

July 1, 2018 11.0              5    - 5

1    

2    

3    

4    

5    

Retail Wholesale

Wholesale rates are adopted annually, there was no rate increase for wholesale customers effective July 1, 2017

Four-year rate increases for retail customers adopted effective July 1, 2014 through June 30, 2018

July 1, 2009 was the first  year of the WSA

Five-year rate increases for retail customers adopted effective July 1, 2009 through June 30, 2014

Projected rate from the 10-year financial plan

Ten-year Average Rate Adjustments

Effective Date:
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2017 2016

Assets

Current assets:

Cash and investments with City Treasury $ 319,162  323,916  

Cash and investments outside City Treasury 34  136  

Receivables:

Charges for services (net of allowance for doubtful accounts of $2,251

as of June 30, 2017 and $2,198 as of June 30, 2016) 54,425  44,037  

Due from other City departments 632  446  

Due from other governments 150  1,646  

Interest 475  261  

Total current receivables 55,682  46,390  

Prepaid charges, advances, and other receivables, current portion 1,207  1,395  

Inventory 7,436  7,346  

Restricted cash and investments outside City Treasury, current portion 107,188  192,814  

Total current assets 490,709  571,997  

Non-current assets:

Restricted cash and investments with City Treasury 100,701  123,328  

Restricted interest and other receivable (net of allowance for doubtful

 accounts of $48 as of June 30, 2017 and $0 as of June 30, 2016) 4,100  4,512  

Charges for services, less current portion 839  824  

Capital assets not being depreciated and amortized 1,223,296  1,015,270  

Capital assets, net of accumulated depreciation and amortization 3,830,168  3,883,231  

Prepaid charges, advances, and other receivables, less current portion 3,451  6,289  

Prepaid bond insurance costs, net of accumulated amortization —  201  

Total non-current assets 5,162,555  5,033,655  

Total assets 5,653,264  5,605,652  

Deferred outflows of resources

Unamortized loss on refunding of debt 126,805  36,184  

Pensions 105,357  32,695  

Total deferred outflows of resources 232,162  68,879  

Liabilities

Current liabilities:

Accounts payable 7,268  16,319  

Accrued payroll 6,483  5,725  

Accrued vacation and sick leave, current portion 6,166  5,924  

Accrued workers’ compensation, current portion 1,612  1,551  

Due to other City departments 7  786  

Damage claims liability, current portion 3,616  6,094  

Unearned revenues, refunds, and other 17,041  16,716  

Bond and loan interest payable 36,615  36,348  

Revenue bonds, current portion 48,875  41,615  

Certificates of participation, current portion 2,431  2,313  

Commercial paper 145,000  236,000  

Wholesale balancing account, current portion 8,214  8,088  

Current liabilities payable from restricted assets 31,580  47,587  

Total current liabilities 314,908  425,066  

Long-term liabilities:

Other post-employment benefits obligations 121,330  111,546  

Net pension liability 259,956  108,024  

Accrued vacation and sick leave, less current portion 4,845  4,532  

Accrued workers’ compensation, less current portion 7,477  7,263  

Damage claims liability, less current portion 7,122  10,806  

Revenue bonds, less current portion 4,506,092  4,215,839  

Capital appreciation bonds 6,278  5,860  

Certificates of participation, less current portion 107,291  109,933  

Wholesale balancing account, less current portion 35,257  13,451  

Pollution remediation obligation 2,468  2,966  

Total long-term liabilities 5,058,116  4,590,220  

Total liabilities 5,373,024  5,015,286  

Deferred inflows of resources

Related to pensions 11,135  36,577  

Total deferred inflows of resources 11,135  36,577  

Net position

Net investment in capital assets 495,868  543,327  

Restricted for debt service 10,989  12,122  

Restricted for capital projects 37,904  40,743  

Unrestricted (43,494) 26,476  

Total net position $ 501,267  622,668  

See accompanying notes to financial statements.



SAN FRANCISCO WATER ENTERPRISE 
Statements of Revenues, Expenses, and Changes in Net Position 

Years ended June 30, 2017 and 2016 
(In thousands) 

 

 17   

 

2017 2016

Operating revenues:

Charges for services $ 438,207  393,582  

Rents and concessions 8,813  12,081  

Capacity fees 1,432  2,087  

Other revenues 11,879  11,766  

Total operating revenues 460,331  419,516  

Operating expenses:

Personnel services 182,034  103,027  

Contractual services 10,664  13,451  

Materials and supplies 12,564  12,896  

Depreciation and amortization 118,826  106,666  

Services provided by other departments 59,173  60,868  

General and administrative and other 38,566  17,878  

Total operating expenses 421,827  314,786  

Operating income 38,504  104,730  

Non-operating revenues (expenses):

Federal and state grants —  1,720  

Interest and investment income 4,331  3,595  

Interest expenses (148,075) (153,258) 

Amortization of premium, discount, refunding loss, and issuance costs 9,029  8,849  

Net gain from sale of assets 6,407  9  

Other non-operating revenues 30,998  29,524  

Other non-operating expenses (2,607) (2,210) 

Net non-operating expenses (99,917) (111,771) 

Change in net position before transfers (61,413) (7,041) 

Transfers from the City and County of San Francisco 128  34,368  

Transfers to the City and County of San Francisco (60,116) (1,124) 

Net transfers (59,988) 33,244  

Change in net position (121,401) 26,203  

Net position at beginning of year 622,668  596,465  

Net position at end of year $ 501,267  622,668  

See accompanying notes to financial statements.  



SAN FRANCISCO WATER ENTERPRISE 
Statements of Cash Flows 

Years ended June 30, 2017 and 2016 
(In thousands) 

 

 18 (Continued) 

 

2017 2016

Cash flows from operating activities:  
Cash received from customers, including cash deposits $ 464,244  419,841  
Cash received from tenants for rent  11,945  12,285  
Cash paid to employees for services  (114,537) (113,188) 
Cash paid to suppliers for goods and services  (133,655) (106,441) 
Cash paid for judgments and claims  (4,598) (11,561) 

Net cash provided by operating activities  223,399  200,936  

Cash flows from non-capital financing activities:
Cash received from grants  1,496  117  
Cash received from settlements  800  —  
Cash received from miscellaneous revenues 6,067  5,262  
Cash paid for rebates and program incentives (2,607) (2,211) 
Transfers (to) from the City and County of San Francisco  (59,988) 33,244  

Net cash (used in) provided by non-capital financing activities  (54,232) 36,412  

Cash flows from capital and related financing activities:
Proceeds from sale of capital assets  6,407  9  
Proceeds from bond issuance, net of premium, discount, refunding loss,

and issuance costs  1,191,788  —  
Proceeds from commercial paper borrowings  145,736  50,000  
Principal paid on commercial paper  (236,736) —  
Principal paid on long-term debt  (973,571) (31,894) 
Interest paid on long-term debt  (199,196) (218,777) 
Interest paid on commercial paper  (829) (502) 
Issuance cost paid on long-term debt (996) —  
Acquisition and construction of capital assets  (243,231) (294,033) 
Federal interest income subsidy from Build America Bonds 24,158  24,240  

Net cash (used in) capital and related financing activities  (286,470) (470,957) 

Cash flows from investing activities:  
Interest income received  4,442  4,230  
Proceeds from sale of investments outside City Treasury  454,457  281,532  
Purchase of investments outside City Treasury  (520,024) (199,584) 

Net cash (used in) provided by investing activities  (61,125) 86,178  
Decrease in cash and cash equivalents  (178,428) (147,431) 

Cash and cash equivalents:  
Beginning of year  640,129  787,560  

End of year $ 461,701  640,129  

Reconciliation of cash and cash equivalents to the statement of net position:
Cash and investments with City Treasury:

Unrestricted $ 319,162  323,916  
Restricted  100,701  123,328  

Cash and investments outside City Treasury:  
Unrestricted  34  136  
Restricted 107,188  192,814  

Less: Restricted (with maturity more than 90 days - see table in Note 3)  (65,567) —  
Less: Unrealized (gain) loss on investments  183  (65) 

Cash and cash equivalents at end of year on $ 461,701  640,129  
     statements of cash flows        
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2017 2016

Reconciliation of operating income to net cash provided by
operating activities:

Operating income $ 38,504  104,730  
Adjustments to reconcile operating income to 

net cash provided by operating activities:
Depreciation and amortization 118,826  106,666  
Provision for uncollectible accounts 101  179  
Write-off of capital assets and other non-cash items 2,448  423  
Changes in operating assets and liabilities:

Receivables:
Charges for services (10,456) (8,724) 
Prepaid charges, advances, and other 3,285  (409) 
Due from other City departments (186) (68) 

Inventory (90) 378  
Accounts payable (9,051) (826) 
Accrued payroll 758  935  
Other post-employment benefits obligations 9,784  7,283  
Pension obligations 53,828  (19,785) 
Accrued vacation and sick leave 555  (309) 
Accrued workers’ compensation 275  (448) 
Due to other City departments (779) 707  
Wholesale balancing account 21,932  19,315  
Pollution remediation obligation (498) (7,932) 
Damage claims liability (6,162) (2,810) 
Unearned revenues, refunds, and other liabilities 325  1,631  

Total adjustments 184,895  96,206  

Net cash provided by operating activities $ 223,399  200,936  

Noncash transactions:

Accrued capital asset costs $ 31,580  47,587  

Interfund payable 7  786  

See accompanying notes to financial statements.
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(1) Description of Reporting Entity 

The San Francisco Water Enterprise (the Enterprise) was established in 1930 under the provisions of the 
Charter of the City and County of San Francisco (the City). The Enterprise acquired the fully developed, 
mature water works for San Francisco on March 3, 1930. Since then, the City has operated and maintained 
the water works as the San Francisco Water Enterprise. The Board of Supervisors of the City has adopted 
resolutions (the Water Resolutions) providing for the issuance of various water revenue and refunding 
bond series. The Water Resolutions require the City to keep separate books of records and accounts of the 
Enterprise. The Enterprise, which consists of a system of reservoirs, storage tanks, water treatment plants, 
pump stations, and pipelines, is engaged in the distribution of water to San Francisco and certain suburban 
areas. In fiscal year 2017, the Enterprise sold approximately 63,717 million gallons, i.e., about 175 million 
gallons per day of water, to approximately 2.7 million people within San Francisco and certain suburban 
areas. 

The San Francisco Public Utilities Commission (the Commission), established in 1932, is responsible for 
providing operational oversight of the public utility enterprises of the City, which include the Enterprise 
along with the City’s power and sewer utilities (i.e., Hetch Hetchy Water and Power and CleanPowerSF, of 
which the Power Enterprise is a component, and the San Francisco Wastewater Enterprise). The 
Commission is responsible for determining such matters as the rates and charges for services, approval of 
contracts, and organizational policy.  

Until August 1, 2008, the Commission consisted of five members, all appointed by the Mayor. Proposition 
E, a City Charter amendment approved by the voters in the June 3, 2008 election, terminated the terms of 
all five existing members of the Commission, changed the process for appointing new members, and set 
qualifications for all members. Under the amended Charter, the Mayor continues to nominate candidates to 
the Commission, but nominees do not take office until the Board of Supervisors votes to approve their 
appointments by a majority (at least six members). The amended Charter provides for staggered four-year 
terms for the Commission members and requires them to meet the following qualifications: 

• Seat 1 must have experience in environmental policy and an understanding of environmental justice 
issues. 

• Seat 2 must have experience in ratepayer or consumer advocacy. 

• Seat 3 must have experience in project finance. 

• Seat 4 must have expertise in water systems, power systems, or public utility management. 

• Seat 5 is an at-large member. 

The SFPUC is a department of the City, and as such, the financial operations of the Enterprise, Hetch 
Hetchy Water and Power and CleanPowerSF, and the Wastewater Enterprises are included in the 
Comprehensive Annual Financial Report of the City as enterprise funds. These financial statements are 
intended to present only the financial position, and the changes in financial position and cash flows of only 
that portion of the City that is attributable to the transactions of the Enterprise. They do not purport to, and 
do not, present fairly the financial position of the City as of June 30, 2017 and 2016, the changes in its 
financial position, or, where applicable, the cash flows for the years then ended, in conformity with U.S. 
generally accepted accounting principles (GAAP). 
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(2) Significant Accounting Policies 

(a) Basis of Accounting and Measurement Focus 

The accounts of the Enterprise are organized on the basis of a proprietary fund type and are included 
as an enterprise fund of the City. The activities of this Enterprise are accounted for with a separate 
set of self-balancing accounts that comprise the Enterprise’s assets, deferred outflows, liabilities, 
deferred inflows, net position, revenues, and expenses. Enterprise funds account for activities (i) that 
are financed with debt that is secured solely by a pledge of the net revenues from fees and charges of 
the activity; or (ii) that are required by laws or regulations that the activity’s costs of providing 
services, including capital costs (such as depreciation or debt service), be recovered with fees and 
charges, rather than with taxes or similar revenues; or (iii) that the pricing policies of the activity 
establish fees and charges designed to recover its costs, including capital costs (such as depreciation 
or debt service). 

The financial activities of the Enterprise are accounted for on a flow of economic resources 
measurement focus, using the accrual basis of accounting in accordance with U.S. GAAP. Under this 
method, all assets and liabilities associated with its operations are included on the statement of net 
position; revenues are recognized when earned, and expenses are recognized when liabilities are 
incurred. Operating revenues are defined as charges to customers, rental income, and capacity fees. 

The Enterprise applies all applicable Governmental Accounting Standards Board (GASB) 
pronouncements. 

(b) Cash and Cash Equivalents 

The Enterprise considers its pooled cash and investments held with the City Treasury to be demand 
deposits and, therefore, cash and cash equivalents for financial reporting. The City Treasury also 
holds non-pooled cash and investments for the Enterprise. Non-pooled restricted deposits and 
investments held outside the City Treasury with original maturities of three months or less are also 
considered to be cash equivalents. 

(c) Investments 

Money market funds are carried at cost, which approximates fair value. All other investments are 
stated at fair value based on quoted market prices. Changes in fair value are recognized as 
investment gains or losses and are recorded as a component of non-operating revenues. 

(d) Inventory 

Inventory consists primarily of construction materials and maintenance supplies and is valued at 
average cost. Inventory is expensed as it is consumed. 

(e) Capital Assets 

Capital assets are defined as assets with an initial individual cost of more than $5 and an estimated 
useful life in excess of one year. Capital assets with an original acquisition date prior to July 1, 1977 
are recorded in the financial statements at estimated cost, as determined by an independent 
professional appraisal, or at cost, if known. All subsequent acquisitions have been recorded at cost. 
All donated capital assets are valued at acquisition value at the time of donation. Depreciation and 
amortization are computed using the straight-line method over the estimated useful lives of the 
related assets, which range from 1 to 75 years for equipment and 1 to 200 years for buildings, 
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structures, and improvements. No depreciation or amortization is recorded in the year of acquisition, 
and depreciation or amortization is recorded in the year of disposal. 

(f) Intangible Assets 

Under GASB Statement No. 51, Accounting and Financial Reporting for Intangible Assets, 
intangible assets are defined as identifiable, non-financial assets capable of being separated, sold, 
transferred, or licensed, and include contractual or legal rights. Examples of intangible assets include 
rights-of-way easements, land use rights, water rights, licenses, and permits. The accounting 
pronouncement also provides guidance on the capitalization of internally generated intangible assets, 
such as the development and installation of computer software by or on behalf of the reporting entity. 

According to the standard, the Enterprise is required to capitalize intangible assets with a useful life 
extending beyond one reporting period. The Enterprise has established a capitalization threshold of 
$100. GASB Statement No. 51 also requires amortization of intangible assets over the benefit period, 
except for certain assets having an indefinite useful life. Assets with an indefinite useful life 
generally provide a benefit that is not constrained by legal or contractual limitations or any other 
external factor and, therefore, are not amortized (see Note 4). 

(g) Construction Work in Progress 

The cost of acquisition and construction of major plant and equipment is recorded as construction 
work in progress. Costs of discontinued construction projects are recorded as an expense in the year 
in which the decision is made to discontinue such projects. 

(h) Capitalization of Interest 

A portion of the interest cost incurred on capital projects is capitalized for assets that require a period 
of time to construct or to otherwise prepare them for their intended use. Such amounts are amortized 
over the useful lives of the assets (see Note 4). 

(i) Bond Discount, Premium, and Issuance Costs 

Bond issuance costs related to prepaid insurance costs are capitalized and amortized using the 
effective interest method. Other bond issuance costs are expensed when incurred. Original issue 
bond discount or premium is offset against the related debt and is also amortized using the effective 
interest method. 

(j) Accrued Vacation and Sick Leave 

Accrued vacation pay, which may be accumulated up to 10 weeks per employee, is charged to 
expense as earned. Sick leave earned subsequent to December 6, 1978 is non-vesting and may be 
accumulated up to six months per employee. 

(k) Workers’ Compensation 

The Enterprise is self-insured for workers’ compensation claims and accrues the estimated cost of 
those claims, including the estimated cost of incurred but not reported claims (see Note 12(c)). 
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(l) General Liability 

The Enterprise is self-insured for general liability and uninsurable property damage claims. 
Commercially uninsurable property includes assets that are underground or provide transmission and 
distribution. Maintained commercial coverage does not cover claims attributed to loss from 
earthquake, contamination, pollution remediation efforts, and other specific naturally occurring 
contaminants such as mold. The liability represents an estimate of the cost of all outstanding claims, 
including adverse loss development and estimated incurred but not reported claims (see Note 12(a)). 

(m) Arbitrage Rebate Payable 

Certain bonds are subject to arbitrage rebate requirements in accordance with regulations issued by 
the U.S. Treasury Department. The requirements generally stipulate that earnings from the 
investment of the tax-exempt bond proceeds that exceed related interest costs on the bonds must be 
remitted to the federal government on every fifth anniversary of each bond issue. The arbitrage 
rebate liability was $0 at June 30, 2017 and 2016. 

(n) Refunding of Debt 

Gains or losses occurring from refunding of debt prior to maturity are reported as deferred outflows 
and deferred inflows of resources from refunding of debt. Deferred outflows and deferred inflows of 
resources are recognized as a component of interest expense using the effective interest method over 
the remaining life of the old debt or the life of the new debt, whichever is shorter. 

(o)  Income Taxes 

As a department of a government agency, the Enterprise is exempt from both federal income taxes 
and California state franchise taxes. 

(p) Revenue Recognition 

Water service charges are based on water usage as determined by the Enterprise. Effective July 
2013, the majority of residential and non-residential customers are billed on a monthly basis except 
for building and contractor customers, which are billed on a bi-monthly basis. Revenues earned but 
unbilled are accrued as charges for services and reflected as a receivable on the statements of net 
position. 

(q) Use of Estimates 

The preparation of financial statements in conformity with U.S. GAAP requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and the 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those 
estimates. 

(r) Accounting and Financial Reporting for Pollution Remediation Obligations 

According to GASB Statement No. 49, Accounting and Financial Reporting for Pollution 
Remediation Obligations, a government would have to estimate its expected outlays for pollution 
remediation if it knows a site is polluted, and any of the following recognition triggers occur: 
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• Pollution poses an imminent danger to the public or environment and a government has little or 
no discretion to avoid fixing the problem; 

• A government has violated a pollution prevention-related permit or license; 
• A regulator has identified (or evidence indicates it will identify) a government as responsible (or 

potentially responsible) for cleaning up pollution, or for paying all or some of the cost of the 
cleanup; 

• A government is named (or evidence indicates that it will be named) in a lawsuit to compel it to 
address the pollution; or 

• A government begins or legally obligates itself to begin cleanup or post-cleanup activities 
(limited to amounts the government is legally required to complete). 

As a part of ongoing operations, situations may occur requiring the removal of pollution or other 
hazardous material. These situations typically arise in the process of acquiring an asset, preparing an 
asset for its intended use, or during the design phase of projects under review by the project 
managers. Other times, pollution may arise during the implementation and construction of a major or 
minor capital project. Examples of pollution may include, but are not limited to: asbestos or lead 
paint removal, leaking of sewage in underground pipes or neighboring areas, chemical spills, 
removal and disposal of known toxic waste, harmful biological and chemical pollution of water, or 
contamination of surrounding soils by underground storage tanks (see Note 13(d)). 

(s) New Accounting Standards Adopted in Fiscal Year 2017 

1) In June 2015, the GASB issued Statement No. 73, Accounting and Financial Reporting for 
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and 
Amendments to Certain Provisions of GASB Statements 67 and 68. GASB Statement No. 73 
addresses accounting and financial reporting for pensions provided by governments that are not 
within the scope of GASB 68. The new standard is effective for periods beginning after June 15, 
2016. The Enterprise adopted the provisions of this Statement, which did not have a significant 
impact on its financial statements. 

 
2) In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. GASB 

Statement No. 77 establishes financial reporting standards for tax abatement agreements entered 
into by state and local governments. The new standard is effective for periods beginning after 
December 15, 2015. The Enterprise adopted the provisions of this Statement, which did not have 
a significant impact on its financial statements. 

 
3) In December 2015, the GASB issued Statement No. 78, Pensions Provided through Certain 

Multiple Employer Defined Benefit Pension Plans. GASB Statement No. 78 establishes 
accounting and financial reporting standards for defined benefit pensions provided by state or 
local governments through a cost sharing plan that meets the criteria of Statement No. 68 and is 
not a state or local governmental pension plan. The new standard is effective for periods 
beginning after December 15, 2015. The Enterprise adopted the provisions of this Statement, 
which did not have a significant impact on its financial statements. 

(t) GASB Statements Implemented in Fiscal Year 2016 

1) In fiscal year 2016, the Enterprise adopted GASB Statement No. 72, Fair Value Measurement 
and Application, which requires the Enterprise to use valuation techniques which are appropriate 
under the circumstances and are consistent with the market approach, cost approach or the 
income approach. GASB Statement No. 72 establishes a hierarchy of inputs used to measure fair 
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value consisting of three levels. Level 1 inputs are quoted prices in active markets for identical 
assets or liabilities. Level 2 inputs are inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly or indirectly. Level 3 inputs are 
unobservable inputs. The Statement also contains note disclosure requirements regarding the 
hierarchy of valuation inputs and techniques used for the fair value measurements (see Note 3). 
For those investments held with the City Treasury, the City discloses the requirements regarding 
the hierarchy of valuation inputs and techniques used for the fair value measurements at the 
Citywide level. However, such disclosure is not required at the department level for those 
investments held with the City Treasury. 

 
2) GASB Statement No. 82, Pension Issues-an amendment of GASB Statements No. 67, No. 68, and 

No. 73, issued in March 2016 addresses issues regarding (1) the presentation of payroll-related 
measures in required supplementary information, (2) the selection of assumptions and the 
treatment of deviations from the guidance in an Actuarial Standard of Practice for financial 
reporting purposes, and (3) the classification of payments made by employers to satisfy 
employee (plan member) contribution requirements. The new standard is effective for periods 
beginning after June 15, 2016 and the City elected early implementation in fiscal year 2016. 
While there was an impact to the City’s financial statements, there was no impact on the 
Enterprise’s financial statements in fiscal year 2016. 

(u) Future Implementation of New Accounting Standards 

1) In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefit Other Than Pension Plans. GASB Statement No. 75 revises and 
establishes new accounting and financial reporting requirements for governments that provides 
their employees with other postemployment benefits other than pensions (OPEB). The new 
standard is effective for periods beginning after June 15, 2017. The Enterprise will implement 
the provisions of Statement No. 75 in fiscal year 2018. 
 

2) In March 2016, the GASB issued Statement No. 81, Irrevocable Split Interest Agreements. 
GASB Statement No. 81 establishes accounting and financial reporting standards for irrevocable 
split interest agreement created through trusts in which a donor irrevocably transfers resources to 
an intermediary. The new standard is effective for periods beginning after December 15, 2016. 
The Enterprise will implement the provisions of Statement No. 81 in fiscal year 2018. 

 
3) In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. 

GASB Statement No. 83 establishes accounting and financial reporting standards for certain 
asset retirement obligations (AROs). The new standard is effective for periods beginning after 
June 15, 2018. The Enterprise will implement the provisions of Statement No. 83 in fiscal year 
2019. 

 
4) In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. GASB Statement No. 

84 establishes criteria for state and local governments to identify fiduciary activities and how 
those activities should be reported. The new standard is effective for periods beginning after 
December 15, 2018. The Enterprise will implement the provisions of Statement No. 84 in fiscal 
year 2020. 

 
5) In March 2017, the GASB issued Statement No. 85, Omnibus 2017. GASB Statement No. 85 

addresses practice issues identified during the implementation and application of certain GASB 
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Statements. The new standard is effective for periods beginning after June 15, 2017. The 
Enterprise will implement the provisions of Statement No. 85 in fiscal year 2018. 

 
6) In May 2017, the GASB issued Statement No. 86, Certain Debt Extinguishment Issues. GASB 

Statement No. 86 improves accounting and financial reporting for in-substance defeasance of 
debt using existing resources other than proceeds of refunding debt. The new standard is 
effective for periods beginning after June 15, 2017. The Enterprise will implement the provisions 
of Statement No. 86 in fiscal year 2018. 

 
7) In June 2017, the GASB issued Statement No. 87, Leases. GASB Statement No. 87 establishes a 

single model for lease accounting and requires reporting of certain lease liabilities that currently 
are not reported. The new standard is effective for periods beginning after December 15, 2019. 
The Enterprise will implement the provisions of Statement No. 87 in fiscal year 2021. 

 

(3) Cash, Cash Equivalents, and Investments 

The Enterprise’s cash, cash equivalents, and investments with the City Treasury are invested in an unrated 
City pool pursuant to investment policy guidelines established by the City Treasurer. The objectives of the 
policy guidelines are, in order of priority, preservation of capital, liquidity, and yield. The policy addresses 
soundness of financial institutions in which the City will deposit funds, types of investment instruments as 
permitted by the California Government Code, and the percentage of the portfolio that may be invested in 
certain instruments with longer terms to maturity. The City Treasurer allocates income from the investment 
of pooled cash at month-end in proportion to the Enterprise’s average daily cash balances. The primary 
objectives of the Enterprise’s investment policy are consistent with the City’s policy. 

Restricted assets are held by an independent trustee outside the City’s investment pool. The assets are held 
for the purpose of paying future interest and principal on the bonds and for eligible capital project 
expenditures. The current and non-current balances as of June 30, 2017 and 2016 were $107,188 and 
$192,814, respectively. The Enterprise held all investments in guaranteed investment contracts, treasury 
and government obligations, commercial paper, corporate bonds, and notes, as well as money market 
mutual funds consisting of Treasury and Government Obligations. 

Funds held by the trustee established under the 2002 Amended and Restated Indentures agreements are 
invested in “Permitted Investments,” as defined in the agreement, which includes money market funds and 
investment agreements. The agreement permits investment in money market funds registered under the 
Federal Investment Company Act of 1940 whose shares are registered under the Federal Securities Act of 
1933 and have a rating by S&P of “AAAm-G,” “AAAm,” or “AAm,” and a rating by Moody’s of “Aaa,” 
“Aa1,” or “Aa2”. The credit ratings of the money market funds invested in as of June 30, 2017 were “Aaa-
mf” and “P-1” by Moody’s, and “AAAm” and “A-1+” by S&P. The credit ratings of the money market 
funds invested in as of June 30, 2016 were “Aaa” by Moody’s and “AAA” by S&P. Investment agreements 
must be with a U.S. bank or trust company that have a rating by Moody’s and S&P of “A” or higher, or are 
guaranteed by any entity with a rating of “A” or higher, at the time the agreement is entered. 

The Enterprise categorizes its fair value measurements within the fair value hierarchy established by 
GAAP. The hierarchy is based on the valuation inputs used to measure fair value of the assets. Level 1 
inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other 
observable inputs; and Level 3 inputs are significant unobservable inputs. The inputs and techniques used 
for valuing securities are not necessarily an indication of risk associated with investing in those securities. 
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The following tables present the restricted and unrestricted cash and investments outside City Treasury as 
of June 30, 2017 and 2016: 
 

 
 

 

Commercial paper is valued using a variety of techniques such as matrix pricing; market corroborated 
pricing inputs such as yield curve, indices, and other market related data. Commercial paper, money 
market investments, and cash and cash equivalents are exempt from fair value treatment under GASB 
Statement No. 72. 

The restricted cash and investments outside City Treasury as of June 30, 2017 and 2016 included a $138 
unrealized gain due to changes in fair value on commercial paper and $133 unrealized gain due to changes 
in fair values on U.S. Treasury Notes and U.S. Agencies, respectively. 

Additional cash outside of the investment pool included revolving fund and cash in transit. The revolving 
fund has a balance of $33 at June 30, 2017 and 2016, which is held in a commercial bank in non-interest 
bearing checking accounts covered by Federal Deposit Insurance Corporation depository insurance. These 
accounts were established as provided by the City’s Administrative Code for revolving fund needs. The 
cash in transit was $1 and $103 at June 30, 2017 and 2016, respectively. 

Credit Ratings

Investments 

exempt from

Quoted prices 

in active 

markets for 

identical assets

Significant 

other 

observable 

inputs

Unobservable 

Inputs

(S&P/Moody's) Maturities Fair Value fair value (Level 1) (Level 2) (Level 3)

  

 A-1+/P-1 October 31, 2017 $ 65,567  65,567  —  —  —  

U.S. Treasury Money Market Funds AAAm/Aaa-mf < 90 days 41,603  41,603  —  —  —  

Money Market Funds A-1+/P-1 < 90 days 18  18  —  —  —  

Total Restricted Cash and Investments outside City Treasury $ 107,188  107,188  —  —  —  

  

Cash and Cash Equivalents N/A 34  34  —  —  —  

Total Cash and Investments outside City Treasury $ 34  34  —  —  —  

Fair Value Measurements Using

Commercial Paper

Investments

June 30, 2017

Cash and Investments outside City Treasury

Credit Ratings

Investments 

exempt from

Quoted prices 

in active 

markets for 

identical assets

Significant 

other 

observable 

inputs

Unobservable 

Inputs

(S&P/Moody's) Maturities Fair Value fair value (Level 1) (Level 2) (Level 3)

  

 AA+/Aaa August 31, 2016 $ 26,125  —  26,125  —  —  

 A-1+/P-1 August 23, 2016 12,086  12,086  —  —  —  

Money Market Funds AAAm/Aaa-mf < 90 days 29,012  29,012  —  —  —  

U.S. Treasury Money Market Funds AAAm/Aaa-mf < 90 days 125,591  125,591  —  —  —  

Total Restricted Cash and Investments outside City Treasury $ 192,814  166,689  26,125  —  —  

  

Cash and Cash Equivalents N/A 136  136  —  —  —  

Total Cash and Investments outside City Treasury $ 136  136  —  —  —  

Commercial Paper

Cash and Investments outside City Treasury

Investments

U.S. Treasury Notes

Fair Value Measurements Using

June 30, 2016
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The Enterprise’s cash, cash equivalents, and investments are shown on the accompanying statements of net 
position as follows: 

 

The following table shows the percentage distribution of the City’s pooled investments by maturity: 

 
 
 
 
 
 
 
 
 
 
 
 

2017 2016

Current assets:
Cash and investments with City Treasury $ 319,162  323,916  
Cash and investments outside City Treasury 34  136  
Restricted cash and investments outside City Treasury 107,188  192,814  

Non-current assets:
Restricted cash and investments with City Treasury 100,701  123,328  

Total cash, cash equivalents, and investments $ 527,085  640,194  

Fiscal years 

ended June 30 Under 1 1 to less than 6 6 to less than 12 12 to 60

2017 20.1% 21.2% 18.0% 40.7%

2016 18.4% 23.2% 20.3% 38.1%

Investment maturities (in months)
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(4) Capital Assets 

Capital assets with a useful life of 50 years or greater include buildings and structures, reservoirs, dams, 
treatment plants, pump stations, certain water mains and pipelines, sewer systems, tunnels, and bridges. 

Capital assets as of June 30, 2017 and 2016 consist of the following: 

 

  
* Decrease in construction work in progress includes $423 in capital project write-offs, mainly related to Harry Tracy Treatment Plant, San 
Antonio Pipeline Project, and Peninsula Pipeline Seismic Upgrade. 
 

2016 Increases Decreases 2017

Capital assets not being depreciated and amortized:
Land $ 26,811  —  (34) 26,777  
Intangible assets 679  —  —  679  
Construction work in progress 987,780  272,318  (64,258) * 1,195,840  

Total capital assets not being depreciated and amortized 1,015,270  272,318  (64,292) 1,223,296  

Capital assets being depreciated and amortized:
Facilities and improvements 4,759,140  60,674  —  4,819,814  
Intangible assets 18,214  255  —  18,469  
Machinery and equipment 277,447  4,834  (1,415) 280,866  

Total capital assets being depreciated and amortized 5,054,801  65,763  (1,415) 5,119,149  

Less accumulated depreciation and amortization for:
Facilities and improvements (982,075) (103,422) —  (1,085,497) 
Intangible assets (13,050) (1,427) —  (14,477) 
Machinery and equipment (176,445) (13,977) 1,415  (189,007) 

Total accumulated depreciation and amortization (1,171,570) (118,826) 1,415  (1,288,981) 

Total capital assets being depreciated and amortized, net 3,883,231  (53,063) —  3,830,168  

Total capital assets, net $ 4,898,501  219,255  (64,292) 5,053,464  

* Decrease in construction work in progress includes $2,448 in capital project write-offs, mainly related to Auxiliary Water Supply System, Local Water

Repairs and Replacement, and Building & Grounds Improvements projects.

2015 Increases Decreases 2016

Capital assets not being depreciated and amortized:
Land $ 26,811  —  —  26,811  
Intangible assets 679  —  —  679  
Construction work in progress 1,176,805  346,261  (535,286) * 987,780  

Total capital assets not being depreciated and amortized 1,204,295  346,261  (535,286) 1,015,270  

Capital assets being depreciated and amortized:
Facilities and improvements 4,225,866  533,274  —  4,759,140  
Intangible assets 16,674  1,540  —  18,214  
Machinery and equipment 271,545  6,095  (193) 277,447  

Total capital assets being depreciated and amortized 4,514,085  540,909  (193) 5,054,801  

Less accumulated depreciation and amortization for:
Facilities and improvements (892,418) (89,657) —  (982,075) 
Intangible assets (10,109) (2,941) —  (13,050) 
Machinery and equipment (162,569) (14,068) 192  (176,445) 

Total accumulated depreciation and amortization (1,065,096) (106,666) 192  (1,171,570) 

Total capital assets being depreciated and amortized, net 3,448,989  434,243  (1) 3,883,231  

Total capital assets, net $ 4,653,284  780,504  (535,287) 4,898,501  
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GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 Financial Accounting Standards Board (FASB) and American Institute of Certified 
Public Accountants (AICPA) Pronouncements, requires that interest expense incurred during construction 
of assets be capitalized. Interest included in the construction work in progress and total interest expense 
incurred during the years ended June 30, 2017 and 2016 are as follows: 

 

During fiscal years ended 2017 and 2016, the Enterprise expensed $2,448 and $423, respectively, related to 
design and planning costs on certain projects. The amounts of the write-offs were recognized as other 
operating expenses in the accompanying statements of revenues, expenses, and changes in net position. 
 

(5) Restricted Assets 

Pursuant to the Indentures, all revenues of the Enterprise (except amounts on deposit in the rebate fund) are 
irrevocably pledged to the punctual payment of debt service on the Water Revenue and Refunding Bonds. 
Accordingly, the revenues of the Enterprise shall not be used for any other purpose while any of its Water 
Revenue and Refunding Bonds are outstanding, except as expressly permitted by the Indentures. Further, 
all revenues shall be deposited by the City Treasurer, by instruction of the Enterprise, in special funds 
designated as the Water Enterprise Revenue Fund (the Water Revenue Fund), which must be maintained in 
the City Treasury. These funds, held at the City Treasury, are recorded in the statement of net position of 
the Enterprise as cash and investments. Deposits in the Water Revenue Fund, including earnings thereon, 
shall be appropriated, transferred, expended, or used for the following purposes pertaining to the financing, 
maintenance, and operation of the Enterprise in accordance with the following priority: 

1. The payment of operation and maintenance expenses for such utility and related facilities; 
2. The payment of pension charges and proportionate payments to such compensation and other 

insurance or outside reserve funds as the Enterprise may establish or the Board of Supervisors 
may require with respect to employees of the Enterprise; 

3. The payment of principal, interest, reserve, sinking fund, and other mandatory funds created to 
secure Revenue Bonds issued by the Enterprise for the acquisition, construction, or extension of 
facilities owned, operated, or controlled by the Enterprise; 

4. The payment of principal and interest on General Obligation Bonds issued by the City for the 
Enterprise’s purposes; 

5. Reconstruction and replacement as determined by the Enterprise or as required by any of the 
Enterprise’s Revenue Bond ordinances duly adopted and approved; and 

6. The acquisition of land, real property, or interest in real property for, and the acquisition, 
construction, enlargement, and improvement of, new and existing buildings, structures, facilities, 
equipment, appliances, and other property necessary or convenient to the development or 
improvement of such utility owned, controlled, or operated by the Enterprise; and for any other 
lawful purpose of the Enterprise, including the transfer of surplus funds pursuant to the Charter. 

2017 2016

Interest expensed $ 148,075  153,258  

Interest included in construction work in progress 49,013  65,076  

Total interest incurred $ 197,088  218,334  
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In accordance with the Indenture, the bond financing program maintains that certain restricted cash and 
investment balances be held in trust. Restricted assets held in trust consisted of the following as of June 30, 
2017 and 2016: 

 

Restricted assets listed above as cash and investments with City Treasury are held in subfund accounts 
within the Water Revenue Fund of the City Treasury. 
 

(6) Short-Term Debt 

The Commission and the Board of Supervisors have authorized the issuance of up to $500,000 in 
commercial paper pursuant to the voter-approved 2002 Proposition E. Prior to June 2014, the $500,000 
commercial paper authorization was comprised of $250,000 pursuant to the voter-approved 2002 
Proposition A, and $250,000 pursuant to the voter-approved Proposition E. As of June 30, 2017 and 2016, 
no commercial paper was outstanding under Proposition A. Amounts outstanding under Proposition E 
were $145,000 and $236,000, respectively. Commercial paper interest rates ranged from 0.1% to 1.3%. 

With maturities up to 270 days, the Enterprise intends to maintain the program by remarketing the 
commercial paper upon maturity over the near-to-medium term, at which time outstanding commercial 

2017 2016

Cash and investments with City Treasury:

Water revenue bond construction fund $ 100,701  123,328  

Cash and investments outside City Treasury:

1991 Capital Appreciation Bond 2,516  2,515  

2009A Water revenue bond fund —  13,710  

2009B Water revenue bond fund —  13,587  

2010ABC Water revenue bond fund 22,497  25,504  

2010D Water revenue bond fund 3,687  3,686  

2010E Water revenue bond fund 20,021  19,848  

2010F Water revenue bond fund —  6,882  

2010G Water revenue bond fund 21,917  21,732  

2011A Water revenue bond fund 1  24,234  

2011B Water revenue bond fund 1,168  1,173  

2011C Water revenue bond fund 1,354  1,359  

2011D Water revenue bond fund 2,235  2,245  

2012A Water revenue bond fund 2,938  27,974  

2012B Water revenue bond fund 782  781  

2012C Water revenue bond fund 4,435  4,433  

2012D Water revenue bond fund 2,405  2,404  

2015A Water revenue refunding bond fund —  57  

2016A Water revenue refunding bond fund 71  —  

2016B Water revenue refunding bond fund 13  —  

2016C Water revenue bond fund 316  —  

2009C Certificates of participation - 525 Golden Gate 1,737  1,736  

2009D Certificates of participation - 525 Golden Gate 6,871  6,868  

Commercial Paper - Tax Exempt 18  —  

Habitat reserve endowment fund 12,206  12,086  

Total cash and investments outside City Treasury 107,188  192,814  

Interest and other receivables:

Water bond construction fund including capacity fee receivables 4,100  4,512  
Total restricted assets $ 211,989  320,654  
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paper will likely be refunded with revenue bonds. This is being done to take advantage of the continued 
low interest rate environment. If the commercial paper interest rates rise to a level that exceeds these 
benefits, the Enterprise will refinance the commercial paper with the long-term, fixed-rate debt. 
 

(7) Changes in Long-Term Liabilities 

Long-term liability activities for the years ended June 30, 2017 and 2016 are as follows:  

 

Maturity Due

Interest (Calendar within

rate * Year) 2016 Additions Reductions 2017 one year

Revenue Bonds:

2006B revenue refunding bonds 2016 $ 78,635  —  (78,635) —  —  

2006C revenue refunding bonds 4.00 – 5.00 2016 24,630  —  (24,630) —  —  

2009A revenue bonds 4.00 – 5.30 2019 324,780  —  (304,570) 20,210  3,325  

2009B revenue bonds 4.00 – 5.00 2019 364,655  —  (344,725) 19,930  5,020  

2010A revenue bonds 2.00 – 5.00   2019 41,965  —  (38,450) 3,515  480  

2010B revenue bonds (Build America) 4.00 – 6.00   2040 417,720  —  (10,625) 407,095  10,905  

2010D revenue refunding bonds 3.00 – 5.00   2021 86,105  —  (10,905) 75,200  11,465  

2010E revenue bonds (Build America) 4.90 – 6.00 2040 344,200  —  —  344,200  —  

2010F revenue bonds 3.00 – 5.50 2021 177,665  —  (147,330) 30,335  3,235  

2010G revenue bonds (Build America)            6.95 2050 351,470  —  —  351,470  —  

2011A revenue bonds 4.30 – 5.00 2041 602,715  —  —  602,715  —  

2011B revenue bonds 3.50 – 5.00 2041 28,525  —  —  28,525  435  

2011C revenue bonds 3.00 – 5.00 2041 30,140  —  —  30,140  —  

2011D revenue refunding bonds 4.00 – 5.00 2028 47,165  —  —  47,165  —  

2012A revenue bonds 4.00 – 5.00 2043 591,610  —  —  591,610  —  

2012B revenue bonds 4.00 – 5.00 2043 16,520  —  —  16,520  —  

2012C1 revenue refunding bonds 4.00 – 5.00 2031 24,180  —  —  24,180  —  

2012C2 revenue refunding bonds 4.00 – 5.00 2032 69,570  —  —  69,570  —  

2012D revenue refunding bonds 1.80 – 5.00 2019 24,040  —  —  24,040  —  

2015A revenue refunding bonds 2.00 – 5.00 2036 429,600  —  —  429,600  —  

2016A revenue refunding bonds 4.00 – 5.00 2039 —  763,005  —  763,005  —  

2016B revenue refunding bonds 1.50 – 5.00 2030 —  130,815  (11,390) 119,425  8,545  

2016C revenue bonds 0.87 – 3.95 2046 —  259,350  —  259,350  5,465  

Less issuance discount —  (191) 10  (181) —  

Add issuance premiums 181,564  164,833  (49,049) 297,348  —  

Total revenue bonds payable 4,257,454  1,317,812  (1,020,299) 4,554,967  48,875  

1991 capital appreciation bonds               0.00 2019 5,860  418  —  6,278  —  

2009C certificates of participation (COPs)     2.00 – 5.00 2022 18,906  —  (2,313) 16,593  2,431  

2009C COPs issuance premiums 841  —  (211) 630  —  

2009D COPs (Build America) 6.36 – 6.49 2041 92,499  —  —  92,499  —  

Other post-employment benefits obligations 111,546  17,849  (8,065) 121,330  —  

Net pension liability 108,024  181,175  (29,243) 259,956  —  

Accrued vacation and sick leave 10,456  10,314  (9,759) 11,011  6,166  

Accrued workers’ compensation 8,814  2,976  (2,701) 9,089  1,612  

Damage claims liability 16,900  9,085  (15,247) 10,738  3,616  

Wholesale balancing account 21,539  21,932  —  43,471  8,214  

Pollution remediation obligation 2,966  —  (498) 2,468  —  

Total $ 4,655,805  1,561,561  (1,088,336) 5,129,030  70,914  

* After adjusting for the federal interest subsidy, the true interest costs for revenue bonds 2010 Series B, E, and G, all issued as Build America Bonds, are 3.9%, 3.8%,

and 4.5%, respectively. After adjusting for the federal interest subsidy, the true interest cost for the certificates of participation 2009 Series D, also issued as Build

America Bonds, is 4.3%.

4.00 % – 5.00 %



SAN FRANCISCO WATER ENTERPRISE 
Notes to Financial Statements 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

 

 33 (Continued) 

 

The payments of principal and interest amounts on various bonds are secured by net revenues of the 
Enterprise. 

(a) Capital Appreciation Bonds 

The capital appreciation bonds mature from November 1, 2018 and November 1, 2019. The bonds 
were insured by Municipal Bond Insurance Association (MBIA) and carried “Aaa” and “AAA” 
ratings from Moody’s and S&P, respectively. In February 2009, the bonds were further reinsured by 
National Public Finance Guarantees Corp. (NPFGC) and carried “Baa1” and “A” ratings from 
Moody’s and S&P, respectively. On May 29, 2013, the SFPUC transferred $2,500 to U.S. Bank, 
trustee of the 1991 Series A San Francisco Water Revenue Bonds (the Bonds), for the purpose of 
replacing the debt service reserve surety policy that had been satisfying the reserve requirement of 

Maturity Due

Interest (Calendar within

rate * Year) 2015 Additions Reductions 2016 one year

Revenue Bonds:

2006B revenue refunding bonds 2026 $ 82,850  —  (4,215) 78,635  8,505  

2006C revenue refunding bonds 4.00 – 5.00 2026 27,685  —  (3,055) 24,630  3,190  

2009A revenue bonds 4.00 – 5.30 2039 327,790  —  (3,010) 324,780  3,165  

2009B revenue bonds 4.00 – 5.00 2039 369,195  —  (4,540) 364,655  4,770  

2010A revenue bonds 2.00 – 5.00   2030 42,400  —  (435) 41,965  455  

2010B revenue bonds (Build America) 4.00 – 6.00   2040 417,720  —  —  417,720  10,625  

2010C revenue refunding bonds 5.00 2015 4,190  —  (4,190) —  —  

2010D revenue refunding bonds 3.00 – 5.00   2021 92,100  —  (5,995) 86,105  10,905  

2010E revenue bonds (Build America) 4.90 – 6.00 2040 344,200  —  —  344,200  —  

2010F revenue bonds 3.00 – 5.50 2030 177,665  —  —  177,665  —  

2010G revenue bonds (Build America)             6.95 2050 351,470  —  —  351,470  —  

2011A revenue bonds 4.30 – 5.00 2041 602,715  —  —  602,715  —  

2011B revenue bonds 3.50 – 5.00 2041 28,525  —  —  28,525  —  

2011C revenue bonds 3.00 – 5.00 2041 30,140  —  —  30,140  —  

2011D revenue refunding bonds 4.00 – 5.00 2028 51,420  —  (4,255) 47,165  —  

2012A revenue bonds 4.00 – 5.00 2043 591,610  —  —  591,610  —  

2012B revenue bonds 4.00 – 5.00 2043 16,520  —  —  16,520  —  

2012C1 revenue refunding bonds 4.00 – 5.00 2031 24,180  —  —  24,180  —  

2012C2 revenue refunding bonds 4.00 – 5.00 2032 69,570  —  —  69,570  —  

2012D revenue refunding bonds 1.80 – 5.00 2019 24,040  —  —  24,040  —  

2015A revenue refunding bonds 2.00 – 5.00 2036 429,600  —  —  429,600  —  

For issuance premiums 193,242  —  (11,678) 181,564  —  

Total revenue bonds payable 4,298,827  —  (41,373) 4,257,454  41,615  

1991 capital appreciation bonds               0.00 2019 5,471  389  —  5,860  —  

2009C certificates of participation (COPs)     2.00 – 5.00 2022 21,106  —  (2,200) 18,906  2,313  

2009C COPs issuance premiums 1,075  —  (234) 841  —  

2009D COPs (Build America) 6.36 – 6.49 2041 92,499  —  —  92,499  —  

Other post-employment benefits obligations 104,263  14,691  (7,408) 111,546  —  

Net pension liability 84,374  51,930  (28,280) 108,024  —  

Accrued vacation and sick leave 10,765  9,064  (9,373) 10,456  5,924  

Accrued workers’ compensation 9,262  2,135  (2,583) 8,814  1,551  

Damage claims liability 19,710  2,933  (5,743) 16,900  6,094  

Wholesale balancing account 2,224  19,315  —  21,539  8,088  

Pollution remediation obligation 10,898  —  (7,932) 2,966  —  

Total $ 4,660,474  100,457  (105,126) 4,655,805  65,585  

* After adjusting for the federal interest subsidy, the true interest costs for revenue bonds 2010 Series B, E, and G, all issued as Build America Bonds, are 3.9%, 3.8%,

and 4.5%, respectively. After adjusting for the federal interest subsidy, the true interest cost for the certificates of participation 2009 Series D, also issued as Build

America Bonds, is 4.3%.

4.00 % – 5.00 %
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the bonds. The surety policy had been provided by NPFGC. With this transfer, the surety policy is 
effectively terminated. The amount deposited with the U.S. Bank will continue to satisfy the reserve 
requirement on the bonds. Interest on the capital appreciation bonds is due upon maturity and is 
recognized as annual interest expense over the life of the bonds using the interest method. The 
Enterprise has recognized $6,278 and $5,860 of unpaid principal and interest on the capital 
appreciation bonds as of June 30, 2017 and 2016, respectively, and has reported it as capital 
appreciation bonds in the accompanying statements of net position. 

(b) Water Revenue Refunding Bonds 2006 Series B 

During fiscal year 2006, the Enterprise issued revenue refunding bonds, 2006 Series B in the amount 
of $110,065. The purpose of the bonds is to refund a portion of the 1996 Series A bonds and the 
2001 Series A bonds. The bonds were insured by Syncora (formerly, XL Capital) and carried “Aaa” 
and “AAA” ratings from Moody’s and S&P, respectively. As of June 30, 2017, Syncora was rated 
“Ca” and “NR” by Moody’s and S&P, respectively. The 2006 Series B refunding bonds mature 
serially through 2026 with interest rates ranging from 4.0% to 5.0%. As of June 30, 2017 and 2016, 
the principal amount of 2006 Series B bonds outstanding was $0 and $78,635, respectively. 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee to 
refund, on a current basis, and redeem all of the outstanding 2006 Series B bonds. 

(c) Water Revenue Refunding Bonds 2006 Series C 

During fiscal year 2007, the Enterprise issued revenue refunding bonds, 2006 Series C in the amount 
of $48,730 for the purpose of refunding the remaining portion of the outstanding 1996 Series A 
bonds maturing on and after November 1, 2007 (the Refunded 1996 Series A bonds). The bonds 
were insured by Syncora (formerly XL Capital) and carried “Aaa” and “AAA” ratings from Moody’s 
and S&P, respectively. As of June 30, 2016, Syncora was rated “Ca” and “NR” by Moody’s and 
S&P, respectively. The 2006 Series C refunding bonds mature serially through fiscal year 2027 with 
interest rates ranging from 4.0% to 5.0%. As of June 30, 2017 and 2016, the principal amount of 
2006 Series C bonds outstanding was $0 and $24,630, respectively 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee to 
refund, on a current basis, and redeem all of the outstanding 2006 Series C bonds. 

(d) Water Revenue Bonds 2009 Series A 

On April 16, 2015, the Enterprise issued $429,600 of the 2015 Series A revenue bonds for the 
purpose of refunding $431,860 of the then outstanding 2006 Series A revenue bonds and $39,030 of 
the 2009 Series A revenue bonds. The 2015 bonds bear coupon rates of 2.0% and 5.0% and mature 
serially from 2018 to 2036. The refunded 2009 Series A bonds carried coupon rates of 5.0% and 
matured serially between 2023 and 2026. Although the refunding resulted in the recognition of a 
deferred accounting loss of $6,168, the economic gain was $2,559 or 6.6% of the refunded principal. 
The remaining 2009 Series A bonds not refunded included serial and term bonds with interest rates 
ranging from 4.0% to 5.3%. The Bonds mature through November 1, 2039. 

A portion of the proceeds of the 2015 Series A revenue refunding bonds was deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated April 1, 2015, to 
refund and legally defease a portion of the outstanding 2009 Series A bonds. This deposit, together 
with certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
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The principal and interest on monies held by the escrow agent will be sufficient to refund and legally 
defease the 2009 Series A bonds maturing on November 1, 2023 to and including November 1, 2026. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2009 Series A bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease bonds maturing November 1, 2020 through and 
including November 1, 2022 and November 1, 2026 to and including November 1, 2039. As of June 
30, 2017 and 2016, the principal amount of 2009 Series A bonds outstanding was $20,210 and 
$324,780, respectively. 

(e) Water Revenue Bonds 2009 Series B 

During fiscal year 2010, the Enterprise issued revenue bonds, 2009 Series B in the amount of 
$412,000. The purpose of the bonds is to provide $377,778 in new money for WSIP capital projects, 
with the balance applied to financing costs and a cash-funded debt service reserve. The bonds were 
rated “AA-” and “A1” from S&P and Moody’s, respectively. The bonds include serial and term 
bonds with interest rates varying from 4.0% to 5.0%. The bonds mature through November 1, 2039. 
The 2009 Series B bonds have a true interest cost of 4.5%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. Prepayment proceeds in the amount of $24,014 were deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to 
refund and legally defease a portion of the outstanding 2009 Series B bonds. This deposit, together 
with certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2009 Series B bonds maturing November 1, 2013 through 2018. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2009 Series B bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease all of the maturities of the 2009 Series B bonds 
starting on November 1, 2020 and thereafter. As of June 30, 2017 and 2016, the principal amount of 
2009 Series B bonds outstanding was $19,930 and $364,655, respectively. 

(f) Water Revenue Bonds 2010 Series ABC 

In fiscal year 2010, the Enterprise issued revenue bonds, 2010 Series ABC in the combined principal 
amount of $488,705. The purpose of the bonds is to refund $14,400 of outstanding 2001 Series A 
revenue bonds, to provide $58,748 in proceeds for the Advanced Meter Infrastructure System (AMI) 
Project and to provide $364,757 in new money for WSIP capital projects, with the balance applied to 
financing costs and a cash-funded debt service reserve fund. The bonds were rated “AA-” and “Aa2” 
from S&P and Moody’s, respectively. The bonds included serial and term bonds with interest rates 
ranging from 2.0% to 6.0%. 
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The 2010 Series A Bonds in the par amount of $56,945 were issued as tax-exempt bonds to provide 
funds for the SFPUC’s AMI Project and pay financing costs. The 2010 Series A bonds were issued 
as serial bonds with coupons ranging from 2.0% to 5.0% and have a final maturity of 2030. The 
Series A bonds have a true interest cost of 3.8%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. Prepayment proceeds in the amount of $11,681 were deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to 
refund and legally defease a portion of the outstanding 2010 Series A bonds. This deposit, together 
with certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2010 Series A bonds maturing November 1, 2013 through 2018. 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2010 Series A bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to redeem all of the maturities of the 2010 Series A bonds starting on 
November 1, 2020 and thereafter. As of June 30, 2017 and 2016, the principal amount of 2010 Series 
A bonds outstanding was $3,515 and $41,965, respectively. 

The 2010 Series B Bonds in the par amount of $417,720 were issued as taxable Build America 
Bonds (with Direct Pay Subsidy) to provide $364,757 in new money for WSIP capital projects and 
pay financing costs. The 2010 Series B bonds were issued as serial and term bonds with coupons 
ranging from 4.0% to 6.0% and have a final maturity of 2040. The Series B bonds have a true 
interest cost (net of federal subsidy) of 3.9%. As of June 30, 2017 and 2016, the principal amount 
outstanding was $407,095 and $417,720, respectively. 

The 2010 Series C Bonds in the par amount of $14,040 were issued to advance refund a portion of 
the outstanding 2001 Series A bonds and pay financing costs. The 2010 Series C bonds were issued 
as serial bonds with 5.0% coupons and a final maturity in November 2015. The Series C bonds have 
a true interest cost of 1.6%. As of June 30, 2017 and 2016, the principal amount outstanding was $0. 

(g) Water Revenue Bonds 2010 Series DE 

In July 2010, the Enterprise issued revenue bonds 2010 Series DE in the combined principal amount 
of $446,925. The purpose of the bonds is to advance refund $31,570 of outstanding 2002 Series A 
revenue bonds and to provide $372,689 in new money for WSIP capital projects, with the balance 
applied to financing costs and a cash-funded debt service reserve fund. The bonds were rated “AA-” 
and “Aa2” from S&P and Moody’s, respectively. The bonds included serial and term bonds with 
interest rates ranging from 3.0% to 6.0%. 

The 2010 Series D Bonds in the par amount of $102,725 were issued as tax-exempt bonds to provide 
$72,243 in new money for WSIP capital projects and $35,080 to advance refund a portion of 
outstanding 2002 Series A revenue bonds. The Series D bonds were issued as serial bonds with 
coupons ranging from 3.0% to 5.0% and have a final maturity of 2021. The Series D bonds have a 
true interest cost of 2.5%. 
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On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $12,360 of the repayment proceeds were deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund 
and legally defease a portion of the outstanding 2010 Series D bonds. BAWSCA repayment funds 
were combined with $165 from the 2010 Series D Capitalized Interest Account. This deposit, 
together with certain other available monies, was held by the escrow agent under the Escrow 
Agreement and invested in non-callable Federal Securities consisting of United States Treasury 
Securities - SLGS. The principal and interest on monies held by the escrow agent will be sufficient 
to partially defease a portion of the 2010 Series D bonds maturing November 1, 2015 through 2017. 
As of June 30, 2017 and 2016, the principal amount of 2010 Series D bonds outstanding was 
$75,200 and $86,105, respectively. 

The 2010 Series E Bonds in the par amount of $344,200 were issued as taxable Build America 
Bonds (with Direct Pay Subsidy) to provide $300,446 in new money proceeds for WSIP capital 
projects. The Series E bonds were issued as serial and term bonds with coupons ranging from 4.9% 
to 6.0% and have a final maturity of 2040. The Series E bonds have a true interest cost (net of federal 
subsidy) of 3.8%. As of June 30, 2017 and 2016, the principal amount of 2010 Series E bonds 
outstanding was $344,200. 

(h) Water Revenue Bonds 2010 Series FG 

In December 2010, the Enterprise issued revenue bonds 2010 Series FG in the combined principal 
amount of $532,430. The purpose of the bonds is to provide $437,980 in new money for WSIP 
capital projects, with the balance applied to financing costs and a cash-funded debt service reserve. 
The bonds were rated “AA-” and “Aa2” from S&P and Moody’s, respectively. The bonds included 
serial and term bonds with interest rates ranging from 3.0% to 6.9%. 

The $180,960 Series F bonds were issued as tax-exempt bonds to provide $149,728 in new money 
for WSIP capital projects. The Series F bonds were issued as serial and term bonds with coupons 
ranging from 3.0% to 5.5% and have a final maturity of 2030. The Series F bonds have a true interest 
cost of 4.8%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $3,646 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2010 Series F bonds. BAWSCA repayment funds were 
combined with $131 from the 2010 Series F Capitalized Interest Account. This deposit, together with 
certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2010 Series F bonds maturing November 1, 2017 and 2018. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2010 Series F bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease all of the maturities of the 2010 Series F bonds 
starting on November 1, 2021 and thereafter. As of June 30, 2017 and 2016, the principal amount of 
2010 Series F bonds outstanding was $30,335 and $177,665, respectively. 
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The $351,470 Series G bonds were issued as taxable Build America Bonds (with Direct Pay 
Subsidy) to provide $288,252 in new money for WSIP capital projects. The Series G bonds were 
issued as term bonds with a coupon of 7.0% and have a final maturity of 2050. The Series G bonds 
have a true interest cost (net of federal subsidy) of 4.5%. As of June 30, 2017 and 2016, the principal 
amount of 2010 Series G bonds outstanding was $351,470. 

(i) Water Revenue Bonds 2011 Series ABCD  

In August 2011, the Enterprise issued revenue bonds, 2011 Series ABCD in the combined principal 
amount of $720,750. The purpose of the bonds is to provide new money for WSIP capital projects, to 
finance Hetch Hetchy Water Improvements, and to finance the Local Water Main Replacement 
Projects, as well as refund $56,670 of outstanding 2001 Series A and 2002 Series A revenue bonds, 
with the balance applied to financing costs and a cash-funded debt service reserve. The bonds were 
rated “AA-” and “Aa3” from S&P and Moody’s, respectively. The bonds included serial and term 
bonds with interest rates varying from 3.0% to 5.0%. 

The $602,715 Series A bonds were issued as tax-exempt bonds to provide $525,000 in new money 
for WSIP capital projects. The Series A bonds were issued as serial and term bonds with coupons 
ranging from 4.3% to 5.0% and have a final maturity of 2041. The Series A bonds have a true 
interest cost of 4.6%. As of June 30, 2017 and 2016, the principal amount of Series A bonds 
outstanding was $602,715. 

The $28,975 Series B bonds were issued as tax-exempt bonds to provide $27,710 to finance 
improvements to certain up-country water storage and transmission facilities under the jurisdiction of 
Hetch Hetchy Water and Power and CleanPowerSF. The Series B bonds were issued as serial and 
term bonds with coupons ranging from 3.5% to 5.0% and have a final maturity of 2041. The Series B 
bonds have a true interest cost of 4.5%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $515 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2011 Series B bonds. This deposit, together with certain 
other available monies, was held by the escrow agent under the Escrow Agreement and invested in 
non-callable Federal Securities consisting of United States Treasury Securities - SLGS. The principal 
and interest on monies held by the escrow agent will be sufficient to partially defease a portion of the 
2011 Series B bonds maturing November 1, 2017 through 2018. As of June 30, 2017 and 2016, the 
principal amount of 2011 Series B bonds outstanding was $28,525. 

The $33,595 Series C bonds were issued as tax-exempt bonds to provide $33,772 to finance certain 
water main replacement projects within the City. The Series C bonds were issued as serial and term 
bonds with coupons ranging from 3.0% to 5.0% and have a final maturity of 2041. The Series C 
bonds have a true interest cost of 4.4%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $3,824 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2011 Series C bonds. This deposit, together with certain 
other available monies, was held by the escrow agent under the Escrow Agreement and invested in 
non-callable Federal Securities consisting of United States Treasury Securities - SLGS. The principal 
and interest on monies held by the escrow agent will be sufficient to partially defease a portion of the 
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2011 Series C bonds maturing November 1, 2014 through 2018. As of June 30, 2017 and 2016, the 
principal amount of 2011 Series C bonds outstanding was $30,140. 

The $55,465 Series D bonds were issued as tax-exempt bonds to provide $59,381 to refund, on a 
current basis, a portion of the 2001 Series A bonds as well as refund, on an advance basis, a portion 
of the 2002 Series A bonds. The Series D bonds were issued as serial bonds with coupons ranging 
from 4.0% to 5.0% and have a final maturity of 2028. The Series D bonds have a true interest cost of 
3.8%. As of June 30, 2017 and 2016, the principal amount of 2011 Series D bonds outstanding was 
$47,165. 

(j) Water Revenue Bonds 2012 Series ABC 

In June 2012, the Enterprise issued revenue bonds, 2012 Series ABC in the combined principal 
amount of $701,880. The purpose of the bonds was to provide $530,000 of new money for WSIP 
capital projects, $15,750 to reimburse the Enterprise for costs to settle litigation arising out of certain 
capital projects of benefit to the Enterprise, and to refund $99,180 of outstanding 2001 Series A and 
2002 Series A revenue bonds, with the balance applied to financing costs and a cash-funded debt 
service reserve. The bonds were rated “AA-” and “Aa3” from S&P and Moody’s, respectively. The 
bonds included serial and term bonds with interest rates varying from 4.0% to 5.0%. 

The $591,610 Series A bonds were issued as tax-exempt bonds to provide $530,000 in new money 
for WSIP capital projects. The Series A bonds were issued as serial and term bonds with coupons 
ranging from 4.0% to 5.0% and have a final maturity of 2043. The Series A bonds have a true 
interest cost of 4.3%. As of June 30, 2017 and 2016, the principal amount of 2012 Series A bonds 
outstanding was $591,610. 

The $16,520 Series B bonds were issued as tax-exempt bonds to reimburse the Enterprise $15,750 
for costs to settle litigation arising out of certain capital projects of benefit to the Enterprise. The 
Series B bonds were issued as serial and term bonds with coupons ranging from 4.0% to 5.0% and 
have a final maturity of 2043. The Series B bonds have a true interest cost of 4.1%. As of June 30, 
2017 and 2016, the principal amount of 2012 Series B bonds outstanding was $16,520. 

The $93,750 Series C bonds were issued as tax-exempt bonds to provide $101,147 to refund, on a 
current basis, a portion of the 2001 Series A bonds as well as refund, on an advance basis, a portion 
of the 2002 Series A bonds. The Series C bonds were issued as serial bonds with coupons ranging 
from 4.0% to 5.0% and have a final maturity of 2032. The Series C bonds have a true interest cost of 
3.7%. As of June 30, 2017 and 2016, the principal amount of 2012 Series C bonds outstanding was 
$93,750. 

(k) Water Revenue Refunding Bonds 2012 Series D 

In August 2012, the Enterprise issued tax-exempt revenue bonds, 2012 Series D in the amount of 
$24,040 for the purpose of refunding the remaining portion of the outstanding 2002 Series B bonds 
maturing on and after November 1, 2013. The bonds carried “Aa3” and “AA-” ratings from Moody’s 
and S&P, respectively. The 2012 Series D refunding bonds include serial bonds with interest rates 
ranging from 1.8% to 5.0% and have a final maturity in 2019. The Series D bonds have a true 
interest cost of 1.34%. Unamortized 2002 Series B bond issuance costs were $258 at the date of the 
refunding. The refunding resulted in the recognition of a deferred accounting loss of $582, $108 
gross debt service savings over the next seven-year terms, and an economic gain of $1,397 or 5.8% 
of the refunded principal. As of June 30, 2017 and 2016, the principal amount of 2012 Series D 
bonds outstanding was $24,040. 
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(l) Water Revenue Refunding Bonds 2015 Series A 

In April 2015, the Enterprise issued tax-exempt revenue bonds, 2015 Series A in the amount of 
$429,600 for the purpose of refunding all the outstanding 2006 Series A bonds maturing on and after 
November 1, 2015 and portion of the outstanding 2009 Series A bonds maturing on and after 
November 1, 2023. The bonds carried “Aa3” and “AA-” ratings from Moody’s and S&P, 
respectively. The 2015 Series A bonds include serial bonds with interest rates varying from 2.00% to 
5.00% and have a final maturity in 2036. The Series A bonds have a true interest cost of 3.25%. 
Unamortized 2006 Series A bond issuance costs were $1,392, and there were no unamortized bond 
issuance costs for 2009 Series A bonds at the date of the refunding. The refunding resulted in the 
recognition of a deferred accounting loss of $25,365, gross debt service savings of $28,148 over the 
next 20 two-year terms, and an economic gain of $48,561 or 10.3% of refunded principal. As of June 
30, 2017 and 2016, the principal amount of 2015 Series A bonds outstanding was $429,600. 

(m) Water Revenue Refunding Bonds 2016 Series AB 

In October 2016, the Enterprise issued tax-exempt revenue bonds, 2016 Series AB in the aggregate 
amount of $893,820. The 2016 Series A bonds were issued for the purpose of refunding a portion of 
the outstanding 2009 Series A bonds maturing on and after November 1, 2020, a portion of the 
outstanding 2009 Series B bonds maturing on and after November 1, 2020, and a portion of the 
outstanding 2010 Series F bonds maturing on and after November 1, 2021. The 2016 Series B bonds 
were issued for the purpose of refunding, on a current basis, all the outstanding 2006 Series B and 
Series C bonds, and a portion of the outstanding 2010 Series A bonds maturing on and after 
November 1, 2020, The bonds carried “Aa3” and “AA-” ratings from Moody’s and S&P, 
respectively. The 2016 Series AB bonds include serial bonds with interest rates varying from 1.50% 
to 5.00% and have a final maturity in 2039. The Series AB bonds have a true interest cost of 2.85%. 
Unamortized bond issuance costs at the date of refunding were $145 for 2006 Series B bonds and 
$54 for 2006 Series C bonds. The refunding resulted in the recognition of a deferred accounting loss 
of $106,205, gross debt service savings of $135,966, and an economic gain of $107,152 or 11.52% 
of refunded principal. As of June 30, 2017, the principal amount of 2016 Series AB bonds 
outstanding was $882,430. 

(n) Water Revenue Bonds 2016 Series C 

In December 2016, the Enterprise issued taxable bonds, 2016 Series C in the amount of $259,350. 
The bonds were issued as Green Bonds. The purpose of the bonds was to refund all of the 
outstanding taxable commercial paper notes in the approximate amount of $237,000, and to provide 
$19,975 of new money for WSIP capital projects. The bonds carried “Aa3” and “AA-” ratings from 
Moody’s and S&P, respectively. The 2016 Series C bonds include serial bonds with interest rates 
varying from 0.87% to 3.95% and have a final maturity in 2046, and two term bonds with 4.035% 
and 4.185% interest rates and final maturities of 2041 and 2046. The Series C bonds have a true 
interest cost of 3.97%. As of June 30, 2017, the principal amount of 2016 Series C bonds outstanding 
was $259,350. 
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(o) Future Annual Debt Service of Revenue Bonds 

The following table presents the future annual debt service relating to the revenue and refunding 
bonds outstanding as of June 30, 2017. The federal interest subsidy amounts represent 35.0%, 
excluding sequestration, of the interest for the revenue bond 2010 Series B, E, and G. 

 

As defined in the Indentures, the principal and interest of the Enterprise’s revenue and refunding 
bonds are payable from its revenues, as well as monies deposited in certain funds and accounts 
pledged thereto (See Note 5). 

(p) Proposition A 

On November 5, 2002, the San Francisco voters passed Proposition A, which provides for the 
issuance of revenue bonds and/or other forms of indebtedness by the Commission in a principal 
amount not to exceed $1,628,000 to finance the acquisition and construction of improvements to the 
City’s Water System. As of June 30, 2017, there was no commercial paper outstanding pursuant to 
this authorization and $1,348,335 of bonds had been issued in fiscal years 2006, 2010, and 2012 
against this authorization. 

(q) Proposition E 

On November 5, 2002, the San Francisco voters passed Proposition E, which authorizes the Board of 
Supervisors’ approval of the issuance of revenue bonds and/or other forms of indebtedness by the 
Commission to finance costs for the Commission’s capital programs, including WSIP. As of June 30, 
2017, the Board of Supervisors has authorized the issuance of $3,734,700 in revenue bonds with 
$2,938,900 issued against this authorization. Additionally, $145,000 and $236,000 in commercial 
paper was outstanding pursuant to this authorization as of June 30, 2017 and 2016, respectively. 

Principal

Interest 

before 

subsidy

Federal 

interest 

subsidy*

Interest net 

of subsidy

Fiscal years ending June 30:
2018 $ 48,875  211,823  (22,059) 189,764  
2019 70,330  209,613  (21,905) 187,708  
2020 97,510  206,163  (21,734) 184,429  
2021 107,000  201,549  (21,550) 179,999  
2022 111,680  196,468  (21,346) 175,122  
2023-2027 646,925  893,746  (100,427) 793,319  
2028-2032 810,270  713,269  (86,249) 627,020  
2033-2037 1,022,500  482,259  (63,859) 418,400  
2038-2042 953,205  221,792  (34,669) 187,123  
2043-2047 291,825  65,368  (16,910) 48,458  
2048-2051 97,680  13,961  (4,549) 9,412  

4,257,800  3,416,011  (415,257) 3,000,754  

Less: Current portion (48,875) 
Less: Unamortized bond discount (181) 
Add: Unamortized bond premiums 297,348  

Long-term portion as of June 30, 2017 $ 4,506,092  

* The SFPUC received IRS notice dated August 3, 2016 that the federal interest subsidies on the 2010 Series B bonds, 2010 Series E bonds, 

and 2010 Series G bonds are reduced by 6.9%, or a total reduction of $30,776, due to sequestration over the remaining life of the bonds.
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(r) Certificates of Participation Issued for the 525 Golden Gate Avenue Headquarters Building 

In October 2009, the City issued $167,670 in certificates of participation to fund the headquarters 
building of the SFPUC at 525 Golden Gate Avenue. The 2009 Series C were issued for $38,120 and 
2009 Series D for $129,550 as “Build America Bonds” on a taxable basis under the 2009 American 
Recovery and Reinvestment Act. The 2009 Series C certificates carry interest rates ranging from 
2.0% to 5.0% and mature on November 1, 2022. The 2009 Series D certificates carry interest rates 
ranging from 6.4% to 6.5% and mature on November 1, 2041, after adjusting for the federal interest 
subsidy, the true interest cost averages 3.4% and 4.3% for Series C and Series D, respectively. 

Under the terms of a memorandum of understanding (MOU) between the City and the SFPUC dated 
October 1, 2009, the City conveyed the real property to the Trustee, the Bank of New York Mellon 
Trust Company, N.A., which was replaced by U.S. Bank in March 2014 under a property lease in 
exchange for the proceeds of the sale of the certificates. The Trustee has leased the property back to 
the City for the City’s use under a project lease. The City is obligated under the project lease to pay 
base rental payments and other payments to the Trustee each year during the 32-year term of the 
project lease. The Commission makes annual base rental payments to the City for the building equal 
to annual debt service on the certificates. It is anticipated these lease costs will be offset with 
reductions in costs associated with current office rental expense. 

Each of the three Enterprises has an ownership interest in the building equal to their projected usage 
of space as follows: Water (73%), Wastewater (15%), and Power (12%). Similarly, each Enterprise 
is responsible for a portion of the annual base rental payment based on their ownership percentages 
less contributed equity. The percentage share of base rental payments for the Enterprises is as 
follows: Water (71.4%), Wastewater (18.9%), and Power (9.7%). 

The future annual debt services relating to the certificates of participation 2009 Series C and D 
outstanding as of June 30, 2017 are as follows: 

 

Certificates of Participation 2009 Series C (Tax-Exempt) Principal Interest Total

Fiscal years ending June 30:

2018 $ 2,431  769  3,200  

2019 2,556  644  3,200  

2020 2,688  513  3,201  

2021 2,824  375  3,199  

2022 2,970  230  3,200  

2023 3,124  78  3,202  

16,593  2,609  19,202  

Less: Current portion (2,431) 

Add: Unamortized bond premiums     630  

      Long-term portion as of June 30, 2017 $ 14,792  
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(8) Revenue Pledge 

The Enterprise has pledged future revenues to repay various revenue bonds. Proceeds from the revenue 
bonds provided financing for various capital construction projects, and to refund previously issued bonds. 
The bonds are payable solely from revenues of the Enterprise through the fiscal year ending 2051. 

The original amount of revenue bonds issued, total principal and interest remaining, principal and interest 
paid during fiscal years 2017 and 2016, applicable net revenues and funds available for debt service are as 
follows: 

 

 
(9) Wholesale Balancing Account 

(a) Water Supply Agreement 

From 1984-2009, the Enterprise provided water service pursuant to the terms of the 1984 Water 
Settlement Agreement (WSA) and Master Water Sales Contract, which established the basis for 
water rates to be charged to those customers (Wholesale Customers). The Master Water Sales 
Contract expired on June 30, 2009. The Commission and the Wholesale Customers approved a WSA 
of a 25-year term with two options for five-year extensions. The existing 184 millions of gallons per 
day (mgd) Supply Assurance continues under the WSA and no increase in the Supply Assurance will 
be considered before December 31, 2018. During the period from 2009 to 2018, the WSA limits the 
quantity of water delivered to Retail Customers and Wholesale Customers from the watersheds to 
265 mgd. Under the WSA, annual operating expenses, including debt service on bonds sold to 
finance regional system improvements and regional capital projects funded from revenues, will be 
allocated between Retail Customers and Wholesale Customers on the basis of proportionate annual 

Principal
 Interest before 

subsidy 

 Federal interest 

subsidy * 

 Interest net of 

subsidy 

Fiscal years ending June 30:

2018 $ —  5,968  (1,945) 4,023  

2019 —  5,968  (1,945) 4,023  

2020 —  5,968  (1,945) 4,023  

2021 —  5,968  (1,945) 4,023  

2022 —  5,968  (1,945) 4,023  

2023-2027 13,909  28,116  (9,161) 18,955  

2028-2032 20,949  22,183  (7,229) 14,954  

2033-2037 25,811  14,651  (4,773) 9,878  

2038-2042 31,830  5,335  (1,739) 3,596  
      Total 100,125  (32,627) 67,498  

      Long-term portion as of June 30, 2017 $ 92,499  

Certificates of Participation 
2009 Series D (Taxable)

* The SFPUC received IRS notice dated August 3, 2016 that the federal interest subsidy on the 2009 Series D bonds is reduced by

6.9%, or a total reduction of $2,418, due to sequestration over the remaining life of the bonds.

2017 2016

Bonds issued with revenue pledge $ 4,455,785   4,288,095  

Principal and interest remaining due at the end of the year 7,673,811   7,599,211  

Principal and interest paid during the year 207,812     219,195  

Net revenues for the year ended June 30 251,405     229,160  

Funds available for debt service 394,440     391,893  
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water use. The original WSA stated the Wholesale Customers’ share of net book value of existing 
regional assets as of June 30, 2009 would be recovered on level annual payment over the 25-year 
term of the WSA at an interest rate of 5.13%. The 25-year term repayment obligation was settled in 
February 2013. The Wholesale Customers made an early repayment to the Enterprise of the 
outstanding balance of $356,139 as discussed further in the “BAWSCA Early Repayment” Section 
Note 9(b), of this report. The WSA continues much of the rate setting, accounting, and dispute 
resolution provisions contained in the expired contract, and has emergency and drought-pricing 
adjustment provisions. 

Pursuant to the terms of the WSA, the Enterprise is required to establish water rates applicable to the 
Wholesale Customers annually. The wholesale water rates are based on an estimate of the level of 
revenues necessary to recoup the cost of distributing water to the Wholesale Customers in 
accordance with the methodology outlined in Article V of the WSA (the Wholesale Revenue 
Requirement (WRR), previously known as the Suburban Revenue Requirement). During fiscal years 
ending in 2017 and 2016, the WRR, net of adjustments, charged to such wholesale customers was 
$205,934 and $209,111, respectively. Such amounts are subject to final review by the Wholesale 
Customers, along with a trailing wholesale balancing account compliance audit of the WRR 
calculation. 

Pursuant to Article VII, Section 7.02 of the WSA, the Enterprise is required to re-compute the WRR 
after the close of each fiscal year based on the actual costs incurred in the delivery of water to the 
Wholesale Customers. The difference between the wholesale revenues earned during the year and 
the “actual” WRR is recorded in a separate account (the Balancing Account) and represents the 
cumulative amount that is either owed to the Wholesale Customers (if the wholesale revenues exceed 
the WRR) or owed to the City (if the WRR exceeds the wholesale revenues paid). In accordance 
with Article VI of the WSA, the amount recorded in the Balancing Account shall earn interest at a 
rate equal to the average rate received by the City during the year on the invested pooled funds of the 
City Treasury, and shall be taken into consideration in the determination of subsequent wholesale 
water rates. The Enterprise owed the Wholesale Customers $43,471 and $21,539 for the years ended 
June 30, 2017 and 2016, respectively, an increase of $21,932. Refer to the compliance audit 
report for the final balancing account available at http://www.sfwater.org/index.aspx?page=345. 

In addition to advancing funds to acquire the pre-2009 assets as discussed previously, the Enterprise 
has also previously appropriated funds, advanced through rates charged to Retail Customers, for 
construction of capital projects that were not yet placed into service as of June 30, 2009. Wholesale 
Customers’ share of these construction work in progress costs is calculated in accordance with the 
provisions in the WSA, including a 10-year repayment term and payment of annual principal and 
interest rate calculated at 4.0% annually. The total obligation of the Wholesale Customers to the 
Enterprise is estimated at $9,542, and the level annual payment including principal and interest is 
approximately $1,159. The Wholesale Customers made the first annual payment as of June 30, 2015, 
and will end on June 30, 2024. 

(b) BAWSCA Early Repayment in Fiscal Year 2013

On February 27, 2013, the Wholesale Customers, through BAWSCA, made an early repayment to
the Commission of capital cost recovery payments in the amount of $356,139. Of this repayment
amount, $247,143 was deposited with the City Treasury for Retail Fund Balance accounts and
regional and local capital projects to be spent in fiscal years ended 2013, 2014, 2015, and 2016. As
of June 30, 2016, $0 remains to be appropriated in future capital projects. Another repayment of
$108,996 was deposited to the Escrow Account (U.S. Bank National Association) for advance
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refunding/defeasance of a portion of water revenue bonds 2006 Series A, 2009 Series A and B, 2010 
Series A, D, and F, and 2011 Series B and C. The Escrow Agent shall apply interest payments on the 
refunded bonds when they become due and to the principal amounts of the refunded bonds on their 
respective maturity dates, based on the Escrow Agreement. The defeasance of the refunded bonds 
and the deposit of monies with the escrow agent pursuant to the escrow agreement are authorized by 
and comply with the conditions and terms of the Enterprise Prepayment and Collection Agreement 
entered into between BAWSCA and the Enterprise, as well as the Enterprise Indenture. 
 

(10) Employee Benefits 

(a) Pension Plan 

The Enterprise participates in a cost-sharing multiple-employer defined benefit pension Plan (the 
Plan). The Plan is administered by the San Francisco City and County Employees’ Retirement 
System (SFERS). For purposes of measuring the net pension liability, deferred outflows/inflows of 
resources related to pensions, pension expense, information about the fiduciary net position of the 
SFERS plans, and additions to/deductions from the Plan’s fiduciary net position have been 
determined on the same basis as they are reported by Cheiron, the consulting actuary for the Plan. 
Benefit payments (including refunds of employee contributions) are recognized when currently due 
and payable in accordance with the benefit terms. Investments are reported at fair value. 

GASB Statement No. 68 requires that the reported results must pertain to liability and asset 
information within certain defined timeframes. For this report, the following timeframes are used: 
 

 
 
The City is an employer of the plan with a proportionate share of 94.22% as of June 30, 2016, and 
93.90% as of June 30, 2015 (measurement date). The Enterprise’s allocation percentage was 
determined based on the Enterprise’s employer contributions divided by the City’s total employer 
contributions for fiscal years 2016 and 2015. The Enterprise’s net pension liability, deferred 
outflows/inflows of resources related to pensions, amortization of deferred outflows/inflows, and 
pension expense to each department are based on its allocated percentage. The Enterprise’s 
allocation of the City’s proportionate share was 4.75% as of June 30, 2016, and 4.94% as of June 30, 
2015 (measurement date). 

Plan Description – The Plan provides basic service retirement, disability, and death benefits based 
on specified percentages of defined final average monthly salary and provides annual cost of living 
adjustments (COLA) after retirement. The Plan also provides pension continuation benefits to 
qualified survivors. The City Charter and the Administrative Code are the authorities, which 
establish and amend the benefit provisions and employer obligations of the Plan. 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 

Valuation Date (VD) June 30, 2015 updated to June 30, 2016
Measurement Date (MD) June 30, 2016
Measurement Period (MP) July 1, 2015 to June 30, 2016

Valuation Date (VD) June 30, 2014 updated to June 30, 2015
Measurement Date (MD) June 30, 2015
Measurement Period (MP) July 1, 2014 to June 30, 2015

San Francisco Employees’ Retirement System - Cost Sharing 

Fiscal year 2017

Fiscal year 2016
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Employees’ Retirement System, 1145 Market Street, 5th Floor, San Francisco, CA 94103 or by 
calling (415) 487-7000. 

Benefits – The Retirement System provides service retirement, disability, and death benefits based on 
specified percentages of defined final average monthly salary and annual COLA after retirement. 
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plan. 
The Retirement System pays benefits according to the category of employment and the type of 
benefit coverage provided by the City. The four main categories of Plan members are: 

a) Miscellaneous Non-Safety Members – staff, operational, supervisory, and all other eligible 
employees who are not in special membership categories. 

b) Sheriff’s Department and Miscellaneous Safety Members – sheriffs assuming office on and after 
January 7, 2012, and undersheriffs, deputized personnel of the Sheriff’s department, and 
miscellaneous safety employees hired on and after January 7, 2012. 

c) Firefighter Members – firefighters and other employees whose principal duties are in fire 
prevention and suppression work or who occupy positions designated by law as firefighter 
member positions. 

d) Police Members – police officers and other employees whose principal duties are in active law 
enforcement or who occupy positions designated by law as police member positions. 

The membership groups and the related service retirement benefits are included in the Notes to the 
Basic Financial Statements of San Francisco Employees’ Retirement System. 

All members are eligible to apply for a disability retirement benefit, regardless of age, when they 
have 10 or more years of credited service and they sustain an injury or illness that prevents them 
from performing their duties. Safety members are eligible to apply for an industrial disability 
retirement benefit from their first day on the job if their disability is caused by an illness or injury 
that they receive while performing their duties. 

All retired members receive a benefit adjustment each July 1, which is the Basic COLA. The 
majority of adjustments are determined by changes in Consumer Price Index with increases capped 
at 2%. The Plan provides for a Supplemental COLA in years when there are sufficient “excess” 
investment earnings in the Plan. The maximum benefit adjustment each July 1 is 3.5% including the 
Basic COLA. Effective July 1, 2012, voters approved changes in the criteria for payment of the 
Supplemental COLA benefit, so that Supplemental COLAs would only be paid when the Plan is also 
fully funded on a market value of assets basis. Certain provisions of this voter-approved proposition 
were challenged in the Courts. A decision by the California Courts modified the interpretation of the 
proposition. Effective July 1, 2012, members who retired before November 6, 1996 will receive a 
Supplemental COLA only when the Plan is also fully funded on a market value of assets basis. 
However, the “full funding” requirement does not apply to members who retired on or after 
November 6, 1996 and were hired before January 7, 2012. For all members hired before January 7, 
2012, all Supplemental COLAs paid to them in retirement benefits will continue into the future even 
where an additional Supplemental COLA is not payable in any given year. For members hired on 
and after January 7, 2012, a Supplemental COLA will only be paid to retirees when the Plan is fully 
funded on a market value of asset basis and in addition for these members, Supplemental COLAs 
will not be permanent adjustments to retirement benefits. That is, in years when a Supplemental 
COLA is not paid, all previously paid Supplemental COLAs will expire. 

Funding and Contribution Policy – Contributions are made to the basic plan by both the City and the 
participating employees. Employee contributions are mandatory as required by the Charter. 



SAN FRANCISCO WATER ENTERPRISE 
Notes to Financial Statements 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

 

 47 (Continued) 

Employee contribution rates for fiscal year 2017 varied from 7.5% to 12.0% as a percentage of gross 
covered salary. Most employee groups agreed through collective bargaining for employees to 
contribute the full amount of the employee contributions on a pretax basis. The Enterprise is required 
to contribute at an actuarially determined rate. Based on the July 1, 2015 actuarial report, the 
required employer contribution rate for fiscal year 2017 was 17.90% to 21.40%. 

Employer contributions and employee contributions made by the employer to the Plan are 
recognized when due and the employer has made a formal commitment to provide the contributions. 
The City’s proportionate share of employer contributions recognized by the Retirement System in 
fiscal years ended June 30, 2016 and 2015 (measurement periods) were $496,343 and $556,551, 
respectively. The Enterprise’s allocation of employer contributions for fiscal years 2016 and 2015 
(measurement periods) were $24,497 and $28,280, respectively. 

Pension Liabilities, Pension Expenses, and Deferred Outflows and Inflows of Resources Related to 
Pensions 

Fiscal Year 2017 

The City reported net pension liabilities for its proportionate share of the pension liability of the Plan 
of $5,476,653 as of June 30, 2017. The City’s net pension liability for the Plan is measured as the 
proportionate share of the net pension liability. The net pension liability of the Plan is measured as of 
June 30, 2016 (measurement date), and the total pension liability for the Plan used to calculate the 
net pension liability was determined by an actuarial valuation as of June 30, 2015 rolled forward to 
June 30, 2016 using standard update procedures. The City’s proportion of the net pension liability 
was based on a projection of the City’s long-term share of contributions to the pension plan relative 
to the projected contributions of all participating employers, actuarially determined. The Enterprise’s 
allocation of the City’s proportionate share of the net pension liability for each Plan as of June 30, 
2017 and 2016 (reporting years) was $259,956 and $108,024, respectively. During the measurement 
year 2016, the increase in service costs, interest costs, change in benefits, change in assumptions, and 
difference between projected and actual investment earnings increased total pension liability. This 
was only partially offset by an increase in the discount rate, contributions, investment income, and 
actuarial experience gains, resulting in an overall increase in net pension liability. 

For the year ended June 30, 2017, the City’s recognized pension expense was $1,808,992, including 
amortization of deferred outflow/inflow related pension items. The Enterprise’s allocation of pension 
expense including amortization of deferred outflow/inflow related pension items was $78,466. 
Pension expense increased significantly, largely due to the impact of changes in benefits, namely the 
updated Supplemental COLA assumptions and amortization of deferred inflows/outflows. 
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As of June 30, 2017, the Enterprise’s reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

 

Amounts reported as deferred outflows, exclusive of contributions made after the measurement date, 
and deferred inflows of resources will be amortized annually and recognized in pension expense as 
follows: 

 

Fiscal Year 2016 

The City reported net pension liabilities for its proportionate share of the pension liability of the Plan 
of $2,156,049 as of June 30, 2016. The City’s net pension liability for the Plan is measured as the 
proportionate share of the net pension liability. The net pension liability of the Plan for June 30, 2016 
is measured as of June 30, 2015, and the total pension liability for the Plan used to calculate the net 
pension liability was determined by an actuarial valuation as of June 30, 2014 rolled forward to June 
30, 2015 using standard update procedures. The City’s proportion of the net pension liability was 
based on a projection of the City’s long-term share of contributions to the pension plan relative to the 
projected contributions of all participating employers, actuarially determined. The Enterprise’s 
allocation of the City’s proportionate share of the net pension liability for the Plan as of June 30, 
2015 (measurement period) and 2014 (measurement period) was $108,024 and $84,374, 
respectively. During the measurement year 2015, there were no changes to benefits. The increase in 
service costs, interest costs, and decrease in the discount rate increased total pension liability and 
were only partially offset by contributions, investment income, and actuarial experience gains, 
resulting in an overall increase in net pension liability. 

For the year ended June 30, 2016, the City’s recognized pension expense was $106,499, including 
amortization of deferred outflow/inflow related pension items. The Enterprise’s allocation of pension 
expense including amortization of deferred outflow/inflow related pension items was $4,712 for 
fiscal year 2016. 

 
 

Deferred Outflows

of Resources

Deferred Inflows

of Resources
Pension contribution subsequent to measurement date $ 24,638   —    

Differences between expected and actual experience —    9,580   

Changes in assumptions 44,719   1,311   

Net difference between projected and actual earnings 

on pension plan investments 35,543   —    

Change in employer’s proportion 457   244   

Total $ 105,357   11,135   

Fiscal Year 2017 Schedule of Deferred Outflows and Inflows of Resources

Fiscal years

2018 $ 10,241

2019 10,241

2020 27,975

2021 21,127

$ 69,584

Deferred Outflows/(Inflows) of Resources 
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As of June 30, 2016, the Enterprise’s reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

Amounts reported as deferred outflows as of June 30, 2016, exclusive of $24,497 contributions made 
after the measurement date, and deferred inflows of resources will be recognized in pension expense 
as follows: 

Actuarial Assumptions 

Fiscal Year 2017 

A summary of the actuarial assumptions and methods used to calculate the Total Pension Liability as 
of June 30, 2016 (measurement period) is provided below, including any assumptions that differ 
from those used in the July 1, 2015 actuarial valuation. Refer to the July 1, 2015 actuarial valuation 
report for a complete description of all other assumptions, which can be found on the 
Retirement System’s website http://mysfers.org. 

Deferred Outflows

of Resources

Deferred Inflows

of Resources
Pension contribution subsequent to measurement date $ 24,497 —    

Differences between expected and actual experience —    7,341 

Changes in assumptions 8,040 2,098 

Net difference between projected and actual earnings 

on pension plan investments —    26,747 

Change in employer’s proportion 158 391 

Total $ 32,695 36,577 

Fiscal Year 2016 Schedule of Deferred Outflows and Inflows of Resources

Fiscal years

2017 $ (11,825)

2018 (11,825)

2019 (11,825)

2020 7,096

$ (28,379)

Deferred Outflows/(Inflows) of Resources 
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Mortality rates for active members and healthy annuitants were based upon adjusted Employee and 
Healthy Annuitant CalPERS mortality tables projected generationally from the 2009 base year using 
a modified version of the MP-2015 projection scale. 

Fiscal Year 2016 

A summary of the actuarial assumptions and methods used to calculate the total pension liability as 
of June 30, 2015 is provided below, including any assumptions that differ from those used in the 
July 1, 2014 actuarial valuation. Refer to the July 1, 2014 actuarial valuation report for a complete 
description of all other assumptions, which can be found on the Retirement System’s 
website http://mysfers.org. 

Valuation Date June 30, 2015 updated to June 30, 2016

Measurement Date June 30, 2016

Actuarial Cost Method Entry - Age Normal Cost Method

Expected Rate of Return 7.50%

Municipal Bond Yield 3.85% as of June 30, 2015

2.85% as of June 30, 2016

Bond Buyer 20 - Bond GO Index, July 2, 2015 and June 30, 2016

Inflation 3.25%

Salary Increases 3.75% plus merit component based on employee classification and years of service

Discount Rate 7.46% as of June 30, 2015

7.50% as of June 30, 2016

Administrative Expenses 0.45% of payroll as of June 30, 2015

0.60% of payroll as of June 30, 2016

Basic COLA

Old Miscellaneous 

and All New 

Plans

Old Police & Fire, 

pre 7/1/75

Old Police & Fire, 

Charters A8.595 

and A8.596

Old Police & Fire, 

Charters A8.559 

and A8.585

June 30, 2015 2.00% 3.00% 4.00% 5.00%

June 30, 2016 2.00% 2.70% 3.30% 4.40%

Key Actuarial Assumptions
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Mortality rates for active members were based upon the RP-2000 Employee Tables for Males and 
Females projected using Scale AA to 2030 for females and to 2005 for males. Mortality rates for 
healthy annuitants were based upon the RP-2000 Healthy Annuitant Tables for Males and Females 
projected using Scale AA to 2020. 

Discount Rate 

Fiscal Year 2017 

The beginning and end of year measurements are based on different assumptions and contribution 
methods that result in different discount rates. The discount rate was 7.50% as of June 30, 2016 
(measurement date) and 7.46% as of June 30, 2015 (measurement date). 

The discount rate used to measure the total pension liability as of the June 30, 2016 measurement 
date was 7.50%. The projection of cash flows used to determine the discount rate assumed that plan 
member contributions will continue to be made at the rates specified in the Charter. Employer 
contributions were assumed to be made in accordance with the contribution policy in effect for July 
1, 2015 actuarial valuation. That policy includes contributions equal to the employer portion of the 
Entry Age normal costs for members as of the valuation date, a payment for the expected 
administrative expenses, and an amortization payment on the unfunded actuarial liability. 

The amortization payment is based on closed periods that vary in length depending on the source. 
Charter amendments prior to July 1, 2014 are amortized over 20 years. After July 1, 2014, any 
Charter changes to active member benefits are amortized over 15 years and changes to inactive 
member benefits, including Supplemental COLAs, are amortized over 5 years. The remaining 
unfunded actuarial liability not attributable to Charter amendments as of July 1, 2013 is amortized 
over a 19-year period commencing July 1, 2014. Experience gains and losses and assumption or 
method changes on or after July 1, 2014 are amortized over 20 years. For the July 1, 2016 valuation, 
the increase in the unfunded actuarial liability attributable to the Supplemental COLAs granted on 
July 1, 2013 and July 1, 2014 are amortized over 17-years and 5-years, respectively. All amortization 
schedules are established as a level percentage of payroll so payments increase 3.75% each year. The 

Valuation Date June 30, 2014 updated to June 30, 2015

Measurement Date June 30, 2015

Actuarial Cost Method Entry - Age Normal Cost Method

Expected Rate of Return 7.50%

Municipal Bond Yield 4.31% as of June 30, 2014

3.85% as of June 30, 2015

Bond Buyer 20 - Bond GO Index, July 2, 2014 and 2015

Inflation 3.25%

Salary Increases 3.75% plus merit component based on employee classification and years of service

Discount Rate 7.58% as of June 30, 2014

7.46% as of June 30, 2015

Administrative Expenses 0.45% of payroll

Old Miscellaneous 

and All New 

Plans

Old Police & Fire, 

pre 7/1/75 

Retirements

Old Police & Fire, 

Charters A8.595 

and A8.596

Old Police & Fire, 

Charters A8.559 

and A8.585

Basic COLA 2.00% 3.00% 4.00% 5.00%

Key Actuarial Assumptions
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unfunded actuarial liability is based on an actuarial value of assets that smooths investment gains and 
losses over five years and a measurement of the actuarial liability that excludes the value of any 
future Supplemental COLAs. 

While the contributions and measure of Actuarial Liability in the valuation do not anticipate any 
future Supplemental COLAs, the projected contributions for the determination of the discount rate 
include the anticipated future amortization payments on future Supplemental COLAs for current 
members when they are expected to be granted. For members who worked after November 6, 1996 
and before Proposition C passed, a Supplemental COLA is granted if the actual investment earnings 
during the year exceed the expected investment earnings on the actuarial value of assets. For 
members who did not work after November 6, 1996 and before Proposition C passed, the market 
value of assets must also exceed the actuarial liability at the beginning of the year for a Supplemental 
COLA to be granted. When a Supplemental COLA is granted, the amount depends on the amount of 
excess earnings and the basic COLA amount for each membership group. The large majority of 
members receive a 1.50% Supplemental COLA when granted. 

Because the probability of a Supplemental COLA depends on the current funded level of the System 
for certain members, Cheiron developed an assumption as of June 30, 2016 measurement date for the 
probability and amount of Supplemental COLA for each future year. The table below shows the net 
assumed Supplemental COLA for members with a 2.00% Basic COLA for sample years. 

 
 
The projection of benefit payments to current members for determining the discount rate includes the 
payment of anticipated future Supplemental COLAs. 

Based on these assumptions, the System’s fiduciary net position was projected to be available to 
make projected future benefit payments for current members until fiscal year end 2093 when only a 
portion of the projected benefit payments can be made from the projected fiduciary net position. 
Projected benefit payments are discounted at the long-term expected return on assets of 7.50% to the 
extent the fiduciary net position is available to make the payments and at the municipal bond rate of 
2.85% to the extent they are not available. The single equivalent rate used to determine the Total 
Pension Liability as of the June 30, 2016 measurement date was 7.50%. 

The long-term expected rate of return on pension plan investments was 7.50%. It was set by the 
Retirement Board after consideration of both expected future returns and historical returns 
experienced by the Retirement System. Expected future returns were determined by using a building-
block method in which best-estimate ranges of expected future real rates of return were developed 
for each major asset class. These ranges were combined to produce the long-term expected rate of 
return by weighting the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. Target allocation and best estimates of geometric long-term 
expected real rates of return (net of pension plan investment expense and inflation) for each major 
asset class are summarized in the following table. 

Fiscal years 96 - Prop C

Before 11/6/96 

or After Prop C
2018 0.750 % 0.000 %

2023 0.750 0.220

2028 0.750 0.322

2033 0.750 0.370

  2038+ 0.750 0.375

Assumed Supplemental COLA for Members with a 2.00% Basic COLA
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Fiscal Year 2016 

The beginning and end of year measurements are based on different assumptions and contribution 
methods that result in different discount rates. The discount rate was 7.46% as of June 30, 2015 and 
7.58% as of June 30, 2014. 

The discount rate used to measure the total pension liability as of June 30, 2015 was 7.46%. The 
projection of cash flows used to determine the discount rate assumed that plan member contributions 
will continue to be made at the rates specified in the Charter. Employer contributions were assumed 
to be made in accordance with the contribution policy in effect for July 1, 2014 actuarial valuation. 
That policy includes contributions equal to the employer portion of the Entry Age normal costs for 
members as of the valuation date, a payment for the expected administrative expenses, and an 
amortization payment on the unfunded actuarial liability. The amortization payment is based on 
closed periods that vary in length depending on the source. Charter amendments prior to July 1, 2014 
are amortized over 20 years. After July 1, 2014, any Charter changes to active member benefits are 
amortized over 15 years and changes to inactive member benefits, including Supplemental COLAs, 
are amortized over 5 years. The remaining unfunded actuarial liability not attributable to Charter 
amendments as of July 1, 2013 is amortized over a 19-year period commencing July 1, 2014. 
Experience gains and losses and assumption or method changes on or after July 1, 2014 are 
amortized over 20 years. All amortization schedules are established as a level percentage of payroll 
so payments increase 3.75% each year. The unfunded actuarial liability is based on an actuarial value 
of assets that smooths investment gains and losses over five years and a measurement of the actuarial 
liability that excludes the value of any future Supplemental COLAs. 
 
While the contributions and measure of actuarial liability in the valuation do not anticipate any 
Supplemental COLAs, the projected contributions for the determination of the discount rate include 
the anticipated future amortization payments on future Supplemental COLA’s for current members 
when they are expected to be granted. For a Supplemental COLA to be granted the market value of 
assets must exceed the actuarial liability at the beginning of the year and the actual investment 
earnings during the year must exceed the expected investment earnings on the actuarial value of 
assets. When a Supplemental COLA is granted, the amount depends on the amount of excess 
earnings and the basic COLA amount for each membership group. In most cases, the large majority 
of members receive a 1.50% Supplemental COLA. 
 
Because the probability of a Supplemental COLA depends on the current funded level of the system, 
we developed an assumption as of June 30, 2015 of the probability and amount of Supplemental 
COLA for each future year. The table below shows the net assumed Supplemental COLAs for 
member with a 2.00% basic COLAs for sample years. 
 

Asset Class Target Allocation Long-Term Expected Real Rate of Return

Global Equity 40.0 % 5.1 %

Fixed Income 20.0 1.1

Private Equity 18.0 6.3

Real Assets 17.0 4.3

Hedge Funds/Absolute Returns 5.0 3.3

Total 100.0

Long- Term Expected Real Rates of Return
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The projection of benefit payments to current members for determining the discount rate includes the 
payment of anticipated future Supplemental COLAs. 
 
Based on these assumptions, the Retirement System’s fiduciary net position was projected to be 
available to make projected future benefit payments for current members until fiscal year end 2076 
when only a portion of the projected benefit payments can be made from the projected fiduciary net 
position. Projected benefit payments are discounted at the long-term expected return on assets of 
7.50% to the extent the fiduciary net position is available to make the payments and at the municipal 
bond rate of 3.85% to the extent they are not available. The single equivalent rate used to determine 
the total pension liability as of June 30, 2015 is 7.46%. 
 
The long-term expected rate of return on pension plan investments was 7.50%. It was set by the 
Retirement Board after consideration of both expected future returns and historical returns 
experienced by the Retirement System. Expected future returns were determined by using a building-
block method in which best-estimate ranges of expected future real rates of return were developed 
for each major asset class. These ranges were combined to produce the long-term expected rate of 
return by weighting the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. 
 
Target allocation and best estimates of geometric long-term expected real rates of return (net of 
pension plan investment expense and inflation) for each major asset class are summarized in the 
following table. 

 

Sensitivity of Proportionate Share of the Net Pension Liability to Changes in the Discount Rate – 
The following presents the Enterprise’s allocation of the employer’s proportionate share of the net 
pension liability for the Plan, calculated using the discount rate, as well as what the Enterprise’s 
allocation of the employer’s proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1% lower or 1% higher than the current rate. 

 
 
 

Fiscal years
2016 0.000 %

2021 0.345

2026 0.375

2031 0.375

  2036+ 0.375

Assumed Supplemental COLA for Members with a 2.00% Basic COLA

Assumption

Asset Class Target Allocation Long-Term Expected Real Rate of Return

Global Equity 40.0 % 5.1 %

Fixed Income 20.0 1.2

Private Equity 18.0 7.5

Real Assets 17.0 4.1

Hedge Funds/Absolute Returns 5.0 3.5

Total 100.0

Long- Term Expected Real Rates of Return
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Fiscal Year 2017 

 
 
Fiscal Year 2016 

 
 

(b) Healthcare Benefits 

Healthcare benefits for the Enterprise 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 Enterprise’s annual contribution for both active 
and retired employees was $24,787 and $23,839 in fiscal years 2017 and 2016, respectively. 
Included in these amounts are $8,065 and $7,408 for 2017 and 2016, respectively, to provide post-
retirement benefits for 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 (OPEB) other than pensions obligations, ARC adjustment, and OPEB cost 
based upon an actuarial valuation performed in accordance with GASB Statement No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions 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 following table shows the components of the City’s annual OPEB allocations for the Enterprise 
for the years ended June 30, 2017 and 2016, for the amount contributed to the plan, and changes in 
the City’s net OPEB obligations: 

 
 

The City issues a publicly available financial report at a citywide level that includes the complete 
note disclosures and required supplementary information related to the City’s post-retirement 
healthcare 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. 

 

Employer

1% Decrease Share 

of NPL @ 6.50%

Share of NPL

@ 7.50%

1% Increase Share 

of NPL @ 8.50%

Water 411,950$                   259,956           134,240                   

Employer

1% Decrease Share 

of NPL @ 6.46%

Share of NPL

@ 7.46%

1% Increase Share 

of NPL @ 8.46%

Water 238,878$                   108,024           (1,717)                     

2017 2016

Annual required contributions $ 15,362  13,868  

Interest on net OPEB obligations 4,175  4,404  

Adjustment to ARC (1,688) (3,581) 

Annual OPEB cost 17,849  14,691  

Contribution made (8,065) (7,408) 

Increase in net OPEB obligations 9,784  7,283  

Net OPEB obligations – beginning of year 111,546  104,263  

Net OPEB obligations – end of year $ 121,330  111,546  
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(11) Related Parties 

Various common costs incurred by the Commission are allocated among the Enterprise, Hetch Hetchy 
Water and Power and CleanPowerSF Enterprise, and the Wastewater Enterprise. The allocations are based 
on the Commission management’s best estimate and may change from year to year depending on the 
activities incurred by each Enterprise and the information available. The administrative costs of $41,923 or 
50.8% and $41,745 or 50.9% were allocated to the Enterprise for the years ended June 30, 2017 and 2016, 
respectively. 

The City performs certain administrative services such as maintenance of accounting records and 
investment of cash for all fund groups within the City. The various funds are charged for these services 
based on the City’s indirect cost allocation plan. 

The Enterprise purchases water from Hetch Hetchy Water. The amounts, totaling $34,600 and $36,600 for 
the years ended June 30, 2017 and 2016, respectively, have been included in the services provided by other 
departments in the accompanying financial statements. 

The Enterprise purchases electricity from Hetch Hetchy Power at market rates. The amounts, totaling 
$8,480 and $8,279 for the years ended June 30, 2017 and 2016, respectively, have been included in 
services provided by other departments in the accompanying financial statements. 

Since fiscal year 2008, the Enterprise has charged City departments for water usage with the exception of 
fire hydrants, which are used for general public safety. In fiscal years 2017 and 2016, the Enterprise 
delivered water for fire hydrant purposes totaling $9 and $7, respectively, based on metered usage and 
applicable water rates, and the amount has been excluded from operating revenues in the accompanying 
financial statements. 

A variety of City departments provide services such as engineering, purchasing, legal, data processing, 
telecommunications, and human resources to the Enterprise and charge amounts designed to recover those 
departments’ costs. These charges, totaling $16,105 and $15,996 for the years ended June 30, 2017 and 
2016, respectively, have been included in services provided by other departments in the accompanying 
financial statements. 

During the fiscal year ended June 30, 2017, the Enterprise transferred $60,000 to Hetch Hetchy Water to 
fund various upcountry capital projects, $72 to San Francisco Recreation and Parks Department mainly for 
water saving improvements at Alamo Square Park, and $32 to the Office of the City Administrator for the 
Surety Bond Program. The Enterprise received $116 from the City mainly for the San Francisco War 
Memorial Veterans Building project. 

As of June 30, 2017, the Enterprise has payables in the amount of $7 to the Department of Public Works 
for 525 Golden Gate Ave. and various pipelines maintenance. 

SFPUC’s 75-year lease agreement with the San Francisco Recreation and Parks Department, for the use of 
parking spaces for its fleet of vehicles at the Civic Center Garage, commenced on February 1, 2011. The 
total payment under this agreement is $6,274, which was fully made as of fiscal year 2015. The expenses 
and prepayments among the three SFPUC Enterprises are based on 525 Golden Gate occupancy. As of 
June 30, 2017, the Enterprise’s allocable shares of expenses and prepayment were $46 and $3,490, 
respectively, and at June 30, 2016 were $48 and $3,536, respectively. 
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(12) Risk Management 

The Enterprise’s Risk Management program includes both self-insured (i.e., self-retention) and insured 
exposures at risk. Risk assessments and purchasing of insurance coverage are collaboratively coordinated 
by SFPUC Risk Management and the City’s Office of Risk Management. With certain exceptions, the City 
and the Enterprise’s general approach is to first evaluate the exposure at risk for self-insurance. Based on 
this analysis, internal mitigation strategies and financing through a self-retention mechanism is generally 
more economical as the SFPUC in coordination with the City Attorney’s Office administers, adjusts, 
settles, defends, and pays claims from budgeted resources (i.e., pay-as-you-go fund). When economically 
more viable or when required by debt financing covenants, the Enterprise obtains commercial insurance. 
At least annually, the City actuarially determines general liability and workers’ compensation risk 
exposures. The Enterprise does not maintain commercial earthquake coverage, with certain minor 
exceptions, such as a sub-limit for fire-sprinkler leakage due to earthquake under the SFPUC Property 
Insurance program. 

 

(a) General Liability 

Through coordination with the Controller and the City Attorney’s Office, the general liability risk 
exposure is actuarially determined and is addressed through pay-as-you-go funding as part of the 
budgetary process. Associated costs and estimates are booked as expenses as required under GAAP 
for financial statement purposes for both the Enterprise and the City and County of San Francisco’s 
Comprehensive Annual Financial Report. The claim expense allocations are determined based on 
actuarially determined anticipated claim payments and the projected timing of disbursement. 

The changes for the general liability (damage claims) for the years ended June 30, 2017 and 2016 are 
as follows: 

 

(b) Property and Electronic Data Processing 

The Enterprise’s property risk management approach varies depending on whether the facility is 
currently under construction, the property is part of revenue-generating operations, the property is of 

Primary Risks Typical Coverage Approach

General liability Self-Insured

Property Purchased Insurance and Self-Insured

Electronic data processing Purchased Insurance and Self-Insured

Workers’ compensation Self-Insured through Citywide Pool

Other Risks Typical Coverage Approach

Surety bonds Purchased and Contractually Transferred

Errors and omissions Combination of Self-Insured and Contractual Risk Transfer

Professional liability Combination of Self-Insured and Contractual Risk Transfer

Public officials liability Purchased Insurance 

Employment practices liability Purchased Insurance 

Builders’ risk Contractually Transferred

Crime Purchased Insurance 

Beginning Claims and changes Claims End of
of year in estimates paid year

16,900 $                     9,085 (15,247) 10,738

19,710                     2,933 (5,743) 16,900

Fiscal years

2016

2017
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high value, or is mission-critical in nature. During the course of construction, the Enterprise requires 
each contractor to provide its own insurance, while ensuring the full scope of work be covered with 
satisfactory levels to limit the Enterprise’s risk exposure. Once construction is complete, the 
Enterprise performs an assessment to determine whether liability/loss coverage will be obtained 
through the commercial property policy or self-insurance. The majority of property scheduled in the 
insurance program is for either: (1) revenue generating facilities, (2) debt financed facilities, (3) 
mandated coverage to meet statutory requirements for bonding of various public officials, or (4) 
high-value, mission-critical property or equipment. The Electronic Data Processing policy protects 
selected high-value electronic property in case of damage or loss. 

(c) Workers’ Compensation 

The City actuarially determines and allocates workers’ compensation costs to the Enterprise 
according to a formula based on the following: (i) the dollar amount of claims; (ii) yearly projections 
of payments based on historical experience; and (iii) the size of the Enterprise’s payroll. The 
administration of workers’ compensation claims and payouts are handled by the Workers’ 
Compensation Division of the City’s Department of Human Resources. Statewide workers’ 
compensation reforms have resulted in budgetary savings in recent years. The City continues to 
develop and implement improved programs, such as return-to-work programs, to lower or mitigate 
the growth of workers’ compensation costs. Programs include accident prevention, investigation, and 
duty modification for injured employees with medical restrictions so return to work can occur as 
soon as possible. 

The changes in the liabilities for workers’ compensation for the years ended June 30, 2017 and 2016 
are as follows: 

 

(d) Surety Bonds  

Bonds are required in most phases of the public utilities 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. 

(e) Errors and Omissions, Professional Liability 

Errors and omissions and professional liability are commonly 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. Examples of such 
contracts are inclusive of services provided by engineers, architects, design professionals, and other 
licensed or certified professional service providers. 

(f) Public Officials Liability, Employment Practices Liability 

All Enterprise public officials with financial oversight responsibilities are provided coverage through 
a commercial Public Officials Liability Policy. An Employment Practices Liability Policy is retained 
to protect against employment-related claims and liabilities. 

Beginning Claims and changes Claims End of
of year in estimates paid year

8,814 $                       2,976   (2,701) 9,089   

9,262                       2,135   (2,583) 8,814   

Fiscal years

2016

2017
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(g) Builders’ Risk 

Builders’ risk policies of insurance are required to be provided by the contractor on all construction 
projects for the full value of construction. 

(h) Crime 

The Enterprise also retains a Commercial Crime Policy, in lieu of bonding its employees, to provide 
coverage against liabilities or losses due to third-party crime or employee fraud. 
 

(13) Commitments and Litigation 

(a) Commitments 

As of June 30, 2017 and 2016, the Enterprise has outstanding commitments with third parties of 
$279,754 and $283,262, respectively, for various capital projects and other purchase agreements for 
materials and services. 

(b) Grants 

Grants that the Enterprise receives are subject to audit and final acceptance by the granting agency. 
Current and prior year costs of such grants are subject to adjustment upon audit. 

(c) Litigation 

The Enterprise is a defendant in various legal actions and claims that arise during the normal course 
of business. The final disposition of those legal actions and claims is not determinable. However, in 
the opinion of management, the outcome of any litigation of these matters will not have a material 
effect on the financial position or changes in net position of the Enterprise. 

(d) Environmental Issue 

As of June 30, 2017 and 2016, the Enterprise recorded $2,468 and $2,966 in pollution remediation 
liability, respectively. This decrease of $498 in pollution remediation liability in fiscal year 2017 is 
for expenses relating to the excavation of contaminated soil that contained polycyclic aromatic 
hydrocarbons from the Pacific Rod & Gun Club site in the Lake Merced area, and remediation 
activities for the 17th and Folsom site. As of June 30, 2017, the pollution remediation liability of 
$2,468 consisted of $1,484 for the Pacific Rod & Gun Club site, and $984 for the 17th and Folsom 
site. As of June 30, 2016, the pollution remediation liability of $2,966 consisted of $1,740 for the 
Pacific Rod & Gun Club site, $1,199 for the 17th and Folsom site, $21 for the Pulgas 
Dechloramination Facility, and $6 for the Harry Tracy Water Treatment Plant. 

 

(14) Subsequent Events 

(a) Purchase of Property Located at Rollins Road 

On September 7, 2017, the Enterprise purchased property at 1657-1663 Rollins Road in Burlingame, 
California that has served as the primary work location for various staff of the Enterprise. The 
$9,100 purchase was funded by proceeds from Water Enterprise Revenue Bonds. 
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(b) CWSRF Loan and Grant 

In September 2017, the SFPUC entered into an Installment Sale Agreement with the State Water 
Resources Control Board for a Clean Water State Revolving Fund (CWSRF) Loan and Grant to fund 
the Enterprise’s SF Westside Recycled Water Project. The CWSRF loan is in the amount of 
$171,220. It will bear an interest rate of 1% for a 30-year term, with loan repayment beginning one 
year after substantial completion of project construction. The CWSRF loan is secured on a parity lien 
basis with the Enterprise’s outstanding revenue bonds. The grant is in the amount of $15,000. 

(c) Insurance Settlement for Pacific Rod & Gun Club 

On October 24, 2017, the Board of Supervisors approved the settlement of a lawsuit between the 
Enterprise and the Pacific Rod & Gun Club. The Ordinance was signed by the Mayor on November 
3, 2017. The Enterprise will receive an insurance settlement for $8,250 relating to the excavation of 
contaminated soil that contained polycyclic aromatic hydrocarbons from the Pacific Rod & Gun 
Club site in the Lake Merced area. 
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Independent Auditors’ Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government 

Auditing Standards

The Honorable Mayor and Board of Supervisors
City and County of San Francisco:

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the San Francisco Water Enterprise (the
Enterprise), an enterprise fund of the City and Country of San Francisco, California (the City), which comprise
the statement of financial position as of June 30, 2017, and the related statements of revenue, expenses, and
changes in net position, and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated November 8, 2017.

Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Enterprise’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Enterprise’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Enterprise’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Enterprise’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Enterprise’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the Enterprise’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

San Francisco, California
November 8, 2017
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APPENDIX E 
 

PROPOSED FORM OF OPINION OF CO-BOND COUNSEL 

On the delivery date of the 2017 Series ABC Bonds, Norton Rose Fulbright US LLP, San Francisco, 
California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel, propose to render their final approving 
opinion in substantially the following form: 

[Closing Date] 

Public Utilities Commission of the 
City and County of San Francisco 

San Francisco, California 

Board of Supervisors of the 
City and County of San Francisco 

San Francisco, California 

$339,540,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series ABC 

$121,140,000 
2017 Sub-Series A Bonds 

(WSIP) (Green Bonds) 

$147,725,000 
2017 Sub-Series B Bonds 

(Non-WSIP) 

$70,675,000 
2017 Sub-Series C Bonds 

(Hetch Hetchy) 
 

Ladies and Gentlemen: 

We have acted as co-bond counsel to 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”), in connection with the issuance of its San Francisco Water Revenue Bonds, 2017 Series 
ABC, in the aggregate principal amount of $339,540,000, consisting of $121,140,000 of 2017 Sub-Series A Bonds 
(WSIP) (Green Bonds) (the “2017 Sub-Series A Bonds”), $147,725,000 of 2017 Sub-Series B Bonds (Non-WSIP) 
(the “2017 Sub-Series B Bonds”) and $70,675,000 of 2017 Sub-Series C Bonds (Hetch Hetchy) (the “2017 Sub-
Series C Bonds,” and together with the 2017 Sub-Series A Bonds and the 2017 Sub-Series B Bonds, the “Bonds”). 
The 2017 Sub-Series A Bonds are being issued pursuant to authority granted by the Charter of the City and 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 previously amended and supplemented (the “Original 
Indenture”), and as further supplemented by a Twenty-Fifth Supplemental Indenture, dated as of December 1, 2017 
(the “Twenty-Fifth Supplemental Indenture”) by and between the Commission and the Trustee. The 2017 Sub-Series 
B Bonds are being issued pursuant to authority granted by the Charter of the City and the Original Indenture, as 
further supplemented by a Twenty-Sixth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Sixth 
Supplemental Indenture”) by and between the Commission and the Trustee. The 2017 Sub-Series C Bonds are being 
issued pursuant to authority granted by the Charter of the City and the Original Indenture, as further supplemented 
by a Twenty-Seventh Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Seventh Supplemental 
Indenture,” and together with the Original Indenture, the Twenty-Fifth Supplemental Indenture and the Twenty-
Sixth Supplemental Indenture, the “Indenture”) by and between the Commission and the Trustee. Capitalized terms 
not otherwise defined herein shall have the respective meanings ascribed thereto in the Indenture. 

In our capacity as co-bond counsel, we have reviewed the Indenture, certifications of the Commission, the 
Trustee and others, opinions of counsel to the Commission and the Trustee, and such other documents, opinions and 
instruments as we have deemed necessary to render the opinions set forth herein. We have assumed, but have not 
verified, that the signatures on all documents, certificates and opinions that we have reviewed are genuine. In our 
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examination, we have assumed, but have not verified, the legal capacity of all natural persons, the authenticity of all 
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as 
certified or photostatic copies or by facsimile or other means of electronic transmission or which we obtained from 
sites on the internet, and the authenticity of the originals of such latter documents. As to facts and certain other 
matters and the consequences thereof relevant to the opinions expressed herein and the other statements made 
herein, we have relied without investigation or verification upon, and have assumed the accuracy and completeness 
of, certificates and letters (including opinion letters), and oral and written statements and representations of public 
officials, officers and other representatives of the Commission and the City, counsel for the City and others. 

Our services as co-bond counsel were limited to such examination and to rendering the opinions set forth 
below. Furthermore, we have assumed compliance with all covenants and agreements compliance with which is 
necessary to assure that future actions, omissions or events will not cause the interest on the Bonds to be included in 
gross income for federal tax purposes. With respect to the opinions expressed herein, we call attention to the fact 
that the enforceability of the rights and obligations under the Bonds and the Indenture are subject to bankruptcy, 
insolvency, reorganization, arrangement, moratorium and other similar laws affecting creditors’ rights, to the 
application of equitable principles, to the exercise of judicial discretion in appropriate cases and to the limitations on 
legal remedies against cities and counties in the State of California. In addition, the imposition of certain fees and 
charges by the Commission relating to the Enterprise is subject to the provisions of Articles XIII C and XIII D of the 
California Constitution. 

Based upon the foregoing and subject to the limitations and qualifications herein specified, as of the date 
hereof, we are of the opinion, under existing law, that: 

(1) The Bonds have been duly authorized, executed and delivered by, and constitute the valid and 
binding special limited obligations of, the Commission. 

(2) The Indenture has been duly authorized, executed and delivered by, and constitutes the valid and 
binding obligation of, the Commission. The Indenture creates a valid pledge of the Revenues of the Enterprise and 
certain other amounts held by the Trustee under the Indenture to secure the payment of the principal of and interest 
on the Bonds, as and to the extent set forth in the Indenture and subject to the provisions of the Indenture permitting 
the application thereof for the purposes and on the terms and conditions set forth therein. 

(3) The Bonds are special limited obligations of the Commission and are payable exclusively from 
and are secured by a pledge of the Revenues of the Enterprise and certain amounts held under the Indenture. The 
general fund of the City is not liable and the credit or taxing power of the City is not pledged for the payment of the 
Bonds or the interest thereon. The Commission has no taxing power. The 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 Commission or 
any of its income or receipts, except the Revenues. 

(4) Bonds and other parity debt of the Commission have been and from time to time hereafter may be 
issued under the Indenture which are payable from Revenues of the Enterprise on a parity basis with the Bonds. 

(5) Assuming continuing compliance by the Commission with certain covenants in the Indenture and 
other documents pertaining to the Bonds and requirements of the Internal Revenue Code of 1986, as amended, 
regarding the use, expenditure and investment of proceeds of the Bonds and the timely payment of certain 
investment earnings to the United States, interest on the Bonds is not includable in the gross income of the owners of 
the Bonds for purposes of federal income taxation. Interest on the Bonds is not treated as an item of tax preference 
in calculating the federal alternative minimum taxable income of individuals or corporations. Interest on the Bonds, 
however, 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. We express no opinion as to any other 
federal income tax consequences caused by the ownership of, or receipt or accrual of interest on, the Bonds. 

(6) Interest on the Bonds is exempt from personal income tax imposed by the State of California. 
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Other than as described herein, we have not addressed, and are not opining on, the tax consequences to any 
person of the investment in, or of the receipt or accrual of interest on, the Bonds. Further, certain requirements and 
procedures contained or referred to in the Indenture or in other documents pertaining to the Bonds may be changed, 
and certain actions may be 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. We express no opinion as to the effect of any change to any document pertaining to the Bonds 
or of any action taken or not taken where such change is made or action is taken or not taken without our approval or 
in reliance upon the advice of counsel other than ourselves with respect to the exclusion from gross income of the 
interest on the Bonds for federal income tax purposes. 

The opinions expressed and the statements made herein are based on an analysis of existing laws, 
regulations, rulings and court decisions. Such opinions and statements may be adversely affected by actions taken or 
events occurring, including a change in law, regulation or ruling (or in the application or official interpretation of 
any law, regulation or ruling) after the date hereof. We have not undertaken to determine, or to inform any person, 
whether such actions are taken or such events occur, and we have no obligation to update this letter in light of such 
actions or events or for any other reason. 

No opinion is expressed herein on the accuracy, completeness or sufficiency of the Official Statement or 
other offering material relating to the Bonds. 

This opinion is limited to the laws of the State of California and the federal laws of the United States. The 
opinions in this letter are expressed solely as of the date hereof for your benefit and may not be relied upon in any 
manner for any purposes by any other person. 

Respectfully submitted, 



(THIS PAGE INTENTIONALLY LEFT BLANK)
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APPENDIX F 
 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$339,540,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series ABC 

$121,140,000 
2017 Sub-Series A Bonds 
(WSIP) (Green Bonds) 

$147,725,000 
2017 Sub-Series B Bonds 

(Non-WSIP) 

$70,675,000 
2017 Sub-Series C Bonds 

(Hetch Hetchy) 

December 13, 2017 

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 “2017 Series ABC Bonds”). The 2017 Series ABC 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-Fifth Supplemental Indenture, dated as of December 1, 2017, by and 
between the SFPUC and the Trustee, a Twenty-Sixth Supplemental Indenture, dated as of December 1, 2017, by and 
between the SFPUC and the Trustee, and a Twenty-Seventh Supplemental Indenture, dated as of December 1, 2017, 
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 2017 Series ABC Bonds and in 
order to assist the Participating Underwriter 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 2017 Series ABC Bonds (including persons holding 2017 Series 
ABC Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote 
or consent with respect to any 2017 Series ABC Bonds or to dispose of ownership of any 2017 Series ABC Bonds; 
or (b) is treated as the owner of any 2017 Series ABC 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 2017 Series ABC Bonds, or, if the 2017 Series 
ABC 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. 
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“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 November 30, 2017, prepared in 
connection with the sale and offering of the 2017 Series ABC Bonds. 

“Participating Underwriter” shall mean any of the original underwriters or purchasers of the 2017 Series 
ABC Bonds required to comply with the Rule in connection with the offering of the 2017 Series ABC 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, 2019, with the 
report for the 2017-18 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, 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 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. The 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 11, HISTORIC WHOLESALE AND RETAIL WATER SALES”; 

(c) An update for the prior fiscal year of the table in the Official Statement entitled 
“TABLE 18, HISTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 
RATES,” 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 21, HISTORICAL 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 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 26, 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 2017 Series ABC 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 2017 Series ABC 
Bonds, or other material events affecting the tax exempt status of the 2017 Series ABC 
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 2017 Series ABC 
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 
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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 of a 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)(10), (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 
2017 Series ABC Bonds under the Indenture. 

(c) For purposes of this Disclosure 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. 

(d) The SFPUC shall give, or cause to be given, notice of the occurrence of the receipt by the 
SFPUC of a written statement by the Climate Standards Board to the effect that the Public Utilities 
Commission of the City and County of San Francisco San Francisco Water Revenue Bonds, 
2017 Series ABC, 2017 Sub-Series A Bonds (WSIP) (Green Bonds) are no longer “Climate Bond 
Certified.” The SFPUC shall, or shall cause the Dissemination Agent (if not the SFPUC) to, file a notice of 
such occurrence with the MSRB, in electronic format as prescribed by the MSRB, in a timely manner not 
in excess of 30 days after the receipt by the SFPUC of such written statement. 

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 2017 Series 
ABC Bonds. If such termination occurs prior to the final maturity of the 2017 Series ABC 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 2017 Series ABC Bonds or the type of business conducted; 
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(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 2017 Series ABC 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 2017 Series ABC 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 
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 2017 Series ABC 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 Underwriter and Holders and Beneficial Owners from time to time of the 
2017 Series ABC Bonds, and shall create no rights in any other person or entity. 

PUBLIC UTILITIES COMMISSION OF THE  
CITY AND COUNTY OF SAN FRANCISCO 

By   
 Harlan Kelly, Jr. 
 General Manager 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

By:   
 Deputy City Attorney 
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CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

Name of Issue: SAN FRANCISCO WATER REVENUE BONDS, 
2017 SUB-SERIES A (WSIP) (GREEN BONDS),  
2017 SUB-SERIES B (NON-WSIP) AND  
2017 SUB-SERIES C (HETCH HETCHY) 

Date of Issuance: DECEMBER 13, 2017 

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 December 13, 2017. The SFPUC anticipates that the Annual Report will be 
filed by _____________. 

Dated: _______________ 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: [to be signed only if filed]  
Title   
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APPENDIX G 
 

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 2017 Series ABC 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 17A 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 of DTC’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 of DTC. 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 of DTC) 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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Memorandum 

To: Board of Supervisors of the City and County of San Francisco 

From: 

Date: 

Public Utilities Commission of the City and County of San Francisco \ 
Montague DeRose and Associates, LLC 

January 12, 2018 

Subject: Board of Supervisors Bond Sale Savings Report 
$442,180,000 Water Revenue Bonds, 2017 Series DEFG 
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In June 2016, the Board of Supervisors of the City and County of San Francisco (the "Board of 
Supervisors") adopted Ordinance No. 112-16 which authorized the issuance of revenue 
refunding bonds to provide savings benefiting the Water Enterprise pursuant to Proposition E 
(which was approved by voters in 2002). As authorized by Ordinance No. 112-16, the San 
Francisco Public Utilities Commission (the "SFPUC") issued the 2017 Series DEFG Water 
Revenue Refunding Bonds (the "2017 Series DEFG Bonds") on December 28, 2017 for the 
purposes of refunding $476.575 million of outstanding SFPUC water revenue bonds for debt 
service savings. 

Per Ordinance No. 112-16, within 30 days of the issuance of refunding bonds, the SFPUC must 
file with the Clerk of the Board of Supervisors a savings report (the "Report") that reflects at 
least a three percent net present value combined debt service savings ("NPV Savings"), 
together with a copy of the final Official Statement for the 2017 Series DEFG Bonds. 

The SFPUC has requested that Montague DeRose and Associates, who served as co-financial 
advisor to the 2017 Series DEFG Bonds, prepare this Report for purposes of complying with 
the requirements set forth in Ordinance No. 112-16. 

Bond Sale Savings Report: 

As noted, the SFPUC issued $442.18 million of the 2017 Series DEFG Bonds on December 28, 
2017, which were made up of the Sub-Series D (Refunding-Green Bonds), Sub-Series E 
(Refunding), Sub-Series F (Refunding), and Sub-Series G (Refunding-Federally Taxable-Green 
Bonds) Bonds. The SFPUC priced the 2017 Series DEFG Bonds via negotiated sale on 
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December 18, 2017. Details of the combined 2017 Series DEFG Bonds and each of the Sub
Series Bonds, including debt service savings, are noted in Table 1: 

Table 1 I Summary Statistics: Combined 2017 Series DEFG Bonds and Sub-Series Bonds 

2017 Series DEFG 2017 Sub-Series D 2017 Sub-Series E 2017 Sub-Series F 2017 Sub-Series G 
Bonds Bonds Bonds Bonds Bonds 

(combined) (Refunding-Green (Refunding) (Refunding) 
(Refunding-

Federally Taxable-
Bonds) Green Bonds) 

Pricing Date December 18, 2017 

Closing Date December 28, 2017 

Method of Sale Negotiated 

Par Amount $442.180 million $350.305 million $48.890 million $8.705 million $34.280 million 

Par Amount of 
$476.575 million $381.760 million $54.410 million $9.775 million $30.630 million 

Refunded Bonds 

NPV Savings (%) 10.7% 11.4% 11.4% 10.8% 0.5% 

NPV Savings ($) $51.010 million $43.606 million $6.193 million $1.056 million $0.155 million 

A copy of the final Official Statement for the 2017 Series DEFG Bonds is included with this 
Report. 
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NEW ISSUE—Book‑Entry Only Ratings:
S&P: “AA‑”

Moody’s: “Aa3”
(See “RATINGS.”)

In the opinion of Norton Rose Fulbright US LLP, San Francisco, California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel, based on existing statutes, regulations, rulings 
and judicial decisions, and assuming compliance with certain covenants in the documents pertaining to the 2017 Series DEF Bonds and requirements of the Internal Revenue Code of 1986 (the “Code”), 
as amended, as described herein, interest on the 2017 Series DEF Bonds is not includable in the gross income of the owners of the 2017 Series DEF Bonds for federal income tax purposes. In the further 
opinion of Co-Bond Counsel, interest on the 2017 Series DEF 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 2017 Series DEF Bonds, however, 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. In the further opinion of Co-Bond Counsel, interest on the 2017 Series DEFG 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 2017 Series DEFG Bonds. See “TAX MATTERS.” 

$442,180,000
Public Utilities Commission

of the City and County of San Francisco
San Francisco Water Revenue Bonds,

2017 Series DEFG

$350,305,000
2017 Sub‑Series D Bonds

(Refunding) (Green Bonds)

$48,890,000
2017 Sub‑Series E Bonds

(Refunding)

$8,705,000
2017 Sub‑Series F Bonds

(Refunding)

$34,280,000
2017 Sub‑Series G Bonds

(Refunding – Federally Taxable) 
(Green Bonds)

Dated: Date of Delivery Due: November 1, as shown on 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. Potential 
investors are instructed to read the entire Official Statement, including the appendices hereto, to obtain information essential to making an informed investment decision.

Authority for Issuance. The Public Utilities Commission of the City and County of San Francisco (the “SFPUC”) is issuing the 2017 Series DEFG Bonds in four Sub‑Series, the San Francisco 
Water Revenue Bonds, 2017 Series DEFG, 2017 Sub‑Series D Bonds (Refunding) (Green Bonds) (the “2017 Sub-Series D Bonds”), the San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 
Sub‑Series E Bonds (Refunding) (the “2017 Sub-Series E Bonds”), the San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 Sub‑Series F Bonds (Refunding) (the “2017 Sub-Series F Bonds”), 
and the San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 Sub‑Series G Bonds (Refunding – Federally Taxable) (Green Bonds) (the “2017 Sub-Series G Bonds”), pursuant to authority granted 
by the Charter of the City and County of San Francisco (the “City”). The 2017 Sub-Series D Bonds, the 2017 Sub-Series E Bonds and the 2017 Sub-Series F Bonds are collectively referred to in this Official 
Statement as the “2017 Series DEF Bonds.” The 2017 Series DEF Bonds and the 2017 Sub-Series G Bonds are collectively referred to in this Official Statement as the “2017 Series DEFG Bonds.” The 
2017 Sub‑Series D Bonds will be issued under a Twenty‑Eighth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Eighth Supplemental Indenture”), by and between the SFPUC 
and U.S. Bank National Association, as trustee (the “Trustee”). The 2017 Sub‑Series E Bonds will be issued under a Twenty‑Ninth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-
Ninth Supplemental Indenture”), by and between the SFPUC and the Trustee. The 2017 Sub‑Series F Bonds will be issued under a Thirtieth Supplemental Indenture, dated as of December 1, 2017 (the 
“Thirtieth Supplemental Indenture”), by and between the SFPUC and the Trustee. The 2017 Sub‑Series G Bonds will be issued under a Thirty‑First Supplemental Indenture, dated as of December 1, 
2017 (the “Thirty-First Supplemental Indenture”), by and between the SFPUC and the Trustee. The Twenty‑Eighth Supplemental Indenture, the Twenty‑Ninth Supplemental Indenture, the Thirtieth 
Supplemental Indenture and the Thirty‑First Supplemental Indenture supplement the Amended and Restated Indenture, dated as of August 1, 2002 (as supplemented and amended to date, the “Indenture”), 
by and between the SFPUC and the Trustee. See “SECURITY FOR THE BONDS.” 

Plan of Refunding. The 2017 Series DEFG Bonds are being issued to (i) refund and defease a portion of certain outstanding water revenue bonds of the SFPUC, and (ii) pay the costs of issuance 
of the 2017 Series DEFG Bonds. See “PLAN OF REFUNDING.”

Denominations and Interest. The 2017 Series DEFG 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 2017 Series DEFG Bonds is payable semiannually on May 1 and November 1 of 
each year, commencing May 1, 2018. See “THE 2017 SERIES DEFG BONDS.”

Book‑Entry Only. The 2017 Series DEFG 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 maintained by DTC. Beneficial Owners will not receive physical certificates 
representing their interests in the 2017 Series DEFG Bonds. The principal of, premium, if any, and interest on the 2017 Series DEFG Bonds are payable to DTC by the Trustee, and, so long as DTC is acting 
as securities depository for the 2017 Series DEFG 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 2017 SERIES DEFG BONDS.”

Redemption. The 2017 Series DEFG Bonds are subject to redemption prior to maturity as described herein. See “THE 2017 SERIES DEFG BONDS—Redemption.”

Security. Under the Indenture, the SFPUC has irrevocably pledged the Revenues of its Water Enterprise and all Refundable Credits (in the case of Bonds issued as Build America Bonds) 
received by the SFPUC to the punctual payment of principal of, and premium, if any, and interest on the 2017 Series DEFG Bonds and all outstanding parity revenue bonds, notes or other evidences of 
indebtedness authorized under the Indenture, subject to the allocation of funds provided in the Indenture. The 2017 Series DEFG Bonds are payable on parity with certain Outstanding Bonds previously 
issued by the SFPUC under the Indenture and all outstanding parity revenue bonds, notes or other evidences of indebtedness authorized under the Indenture. No Bond Reserve Account will be established 
for the 2017 Series DEFG Bonds. 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds. The 2017 Series DEFG 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 SCHEDULES
(See inside cover)_________________________

The 2017 Series DEFG Bonds are offered when, as and if issued by the SFPUC and received by the Underwriters, 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. Certain matters will be passed upon 
for the Underwriters by Stradling Yocca Carlson & Rauth, P.C., Sacramento, California. It is expected that the 2017 Series DEFG Bonds in fully registered form will be available for delivery in book‑entry 
form through the facilities of DTC, on or about December 28, 2017.

Morgan Stanley

Barclays J.P. Morgan Piper Jaffray

The date of this Official Statement is December 18, 2017



 

 

MATURITY SCHEDULES 

 

2017 Sub-Series D Bonds 
(Refunding) (Green Bonds) 

$350,305,000 Serial Bonds 

Maturity  
(November 1) 

Principal  
Amount 

Interest  
Rate Yield* Price* 

CUSIP† 
Base Number 

79765R 
2018 $    835,000 2.00% 1.19% 100.675% Z77 
2019 860,000 3.00 1.37 102.953 Z85 
2020 890,000 4.00 1.42 107.159 Z93 
2021 925,000 4.00 1.47 109.414 2A6 
2022 1,455,000 5.00 1.53 116.131 2B4 
2023 1,270,000 5.00 1.60 118.887 2C2 
2024 10,230,000 5.00 1.75 120.867 2D0 
2025 20,515,000 5.00 1.83 123.056 2E8 
2026 21,540,000 5.00 1.91 125.026 2F5 
2027 22,615,000 5.00 2.02 126.473 2G3 
2028 23,740,000 5.00 2.16 125.055‡ 2H1 
2029 24,935,000 5.00 2.25 124.153‡ 2J7 
2030 8,040,000 4.00 2.59 112.177‡ 2L2 
2030 18,100,000 5.00 2.32 123.457‡ 2K4 
2031 2,430,000 4.00 2.69 111.258‡ 2N8 
2031 12,550,000 5.00 2.39 122.765‡ 2M0 
2032 46,855,000 5.00 2.44 122.274‡ 2P3 
2033 59,875,000 5.00 2.49 121.785‡ 2Q1 
2034 61,540,000 5.00 2.53 121.396‡ 2R9 
2035 11,105,000 5.00 2.56 121.105‡ 2S7 

2017 Sub-Series E Bonds  
(Refunding) 

$48,890,000 Serial Bonds 

Maturity  
(November 1) 

Principal  
Amount 

Interest  
Rate Yield* Price* 

CUSIP† 
Base Number 

79765R 
2022 $   765,000 5.00% 1.53% 116.131% 2T5 
2023 795,000 5.00 1.60 118.887 2U2 
2024 835,000 5.00 1.75 120.867 2V0 
2025 7,425,000 5.00 1.83 123.056 2W8 
2026 7,830,000 5.00 1.91 125.026 2X6 
2027 6,630,000 5.00 2.02 126.473 2Y4 
2028 7,080,000 5.00 2.16 125.055‡ 2Z1 
2029 8,555,000 5.00 2.25 124.153‡ 3A5 
2030 3,910,000 4.00 2.59 112.177‡ 3C1 
2030 4,050,000 5.00 2.32 123.457‡ 3B3 
2031 1,015,000 4.00 2.69 111.258‡ 3D9 

 

 

                                                         
*  Reoffering yields/prices 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. 

‡  Priced to first optional call date of November 1, 2027 at par. 



 

 

MATURITY SCHEDULES (CONTINUED)  

 

2017 Sub-Series F Bonds  
(Refunding) 

$8,705,000 Serial Bonds 

Maturity  
(November 1) 

Principal  
Amount 

Interest  
Rate Yield* Price* 

CUSIP† 
Base Number 

79765R 
2022 $   700,000 5.00% 1.53% 116.131% 3E7 
2023 735,000 5.00 1.60 118.887 3F4 
2024 770,000 5.00 1.75 120.867 3G2 
2025 875,000 5.00 1.83 123.056 3H0 
2026 920,000 5.00 1.91 125.026 3J6 
2027 965,000 5.00 2.02 126.473 3K3 
2028 1,020,000 5.00 2.16 125.055‡ 3L1 
2029 855,000 5.00 2.25 124.153‡ 3M9 
2030 905,000 5.00 2.32 123.457‡ 3N7 
2031 960,000 5.00 2.39 122.765‡ 3P2 

 

2017 Sub-Series G Bonds  
(Refunding – Federally Taxable) (Green Bonds) 

$34,280,000 Serial Bonds 

Maturity  
(November 1) 

Principal  
Amount 

Interest  
Rate Yield* Price* 

CUSIP† 
Base Number 

79765R 
2018 $     500,000 2.032% 2.032% 100.000% 3Q0 
2019 500,000 2.132 2.132 100.000 3R8 
2020 500,000 2.298 2.298 100.000 3S6 
2021 820,000 2.469 2.469 100.000 3T4 
2022 13,070,000 2.619 2.619 100.000 3U1 
2023 13,665,000 2.806 2.806 100.000 3V9 
2024 5,225,000 2.906 2.906 100.000 3W7 

 
 

                                                         
*  Reoffering yields/prices 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. 

‡  Priced to first optional call date of November 1, 2027 at par. 



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 2017 Series DEFG 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.”

Map of Hetch Hetchy Regional Water System



 

 

Map of Service Area and Locations of 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 of Hillsborough 
12. City of Menlo Park 

 
13. Mid-Peninsula Water District 
14. City of Millbrae 
15. City of Milpitas 
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 (not including the Groveland 
Community Service District) 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds. 

The issuance and sale of the 2017 Series DEFG 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 2017 SERIES DEFG BONDS, THE UNDERWRITERS 
MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET 
PRICE OF THE 2017 SERIES DEFG 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 PREVAILING MARKET PRICE. 

This Official Statement is delivered for use in connection with the issuance, sale and delivery of the 2017 Series 
DEFG Bonds and may not be reproduced or used, in whole or in part, for any other purpose. 



 

 

FORWARD-LOOKING STATEMENTS 

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

$442,180,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series DEFG 

$350,305,000 
2017 Sub-Series D Bonds 

(Refunding)  
(Green Bonds) 

$48,890,000 
2017 Sub-Series E Bonds 

(Refunding) 

$8,705,000 
2017 Sub-Series F Bonds 

(Refunding) 

$34,280,000 
2017 Sub-Series G Bonds 
(Refunding – Federally 
Taxable) (Green Bonds) 

INTRODUCTION 

This Introduction is qualified in its entirety by reference to the more detailed information included and 
referred to elsewhere in this Official Statement. The offering of the 2017 Series DEFG 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. 

Authority for Issuance 

The SFPUC is issuing the 2017 Series DEFG Bonds in four Sub-Series, the San Francisco Water Revenue 
Bonds, 2017 Series DEFG, 2017 Sub-Series D Bonds (Refunding) (Green Bonds) (the “2017 Sub-Series D 
Bonds”), the San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 Sub-Series E Bonds (Refunding) (the 
“2017 Sub-Series E Bonds”), the San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 Sub-Series F 
Bonds (Refunding) (the “2017 Sub-Series F Bonds”) and the San Francisco Water Revenue Bonds, 2017 Series 
DEFG, 2017 Sub-Series G Bonds (Refunding – Federally Taxable) (Green Bonds) (the “2017 Sub-Series G 
Bonds”), pursuant to authority granted by 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 2017 Sub-Series D Bonds, the 2017 Sub-
Series E Bonds and the 2017 Sub-Series F Bonds are collectively referred to in this Official Statement as the “2017 
Series DEF Bonds.” The 2017 Series DEF Bonds and the 2017 Sub-Series G Bonds are collectively referred to in 
this Official Statement as the “2017 Series DEFG Bonds.” 

The 2017 Sub-Series D Bonds will be issued under a Twenty-Eighth Supplemental Indenture, dated as of 
December 1, 2017 (the “Twenty-Eighth Supplemental Indenture”), by and between the SFPUC and U.S. Bank 
National Association, as trustee (the “Trustee”). The 2017 Sub-Series E Bonds will be issued under a Twenty-Ninth 
Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Ninth Supplemental Indenture”), by and 
between the SFPUC and the Trustee. The 2017 Sub-Series F Bonds will be issued under a Thirtieth Supplemental 
Indenture, dated as of December 1, 2017 (the “Thirtieth Supplemental Indenture”), by and between the SFPUC 
and the Trustee. The 2017 Sub-Series G Bonds will be issued under a Thirty-First Supplemental Indenture, dated as 
of December 1, 2017 (the “Thirty-First Supplemental Indenture”), by and between the SFPUC and the Trustee. 
The Twenty-Eighth Supplemental Indenture, the Twenty-Ninth Supplemental Indenture, the Thirtieth Supplemental 
Indenture and the Thirty-First Supplemental Indenture each supplement the Amended and Restated Indenture, dated 
as of August 1, 2002 (as supplemented and amended to date, the “Indenture”), by and between the SFPUC and the 
Trustee.  
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The 2017 Series DEFG Bonds are being issued under a resolution adopted by the SFPUC governing body 
(the “Commission”) on December 12, 2017. 

See “OBLIGATIONS PAYABLE FROM REVENUES—Authority for Issuance of Revenue Bonds and 
Other Obligations Payable from Revenues.” 

Plan of Refunding 

The 2017 Series DEFG Bonds are being issued to (i) provide funds to refund a portion of various series of 
the SFPUC’s Outstanding Bonds (as defined herein), and (ii) pay the costs of issuance of the 2017 Series DEFG 
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 of the City (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 several 
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 2017 Series DEFG 
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 (in the case of Bonds issued as Build America Bonds) received by the SFPUC to the punctual 
payment of principal of, and premium, if any, and interest on the 2017 Series DEFG Bonds and all outstanding 
parity revenue bonds, notes or other evidences of indebtedness authorized by the Indenture (collectively, the 
“Bonds”), subject to the allocation of funds provided in the Indenture. The 2017 Series DEFG 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 2017 Series 
DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds. The 2017 Series 
DEFG 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. 
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No Bond Reserve Account (as defined herein) will be established for the 2017 Series DEFG Bonds. Bond 
Reserve Accounts have been established with respect to certain other series of Bonds. Such Bond Reserve Accounts 
do not secure the 2017 Series DEFG Bonds. 

See “SECURITY FOR THE BONDS.” 

Outstanding and Future Parity Bonds and Other Indebtedness 

The SFPUC has previously issued 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 2017 Series DEFG Bonds. See 
“OBLIGATIONS PAYABLE FROM REVENUES.” 

The Indenture provides that additional series of Bonds secured by Revenues on parity with the Outstanding 
Bonds and the 2017 Series DEFG 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 may issue additional Bonds from time to time to fund additional capital projects (see 
“FINANCING OF CAPITAL IMPROVEMENTS”) and may also issue refunding Bonds in response to market 
conditions in order to achieve debt service savings (see “SECURITY FOR THE BONDS—Refunding Bonds”). 

The SFPUC issued its San Francisco Water Revenue Bonds, 2017 Sub-Series A (WSIP) (Green 
Bonds) (the “2017 Sub-Series A Bonds”), its San Francisco Water Revenue Bonds, 2017 Sub-Series B (Non-
WSIP) (the “2017 Sub-Series B Bonds”) and its San Francisco Water Revenue Bonds, 2017 Sub-Series C 
(Hetch Hetchy) (the “2017 Sub-Series C Bonds” and, together with the 2017 Sub-Series A Bonds and the 2017 
Sub-Series B Bonds, the “2017 Series ABC Bonds”), in an aggregate principal amount of $339,540,000, to 
refund commercial paper notes issued to finance or refinance a portion of the design, acquisition and 
construction of various capital projects in furtherance of the SFPUC’s Water System Improvement Program 
(“WSIP”) and the Hetchy Water Program and to finance and refinance a portion of the design, acquisition 
and construction of various capital projects of benefit to the SFPUC’s Water Enterprise on December 13, 
2017. The 2017 Series ABC Bonds are not being offered pursuant to this Official Statement. 

Risk Factors 

Investment in the 2017 Series DEFG 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 2017 Series DEFG Bonds, see “RISK FACTORS.” 

Continuing Disclosure 

The SFPUC has covenanted for the benefit of the Owners and Beneficial Owners of the 2017 Series DEFG 
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, 2019, with the report for Fiscal Year 2017-18, 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.” 
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Other Matters 

Brief descriptions of the 2017 Series DEFG Bonds, the security and sources of payment for the 2017 Series 
DEFG Bonds, the SFPUC, the Water Enterprise, the SFPUC’s capital improvement program, including 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 Francisco, CA 94102 
Attention: Assistant General Manager, Business Services and Chief Financial Officer  
(415) 554-3155 

THE 2017 SERIES DEFG BONDS 

General 

The 2017 Series DEFG 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 
2017 Series DEFG Bonds is payable on May 1 and November 1 of each year, beginning May 1, 2018. Interest on 
the 2017 Series DEFG Bonds will be calculated on the basis of a 360-day year composed of twelve 30-day months. 

The 2017 Series DEFG Bonds will mature on the dates and in the principal amounts set forth on the inside 
cover page of this Official Statement. The 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds. 

So long as DTC, or its nominee, Cede & Co., is the Owner of the 2017 Series DEFG Bonds, all payments 
on the 2017 Series DEFG 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 
2017 Series DEFG Bonds will be the responsibility of the DTC Participants. See “APPENDIX G—SECURITIES 
DEPOSITORY AND BOOK-ENTRY SYSTEM.” 

Redemption 

Optional Redemption of 2017 Sub-Series D Bonds. The 2017 Sub-Series D Bonds maturing on and after 
November 1, 2028, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2027, 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 2017 Sub-Series D Bonds to be redeemed, plus accrued interest 
thereon to the date fixed for redemption, without premium. 

Optional Redemption of 2017 Sub-Series E Bonds. The 2017 Sub-Series E Bonds maturing on and after 
November 1, 2028, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2027, 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 2017 Sub-Series E Bonds to be redeemed, plus accrued interest thereon 
to the date fixed for redemption, without premium. 
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Optional Redemption of 2017 Sub-Series F Bonds. The 2017 Sub-Series F Bonds maturing on and after 
November 1, 2028, are subject to redemption prior to their stated maturity, at the option of the SFPUC, from any 
source of available funds, as a whole or in part, on any date on or after November 1, 2027, 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 2017 Sub-Series F Bonds to be redeemed, plus accrued interest thereon 
to the date fixed for redemption, without premium. 

Selection of 2017 Series DEF 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 2017 Sub-Series D Bonds, 2017 Sub-Series E Bonds or 2017 Sub-Series F 
Bonds of any one tenor and maturity are called for redemption and the Bonds of such Sub-Series are redeemable by 
lot, the Trustee will select the 2017 Sub-Series D Bonds, 2017 Sub-Series E Bonds or 2017 Sub-Series F Bonds, as 
applicable, of the tenor and maturity to be redeemed from the Outstanding 2017 Sub-Series D Bonds, 2017 Sub-
Series E Bonds or 2017 Sub-Series F Bonds, as applicable, of that tenor and maturity, by lot or by any other manner 
the Trustee deems fair and equitable. For purposes of such selection, Bonds of each Sub-Series will be deemed to be 
made up of $5,000 portions of principal, any of which may be redeemed separately. 

Make-Whole Optional Redemption of 2017 Sub-Series G Bonds. The 2017 Sub-Series G Bonds shall be 
subject to redemption prior to their stated maturities, at the option of the SFPUC, from any source of available 
funds, as a whole or in part, on any Business Day, at a redemption price equal to the greater of (i) 100% of the 
principal amount of such maturity to be redeemed or (ii) the Discounted Value thereof, plus in either case, accrued 
interest thereon to the date of redemption. The 2017 Sub-Series G Bonds may be redeemed in any order of maturity 
and in any principal amount within a maturity as selected by the SFPUC in its sole discretion. All calculations and 
determinations referred to under this caption “Redemption—Make-Whole Optional Redemption of 2017 Sub-Series 
G Bonds,” except the determinations of the SFPUC referenced in the preceding sentence, are expected (but not 
required) to be made by a financial advisor or other agent selected by the SFPUC for such purposes (the 
“Calculation Agent”). 

“Discounted Value” means, with respect to each maturity of the 2017 Sub-Series G Bonds to be redeemed, 
the sum as determined by the SFPUC or the Calculation Agent of the amounts obtained by discounting all remaining 
scheduled payments of principal and interest (exclusive of interest accrued to the date of redemption) on such 
maturity from their respective scheduled payment dates to the applicable redemption date, at a yield (computed on a 
semi-annual basis, assuming a 360-day year consisting of twelve 30-day months) equal to the applicable Discount 
Yield. 

“Discount Yield” means, with respect to the 2017 Sub-Series G Bonds to be redeemed on a particular date, 
the Blended Treasury Yield determined by the SFPUC or the Calculation Agent with respect to the 2017 Sub-Series 
G Bonds of such maturity to be redeemed, plus 10 basis points. 

“Blended Treasury Yield” means, with respect to the 2017 Sub-Series G Bonds of a particular maturity, 
the yield computed by the SFPUC or the Calculation Agent as the linear interpolation of two Market Treasury 
Yields such that the theoretical maturity that corresponds to the interpolated Market Treasury Yield equals the date 
that corresponds to the remaining average life of the 2017 Sub-Series G Bonds of such maturity to be redeemed 
from the redemption date. The first Market Treasury Yield shall be based on an actively traded U.S. Treasury 
security or U.S. Treasury index whose maturity is closest to but no later than the date corresponding to the 
remaining average life of the 2017 Sub-Series G Bonds of the maturity to be redeemed; the second Market Treasury 
Yield shall be based on an actively traded U.S. Treasury security or U.S. Treasury index whose maturity is closest to 
but no earlier than the date corresponding to the remaining average life of the 2017 Sub-Series G Bonds of the 
maturity to be redeemed. 

“Market Treasury Yield” means that yield, as determined by the SFPUC or the Calculation Agent, 
assuming semi-annual compounding based upon a 360-day year consisting of twelve 30-day months, which is equal 
to: 

(i) the yield for the applicable maturity of an actively traded U.S. Treasury security, reported, as of 
11:00 a.m., New York City time, on the Valuation Date on the display designated as “Page PXl” 
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of the Bloomberg Financial Markets Services Screen (or, if not available, any other nationally 
recognized trading screen reporting on-line intraday trading in U.S. Treasury securities); or 

(ii) if the yield described in (i) above is not reported as of such time or the yield reported as of such 
time is not ascertainable, the most recent yield data for the applicable U.S. Treasury maturity 
index from the federal Reserve Statistical Release H.15 Daily Update (or any comparable or 
successor publication) reported, as of 11:00 a.m., New York City time, on the Valuation Date; or 

(iii) if the yields described in (i) and (ii) above are not reported as of such time or the yields reported as 
of such time are not ascertainable, the yield for the applicable maturity of any actively traded U.S. 
Treasury security shall be based upon the average of yield quotations for such security (after 
excluding the highest and lowest quotations) as of 3:30 p.m., New York City time, on the 
Valuation Date received from no less than five primary dealers in U.S. Government securities 
selected by the SFPUC.  

“Valuation Date” means no less than the third Business Day nor more than the twentieth Business Day 
preceding the redemption date. 

Each yield quotation for each actively traded U.S. Treasury security required in (i) and (iii) above shall be 
determined using the average of the bid and ask prices for that security. 

Selection of 2017 Sub-Series G Bonds for Redemption. If the 2017 Sub-Series G Bonds are not registered 
in book-entry only form, any redemption of less than all of a maturity of the 2017 Sub-Series G Bonds shall be 
effected by the SFPUC or the Paying Agent among owners on a pro rata basis in the principal amount of $5,000 or 
any integral multiple thereof. The particular 2017 Sub-Series G Bonds to be redeemed shall be determined by the 
SFPUC or the Paying Agent, using such method as the SFPUC or the Paying Agent shall deem fair and appropriate. 

If the 2017 Sub-Series G Bonds are registered in book-entry only form and so long as DTC or a successor 
securities depository is the sole registered owner of the 2017 Sub-Series G Bonds, if less than all of the 2017 Sub-
Series G Bonds of a maturity are called for prior redemption, the particular 2017 Sub-Series G Bonds or portions 
thereof to be redeemed shall be selected on a “Pro Rata Pass-Through Distribution of Principal” basis in accordance 
with DTC procedures, provided that, so long as the 2017 Sub-Series G Bonds are held in book-entry form, the 
selection for redemption of such 2017 Sub-Series G Bonds shall be made in accordance with the operational 
arrangements of DTC then in effect that currently provide for adjustment of the principal by a factor provided by the 
SFPUC or the Paying Agent pursuant to DTC operational arrangements. If the SFPUC or the Paying Agent do not 
provide the necessary information and identify the redemption as on a Pro Rata Pass-Through Distribution of 
Principal basis, the 2017 Sub-Series G Bonds will be selected for redemption in accordance with DTC procedures 
by lot. 

It is the SFPUC’s intent with respect to the 2017 Sub-Series G Bonds that redemption allocations made by 
DTC, the DTC Participants or such other intermediaries that may exist between the SFPUC and the Beneficial 
Owners be made on a “Pro Rata Pass-Through Distribution of Principal” basis as described above. However, the 
SFPUC can provide no assurance that DTC, the DTC Participants or any other intermediaries will allocate 
redemptions among Beneficial Owners on such basis. If the DTC operational arrangements do not allow for the 
redemption of the 2017 Sub-Series G Bonds on a Pro Rata Pass-Through Distribution of Principal basis as discussed 
above, then the 2017 Sub-Series G Bonds will be selected for redemption in accordance with DTC procedures by 
lot. 

Notice of Redemption. Notice of redemption will be mailed by the Trustee at least 30 days but not more 
than 60 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 2017 Sub-Series D Bond, 2017 Sub-Series E Bond, 2017 Sub-Series F Bond or 2017 Sub-
Series G 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 2017 Sub-Series D Bond, 2017 Sub-Series E Bond, 2017 Sub-Series F Bond or 2017 Sub-
Series G 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.” 
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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 2017 Series DEFG 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 from and after the date so designated interest on such 2017 Series DEFG Bonds called for redemption 
will cease to accrue, and such 2017 Series DEFG Bonds will cease to be entitled to any benefit or security under the 
Indenture, and the Owners of said 2017 Series DEFG 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 2017 Series DEFG 
Bonds will pay such 2017 Series DEFG Bonds at the applicable redemption price, together with accrued interest 
thereon. All 2017 Series DEFG Bonds redeemed will be cancelled upon surrender and no 2017 Series DEFG 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 2017 Sub-Series D Bond, 2017 Sub-
Series E Bond, 2017 Sub-Series F Bond or 2017 Sub-Series G 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.” 

PLAN OF REFUNDING 

General 

The proceeds of the 2017 Sub-Series D Bonds will be applied to (i) refund a portion of the SFPUC’s 
outstanding San Francisco Water Revenue Bonds, 2011 Sub-Series A Bonds (WSIP) (the “2011 Sub-Series A 
Bonds”), (ii) refund a portion of the SFPUC’s outstanding San Francisco Water Revenue Bonds, 2012 Sub-Series A 
Bonds (WSIP) (the “2012 Sub-Series A Bonds”), and (iii) pay the costs of issuance of the 2017 Sub-Series D 
Bonds.  

The proceeds of the 2017 Sub-Series E Bonds, together with certain other moneys available for such 
purpose, will be applied to (i) refund a portion of the SFPUC’s outstanding San Francisco Water Revenue Bonds, 
2011 Sub-Series C Bonds (Local Water Main), (ii) refund a portion of the SFPUC’s outstanding San Francisco 
Water Revenue Bonds, 2011 Sub-Series D Bonds (Refunding), (iii) refund a portion of the SFPUC’s outstanding 
San Francisco Water Revenue Bonds, 2012 Sub-Series C Bonds (Refunding), and (iv) pay the costs of issuance of 
the 2017 Sub-Series E Bonds.  

The proceeds of the 2017 Sub-Series F Bonds, together with certain other moneys available for such 
purpose, will be applied to (i) refund a portion of the SFPUC’s outstanding San Francisco Water Revenue Bonds, 
2011 Sub-Series B Bonds (Hetch Hetchy), and (ii) pay the costs of issuance of the 2017 Sub-Series F Bonds. 

The proceeds of the 2017 Sub-Series G Bonds will be applied to (i) refund a portion of the SFPUC’s 
outstanding 2011 Sub-Series A Bonds, and (ii) pay the costs of issuance of the 2017 Sub-Series G Bonds. 

See “OBLIGATIONS PAYABLE FROM REVENUES – Outstanding Parity Revenue Bonds.”  

The following tables detail the Series, maturity dates and principal amounts of Bonds which will be 
refunded with proceeds of the 2017 Series DEFG Bonds (the “Refunded Bonds”). 



 

8 

Refunded Bonds 

Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2011 Sub-Series A Bonds (WSIP) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP*  
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2022 $17,380,000 5.00% UC1 $  17,380,000 11/1/2021 
11/1/2023 18,250,000 5.00 UD9 18,250,000 11/1/2021 
11/1/2024 19,160,000 5.00 UE7 19,160,000 11/1/2021 
11/1/2025 20,120,000 5.00 UF4 20,120,000 11/1/2021 
11/1/2026 21,125,000 5.00 UG2 21,125,000 11/1/2021 
11/1/2027 22,180,000 5.00 UH0 22,180,000 11/1/2021 
11/1/2028 23,285,000 5.00 UJ6 23,285,000 11/1/2021 
11/1/2029 24,455,000 5.00 UK3 24,455,000 11/1/2021 
11/1/2030 25,675,000 5.00 UL1 25,675,000 11/1/2021 
11/1/2032 28,110,000 5.00 UN7 28,110,000 11/1/2021 
11/1/2033 29,510,000 5.00 UP2 29,510,000 11/1/2021 
11/1/2034 30,985,000 5.00 UQ0 30,985,000 11/1/2021 

Total: $280,235,000   $280,235,000  

Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2011 Sub-Series B Bonds (Hetch Hetchy) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP*  
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2022 $  785,000 4.00% VL0 $  785,000 11/1/2021 
11/1/2023 820,000 5.00 VM8 820,000 11/1/2021 
11/1/2024 860,000 5.00 VN6 860,000 11/1/2021 
11/1/2025 900,000 5.00 VP1 900,000 11/1/2021 
11/1/2026 945,000 5.00 VQ9 945,000 11/1/2021 
11/1/2027 995,000 5.00 VR7 995,000 11/1/2021 
11/1/2028 1,045,000 4.00 VS5 1,045,000 11/1/2021 
11/1/2029 1,085,000 5.00 VT3 1,085,000 11/1/2021 
11/1/2030 1,140,000 5.00 VU0 1,140,000 11/1/2021 
11/1/2031 1,200,000 5.00 VV8 1,200,000 11/1/2021 

Total: $9,775,000   $9,775,000  

 

                                                         
*  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 CUSIP services. Neither the SFPUC nor the 
Underwriters assume any responsibility for the accuracy of the CUSIP data. 
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Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2011 Sub-Series C Bonds (Local Water Main) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP*  
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2022 $  860,000 4.00% WL9 $   860,000 11/1/2021 
11/1/2023 890,000 5.00 WM7 890,000 11/1/2021 
11/1/2024 935,000 5.00 WN5 935,000 11/1/2021 
11/1/2025 985,000 5.00 WP0 985,000 11/1/2021 
11/1/2026 1,035,000 5.00 WQ8 1,035,000 11/1/2021 
11/1/2027 1,085,000 5.00 WR6 1,085,000 11/1/2021 
11/1/2028 1,140,000 4.00 WS4 1,140,000 11/1/2021 
11/1/2029 1,185,000 5.00 WT2 1,185,000 11/1/2021 
11/1/2030 1,245,000 5.00 WU9 1,245,000 11/1/2021 
11/1/2031 1,305,000 5.00 WV7 1,305,000 11/1/2021 

Total: $10,665,000   $10,665,000  

Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2011 Sub-Series D Bonds (Refunding) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP*  
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2022 $6,130,000 5.00% UY3 $      70,000 11/1/2021 
11/1/2023 6,445,000 5.00 UZ0 70,000 11/1/2021 
11/1/2024 6,775,000 5.00 VA4 75,000 11/1/2021 
11/1/2025 6,410,000 5.00 VB2 6,410,000 11/1/2021 
11/1/2026 6,760,000 5.00 VC0 6,760,000 11/1/2021 
11/1/2027 7,125,000 5.00 VD8 7,125,000 11/1/2021 
11/1/2028 7,520,000 4.00 VE6 7,520,000 11/1/2021 

Total: $47,165,000   $28,030,000  

Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2012 Sub-Series A Bonds (WSIP) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP* 
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2031 $15,705,000 5.00% XG9 $15,705,000 5/1/2022 
11/1/2032 25,515,000 5.00 XH7 25,515,000 5/1/2022 
11/1/2033 37,490,000 5.00 XJ3 37,490,000 5/1/2022 
11/1/2034 39,445,000 5.00 XK0 39,445,000 5/1/2022 
11/1/2035 41,375,000 5.00 XL8 14,000,000 5/1/2022 

Total: $159,530,000   $132,155,000  

                                                         
*  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 CUSIP services. Neither the SFPUC nor the 
Underwriters assume any responsibility for the accuracy of the CUSIP data. 
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Public Utilities Commission of the City and County of San Francisco,  
San Francisco Water Revenue Bonds, 2012 Sub-Series C Bonds (Refunding) 

Maturity 

Outstanding 
Principal 
Amount Interest Rate 

CUSIP*  
(Base No. 
79765R) 

Principal 
Amount to be 

Refunded 

Payment or 
Redemption 

Date 
11/1/2029 $16,530,000 5.00% XW4 $  7,650,000 5/1/2022 
11/1/2030 17,405,000 5.00 XX2 8,065,000 5/1/2022 

Total: $33,935,000   $15,715,000  

A portion of the proceeds of the 2017 Series DEFG Bonds in an amount sufficient to refund and legally 
defease the Refunded Bonds will be deposited in an Escrow Fund established by the Trustee, acting as escrow agent 
(the “Escrow Agent”), under an Escrow Agreement, dated as of December 1, 2017 (the “Escrow Agreement”), by 
and between the SFPUC and the Escrow Agent. A portion of the funds deposited in the Escrow Fund 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 Fund, 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 2017 
Series DEFG Bonds. 

Sufficiency of the deposits in the Escrow Fund for the purposes described in the previous paragraph will be 
verified by Causey Demgen & Moore P.C., Denver, Colorado. See “VERIFICATION OF MATHEMATICAL 
ACCURACY.” 

Raymond James & Associates, Inc.  (“Raymond James”) acted as registered investment adviser to the 
SFPUC in its capacity as bidding agent in conducting a competitive bid procurement for the purchase of open 
market securities to be held in the Escrow Fund. Raymond James will receive compensation for bidding agent 
services contingent on the sale and delivery of the 2017 DEFG Bonds. 

 

(Remainder of Page Intentionally Left Blank) 

                                                         
*  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 CUSIP services. Neither the SFPUC nor the 
Underwriters assume any responsibility for the accuracy of the CUSIP data. 
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ESTIMATED SOURCES AND USES OF FUNDS 

The proceeds of the 2017 Series DEFG Bonds are expected to be applied as follows: 

 

2017  
Sub-Series D 

Bonds 

2017  
Sub-Series E 

Bonds 

2017  
Sub-Series F 

Bonds 

2017  
Sub-Series G 

Bonds 

Total 2017 
Series DEFG 

Bonds 
Sources of Funds      

Par Amount $350,305,000.00 $48,890,000.00 $8,705,000.00 $34,280,000.00 $442,180,000.00 
Plus Original Issue Premium 78,215,491.80 11,254,978.00 1,992,755.00 -- 91,463,224.80 
Bond Reserve Fund Releases -- 531,420.68 172,893.71 -- 704,314.39 

Total Sources $428,520,491.80 $60,676,398.68 $10,870,648.71 $34,280,000.00 $534,347,539.19 
      
Uses of Funds      

Deposit to Escrow Fund(1) $427,498,994.80 $60,529,194.10 $10,839,302.17 $34,187,457.08 $533,054,948.15 
Underwriters’ Discount 510,517.80 71,307.42 12,694.58 48,660.66 643,180.46 
Costs of Issuance(2) 510,979.20  75,897.16  18,651.96 43,882.26  649,410.58  

Total Uses $428,520,491.80 $60,676,398.68 $10,870,648.71 $34,280,000.00 $534,347,539.19 
____________________ 
(1) Represents deposits to the Escrow Fund established under Escrow Agreement. See “PLAN OF REFUNDING.”  
(2) The costs of issuance include amounts for legal fees, Trustee and Escrow Agent fees, municipal advisor fees, Verification 

Agent fees, escrow agent bidding fees, rating agency fees, printing costs, and other issuance costs relating to the issuance of 
the 2017 Series DEFG Bonds. 

GREEN BONDS DESIGNATION AND CLIMATE CERTIFICATION 

The 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds are being designated by the SFPUC as 
“Green Bonds.” The purpose of designating the offered bonds as “Green Bonds” is to allow investors to invest 
directly in bonds which finance environmentally beneficial projects (“Green Projects”). For purposes of such 
determination, the SFPUC considers the projects included in the WSIP to be Green Projects. The proceeds of the 
2011 Sub-Series A Bonds and the 2012 Sub-Series A Bonds were and proceeds of the 2017 Sub-Series D Bonds and 
the 2017 Sub-Series G Bonds will be applied to finance and refinance WSIP projects. See “PLAN OF 
REFUNDING,” “ESTIMATED SOURCES AND USES OF FUNDS,” “APPENDIX C—WATER SYSTEM 
IMPROVEMENT PROGRAM.” The 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds will not 
constitute “exempt facility bonds” issued to finance “qualified green building and sustainable design projects” 
within the meaning of Section 142(1) of the Code.  

The Climate Bonds Initiative (the “CBI”) is an international, investor-focused non-profit organization 
working to focus the global bond market on climate change solutions through the development and promotion of an 
efficient “green” bond market. The CBI has established and manages the Climate Bonds Standard (the “Climate 
Bonds Standard”) under which the 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds have been 
certified, in accordance with the “Water Criteria” under the Climate Bonds Standard. The certification of the 2017 
Sub-Series D Bonds and the 2017 Sub-Series G Bonds reflects only the views of the CBI. The explanation of the 
significance of this certification may be obtained from the CBI. The SFPUC has provided certain information and 
materials to the CBI, including information concerning prior and anticipated capital project expenditures related to 
the WSIP (some of which does not appear in this Official Statement). As part of the certification process, the 
SFPUC retained Sustainalytics U.S., Inc., a subsidiary of Sustainalytics Holding, B.V, Netherlands (collectively, 
“Sustainalytics”), to provide a verification that the 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds are 
aligned with the Climate Bonds Standard.  
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The certification of the 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds as Climate Bonds by 
the CBI is based solely on the Climate Bonds Standard and does not, and is not intended to make any representation 
or give any assurance with respect to any other matter relating to the 2017 Sub-Series D Bonds, the 2017 Sub-
Series G Bonds or any WSIP project, including but not limited to this Official Statement, the transaction documents, 
the SFPUC or the management of the SFPUC. 

The certification of the 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds as Climate Bonds by 
the CBI was addressed solely to the Commission and is not a recommendation to any person to purchase, hold or 
sell the 2017 Sub-Series D Bonds or the 2017 Sub-Series G Bonds and such certification does not address the 
market price or suitability of the 2017 Sub-Series D Bonds or the 2017 Sub-Series G Bonds for a particular investor. 
The certification also does not address the merits of the decision by the SFPUC or any third party to participate in 
any WSIP project and does not express and should not be deemed to be an expression of an opinion as to the SFPUC 
or any aspect of any WSIP project (including but not limited to the financial viability of any WSIP project) other 
than with respect to conformance with the Climate Bonds Standard. 

In issuing or monitoring, as applicable, the certification, the CBI has assumed and relied upon and will 
assume and rely upon the accuracy and completeness in all material respects of the information supplied or 
otherwise made available to the CBI. The CBI does not assume or accept any responsibility to any person for 
independently verifying (and it has not verified) such information or to undertake (and it has not undertaken) any 
independent evaluation of any WSIP project or the SFPUC. In addition, the CBI does not assume any obligation to 
conduct (and it has not conducted) any physical inspection of a WSIP project. The certification may only be used 
with the 2017 Sub-Series D Bonds and the 2017 Sub-Series G Bonds and may not be used for any other purpose 
without the CBI’s prior written consent. 

The certification does not and is not in any way intended to address the likelihood of timely payment of 
interest when due on the 2017 Sub-Series D Bonds or the 2017 Sub-Series G Bonds and/or the payment of principal 
at maturity or any other date.  

The certification may be withdrawn at any time in the CBI’s sole and absolute discretion and there can be 
no assurance that such certification will not be withdrawn. 

The CBI is not a licensed broker-dealer or a nationally recognized statistical ratings organization. 
Certification by the CBI is not a recommendation to buy, sell or hold securities, and such certification may be 
subject to revision or withdrawal, including, without limitation, in the event that the SFPUC’s future capital 
expenditures from the proceeds of the 2017 Sub-Series D Bonds or the 2017 Sub-Series G Bonds vary from the 
anticipated expenditures reviewed by the CBI. The SFPUC will undertake reasonable efforts to ensure that any 
adjustment of capital expenditures or other actions taken with respect to the 2017 Sub-Series D Bonds and the 2017 
Sub-Series G Bonds will not result in revision or withdrawal of the CBI’s certification; however, there can be no 
guarantee that such adjustment or other action or a future revision to the CBI’s criteria for certifying bonds will not 
result in a withdrawal or revision of the CBI’s certification. 

The Indenture does not restrict the use of proceeds of future issuances of Bonds to the financing of Green 
Projects and in the future the SFPUC may issue Additional Bonds which are not designated as Green Bonds or 
certified by the CBI. 

The repayment obligations of the SFPUC with respect to the 2017 Sub-Series D Bonds and the 2017 Sub-
Series G Bonds are not conditioned on the completion of any particular project or the satisfaction of any condition 
relating to the status of the 2017 Sub-Series D Bonds or the 2017 Sub-Series G Bonds as Green Bonds or the 
certification of such bonds by the CBI. See “SECURITY FOR THE BONDS.” 



 

13 

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 (with respect to Bonds issued as Build America Bonds) received by the SFPUC to the 
punctual payment of principal of, and premium, if any, and interest on the Bonds, including the 2017 Series DEFG 
Bonds and 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 2017 Series DEFG 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 2017 SERIES DEFG 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 2017 SERIES DEFG 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 2017 SERIES DEFG BONDS. THE 
2017 SERIES DEFG 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 Hetch 
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, but 
excluding: 

(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; 
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(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 grantor; 

(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. 

The term “Revenues” also includes (i) 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 (ii) any other moneys, proceeds and other amounts that the 
SFPUC determines should be “Revenues” under the Indenture. 

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)(1) 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. As described below under “Rate 
Covenants—Debt Service Coverage”, the SFPUC is permitted to include within the calculation of Revenues any 
Refundable Credits which are required or permitted to be made under Federal sequestration legislation. 

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 pensions 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 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 
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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 Bonds of such Series that are 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 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). 

Principal. Second, on or before the fifth Business Day preceding each 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 other 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 
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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 for any Series of 
Bonds 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 2017 Series DEFG Bonds. 

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 in “—Sufficiency of Revenues” 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 
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amount equal to the Refundable Credits the SFPUC is scheduled to receive during each such twelve-month period 
ending June 30. Under the Indenture, 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, the 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 
Maximum Annual Debt Service, Annual Debt Service, Debt Service and Average Annual Debt Service until the 
receipt of such Refundable Credits resumes and all prior deficiencies are cured. 

Pursuant to Federal sequestration legislation passed by Congress in 2011 and 2013, Federal subsidy 
payments for direct pay bonds, including Build America Bonds, have been reduced (by formula) from the original 
funding subsidy level of 35% of interest costs on direct pay bonds, including Build America Bonds. The 
sequestration reduction rate of the Federal subsidy payment for Build America Bonds is 6.6% for the Federal 
government’s fiscal year beginning October 1, 2017, and this means that refundable credits sought by the SFPUC 
for its Build America Bonds will be reduced by this percentage. This reduction will increase the SFPUC’s net 
interest cost. The percentage reduction is re-determined for each Federal fiscal year. At present, pursuant to Federal 
legislation, sequestration will continue through fiscal year 2023. However, legislation has been introduced in 
Congress which, if enacted, may significantly increase sequestration rates for direct pay bonds, including Build 
America Bonds, and may have the effect in some years of eliminating subsidy payments entirely. The SFPUC can 
give no assurance regarding the level of subsidy payments or changes in the sequestration rate, if any, in the future. 
In Fiscal Year 2016-17, the SFPUC received approximately $24.2 million in Refundable Credits for the Water 
Enterprise. 

The Indenture did not originally contemplate the reduction of Federal subsidies in the manner established 
by Federal sequestration legislation; however, the SFPUC has amended the Indenture to clarify that Refundable 
Credits scheduled to be paid pursuant to Federal sequestration legislation (“Partial BABs Subsidy Payments”) will 
be permitted to be included as “Revenues” under the Indenture (although such Refundable Credits will not be 
permitted to be used as a credit against Debt Service for any purposes under the Indenture). The SFPUC has also 
proposed another amendment, which will not become effective until approval by a majority of the aggregate 
principal amount of Bond Obligation of the Bonds then Outstanding and certain notice requirements contained in the 
Indenture have been satisfied (the date of effectiveness of such amendment hereinafter referred to as the 
“Amendment Effective Date”), which will permit Refundable Credits scheduled to be received under Federal 
sequestration legislation (or under other Federal regulation, pronouncement or similar action) to be used as a credit 
against interest coming due on the Build America Bonds for the purpose of calculating Maximum Annual Debt 
Service, Annual Debt Service, Debt Service and Average Annual Debt Service. To avoid double counting, 
Refundable Credits used as a credit against Debt Service are not included in the calculation of Revenues for any 
purpose under the Indenture. See the footnote to “APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF 
THE INDENTURE—DEFINITIONS—Maximum Annual Debt Service, Annual Debt Service, Debt Service, 
Average Annual Debt Service.” By their purchase of 2017 Series DEFG Bonds, the purchasers of 2017 Series 
DEFG Bonds irrevocably consent to the provisions of such amendment. 

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). 

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 
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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 2017 Series DEFG 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 with cash, bond 
proceeds or 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-Eighth Supplemental Indenture, the Twenty-Ninth Supplemental 
Indenture, the Thirtieth Supplemental Indenture and the Thirty-First Supplemental Indenture, no Bond 
Reserve Account has been established for the 2017 Sub-Series D Bonds, the 2017 Sub-Series E Bonds, the 
2017 Sub-Series F Bonds, or the 2017 Sub-Series G Bonds, respectively. The Bond Reserve Accounts 
established with respect to other Series of Bonds do not secure, and will not be available for, the 2017 Series 
DEFG 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 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 
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construction of the Project (as such term is defined in the Indenture) or any portion thereof, the Improvement Fund. 
Notwithstanding the foregoing, the SFPUC has the right to withdraw excess amounts on deposit in the Bond 
Reserve Fund at any time upon request to the Trustee. 

Bond Debt Service Reserve Fund Policies. On November 1, 2016, the SFPUC caused to be supplied by 
MUFG Union Bank, N.A. (“MUFG Union Bank”), a Qualified Bank, lines of credit constituting Bond Debt 
Service Reserve Fund Policies (the “Bond Debt Service Reserve Fund Policies”) to satisfy the respective Required 
Reserves for its Water Revenue Bonds, 2009 Series A, 2009 Series B, 2010 Sub-Series F, 2011 Sub-Series A and 
2012 Sub-Series A (the “Secured Series of Bonds”). The SFPUC and MUFG Union Bank entered into a credit 
agreement (a “Credit Agreement”) with respect to each Bond Debt Service Reserve Fund Policy. The delivery of 
the Bond Debt Service Reserve Fund Policies allowed the release of $60,070,950.20 in aggregate principal amount 
from the Bond Reserve Accounts. Released amounts will be used by the SFPUC to finance capital costs. 

The Bond Debt Service Reserve Fund Policies will not secure the 2017 Series DEFG Bonds. 

The Bond Debt Service Reserve Fund Policies 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 Debt Service Reserve Fund Policies 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 Debt Service Reserve Fund Policy and the SFPUC were 
unable to deliver either a replacement Bond Debt Service Reserve Fund Policy or cash in the amount of the 
Required Reserve, the related Bond Debt Service Reserve Fund Policy would be funded with a draw on the related 
Bond Debt Service Reserve Fund Policy 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 2017 Series DEFG 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-month 
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) 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. 
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(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 such certificate and the 
certificate delivered pursuant to clause (1) may also include as an offset to Operation and 
Maintenance Costs of the Enterprise any such costs which are scheduled to be paid from moneys 
other than Revenues which are clearly available for such purpose, and include as Revenues any 
other moneys, proceeds and other amounts that the SFPUC determines should be “Revenues” 
under the Indenture. 

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 2017 Series DEFG 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. 
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Ordinance No. 112-16 Requirements. Ordinance No. 112-16 authorizes refunding bonds to be issued by 
the Commission without limitation as to the 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). 

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 of Bonds.” 

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 Interim Funding Program” and “—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 (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 defined in Appendix A) 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” and “—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 pursuant to such Proposition A authorization. 

Proposition E. Section 8B.124 of the Charter, enacted by voters of the City on November 5, 2002 as part of 
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. 
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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 30 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 Board 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 2017 Series DEFG 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 2017 Series DEFG Bonds. 

Series of Bonds Purpose 
Principal Amount Outstanding  

as of December 13, 2017 
Water Revenue Bonds,  

1991 Series A 
Repair and replacement of water 

facilities 
$     7,100,000(1) 

Water Revenue Bonds,  
2009 Series A 

Water system improvements under 
Proposition A 

16,885,000 

Water Revenue Bonds,  
2009 Series B 

Water system improvements under 
Proposition A 

14,910,000 

Water Revenue Bonds,  
2010 Series ABC (2) (3) 

Water system improvements under 
Proposition E 

399,225,000 

Water Revenue Bonds,  
2010 Series DE (2) 

Water system improvements under 
Proposition E 

407,935,000 

Water Revenue Bonds,  
2010 Series FG (2) 

Water system improvements under 
Proposition E 

378,570,000 

Water Revenue Bonds,  
2011 Series ABCD(4) 

Water system improvements under 
Proposition E and refund previously 
outstanding Bonds of the SFPUC 

708,110,000 

Water Revenue Bonds,  
2012 Series ABC(4) 

Water system improvements under 
Proposition E and refund previously 
outstanding Bonds of the SFPUC 

701,880,000 

Water Revenue Bonds,  
2012 Series D (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

24,040,000 

Water Revenue Bonds,  
2015 Series A (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

429,600,000 

Water Revenue Bonds,  
2016 Series AB (Refunding) 

Refund previously outstanding Bonds of 
the SFPUC 

873,885,000 

Water Revenue Bonds,  
2016 Series C 

Water system improvements under 
Proposition E 

253,885,000 

Water Revenue Bonds,  
2017 Series ABC 

Water system improvements under 
Proposition E 

339,540,000 

   
Total  $4,555,565,000 
 

____________________ 
(1) Issued as capital appreciation bonds. Represents full accreted value at maturity. 
(2) The 2010 Sub-Series B, Sub-Series E, and Sub-Series G Bonds were issued as Build America Bonds.  
(3) The 2010 Sub-Series C Bonds are no longer outstanding. 
(4) A portion of the outstanding San Francisco Water Revenue Bonds, 2011 Sub-Series A Bonds (WSIP), San Francisco Water 

Revenue Bonds, 2011 Sub-Series B Bonds (Hetch Hetchy), San Francisco Water Revenue Bonds, 2011 Sub-Series C Bonds 
(Local Water Main), San Francisco Water Revenue Bonds, 2011 Sub-Series D Bonds (Refunding), San Francisco Water 
Revenue Bonds, 2012 Sub-Series A Bonds (WSIP), and San Francisco Water Revenue Bonds, 2012 Sub-Series C Bonds 
(Refunding) will be refunded by the 2017 Series DEFG Bonds. See “PLAN OF REFUNDING.” 

State and Federal Loans 

In September 2017, the SFPUC entered into an Installment Sale Agreement and Grant (the “CWSRF 
Agreement”) with the State Water Resources Control Board (“SWRCB”) to finance a portion of the cost of the 
SFPUC’s San Francisco Westside Recycled Water Project (the “Westside Recycled Water Project”), a Water 
Enterprise 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—Other Non-WSIP Projects.” The CWSRF Agreement was entered into pursuant to the SWRCB’s 
Clean Water State Revolving Fund Loan Program.  
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The CWSRF Agreement provides for a $15 million grant and a $171.2 million loan (the “CWSRF Loan”). 
The CWSRF Loan has a 30-year, level amortizing fixed interest rate loan bearing interest at a rate of 1% per annum. 
Repayment of the CWSRF Loan begins one year after completion of the Westside Recycled Water Project. 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. 

In connection with the execution and delivery of the CWSRF Agreement, the SFPUC adopted the Twenty-
Fourth Supplemental Indenture which amends the Indenture to clarify the status of “Parity State Loans”, defined as 
“loan agreements or installment sale agreements entered into between the SFPUC and the State of California (or any 
board, department or agency thereof) to finance additions, betterments, extensions, repairs, renewals or replacements 
to the Water Enterprise which, by their terms, are payable from Revenues on a parity basis with debt service on the 
Bonds)”, as “evidences of indebtedness” within the meaning of the term “Bond” for certain purposes of the 
Indenture, and to make other technical amendments to facilitate the repayment of the CWSRF Loan on a parity with 
the payment of debt service on the Bonds. 

The SFPUC has no outstanding loan obligations with respect to the Water Enterprise payable to the Federal 
government from Revenues. 

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 2017 Series DEFG 
Bonds if the conditions for the issuance of parity debt under the Indenture are met. See “SECURITY FOR THE 
BONDS—Additional Series of Bonds.” 

Subordinate Debt and Interim Funding Program 

Interim Funding Program. The SFPUC has established an Interim Funding Program (the “Interim 
Funding Program”) (formerly known as the “Commercial Paper Program”) to fund construction costs relating to 
capital projects. See “FINANCING OF CAPITAL IMPROVEMENTS.” 

The Interim Funding Program is authorized for the Water Enterprise in the aggregate principal amount of 
$500 million. Of this amount, $400 million is authorized for the SFPUC to issue commercial paper notes 
(“Commercial Paper Notes”) secured by three separate bank credit facilities, as set forth below. The remaining 
$100 million of the Interim Funding Program is in the form of a bank revolving credit agreement, as set forth below. 
The revolving credit agreement permits the SFPUC to make draws directly on the bank, with the SFPUC’s payment 
obligation evidenced by a tax-exempt revolving note and a taxable revolving note (the “Revolving Notes”).  

The Commercial Paper Notes and the Revolving Notes are payable from Revenues, and are secured on a 
parity lien basis with each other. The Commercial Paper Notes and the Revolving Notes, collectively, are secured on 
a basis subordinate to the payment of debt service on the Bonds. 

The Commercial Paper Notes are secured by (i) a $200 million liquidity facility from The Bank of Tokyo 
Mitsubishi UFJ, Ltd, which expires on June 29, 2018, (ii) a $100 million letter of credit from Bank of America, NA, 
which expires on July 24, 2020, and (iii) a $100 million letter of credit from Barclays Bank PLC which expires on 
July 23, 2021. The Revolving Notes were issued pursuant to a $100 million revolving credit agreement with U.S. 
Bank National Association which expires on July 25, 2020. 

As of December 1, 2017, the SFPUC had approximately $145 million principal amount of Commercial 
Paper Notes outstanding and no amount under the Revolving Notes is outstanding. Approximately $120.5 million 
principal amount of the outstanding Commercial Paper Notes will be refunded with proceeds of the 2017 Sub-
Series A Bonds and the 2017 Sub-Series C Bonds on or about December 14, 2017.  
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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 
Bay Area Water Supply and Conservation Agency (“BAWSCA”). 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 30 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 of Supervisors 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 2017 Series 
DEFG Bonds and Parity Obligations. 
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DEBT SERVICE REQUIREMENTS ON OUTSTANDING BONDS, 2017 SERIES DEFG BONDS AND PARITY OBLIGATIONS 

Fiscal Year  
(ending  
June 30) 

Outstanding 
Bonds  
(1) (2) (3) 

2017 Sub-
Series D 
Bonds 

Principal 

2017 Sub-
Series D 
Bonds  
Interest 

2017 Sub-
Series E 
Bonds 

Principal 

2017 Sub-
Series E 
Bonds  
Interest 

2017 Sub-
Series F 
Bonds 

Principal 

2017 Sub-
Series F 
Bonds  
Interest 

2017 Sub-
Series G 
Bonds 

Principal 

2017 Sub-
Series G 
Bonds  
Interest 

Other Parity 
Obligations 

Debt  
Service(4) 

Total Debt 
Service 

(2) (3) (5) (6) 
 2018(5) $   93,624,681  -    $  5,927,968  -    $    818,377  -    $   148,710  -    $   317,797  -    $  100,837,534  
2019 261,227,441  $    835,000  17,341,800  -    2,395,250  -    435,250  $    500,000  925,058  -    283,659,799  
2020 283,824,324  860,000  17,320,550  -    2,395,250  -    435,250  500,000  914,648  -    306,250,021  
2021 298,118,019  890,000  17,289,850  -    2,395,250  -    435,250  500,000  903,573  -    320,531,941  
2022 301,409,470  925,000  17,253,550  -    2,395,250  -    435,250  820,000  887,705  $6,632,026  330,758,250  
2023 290,042,192  1,455,000  17,198,675  $   765,000  2,376,125  $  700,000  417,750  13,070,000  706,430  6,632,026  333,363,198  
2024 289,946,661  1,270,000  17,130,550  795,000  2,337,125  735,000  381,875  13,665,000  343,558  6,632,026  333,236,795  
2025 289,454,089  10,230,000  16,843,050  835,000  2,296,375  770,000  344,250  5,225,000  75,919  6,632,026  332,705,709  
2026 282,771,755  20,515,000  16,074,425  7,425,000  2,089,875  875,000  303,125  -    -    6,632,026  336,686,206  
2027 281,345,537  21,540,000  15,023,050  7,830,000  1,708,500  920,000  258,250  -    -    6,632,026  335,257,363  
2028 280,879,137  22,615,000  13,919,175  6,630,000  1,347,000  965,000  211,125  -    -    6,632,026  333,198,463  
2029 280,202,206  23,740,000  12,760,300  7,080,000  1,004,250  1,020,000  161,500  -    -    6,632,026  332,600,282  
2030 279,506,020  24,935,000  11,543,425  8,555,000  613,375  855,000  114,625  -    -    6,632,026  332,754,471  
2031 278,781,094  26,140,000  10,306,750  7,960,000  220,050  905,000  70,625  -    -    6,632,026  331,015,544  
2032 298,667,129  14,980,000  9,331,100  1,015,000  20,300  960,000  24,000  -    -    6,632,026  331,629,554  
2033 264,010,584  46,855,000  7,797,375  -    -    -    -    -    -    6,632,026  325,294,984  
2034 252,572,607  59,875,000  5,129,125  -    -    -    -    -    -    6,632,026  324,208,758  
2035 251,443,156  61,540,000  2,093,750  -    -    -    -    -    -    6,632,026  321,708,932  
2036 308,802,502  11,105,000  277,625  -    -    -    -    -    -    6,632,026  326,817,152  
2037 321,940,646  -    -    -    -    -    -    -    -    6,632,026  328,572,672  
2038 291,469,082  -    -    -    -    -    -    -    -    6,632,026  298,101,108  
2039 290,191,142  -    -    -    -    -    -    -    -    6,632,026  296,823,168  
2040 288,671,902  -    -    -    -    -    -    -    -    6,632,026  295,303,928  
2041 236,958,633  -    -    -    -    -    -    -    -    6,632,026  243,590,659  
2042 184,379,031  -    -    -    -    -    -    -    -    6,632,026  191,011,057  
2043 135,540,879  -    -    -    -    -    -    -    -    6,632,026  142,172,905  
2044 135,099,095  -    -    -    -    -    -    -    -    6,632,026  141,731,121  
2045 68,246,515  -    -    -    -    -    -    -    -    6,632,026  74,878,541  
2046 67,745,746  -    -    -    -    -    -    -    -    6,632,026  74,377,771  
2047 67,229,139  -    -    -    -    -    -    -    -    6,632,026  73,861,164  
2048 52,126,058  -    -    -    -    -    -    -    -    6,632,026  58,758,083  
2049 28,221,241  -    -    -    -    -    -    -    -    6,632,026  34,853,267  
2050 27,625,789  -    -    -    -    -    -    -    -    6,632,026  34,257,815  
2051 27,006,975  -    -    -    -    -    -    -    -    6,632,026  33,639,001  

Total(6) $7,389,080,474  $350,305,000  $230,562,093  $48,890,000  $24,412,352  $8,705,000  $4,176,835  $34,280,000  $5,074,687  $198,960,775  $8,294,447,216  

____________________ 
(1) Reflects the defeasance of the Refunded Bonds. See “PLAN OF REFUNDING.” 
(2) Net of capitalized interest payments. 
(3) Calculation of interest due on Bonds shown without an offset for Refundable Credits. 
(4) Clean Water State Revolving Fund Loan. See “OBLIGATIONS PAYABLE FROM REVENUES—State and Federal Loans.” 
(5) Does not include November 1, 2017 debt service payments. 
(6) 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 2017 SERIES DEFG 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 2017 SERIES DEFG BONDS. THE 2017 SERIES DEFG 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 San Francisco 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 Napa and Sonoma “wine country” is about an hour’s 
drive to the north. The City’s 2017 population was approximately 874,228. 

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. Major 
corporations headquartered in the City include: Salesforce, Uber Technologies Inc., Twitter, Wells Fargo, Gap Inc., 
and Pacific Gas & Electric. 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 California State Supreme Court is also based in San Francisco. 

The City is a major convention and tourist destination. According to the San Francisco Travel Association, 
a nonprofit membership organization, during the calendar year 2016, approximately 25.2 million people visited the 
City and spent an estimated $9.0 billion during their visit, of which approximately $750 million was generated to the 
City in direct spending from convention visitors. 

The City benefits from a highly skilled, educated and professional labor force. The per-capita personal 
income of the City for fiscal year 2015-16 was $95,815 and unemployment was 3.4%. 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 2015-16, SFO 
serviced approximately 51.4 million passengers and handled 451,501 metric tons of cargo. The City is also served 
by the Bay Area Rapid Transit District (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, operated by the City, 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 was the 43rd Mayor 
of the City until December 12, 2017, when he unexpectedly passed away. Pursuant to Section 13.101.5 of the 
Charter, London Breed will serve as Acting Mayor until a successor is appointed by the Board of Supervisors. A 
special election is expected to be held in June 2018 to fill the unexpired mayoral term. The City’s adopted budget for 
fiscal years 2017-18 and 2018-19 totals $10.12 billion and $10.00 billion, respectively. The General Fund portion of 
each year’s adopted budget is $5.15 billion in fiscal year 2017-18 and $5.31 billion in fiscal year 2018-19, with the 
balance being allocated to all other funds, including enterprise fund departments, such as SFO, the San Francisco 
Municipal Transportation Agency, the Port Commission and the San Francisco Public Utilities Commission. The 
City’s adopted budget for fiscal years 2017-18 and 2018-19 includes 30,835 full-time positions and 30,938 full-time 
positions, representing year‐over -year increases of 208 and 103 positions, respectively. According to the Controller 
of the City (the “Controller”), the fiscal year 2017-18 total net assessed valuation of taxable property in the City is 
approximately $234.1 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 Hetch Hetchy 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”). 

• Hetch Hetchy Water and Power operates dams (including O’Shaughnessy Dam), reservoirs (including 
Hetch Hetchy Reservoir), hydroelectric generation and transmission facilities and water transmission 
facilities from Hetch Hetchy Valley to the connection with the Water Enterprise (collectively, the 
“Hetch Hetchy Project”). In addition, Hetch Hetchy 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 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. 
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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.” 

Hetch Hetchy – Water and Power Operations. Hetch Hetchy Water and Power operates the Hetch Hetchy 
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 Hetch Hetchy Project, was created in February 2005 
as a separate system within Hetch Hetchy 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 
Irrigation District and Turlock Irrigation District (collectively, the “Irrigation 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 Seat Originally Appointed Term Expires 
Ike Kwon, President 2 February 2015 August 2018 
Vince Courtney, Vice President 5 January 2011 August 2020 
Ann Moller Caen 3 March 1997 August 2020 
Anson Moran 4 July 2009 August 2018 
Francesca Vietor 1 September 2008 August 2020 
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Management 

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 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 Hetch 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, as well as the Bay Area Council. He is a member of the National Society of Black Engineers. 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 Hetch 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 
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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 
and the National Association of Clean Water Agencies. He has a B.S. in Biology from Stanford University and an 
M.B.A. 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, Ms. Ellis served as a Commissioner for two years. She 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. Ms. Ellis 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, Ms. Ellis 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. Ms. Ellis received her M.S. 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 of Infrastructure, responsible for capital programs 
and projects implementation for SFPUC facilities, including the Water System Improvement Program, Sewer 
System Improvement Program and the Hetchy System Capital 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 development of program goals and 
objectives for the WSIP, and development of the engineering alternatives for program environmental review. She 
developed and led the team that set up the program controls system to track and report on the WSIP projects’ 
progress relative to scope, schedule and budget. In 2008, she took over the design team of SFPUC and consultant 
staff to lead production of project designs for construction, working to ensure that projects met the WSIP level of 
service goals and objectives for seismic and delivery reliability, water quality, and water supply. She is a licensed 
professional civil engineer in California, and holds a degree in Civil Engineering from the University of California, 
Berkeley. 

Brian Henderson. Brian Henderson is the Interim 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. Henderson oversees operations, maintenance, facility improvements and regulatory compliance for 
the City’s four wastewater treatment plants, 56 pump stations, 993-mile long collection system, eight 
transport/storage facilities and 36 sewage discharge structures, as well as Treasure Island facilities. Mr. Henderson 
has over 20 years of engineering management experience within the City’s public works, water, power and sewer 
providing departments. He has served as Interim Program Director of Sewer System Improvement Program. He is a 
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licensed professional mechanical engineer in California and holds a degree in Mechanical Engineering from the 
University of California, Berkeley.  

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. 

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. The City reached agreements 
with all the labor unions whose contracts were set to expire June 30, 2017. These agreements extend the current 
contracts for two years, and provide employees with a 3% cost of living increase in each of those two years. The 
City’s labor unions and the Board of Supervisors have ratified the agreements. 

The SFPUC employs approximately 2,284 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, 15 presently represent 
SFPUC employees. Most City employees collectively bargain every two years. 

Over the next five years, approximately 33.2% 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 2020 Strategic Sustainability Plan includes an “effective 
workforce” goal, which focuses on a number of workforce development and sustainability initiatives. The SFPUC 
also provides ethics training, diversity training, management training, environmental management system training, 
as well as fraud prevention and awareness training. 

The following table summarizes the number of SFPUC and Water Enterprise employees covered by 
collective bargaining agreements as of July 1, 2017, each of which expire on June 30, 2018.  

 

(Remainder of Page Intentionally Left Blank) 
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TABLE 1 
COLLECTIVE BARGAINING AGREEMENTS 

Employee Bargaining Unit 

SFPUC 
Full-Time  
Equivalent 

Employment(1) 

Water Enterprise 
Full-Time 
Equivalent 

Employment(1) 
International Association of Machinists, Lodge 1414 98 66 
Carpenters, Local 22 40 26 
International Brotherhood of Electrical Workers, Local 6 250 60 
Laborers, Local 261 300 176 
San Francisco Association of Personnel Professionals, Local 21 68 8 
Member, Board or Commission 5 5 
Municipal Executives Association 254 68 
Operating Engineers, Local 3 48 38 
Plumbers, Local 38 464 336 
International Federation of Professional and Technical Engineers, Local 21 1,295 395 
Service Employees International Union, Local 1021 544 170 
San Francisco City Workers United -- -- 
Stationary Engineers, Local 39 628 182 
Teamsters, Local 856  2 -- 
Teamsters, Local 853 78 38 
Transport Workers Union Local 250-A, Automotive Service Workers 10 8 
Painters, Local 1176 18 12 
Unrepresented Employees(2) 2 -- 

Total 4,104 1,588 
____________________ 
 (1) Represents budgeted numbers as of July 1, 2017. 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.  

(2) 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 Retirement System, at 
least two of whom must be actively employed, and one 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 
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 is currently Cheiron, Inc., a nationally recognized firm selected by the Retirement Board 
pursuant to a competitive process. 
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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, 1145 Market Street, 5th 
Floor, San Francisco, CA 94103, or by calling (415) 487-7000. 

The funded status of the Plan as of July 1, 2016 (the most recent date for which information is available) 
was as follows: 

TABLE 2 
RETIREMENT PLAN FUNDED STATUS  

(AS OF JULY 1, 2016) 

 ($000,000s) 
Actuarial Liability $24,403.9 
Actuarial Value of Assets 20,654.7 
Unfunded Actuarial Liability 3,749.2 
Funded Status (assets/liabilities) 84.6% 

____________________ 
Source: SFERS July 1, 2016 Actuarial Valuation Report, Produced by Cheiron, February 2017 and SFPUC. 

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 2014-15, 2015-16 and 2016-17, the 
SFPUC’s employee contribution rates varied from 7.5% to 13.0% as a percentage of gross covered salary. For Fiscal 
Year 2016-17, 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 four Fiscal Years, the 
Water Enterprise has paid 100% of its required contributions. The contributions by the Water Enterprise required for 
Fiscal Years 2013-14 through 2017-18 are summarized in the following table. 
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TABLE 3 
WATER ENTERPRISE RETIREMENT PLAN CONTRIBUTIONS 

Fiscal Year 

Actuarially Determined  
Rate as a Percentage of 

Covered Payroll 
Contribution  

(000s) 

Percent of  
Required  

Contribution 
2013-14 24.8% $25,406 100% 
2014-15 26.8 27,506 100 
2015-16 22.8 23,639 100 
2016-17 21.4 21,574 100 

____________________ 
Source: SFERS July 1, 2016 Actuarial Valuation Report, Produced by Cheiron, February 2017 and 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 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 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 loss is identified. On the liability side, assumptions must be made 
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 



 

 36 

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 (the “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 an increase in the employer contribution rate for Fiscal Year 2016-17, from 22.80% to 26.76%. The City 
projects that SFERS employer contribution rates will continue to increase in Fiscal Year 2017-18. 

Healthcare Benefits. Healthcare benefits for 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 was approximately $23,839,000 and $24,787,000 in Fiscal Years 2015-16 and 2016-17, respectively. 
Included in these amounts are $7,408,000 and $8,065,000 for Fiscal Years 2015-16 and 2016-17, respectively, to 
provide post-retirement benefits for 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 (“OPEB”) other than pensions obligations, ARC adjustment, and OPEB cost based upon an 
actuarial valuation performed in accordance with Governmental Accounting Standards Board Statement (“GASB”) 
No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, 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.  
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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 2015-16 and 2016-17, for the amount contributed to the plan, and changes in the City’s net 
OPEB obligation: 

TABLE 4 
ANNUAL OPEB OBLIGATION  

FOR FISCAL YEARS 2015-16 AND 2016-17 
(IN THOUSANDS) 

 2016 2017 
Annual required contribution $13,868 $15,362 
Interest on net OPEB obligation 4,404 4,175 
Adjustment to ARC (3,581) (1,688) 
Annual OPEB cost (expense) 14,691 17,849 
Contribution made (7,408) (8,065) 
Increase in net OPEB obligation 7,283 9,784 
Net OPEB obligation – beginning of year 104,263 111,546 
Net OPEB obligation – end of year $111,546 $121,330 
____________________ 
Source: SFPUC, Financial Services. 

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 was approximately $4.2 billion for Fiscal Year 
2016-17. The amount allocable to the Water Enterprise, as of June 30, 2017, was approximately $178.6 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. 
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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. City and County of 
San Francisco, 235 Cal. App. 4th 619 (2015) 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. This decision is now final and its implementation 
increased the July 1, 2016 unfunded actuarial liability by $429.3 million for Supplemental COLAs granted 
retroactive to July 1, 2013 and July 1, 2014.  

On July 13, 2016, the Retirement Board adopted a resolution to exempt members who retired before 
November 6, 1996, from the “fully funded” provision related to payment of Supplemental COLAs under 
Proposition C. The resolution directed that retroactive payments for Supplemental COLAs be made to these retirees. 
After the Retirement Board adopted said resolution, the Retirement System published an actuarial study on the cost 
to the fund of payments to the pre‐1996 retirees. The study reports that the two retroactive supplemental payments 
will trigger immediate payments of $34 million, create additional liability for continuing payments of $114 million, 
and cause a new unfunded liability of $148 million. This liability does not include the Supplemental COLA 
payments that may be triggered in the future. Under the cost sharing formulas in Proposition C, the City and its 
employees will pay for these costs in the form of higher yearly contribution rates. The Controller has projected the 
future cost to the City and its employees to be $260 million, with over $200 million to be paid in the next five fiscal 
years. The City obtained a permanent injunction to prevent SFERS from making Supplemental COLA payments to 
these members who retired before November 6, 1996. The Retirement Board has appealed the Superior Court’s 
injunction, and the schedule for that appeal is not yet known. 

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 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. Collectively, with the exception of the Cordilleras 
Mutual Water Company, the Wholesale Customers are members of BAWSCA, which is a public agency separate 
and apart from the 27 Wholesale Customers. Altogether, nearly 2.7 million people rely on water supplied by the 
Water Enterprise. 

The Water Enterprise consists of over 389 miles of pipeline, over 74 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 
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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 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 
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. Hetch Hetchy 
Valley, which is located on the Tuolumne River in Yosemite National Park, was first recommended as a reservoir 
site at the turn of the 20th century in a United States Geological Survey Study. Then-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 and 
transferred those filings to the City in 1903. 

Following the Great Earthquake of 1906, 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 Hetch Hetchy System (as defined 
herein). It also entered into negotiations with the Irrigation Districts to protect the Irrigation Districts’ existing water 
rights and to provide them a share of the hydroelectric power to be produced by Hetch 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 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 Hetch Hetchy Reservoir, including (among others) the requirement that 
the City recognize the prior rights of the Irrigation Districts to receive water, up to specified amounts of natural daily 
flow, for direct use and storage. After 20 years of construction of dams and aqueducts, water from the Hetch 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 entitles the SFPUC to appropriate in excess of 400 million 
gallons per day (“mgd”) from the Tuolumne River and its tributaries. 

The City holds “pre-1914” appropriative water rights for the storage and diversion of water for the Hetch 
Hetchy and local water systems, except with respect to San Antonio Reservoir. San Antonio Reservoir has a post-
1914 appropriative water right license from the SWRCB. Pre-1914 water rights are not subject to the water right 
permitting authority of the SWRCB but remain subject to jurisdiction concerning adequacy of the right and 
reasonableness of water use.  

See “—Current Water Supply Sources” and “—Proposals to Restore Hetch 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 Hetch Hetchy Reservoir and local runoff into Bay Area reservoirs 
in the Alameda and Peninsula watersheds. Water developed via Hetch Hetchy Reservoir through Hetch Hetchy 
facilities represents the majority of the water supply available to the SFPUC. On average, Hetch Hetchy Reservoir 
provides approximately 85% of the water delivered, and Bay Area reservoirs provide approximately 15% of the 
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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 Westside 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 Hetch 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. See also “Water Supply Initiatives—Local Groundwater and Recycled Water 
Projects.” 

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 Country Club wells and the Regional Water System. For purposes of water accounting and billing, 
these deliveries to Castlewood Country Club 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 a 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 recent drought, gross per 
capita water use within the City decreased to 72 gpcd in Fiscal Year 2016-17, with residential water use calculated 
to be approximately 41 gpcd in Fiscal Year 2016-17, 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 remain low. 

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, State and local indoor and outdoor efficiency requirements, the WSIP, and analysis of local 
efficient plumbing fixture saturation rates and water-saving opportunities in our service area.   
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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”). The LUA forecasts are a City-specific refinement 
of growth forecasts from the Association of Bay Area Governments (“ABAG”), ABAG 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 City 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 the City is projected to increase by 23%. 

 

(Remainder of Page Intentionally Left Blank) 
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TABLE 5 
PROJECTED RETAIL WATER DEMAND 

(IN MGD) 

 2020 2025 2030 2035 2040 
In-City Residential Demand 37.6 39.1 41.8 44.5 47.3 
(Single and Multiple Family)      
In-City Non-residential 28.9 28.9 29.5 30.4 31.6 
(Business/Industrial/Municipal Demands)(1)      
Subtotal – In-City Retail 66.5 68.0 71.3 74.9 78.9 
      
In-City Water Loss(2) 6.0 6.0 6.0 6.0 6.0 
Subtotal – In-City Losses 6.0 6.0 6.0 6.0 6.0 
      
Suburban Residential 0.1 0.1 0.1 0.1 0.1 
Suburban Non-residential(3) 4.4 4.4 4.4 4.4 4.4 
Groveland CSD 0.5 0.5 0.5 0.5 0.5 
Subtotal – Suburban Retail(4) 5.0 5.0 5.0 5.0 5.0 
      
Total – Retail Demand 77.5 79.0 82.3 85.9 89.9 
      
Local Water Supplies 4.6 7.1 7.1 7.2 7.3 
      
Net Retail Demand from  
Regional Water System 

72.9 71.9 75.2 78.7 82.0 

____________________ 
(1) Includes Builders & Contractors, Docks & Shipping, and all dedicated irrigation. 
(2) Water losses include both apparent and real losses. 
(3) Includes the San Francisco County Jail, San Francisco International Airport, Lawrence Livermore National Laboratory, 

Castlewood Country Club, Sunol Valley Golf Course, and other non-residential suburban or municipal accounts. 
(4) 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, 
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 UWMP 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 2040 Water Management Action Plan (“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. 

In Fiscal Year 2015-16, Wholesale Customers collectively received approximately 64.5% 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 293.3 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. 
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TABLE 6 
PROJECTED WHOLESALE CUSTOMER WATER DEMAND AND SUPPLIES 

(IN MGD) 

 2020 2025 2030 2035 2040 
Wholesale Customer Purchases 
from the Regional Water 
System(1) 

 
156.74 

 
163.39 

 
167.03 

 
170.47 

 
174.44 

Other Supplies(2) 93.64 105.34 110.66 114.31 118.89 
Total Wholesale Customer Demand 250.38 268.73 277.69 284.78 293.33 

____________________ 
(1) This projected demand includes increased deliveries to interruptible customers, the cities of San Jose and Santa Clara, as 

well as to a permanent customer, the City of East Palo Alto, consistent with WaterMAP. 
(2) 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: BAWSCA Annual Survey Fiscal Year 2015-16, released March 2017. 
 

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 nine mgd to the City of San Jose (“San Jose”) and 
the City of Santa Clara (“Santa Clara”) as interruptible customers. However, San Jose and Santa Clara are 
requesting up to a total of 14.5 mgd in future years, and City of East Palo Alto (“East Palo Alto”), a permanent 
customer, is requesting an additional 1.5 mgd above its Individual Supply Guarantee. In 2017, the City of Mountain 
View (“Mountain View”) agreed to a permanent one mgd transfer of its Individual Supply Guarantee to East Palo 
Alto. See “Wholesale Deliveries—Creation of Transfer Market” and “—2018 Water Supply Decisions.” 

TABLE 7 
PROJECTED TOTAL WATER DEMAND  

(IN MGD) 

 2020 2025 2030 2035 2040 
Retail Customers(1) 77.5 79.0 82.3 85.9 89.9 
Wholesale Customers(2) 156.74 163.39 167.03 170.47 174.44 
Total System 234.24 242.39 249.33 256.37 264.34 

____________________ 
(1) 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 BAWSCA Annual Survey Fiscal Year 2015-16, released March 2017. This projected demand reflects Regional 

Water System demands only and includes increased deliveries to interruptible customers San Jose and Santa Clara. 
Note: Amounts set forth in the table are projections. Actual results may differ materially from these projections. 

See “FORWARD-LOOKING STATEMENTS” above. 
Source: SFPUC. 
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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 
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 Hetch Hetchy Reservoir to meet Raker Act and fishery 
purposes). 

The SFPUC operates its system to optimize the reliability and quality of its water deliveries. Hetch Hetchy 
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, 
Hetch Hetchy 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, Hetch Hetchy 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 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 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 
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existing SFPUC operations policies and procedures, the SFPUC has a system delivery capability of 258 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 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 
of local 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 the City, 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 Irrigation 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 two mgd dry-year water transfer with Modesto Irrigation District and Oakdale 
Irrigation District 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. 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 an alternative groundwater source that can be pumped in dry years. The 
SFPUC adopted the project following CEQA certification in August 2014. The SFPUC began delivering water from 
the alternative groundwater source for the Groundwater Storage and Recovery Project in Fiscal Year 2016-17. The 
wells for the Groundwater Storage and Recovery Project are expected to be online in 2018. 

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 nine 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 new 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 Retail Customers in the City with up to an 
additional four mgd of groundwater from the northern portion of the Westside Basin in the City. The San Francisco 
Groundwater Supply Project is currently installing six wells and treatment facilities to achieve up to 4.0 mgd of new 
groundwater supply. 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 Golf Course and 
the Presidio of San Francisco. The SFPUC issued a notice to proceed for construction contracts for the Westside 
Recycled Water Project on October 18, 2017. 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.  
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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 
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 expanded 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 four 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, not-for-profit 
educational institution. All of the Wholesale Customers are located within Alameda County, Santa Clara County or 
San Mateo County. 

• Alameda County is located to the east 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 1,645,359 as of January 1, 2017. 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 San 
Jose, the third largest city in the State. The California Department of Finance Demographic Research 
Unit estimated Santa Clara County’s population at 1,938,180 as of January 1, 2017. Most of its 
population is concentrated in the extensively urbanized and heavily industrialized northern portion of 
Santa Clara 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 770,203 as of 
January 1, 2017. 

• 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 1.78 million people in 
their respective service areas, with the balance of the respective population being serviced by other providers. 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: 

 Wholesale Customers  

Municipalities Water Purveying Districts Private Entities 
City of Brisbane 
City of Burlingame 
City of Daly City 
City of East Palo Alto 
City of Hayward 
City of Menlo Park 
City of Millbrae 
City of Milpitas 
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 of Hillsborough 
 

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 
  

California Water Service 
Company(1) 

Stanford University 

____________________ 
(1) 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. 

(2) 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. 

(3) Cordilleras Mutual Water Company is the only Wholesale Customer that is not a member of BAWSCA. 
 

 
(Remainder of Page Intentionally Left Blank) 
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The following table shows the percentage of water purchased from the Regional Water System by 
Wholesale Customers (not including Cordilleras Mutual Water Company) in Fiscal Year 2015-16. Of the 26 
Wholesale Customers listed, 15 derived over 90% of their water from the SFPUC. 

TABLE 8 
PERCENTAGE OF WATER PURCHASED FROM THE REGIONAL WATER SYSTEM  

BY WHOLESALE CUSTOMERS IN FISCAL YEAR 2015-16(1) 

  
Water Purchased 

(mgd) 

 Population SFPUC (2) Total % SFPUC (2) 
California Water Service Company 254,785 23.74 25.54 93.0% 
City of Hayward 158,985 12.25 12.25 100.0% 
City of Palo Alto 68,020 8.21 8.93 91.9%(3) 
City of Sunnyvale 148,372 7.98 14.77 54.0% 
City of Redwood City 87,023 7.19 7.77 92.5%(3) 
City of Mountain View 75,430 6.77 7.90 85.7% 
Alameda County Water District 348,000 6.22 32.39 19.2% 
City of Milpitas 75,521 4.54 8.26 55.0% 
City of Daly City 109,139 4.41 6.44 68.5% 
San Jose Municipal Water District 9,059 4.09 4.90 83.5% 
Estero Municipal Improvement District 37,165 3.62 3.62 100.0% 
City of Burlingame 31,109 3.09 3.09 100.0% 
City of Santa Clara 120,973 2.33 18.07 12.9% 
Mid-Peninsula Water District 26,924 2.21 2.21 100.0% 
City of Menlo Park 16,066 2.20 2.20 100.0% 
Town of Hillsborough 10,869 2.15 2.15 100.0% 
North Coast County Water District 40,000 1.84 1.87 98.4%(3) 
City of Millbrae 22,848 1.84 1.84 100.0% 
City of East Palo Alto 24,424 1.42 1.42 100.0% 
Stanford University 30,943 1.39 2.20 63.2% 
Purissima Hills Water District 6,150 1.31 1.31 100.0% 
City of San Bruno 44,409 1.31 3.11 42.1% 
Coastside County Water District 16,704 1.18 1.67 70.7% 
Westborough Water District 14,050 0.80 0.80 100.0% 
City of Brisbane / Guadalupe Valley 

Municipal Improvement District 
4,562 0.53 0.53 100.0% 

Total All Agencies (4) 1,781,530 112.62 175.24 64.2% 
____________________ 
(1) Fiscal Year 2016-17 data is not yet available. 
(2) Purchases from the Regional Water System. Does not include Cordilleras Mutual Water Company, which is the only 

Wholesale customer that is not a member of BAWSCA. 
(3) Other sources of supply consist entirely of recycled water, so 100.0% of supply is from the SFPUC, either directly or 

indirectly. 
(4) Totals may not add due to rounding. 
Source: SFPUC. 
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The following table summarizes the sources of supply for the Wholesale Customers (not including the 
Cordilleras Mutual Water Company) collectively during Fiscal Year 2015-16. 

 
TABLE 9 

WATER DELIVERIES TO WHOLESALE CUSTOMERS BY SOURCE 
FISCAL YEAR 2015-16(1) 

Source Acre-Feet Percent of Total 
San Francisco Public Utilities Commission 126,181 64.5% 
Other Sources (Includes State/Federal) 33,657 17.1 
Groundwater 20,764 10.6 
Surface Water 7,044 3.6 
Recycled Water 8,400 4.3 
Total (2) 196,666 100.0% 

____________________ 
(1) Fiscal Year 2016-17 data is not yet available. 
(2) Totals may not add due to rounding. 
Source: SFPUC. 

 
The Bay Area Water Supply and Conservation Agency. BAWSCA is the successor agency to the Bay 

Area Water Users Authority (“BAWUA”). 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, BAWUA 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. 

BAWSCA is governed by a 26-member Board of Directors which is composed of community leaders 
representing its 26 members. 

BAWSCA 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 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”) in 2002. While 
BAWSCA focuses on planning and water management and may engage in public works projects, the RFA 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 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 RFA 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 RFA has not, to date, issued any revenue bonds, and the SFPUC is not now aware of any current plans 
by the RFA to do so. The ability of the RFA to issue bonds expires in December 2020.  
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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 (through June 30, 2034), 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 Hetch 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 (“Hayward”) does not have an individual supply guarantee as it had previously negotiated an 
individual contract that did not limit its water use. 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 Hayward. For Fiscal 
Year 2016-17, total water purchases by the Wholesale Customers with individual supply guarantees (including 
Hayward’s current use, but excluding San Jose and Santa Clara) were approximately 59.3% of the combined Supply 
Assurance. 

 

(Remainder of Page Intentionally Left Blank) 
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The following table shows the Individual Supply Guarantee and actual Fiscal Year 2016-17 purchases for 
the Wholesale Customers. 

TABLE 10 
WHOLESALE CONTRACTUAL OBLIGATIONS  

(IN MGD)  

 

Individual 
Supply 

Guarantee (1) 
Actual 2016-17 

Purchases  
Alameda County Water District 13.76 6.23 
City of Brisbane / Guadalupe Valley Municipal Improvement District (2) 0.98 0.34 
City of Burlingame 5.23 3.23 
California Water Service Company(3) 35.68 24.29 
Coastside County Water District 2.18 1.07 
City of Daly City 4.29 3.82 
City of East Palo Alto 1.96 1.51 
Estero Municipal Improvement District 5.90 3.83 
City of Hayward 22.10 12.87 
Town of Hillsborough 4.09 2.31 
City of Menlo Park 4.46 2.38 
Mid-Peninsula Water District 3.89 2.33 
City of Millbrae 3.15 1.88 
City of Milpitas 9.23 4.84 
City of Mountain View 13.46 6.92 
North Coast County Water District 3.84 2.21 
City of Palo Alto  17.07 8.98 
Purissima Hills Water District 1.62 1.39 
City of Redwood City 10.93 7.71 
City of San Bruno 3.25 0.75 
City of San Jose (4) 0.00 4.13 
City of Santa Clara (4) 0.00 2.01 
Stanford University 3.03 1.42 
City of Sunnyvale 12.58 8.13 
Westborough County Water District 1.32 0.73 
Subtotal BAWSCA Demand 184.00 115.32 
Cordilleras Mutual Water Company (5) -- 0.01 
Total Wholesale Demand (6)  -- 115.33 
____________________ 
(1) “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 SFPUC to public use in the wholesale service area (not including the cities of San Jose and Santa Clara). 
Hayward’s allocation is calculated as 184 mgd less the total of permanent customer Individual Supply Guarantees (161.92 
mgd). 

(2) Brisbane and Guadalupe Valley Municipal Improvement District are two Wholesale Customers that are jointly operated.  
(3) Includes individual Supply Guarantee of Skyline County Water District, which was purchased by California Water Service 

Company-Bear Gulch in 2009. 
(4) San Jose and Santa Clara do not have an allocated share of Supply Assurance due to their temporary, interruptible status 

under the WSA. 
(5) Cordilleras Mutual Water Company is not a member of BAWSCA, and therefore does not have an Individual Supply 

Guarantee.  
(6) Totals may not add due to rounding. 
Sources: Water Supply Agreement; SFPUC Customer Care and Billing System. 
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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 placed in service after June 30, 2009 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,” and “APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE 
WATER SUPPLY AGREEMENT—Wholesale Revenue Requirement,” “—Capital Cost Contribution—New 
Regional Assets” and “—Hetch Hetchy Enterprise Expenses.”  

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. 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 2016 Water Supply Development Report recommended against issuing a conditional 5-year 
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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. 

To establish a water supply planning framework for the planning period of 2019 through 2040, the SFPUC 
developed the 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. In 
2017, the Mountain View agreed to a permanent one mgd transfer of its supply guarantee to East Palo Alto, which 
transfer has been approved by the SFPUC.  

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 BAWSCA, 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. 

Converting San Jose and Santa Clara to permanent, non-interruptible customers would require the SFPUC 
to secure nine 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. Through updated 
demand forecasts prepared in tandem with the development of the WaterMAP and other planning efforts, the 
SFPUC anticipates that there is sufficient supply availability to continue to serve the needs of San Jose and Santa 
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Clara past 2030. Therefore, the 2018 Water Supply Decisions, which were assumed to be necessary by 2018, are no 
longer imminently required. The SFPUC is continuing to evaluate several water supply alternatives that can meet the 
long-term needs of San Jose and Santa Clara. In the meantime, the SFPUC will continue to meet the two cities’ 
demands. While it is not anticipated, if water use by the Wholesale Customers is projected to exceed 184 mgd before 
new supplies are identified and the SFPUC makes a decision to make San Jose and Santa Clara permanent 
customers, the SFPUC may issue a conditional five-year notice of termination or reduction in supply to San Jose and 
Santa Clara. During Fiscal Year 2016-17, Mountain View approved a permanent one mgd Individual Supply 
Guarantee transfer to East Palo Alto to address a portion of East Palo Alto’s projected demand increase. An 
additional supply of up to 0.5 mgd to meet the balance of East Palo Alto’s outstanding request is being considered at 
this time. 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 nine 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. 

The SFPUC is currently evaluating several purified water project alternatives as well as regional water 
supply options such as desalination to provide up to 15 mgd of water supply for San Jose, Santa Clara and East Palo 
Alto. It remains unclear if, and how much, water supply could be available through these alternatives. The SFPUC 
plans to develop a water supply program by 2023 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. 

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. 

Minimum Annual Purchases. Pursuant to the WSA, Alameda County Water District and the cities of 
Milpitas, Mountain View and Sunnyvale may purchase water from sources other than the SFPUC, provided that 
each agency purchase a minimum annual quantity of water from the SFPUC. Due to continued dry years from Fiscal 
Year 2012-2015, 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. 
See “APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT—
Restrictions on Purchases of Water from Others’; Minimum Annual Purchases.” 

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 National 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 the City’s many multi-family units, the average outdoor water use is 
considerably lower than the statewide residential outdoor average water use. Residential per capita water usage has 
been less than 50 gallons per person per day since 2011. By comparison, the State statewide average water use in 
2016 was 82 gallons per person per day. 

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 2012-13 through 2016-17. 

TABLE 11 
HISTORIC WHOLESALE AND RETAIL WATER SALES 

FISCAL YEARS ENDED JUNE 30 
(IN MGD) 

 2013 2014 2015 2016 2017 
2017 % 
of Total 

Retail Customers       
Residential (1) 41.5 39.7 36.8 35.1 35.9 20.6% 
Commercial (1) 19.6 18.5 18.1 17.3 17.0 10.3% 
Suburban Retail (1) 4.4 4.2 3.8 3.2 3.2 1.3% 
Municipal (1) 3.9 3.8 3.0 2.8 2.7 1.5% 
Industrial 0.2 0.2 0.2 0.2 0.2 0.1% 
Docks & Shipping 0.0 0.0 0.1 0.0 0.0 0.0% 

Retail water sales† 69.5 66.4(2) 62.0(2) 58.6(2) 59.0 33.8% 
       
Wholesale Customers       
California Water Service 33.0 33.8 29.1 23.4 24.3 13.9% 
Hayward Municipal Water 15.5 15.2 13.6 12.2 12.9 7.4% 
City of Palo Alto 11.3 11.3 9.6 8.2 9.0 5.1% 
City of Sunnyvale 9.5 8.5 7.8 7.8 8.1 4.7% 
City of Redwood City 9.3 9.1 8.0 7.1 7.7 4.4% 
City of Mountain View 9.1 9.0 7.6 6.7 6.9 4.0% 
Alameda County Water District 9.1 12.0 8.0 6.0 6.2 3.6% 
City of Milpitas 6.4 6.6 5.2 4.5 4.8 2.8% 
City of San Jose 4.5 4.6 4.5 4.1 4.1 2.4% 
Estero Municipal Improvement District 4.1 4.1 4.0 3.6 3.8 2.2% 
All Other Wholesale Customers 36.2 35.4 30.7 27.3 27.6 15.8% 

Wholesale water sales† 147.9 149.7 128.0(2) 111.8(2) 115.6 66.2% 
       

Total water sales† 217.5 216.1 190.1 169.5 174.6 100.0% 
       
% Change from prior year 2.6% -0.6%  -12.0% -10.9% 3.0% -- 
____________________ 
† Totals may not add due to rounding. 
(1)  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. 

(2)  Reflects decline in water sales due to declaration of emergency by California Governor Jerry Brown in January 2014. 
Source: SFPUC Customer Care and Billing System. 

 
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 
eight years. 

Prior to Fiscal Year 2013-14, water sales remained relatively flat, as moderate conservation practices 
compensated for a growing population and strong local economy. 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 
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approximately 10% from Fiscal Year 2014-15 through Fiscal Year 2015-16. Fiscal Year 2016-17 sales increased by 
3% following the wet winter and the easing of drought restrictions. See also “THE WATER ENTERPRISE—Recent 
California Drought and Current Water Conditions.” 

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 2016-17. 

TABLE 12 
TOP FIVE RETAIL CUSTOMERS 

AND TOP TEN WHOLESALE CUSTOMERS 
FISCAL YEAR 2016-17 

 
Water Sales 

Revenue 
(In Thousands) 

Percent of all 
Water 

Revenues 

Percent of 
Wholesale 
Customer 

Revenues(1) 

Percent of 
Retail 

Customer 
Revenues(1) 

Retail Customers     
San Francisco International Airport (2) $3,907 0.8% N/A 1.7% 
NASA Shared Services Center, LLC 1,741 0.4% N/A 0.8% 
Parkmerced Investors Properties, LLC 1,678 0.4% N/A 0.7% 
University of California San Francisco 1,534 0.3% N/A 0.7% 
Recreation and Parks Department 1,393 0.3% N/A 0.6% 

Total: $10,253 2.2% N/A 4.4% 
     
Wholesale Customers     
Calif. Water Service Company $48,673 10.5% 20.9% N/A 
Hayward Muni Water System 25,952 5.6% 11.1% N/A 
City of Palo Alto 18,174 3.9% 7.8% N/A 
City of Redwood City  16,397 3.5% 7.0% N/A 
City of Sunnyvale 15,632 3.4% 6.7% N/A 
City of Mountain View 13,921 3.0% 6.0% N/A 
Alameda County Water District 12,808 2.8% 5.5% N/A 
City of Milpitas 9,775 2.1% 4.2% N/A 
ESD/San Jose Muni Water System 8,329 1.8% 3.6% N/A 
City of Daly City 8,148 1.8% 3.5% N/A 

Total: $177,809 38.2% 76.2% N/A 
____________________ 
(1) Percentages based on total Wholesale Revenues of $233.4M and total Retail Revenues of $231.7M. 
(2) 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 and Billing System. 

Recent California Drought and Current Water Conditions 

The recent drought of 2012-2015 represents the driest four-year sequence in the hydrologic record. The 
SFPUC and its customers responded well to calls for conservation during the drought.  

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 Hetch 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 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. A Water Year is the period of October 1 of the prior year through September 30 of the year in question. 
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. The SFPUC continued to ask for a voluntary 10% reduction from 
average annual 2013 water demand in its service area in Water Year 2016 to ensure its reservoirs were able to 
rebound from the prolonged drought.  

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. 
Hetch Hetchy Reservoir was filled to up to 100% of capacity toward the end of the Water Year 2016 snowmelt 
runoff period (the end of the run off occurred on mid-June 2016). See “WATER FACILITIES—Water Storage.” 

As compared to the same period in Water Year 2016, precipitation conditions improved in Water Year 
2017. In fact, Water Year 2017 brought precipitation totals of over 150% of average. 

GRAPH 1 
PRECIPITATION AT HETCH HETCHY – WATER YEAR 2017 

 

 
____________________ 
Source: SFPUC. 
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GRAPH 2 
PERCENTAGE OF MEDIAN APRIL 1 SNOWPACK CONDITIONS 

 
 
____________________ 
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 recent 
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. (The SWRCB also dismissed its enforcement proceeding 
against the West Side Irrigation District (“WSID”) in the same order.) However, in its order 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, sought writ relief from the 
SWRCB’s order. The City believes that the SWRCB’s order in the BBID enforcement proceeding is inconsistent 
with established appellate case law. Two other challenges to the SWRCB’s order were filed and these three 
challenges, along with other pending challenges to the SWRCB’s 2014 and 2015 curtailment actions, were assigned 
to a coordination judge in Santa Clara Superior Court. The petitioners in all of these challenges have agreed to 
resolve certain legal issues, including the jurisdictional issues surrounding pre-1914 water rights, through summary 
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adjudication. The City anticipates that any ruling on the jurisdictional issues will be appealed. 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. See “REGULATORY MATTERS—Bay-Delta Water Quality Standards” and “—
FERC Proceeding to Increase Flows in the Lower Tuolumne River.” 

Potential Impact of Climate 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 the 
latter part of the 20th century and will likely continue through the 21st 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, climate change 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 runoff to 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 
degrade water quality; 

• Sea level rise, which could cause inundation of Water Enterprise assets and/or an increase in 
saltwater intrusion into groundwater basins; 

• Increased water temperatures with accompanying adverse effects on some fisheries and water 
quality; and 

• Changes in urban water demand. 

However, other than the general trends listed above, there is no clear scientific consensus on exactly how 
climate change will quantitatively affect SFPUC or State water supplies.  

The SFPUC staff conducted a hydrologic modeling study to determine streamflow sensitivities to possible 
increases in temperature and changes in precipitation due to climate change in the Tuolumne watershed. For the 
hydrologic study, the likelihood of any particular climate future was not assessed, and the report did not seek to 
comprehensively frame all the changes climate scientists expect from global warming. The goal of that study was 
simply to assess the sensitivity of reservoir inflows to a range of changes in two climate variables, temperature and 
precipitation. For that reason, a physically-based conceptual hydrology simulation model was calibrated against past 
conditions and used to assess potential changes in the timing and volume of runoff that may occur for increase in 
temperature of up to 9.7 degree Fahrenheit and change in precipitation ranging between -15% and +6% as compared 
to existing conditions. A review of the literature and consultation with climate science experts allowed selection of 
climate scenarios that encompassed a range of temperature and precipitation changes that may be experienced 
through 2100 so that potential changes in watershed runoff could be simulated and analyzed. With differing 
increases in temperature alone, the median annual runoff at Hetch Hetchy would decrease by 0.7% to 2.1% from 
present-day conditions with increases between about +1 and +3 degree Fahrenheit and decrease by 2.6% to 10.2% 
from present-day with larger increases between about +3.5 and +9.7 degree Fahrenheit. Adding differing decreases 
in precipitation on top of temperature increases, the median annual runoff at Hetch Hetchy would decrease by 7.6% 
to 8.6% from present-day conditions with 5% decrease in precipitation and by 24.7% to 29.4% from present-day 
conditions with 15% decrease in precipitation. Low runoff years are critical to evaluate water supply reliability. 
Climate change effects are exacerbated in low runoff years and aforementioned decreases in runoff will be larger in 
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dry years by a factor between 1.5 and 3. The preliminary water supply analysis shows that the Regional Water 
System would be vulnerable to temperature increases above 6.3 degree Fahrenheit without change in precipitation 
and for temperature increases above 3 degree Fahrenheit when combined with decreases in precipitation greater than 
5 percent.  

Based on these preliminary studies and the results of literature reviews, the potential impacts of climate 
change 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 Water Enterprise is currently working on a long-term vulnerability 
assessment with researchers at University of Massachusetts, the National Center for Atmospheric Research, and 
Deltares, a research institute in Delft, Netherlands. There are many uncertain factors such as climate change, 
changing regulations, water quality, growth and economic cycles that may create vulnerabilities for the Regional 
Water System’s ability to meet levels of service. The uncertainties associated with the degree to which these factors 
will occur and how much risk they present to the water system is difficult to predict, but nonetheless they need to be 
considered in SFPUC planning. To address this planning challenge, the proposed project will use a vulnerability-
based planning approach to explore a range of future conditions to identify vulnerabilities, assess the risks associated 
with these vulnerabilities and develop an adaptation plan that is flexible and robust to a wide range of future 
outcomes. This plan will guide water supply decisions to reduce the risk of particular vulnerabilities of the Regional 
Water System over the next 50 years or longer. The project will aim to address (i) the conditions under which the 
Regional Water System will no longer be able to meet water supply performance criteria, (ii) whether climate 
change is the most important driver of vulnerability for the Regional Water System, and (iii) the SFPUC’s ability to 
manage vulnerabilities.  

Regarding sea level rise, the City has developed policies for considering the potential impact of sea level 
rise on City assets, “Guidance for Incorporating Sea Level Rise into Capital Planning” that requires all assets in the 
City’s Ten-Year Capital Plan be evaluated for inundation under a variety of sea level rise scenarios plus a 1% storm. 
The SPFUC identified three facilities that are part of the Auxiliary Water Supply System (“AWSS”), the 
supplementary and emergency water supply for firefighting managed by the SFPUC. These assets have projected 
functional lifespans of between 90 and 100 years and were found to be in the potential inundation zone toward the 
end of the 21st century. The City, through its Sea Level Rise Action Plan, is currently evaluating the best approaches 
for protecting these assets, along with all other public and private assets potentially subject to inundation caused by 
sea level rise and large storms.  

The SFPUC is a founding member of the Water Utility Climate Alliance, a group of 11 large water utilities 
delivering drinking water to over 50 million people in the United States that is focused on collaboratively advancing 
water utility climate change adaptation. 

Proposals to Restore Hetch Hetchy Valley 

Some environmental organizations advocate for the removal of Hetch Hetchy Reservoir and the restoration 
of Hetch Hetchy Valley. For example, an initiative ordinance entitled the “Water Sustainability and Environmental 
Restoration Planning Act of 2012” qualified for the November 2012 City ballot with support from an organization 
called “Restore Hetch Hetchy” and would have required the City to identify alternative sources of water and, subject 
to certain additional conditions, end its use of Hetch Hetchy Reservoir. This initiative was rejected by the City’s 
voters. 

There have been previous studies that examined prior proposals to remove Hetch Hetchy 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 Hetch Hetchy 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 10 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 
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(“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 Hetch 
Hetchy 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 Hetch Hetchy under Section 2. Restore Hetch Hetchy appealed the trial court’s decision at the 
5th District Court of Appeal in Fresno, California. The case has been fully briefed and the City anticipates that oral 
arguments will be scheduled in 2018. Regardless of the result at the 5th District Court of Appeal, the City anticipates 
further appellate proceedings. The City continues to assert that the legal arguments 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 Hetch Hetchy 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 Hetch Hetchy Project began in earnest in 1914, and 
after almost 20 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 raising 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 
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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 Hetchy 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. The Tesla Treatment Facility disinfects Hetch 
Hetchy Water. See “—Water Treatment—Hetch Hetchy Water.” 

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. 

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 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 
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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. 

TABLE 13 
SUMMARY OF SYSTEM FACILITIES 

 Regional Water System In-City Distribution System 
Pipelines 389 miles 1,235 miles 
Tunnels 74.5 miles None 
Pump Stations 5 24 
Reservoirs and/or Water Tanks 11 reservoirs 11 reservoirs/8 water tanks 
Treatment Plants 3 None 
____________________ 
Source: SFPUC, Water Enterprise. 

Water Treatment 

Hetch Hetchy Water. Hetch 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 Hetch 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 Hetch 
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 Hetch Hetchy water source meets federal and State drinking water quality requirements 
without filtration, and thus the SFPUC is not required to filter water from Hetch Hetchy Reservoir. For further 
discussion of the State and federal regulatory requirements affecting the Water Enterprise, see “REGULATORY 
MATTERS.” 

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 Hetch 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 (WSIP)” and “APPENDIX C—WATER 
SYSTEM IMPROVEMENT PROGRAM.” 

Local Water. All water derived from surface water sources other than Hetch 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 (WSIP)” and “APPENDIX C—WATER SYSTEM IMPROVEMENT PROGRAM.” New groundwater 
supply from the San Francisco Groundwater Supply Project does not require filtration. Treatment of groundwater for 
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hexavalent chromium (Chrome-6), nitrate, and manganese to meet federal and state drinking water regulations will 
be achieved through blending. Blending treatment will take place within distribution pipelines and Sunset Reservoir.  

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 Hetch Hetchy Project and SVWTP 
water at the chloramination and fluoridation facilities in Sunol. SVWTP also filters Hetch 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: Hetch Hetchy Reservoir, Lake Lloyd Reservoir, and Lake Eleanor Reservoir. 

Water stored in Hetch Hetchy Reservoir is also used for hydroelectric generation and released downstream 
to satisfy instream flow requirements. Normally, only Hetch 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 Irrigation Districts’ Raker Act entitlements and produce hydroelectric 
power.  

Downstream of the Hetch Hetchy System on the Tuolumne River is the New Don Pedro Project, owned 
and operated by the Irrigation Districts. The New Don Pedro Project includes a dam that impounds the Tuolumne 
River, creating the New Don Pedro Reservoir, also owned by the Irrigation 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 the Hetch Hetchy Project to the New Don Pedro Reservoir to meet the Irrigation 
Districts’ downstream requirements. Water Bank storage space in New Don Pedro Reservoir is integrated into the 
Water System’s 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 Irrigation Districts and divert water supply from Hetch Hetchy 
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 
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addition to using these facilities to capture runoff, San Andreas, San Antonio and Crystal Springs reservoirs also 
provide storage for Hetch Hetchy Project diversions, and, along with Calaveras Reservoir, serve as a water supply 
delivery facility in the event of an interruption to Hetch Hetchy Project deliveries. 

Dam Supervision. 18 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 14 
REGIONAL WATER SYSTEM STORAGE CAPACITY  

(AS OF OCTOBER 1, 2017) 

Reservoir 

Current  
Storage  

(Acre-Feet) 
(1)(2)(3) 

Maximum  
Storage  

(Acre-Feet) 
(3)(4) 

Available 
Capacity  

(Acre-Feet) 

Percent of  
Maximum  

Storage 

Normal 
Percent of 
Maximum 
Storage(5) 

Tuolumne Storage      
Hetch Hetchy 334,110 360,360 26,250 92.7% 76.4% 
Cherry 11,670 273,500 261,830 4.3% - 
Lake Eleanor  27,113 27,113 0 100.0% - 
Water Bank 570,000 570,000 0 100.0% 99.7% 
Total Tuolumne Storage 942,893 1,230,973 288,080 76.6% - 

Local Storage      
Calaveras  27,854 96,670 68,816 28.8% - 
San Antonio 39,160 50,637 11,477 77.3% - 
Crystal Springs 52,530 58,309 5,779 90.1% - 
San Andreas 17,014 19,027 2,013 89.4% - 
Pilarcitos 1,889 3,030 1,141 62.3% - 
Total Local Storage 138,447 227,673 89,226 60.8% - 

      
Total Regional Water System 1,081,340 1,458,646 377,306 74.1% 81.6% 
Total Without Water Bank 511,340 888,646 377,306 57.5% - 
____________________ 
(1) Upcountry storage is average of previous day’s storage from United States Geological Survey website. 
(2) Water bank storage reported for October 1, 2017. 
(3)  Local data from daily water report. 
(4) Upcountry maximum storage is with flashboards, taken from rating curve. 
(5) The ratio of median storage for this day over maximum storage capacity. Median storage for this day is based on historical 

storage data from years 1982-2014. 
Source: SFPUC. 
 

Table 14 herein shows storage levels as of October 1, 2017. Total Water System storage levels would 
normally be at approximately 81.6% of Total Water System storage capacity as of this date. The level as of 
October 1, 2017 is approximately 74.1% of Total Water System storage capacity. Total Water System storage 
capacity is therefore lower than normal for October 1, which can be explained by both Cherry Lake and Calaveras 
Reservoir operating at limited capacities. The current storage level of Cherry Lake, the second largest physical 
reservoir in the Total Water System, is negligible as it has been drained in preparation for valve work. While Cherry 
Lake is at this level, it will also provide an opportunity to complete a dam evaluation recently mandated by DSOD. 
The current storage level of Calaveras Reservoir, the largest of the local storage facilities, is about one-third of its 
capacity on October 1 due to the construction underway as part of the Calaveras Dam Replacement Project. Water 
Bank, on the other hand, is at nearly full capacity on October 1, which in a normal year, would be lower than that, at 
approximately 99.7% of maximum storage capacity. See “WATER FACILITIES—Water Storage—System Storage 
Capacity” and “CAPITAL IMPROVEMENT PROGRAM—Water System Improvement Program (WSIP).” 
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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 SFPUC 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. 

The following table summarizes the in-City reservoirs and storage tanks maintained by the Water 
Enterprise. 

TABLE 15 
IN-CITY DISTRIBUTION SYSTEM POTABLE WATER STORAGE CAPACITY 

Reservoir Millions of Gallons 
Sunset(1) 176.7 
University Mound(1) 140.9 
Sutro 31.4 
Summit 14.0 
College Hill 13.5 
Stanford Heights 12.9 
Merced Manor(1) 9.5 
Lombard 2.7 
Potrero 1.0 
Storage Tanks 10.2 

Total 412.8 
__________ 
(1) Terminal reservoirs for the Regional Water System. 
Source: SFPUC. 

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 approximately 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 18.9 miles from the Early Intake Dam to Priest 
Reservoir. The upper 7.4 miles are not lined and the lower 11.5 miles are lined. Inspections in 1989, 2006 and 2008 
identified signs of deterioration in the lining which were projected to 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 Hetch 
Hetchy water system (“Hetch Hetchy Water”) operations. See “CAPITAL IMPROVEMENT PROGRAM—Hetch 
Hetchy Water—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. The Coast Range Tunnel was inspected in January 2015 after having been last 
inspected in 1995. The recent inspection revealed that the Coast Range Tunnel is still in good condition, with little 
change noted since the 1995 inspection. Irvington Tunnel 1 was also inspected in winter 2015 and was also found to 
be in good condition. 
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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 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.” 

Seismic Hazards 

The Hetch 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 of Napa, 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 2017 Series DEFG 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 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 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.” 
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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 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. 

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 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”) of 215 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 Hetch 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 
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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 
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 financial plan provides estimated rate impacts of 
projected capital and operating spending and assures compliance with debt service coverage and other financial 
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 2017-18 to Fiscal 
Year 2026-27, which includes the Water Enterprise-related components of the Hetch Hetchy Water and Power Ten-
Year Capital Plan, most recently adopted by the Commission in February 2017, totals approximately $1.75 billion. 
The Ten-Year Capital Plan includes projects in five major categories: (i) Regional Water; (ii) Local Water; 
(iii) WSIP; (iv) Non-WSIP (v) Hetch Hetchy Water; and (vi) Auxiliary Water Supply System. The Regional Water, 
Local Water, WSIP, Non-WSIP and Hetch Hetchy Water categories of the Water Enterprise’s CIP are expected to 
be financed by a combination of revenue bonds, commercial paper, revolving notes, 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 Program (WSIP),” “—Regional Water Program,” “—Local Water Program,” “—Other 
Non-WSIP Projects,” and “—Hetch Hetchy 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. AWSS 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 
(excluding the AWSS) as set forth in the Ten-Year Capital Plan for Fiscal Year 2017-18 to Fiscal Year 2026-27.  
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TABLE 16 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM 

FOR FISCAL YEARS ENDED JUNE 30 
(IN THOUSANDS)(1) 

 2018(2) 2019 2020 2021 2022 Total 
Regional Water $41,639  $96,252 $121,312 $52,479 $41,682 $353,364 
Local Water 60,600 82,625 65,100 58,600 58,100 325,025 
WSIP(3) 27,000 20,000 0 0 0 47,000 
Non-WSIP 6,500 6,500 272 0 0 13,272 
Hetch Hetchy Water 22,783  24,741 275,875 13,995 12,940 350,334 

Total Appropriations $158,522  $230,118 $462,559 $125,074 $112,722 $1,088,995 
     
(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. 
(2) Budgeted. 
(3) The WSIP category of the Ten-Year Capital Plan, projected to comprise approximately $47 million, consists of the WSIP 

costs needed to supplement the WSIP funding that makes up the total $4.845 billion cost through the estimated final 
completion of WSIP in Fiscal Year 2018-19. 

Source: SFPUC. 

Regional Water Program 

The Regional Water Program, projected to comprise approximately $531.0 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 $615.5 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 $561.0 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 established a 
goal to accelerate the pipe repair and replacement rate to 15 miles per year, from a previous rate of 5 miles per year.  

Water System Improvement Program (WSIP)  

As of June 30, 2017, 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.” 

As of June 30, 2017, WSIP was approximately 95% complete. The most significant WSIP project 
remaining is the Calaveras Dam Replacement Project, 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 CDRP and ACDD 
will be completed significantly later and at significantly higher costs than originally anticipated in 2005, the overall 
WSIP program costs have increased only 12% since 2005. 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, delays due to an unusually wet 
winter in Fiscal Year 2016-17 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 
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site conditions and operational requirements. The SFPUC anticipates that the CDRP will be completed in Fiscal 
Year 2017-18. 

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 $13.2 million. This category consists of supplemental funds for two water supply projects – the San 
Francisco Groundwater Supply Project and the Westside Recycled Water Project. In September 2017, the SFPUC 
entered into the CWSRF Agreement with the SWRCB to fund a portion of the cost of the Westside Recycled Water 
Project. See “”OBLIGATIONS PAYABLE FROM REVENUES—State and Federal Loans.”  

Hetch Hetchy Water 

General. Upgrades to the aging facilities of Hetch Hetchy Water and Power are being planned to ensure 
reliability and preparedness for the future. The Hetch Hetchy Water category of the Ten-Year Capital Plan is 
projected to cost approximately $439.3 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 Hetch Hetchy Water (consisting of approximately $107.8 million of 
Hetch Hetchy Water costs) and the Hetch Hetchy Water portion of jointly-owned assets of Hetch Hetchy Water and 
the Power Enterprise in the Hetch Hetchy Water and Power System (consisting of approximately $331.5 million of 
Hetch Hetchy Water costs). See “THE PUBLIC UTILITIES COMMISSION—Organization, Purposes and 
Powers—Hetch Hetchy – Water and Power Operations.” A significant project among the Hetch Hetchy 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 Hetch Hetchy Regional Water System, Mountain Tunnel is a critical 
water conveyance facility. Built between 1917 and 1925, Mountain Tunnel extends 18.9 miles from the Early Intake 
Dam to Priest Reservoir. The upper 7.4 miles are not lined and the lower 11.5 miles are lined. Inspections in 1989, 
2006, 2008 and 2017 identified signs of deterioration in the lining which were projected to 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 Hetch Hetchy Water operations, and 
could cause up to six months of water supply disruption. Options evaluated 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 Interim Repairs Project, (2) the Mountain Tunnel Adits and Access Improvement Project, and 
(3) the Mountain Tunnel Long-Term Improvements Project. A complete shutdown and draining of Mountain Tunnel 
was performed during January and February 2017 to accomplish the Inspection and Interim Repairs Project and the 
Adits and Access Improvement Project, as well as to develop information and knowledge for the design and 
construction of the Long-Term Improvements Project. 

The Mountain Tunnel Inspection and Repairs Project resulted in the successful completion of a detailed 
inspection of the entire length of the tunnel, including visual inspections, photography and video documentation of 
lining defects, more than 50 core samples of lining material, and survey marking of all lining defects. It also 
included repairs of different lining defect locations in about 8,000 lineal feet of the tunnel sites. Additional interim 
repairs will be performed in a planned November 2018 60-day shutdown to reduce the risk of failures in the concrete 
lining. 

The Mountain Tunnel Adits and Access Improvement Project was intended to address the critical nature of 
the potential impact of lining failure on water delivery obligations. 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 Adit 8/9 and access roads were 
constructed to minimize the time required to return the tunnel to service. An Emergency Restoration Plan (“ERP”) 
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has been prepared to establish an outline for basic service restoration plans and procedures. The monitoring system 
to assess changed conditions in the tunnel also was enhanced to complement the existing system. 

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 Hetch Hetchy Water and Power System in reliable service. Sufficient 
information was collected during the early 2017 shutdown, inspection and repairs to allow for the development of a 
proposed preferred alternative for the Long-Term Improvements Project. The preferred alternative is a 
rehabilitation/repair project with the addition of flow controls (valving) on the downstream end of the tunnel in or 
near Priest Reservoir. The flow controls will allow the tunnel to be operated in a full state at different flow rates 
which will reduce lining deterioration. 

Based on the preferred alternative described in the preceding paragraph, improvements to Mountain 
Tunnel, a jointly-owned asset with the Power Enterprise, are now projected to cost approximately $227 million over 
the Ten-Year Capital Plan period, not including the costs of interim repairs to be performed as part of the shutdown 
planned for 2018. The revised cost of the Mountain Tunnel improvements will be reflected in the Ten-Year Capital 
Plan for Fiscal Year 2018-19 to Fiscal Year 2027-28 expected to be adopted by the Commission in February 2018. 
The improvements are expected to be funded pursuant to existing cost-sharing agreements with Wholesale 
Customers. The Water Enterprise has a 45% share of the funding of the Mountain Tunnel projects. The remaining 
55% share of funding of the Mountain Tunnel projects is to be funded by the Power Enterprise. See “FINANCIAL 
OPERATIONS—General—Allocation of Hetch 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. Section 4321) (“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 if the 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 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 2017-18 to Fiscal 
Year 2026-27, adopted by the Commission in February 2017, long-term debt financing is projected to fund 
approximately $1.05 billion of the Ten-Year Capital Plan. Revenue (pay-as-you-go) funding is expected to provide 
approximately $584.4 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 Program Facilities  

The SFPUC utilizes the Interim Funding Program to meet the expenditure and encumbrance needs of 
capital projects on an interim basis through design and into the early project construction phase. The Interim 
Funding Program is authorized for the Water Enterprise in the aggregate principal amount of $500 million. Of this 
amount, $400 million is authorized for the SFPUC to issue Commercial Paper Notes and the remaining $100 million 
is in the form of a bank revolving credit agreement, which permits the SFPUC to make draws directly on the bank, 
with the SFPUC’s payment obligation evidenced by the Revolving Notes.  

Interim funding program obligations are then refunded and consolidated into either long-term revenue bond 
issues or a Parity State Loan when the outstanding and encumbered amount of the interim funding obligations 
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.  

As of December 1, 2017, the SFPUC had approximately $145 million principal amount of Commercial 
Paper Notes and no amount under the Revolving Notes outstanding. Approximately $120.5 million principal amount 
of the outstanding Commercial Paper Notes will be refunded with proceeds of the 2017 Sub-Series A Bonds and the 
2017 Sub-Series C Bonds on or about December 14, 2017. The SFPUC anticipates issuing additional Commercial 
Paper Notes and making draws directly on the U.S. Bank National Association facility to provide interim financing 
for Water Enterprise capital projects. See “OBLIGATIONS PAYABLE FROM REVENUES—Subordinate Debt 
and Interim Funding Program.” 

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 for Fiscal Year 2017-18 to 
Fiscal Year 2026-27. 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 2026-27. Pursuant to the WSA, a share of debt service associated with improvements to the Regional 
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Water System, including debt service associated with WSIP financing, is the responsibility of the Wholesale 
Customers. 

Pursuant to the Ten-Year Financial Plan for Fiscal Year 2017-18 to Fiscal Year 2026-27, the SFPUC 
projects that retail water rates will increase annually by an average of approximately 7.0% from Fiscal Year 2018-19 
to Fiscal Year 2026-27, 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.” 

TABLE 17 
WATER ENTERPRISE CAPITAL IMPROVEMENT PROGRAM  

FUNDING SOURCES 
FOR FISCAL YEARS ENDED JUNE 30 

(IN THOUSANDS)(1) 

 2018 2019 2020 2021 2022 
Appropriations $158,522(2) $230,118 $462,559 $125,074 $112,672 
      
Revenue Bonds / Parity State Loan $129,692 $177,314 $409,755 $85,103 63,245 
Water Revenues 27,830  51,804 51,804 38,971 48,427 
Capacity Charge Revenues 1,000  1,000 1,000 1,000 1,000 

Total Sources $158,522  $230,118 $462,559 $125,074 $112,672 
__________ 
(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. 
(2) Budgeted. 
Source: SFPUC. 

FINANCIAL OPERATIONS 

General 

The SFPUC is a department of the City and, as such, the financial operations of the SFPUC’s 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 SFPUC 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, 
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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. 

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 in Table 27 for Fiscal Year 2017-18.  

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 of the facilities of the Hetch Hetchy Project are joint 
assets and are used for both water transmission and power generation and transmission, benefitting both Hetch 
Hetchy 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 Hetch Hetchy Water and the Power Enterprise are allocated to 
the Power Enterprise. Operating and capital costs benefitting Hetch Hetchy Water and 45% of operating and capital 
costs jointly benefitting both Hetch Hetchy 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 
Hetch Hetchy Water and Power. Such transfers constitute “Operation and Maintenance Costs of the Enterprise.” See 
“—Operating and Maintenance Expenses—Inter-Enterprise Transfers.” 

Financial Management Policies. To support sound financial management practices during periods of 
instability and to ensure organizational accountability and disciplined decision making, and to maintain the highest 
practical credit ratings, the SFPUC conducted an extensive peer review study to compare the financial policies of 
other United States municipal utilities, analyze rating agency evaluations of financial policies and recommend 
changes to the SFPUC’s existing financial policies. Based on this study, the Commission adopted in February and 
March 2017 a Debt Service Coverage Policy, a Capital Financing Policy and a Fund Balance Reserve Policy. Such 
new policies replaced the SFPUC’s existing Fund Balance Reserve Policy. The Commission also revised its Debt 
Management Policies and Procedures in August 2017. See “—Financial Management Policies.” In addition, the 
Commission adopted a Ratepayer Assurance Policy to address the prudent use of ratepayer funds and the 
establishment of rates and charges and to ensure process transparency.  

Financial Reporting System. The City introduced a new financial reporting system in July 2017. The City 
expects to use its prior financial accounting and management information system to report accounting and financial 
information for Fiscal Year 2016-17 and its new financial reporting system to report accounting and financial 
information thereafter, commencing with the report for Fiscal Year 2017-18. 

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 Hetch Hetchy Assessment,” the costs of operating the Hetch Hetchy Project 
allocated exclusively to the Water Enterprise or jointly to the Water Enterprise and the Power Enterprise.  



 

 76 

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 Hetch Hetchy 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 of undepreciated 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 
BAWSCA 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 2017-18 is approximately $35.6 million owed to the Wholesale Customers. See “APPENDIX B—SUMMARY 
OF CERTAIN PROVISIONS OF THE WATER SUPPLY AGREEMENT—Balancing Account.” 

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 
Recent 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 2007-08 for the Wholesale Customers. 

TABLE 18 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN WHOLESALE WATER RATES 

Date 
Change in  

Wholesale Rates (1) 
July 2008 10.0% 
July 2009 15.7 
July 2010 15.2 
July 2011 38.4 
July 2012 11.4 
July 2013 (16.4) 
July 2014 19.6 
July 2015 28.0 
July 2016 9.3 
July 2017 0.0 

____________________ 
(1) 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 
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 Hetch 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 26” 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 (400 cubic feet) of use per month (single-family) or 3 CCF (300 cubic feet) 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 2017-18. 
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TABLE 19 
RATES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2017 

 Single-Family 
Residential 
($/CCF)(1) 

Multi-Family 
Residential 

($/CCF) 
Non-Residential 

($/CCF) 
Tier 1(2) (0-4 or 0-3 CCF) 6.42 6.57 - 
Tier 2 (All other usage) 8.62 8.81 - 
Uniform(3) - - 7.64 
____________________ 
(1) One “CCF” equals 100 cubic feet of water (equal to 748 gallons). 
(2) Tier 1 for single-family residential is from 0-4 CCF; tier 1 for multi-family residential is from 0-3 CCF. 
(3) Different rates applying to builders and contractors, fire service, interruptible irrigation and docks and ships apply 

to a small percentage of Non-Residential use. 
Source: SFPUC, Financial Services. 

 
The following table shows a comparison of typical monthly charges for representative Retail Customer 

classes based on average use. 

TABLE 20 
MONTHLY CHARGES FOR RETAIL WATER SERVICE IN SAN FRANCISCO 

AS OF JULY 1, 2017 

Customer Type 
Average  

Use (CCF) 
Meter  
Size 

Fixed  
Charge 

Volume  
Charge 

Total 
Monthly 
Charges  

(Volume + 
Fixed) 

Average Single Family Residence 5.1 5/8" $ 11.63 $ 35.16 $ 46.79 
Larger Single Family Residence 12.0 5/8" 11.63 94.64 106.27 
Large Apartment Building 101.0 3" 95.95 594.13 690.08 
Large Office 351.0 3" 95.95 2,681.64 2,777.59 
Department Store 340.0 4" 156.17 2,597.60 2,753.77 
Hotel 3,314.0 6" 306.76 25,318.96 25,625.72 
 
____________________ 
Source: SFPUC, Financial Services 
 

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 wastewater 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 studies 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 rates, 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, 2014 through June 30, 2018. The rate study that will set rates for the four-year period beginning July 1, 2018 
is currently ongoing. Pursuant to the Charter, the SFPUC has retained an independent consultant to perform a cost of 
service study. Rates are set to be presented to the Commission in April 2018, with increases anticipated for four 
years through June 2022. 
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The following table lists retail water rate adjustments since Fiscal Year 2008-09 through Fiscal Year 
2017-18. 

TABLE 21 
HISTORICAL PERCENTAGE INCREASES (DECREASES) 

IN RETAIL WATER RATES 

Date Retail Rates 
July 2008 15.0 
July 2009 15.0 
July 2010 15.0 
July 2011 12.5 
July 2012 12.5 
July 2013 6.5 
July 2014 12.0 
July 2015 12.0 
July 2016 10.0 
July 2017 7.0 

____________________ 
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.”  

In 2016, the SFPUC retained an independent rate consultant to conduct rate and cost of service studies for 
four years of rates effective July 1, 2018. The rate study is currently analyzing the cost of service of the SFPUC’s 
operating and capital expenses and will propose rates to meet calculated revenue requirements. Policy areas being 
explored by the rate study include updating the existing tiered residential rate structure, increasing the share of fixed 
versus volumetric charges, and creating drought rates or other measures to enhance revenue stability. Final analysis 
for the rate study is currently ongoing, with proposed rates scheduled to be published in February 2018 and 
Commission hearings scheduled in April and May 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. 

 

(Remainder of Page Intentionally Left Blank) 
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Delinquencies. The table below shows the delinquency in collection of water charges from Retail 
Customers as of July 1, 2017. 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. 

TABLE 22 
ACCOUNTS RECEIVABLES AGING REPORT 

AS OF JULY 1, 2017 

Period Amount (1) Percent of Total 
0 - 30 Days $26,781,077.89 92.25% 
31 - 60 Days 1,208,845.39 4.16 
61 - 90 Days 431,625.17 1.49 
Over 90 Days 609,859.47 2.10 
Total $29,031,407.92 100.00% 
   
Credit Balances $  (669,228.56)  
Total Aged Receivables $28,362,179.36  
   
Less Allowance For Doubtful Accounts $ (2,251,150.85)  
Accounts Receivable, Net of Allowance $26,111,028.51  

 
____________________  

(1)  Excludes receivables from municipal customers. 
Source: SFPUC, Financial Services. 

The following table shows a five-year history of write-offs for uncollectible accounts. 

TABLE 23 
WRITE-OFFS FOR UNCOLLECTIBLE ACCOUNTS 

Fiscal Year 
(ended June 30) Amount 

2013 $  4,081 
2014(1) 472,784 
2015(1) 617,734 
2016 3,621 
2017 73,315 

 
____________________ 
(1)  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. 

TABLE 24 
COMPARATIVE MONTHLY RESIDENTIAL WATER CHARGES 

AS OF JULY 1, 2017 

Water Purveyor Monthly Charge(1) 
City of Palo Alto $56.73 
San Francisco Public Utilities Commission  54.55 
Alameda County Water District 49.20 
East Bay Municipal Utility District 43.30(2) 
City of Hayward 42.80 
Contra Costa County Water District 42.54(2) 
City of Santa Clara 34.14 

____________________  

(1) Based on monthly usage of 6 CCF (600 cubic feet). 
(2) 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 Recent California Drought on Revenues and Rates 

The recent 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 did 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. Following a wet 2016/2017 hydrologic year and a forecast of full 
reservoir storage levels, the SFPUC lifted all voluntary and mandatory restrictions and excess use charges, effective 
May 1, 2017.  

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. 
Projected retail water sales revenue is based on significantly lower sales assumptions, and reflects the already-
adopted retail rates through Fiscal Year 2017-18. Retail rates thereafter are expected to increase to reflect the likely 
long-term reduction in water usage. 
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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, 2017, the capacity charge is 
$1,346 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 Engineering News Record (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 
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 Hetch 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, 
Hetch Hetchy 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 2017-18, the 
SFPUC has allocated $45.7 million in administrative costs to the Water Enterprise. For Fiscal Year 2016-17, the 
SFPUC allocated $44.8 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 Hetch Hetchy Water 
and Power to pay for services related to water storage and delivery. The budgeted transfer amount is $32.6 million 
for Fiscal Year 2017-18 and was $34.6 million for Fiscal Year 2016-17. An additional transfer related to power 
purchases is budgeted at $9.7 million for Fiscal Year 2017-18 and was $9.0 million in Fiscal Year 2016-17. Should 
Hetch Hetchy 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 
$11.3 million for Fiscal Year 2017-18 and was $11.9 million for Fiscal Year 2016-17. 

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 Subordinate 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. Prior to Fiscal Year 2007-08, 
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 SFPUC collected payments from other City 
agencies totaling approximately $10.8 million in Fiscal Year 2016-17 and has budgeted to collect $11.2 
million in Fiscal Year 2017-18.  
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Financial Management Policies 

Debt Management Policies and Procedures. The SFPUC has established “Debt Management Policies and 
Procedures” for debt financing under its jurisdiction. The SFPUC has also established separate “SFPUC Bond 
Disclosure Policies and Procedures” which are appended to the “Debt Management Policies and Procedures.” These 
policies 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 and comply with all debt issuance and 
administration rules and regulations. The “Debt Management Policies and Procedures” are reviewed bi-annually and 
revised, as necessary, with Commission approval. The most recent revisions were approved on August 8, 2017. 

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, makes no representation that these policies will be 
followed by the SFPUC. 

Debt Service Coverage Policy. The Commission adopted a debt service coverage policy (the “Debt Service 
Coverage Policy”) on March 28, 2017, which applies to all SFPUC enterprises, including the Water Enterprise. 
Pursuant to the Debt Service Coverage Policy, to ensure that the SFPUC maintains access to low-cost capital and 
retains financial flexibility for contingencies, the SFPUC will aim to adopt budgets, rates and financial plans that 
generate revenues such that debt service coverage on an Indenture basis will be at least 1.35 times and debt service 
coverage on a current basis will be at least 1.10 times. 

The Indenture includes a rate covenant of 1.25 times coverage (including certain available fund balances). 
See “SECURITY FOR THE BONDS—Rate Covenants—Debt Service Coverage.” 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 

Capital Financing Policy. The Commission adopted a capital financing policy (the “Capital Financing 
Policy”) on March 28, 2017, which applies to all SFPUC enterprises, including the Water Enterprise. The SFPUC 
relies mainly on current revenue and debt financing to pay for capital assets or improvements. According to the 
Capital Financing Policy, the appropriate mix of current revenues versus debt financing depends, in part, on the 
capital investment lifecycle of the Water Enterprise. Accordingly, the SFPUC has determined that over the 10-year 
financial planning horizon, the SFPUC will aim to pay for a minimum ranging between 15% and 30% of the Water 
Enterprise’s capital budget from current revenues. 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 

Fund Balance Reserve Policy. The Commission adopted a fund balance reserve policy (the “Fund 
Balance Reserve Policy”) on February 28, 2017, which applies to all SFPUC enterprises, including the Water 
Enterprise. Pursuant to the Fund Balance Reserve Policy, for the time period covered in the 10-Year Financial Plan, 
the SFPUC will aim to propose operating and capital budgets and rates for adoption such that the Fund Balance 
Reserve totals a minimum of 90 days or 25% of operations and maintenance expenses (including programmatic 
projects and excluding debt service and revenue-funded capital) throughout the forecast period. Amounts in excess 
of such minimum will be considered for contingencies and rate stabilization. 

The SFPUC makes no representation that this policy will not be revised or amended and, except to the 
extent required for compliance with the terms of the Indenture, makes no representation that this policy will be 
followed by the SFPUC. 
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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 of October 1, 2017 to be 521 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 October 1, 2017. The Water Enterprise’s pooled deposits and investments 
accounted for approximately $463.9 million, or approximately 5.8%, of such amounts. 

TABLE 25 
CITY POOLED INVESTMENT FUND 

(AS OF OCTOBER 1, 2017) 

Investments 
Book Value 
(millions) 

U.S. Treasuries $  472.8 
Federal Agencies 4,269.5 
State & Local Government Agency Obligations 289.2 
Public Time Deposits 1.0 
Negotiable CDs 1,377.8 
Commercial Paper 810.1 
Medium Term Notes 63.5 
Money Market Funds 357.2 
Supranationals 324.8 
Total $7,966.0 

____________________ 
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. 

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. 
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The following is a summary of the SFPUC’s coverage approach to risk: 

Primary Risks Typical Coverage Approach 
General Liability Self-Insured 
Property Purchased Insurance & Self-Insured 
Workers’ Compensation Self-Insured through City-Wide Pool 

Other Risks Typical Coverage Approach 
Surety Bonds Purchased and Contractually Transferred 
Professional Liability Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Errors & Omissions Combination of Self-Insured, Purchased Insurance and Contractual Risk Transfer 
Builders Risk Purchased Insurance & Contractual Risk Transfer 
Public Officials Liability Purchased Insurance 

 
The SFPUC’s property risk management approach varies depending on whether the facility is currently 

under construction, or if the 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 for the Power Enterprise and plans are in place to continue implementation across the 
remainder of the SFPUC as needed. 

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. 

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. 
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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 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 2015-16 
and 2016-17, 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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TABLE 26 
HISTORICAL REVENUES, OPERATING & MAINTENANCE EXPENSES  

AND DEBT SERVICE COVERAGE  
FOR FISCAL YEARS ENDED JUNE 30 

(IN THOUSANDS) (1) 

 2013 2014 2015 2016 2017 
OPERATING & INVESTMENT 
REVENUE      

Charges for Services (2)      
Retail Water Sales $156,454 $183,140 $189,413 $205,482 $225,705 
Wholesale Water Sales (15) 544,059 171,687 210,610 188,100 212,502 

Subtotal – Water Sales $700,513  $354,828 $400,023 $393,582 $438,207 
Rental Income (3) 9,599  10,675 12,284 12,081 8,813 
Other Revenues  9,271 12,007 11,908 11,766 11,879 
Capacity Fees (4) 2,087 2,373 1,832 2,087 1,432 
Investing Activities (5) (281) 10,907 5,789 3,595 4,331 

Total Revenues $721,189  $390,789 $431,836 $423,111 $464,662 
      

OPERATING & MAINTENANCE 
EXPENSE    

 
 

Personnel Services (6) $119,151  $119,849 $99,192 $103,027 $182,034 
Contractual Services 12,819  10,921 12,729 13,451 10,664 
Materials and Supplies 13,074  12,154 12,667 12,896 12,564 
Depreciation (7) 75,448  89,026 95,384 106,666 118,826 
Services of Other Departments 57,684  54,856 60,365 60,868 59,173 
General/Administrative & Other (8) 25,563 46,749 16,613 17,878 38,566 

Total Operating Expenses $303,739  $333,555 $296,950 $314,786 $421,827 
      

OPERATING AND INVESTMENT 
INCOME $417,450  $57,234 $134,886 $108,325 $ 42,835 
      
COVERAGE CALCULATION      

Operating and Investment Income $417,450  $57,234 $134,886 $108,325 $ 42,835 
+Adjustment to Investing Activities (9) 258  (2,438) 732 635 111 
+Depreciation & Non-Cash Expenses 78,323  95,355 98,192 107,268 121,375 
+Changes in Working Capital (10) 52,193  46,088  (37,175) (11,062) 63,520 
+Appropriated Fund Balance (11) - - - 23,994 10,747 
= “Net Revenue” (12) (13) $548,224  $196,239  $196,635 $229,160 $238,588 
+Other Available Funds (14) 26,744 287,522 248,390 162,733 155,852 
Funds Available for Debt Service $574,968  $483,761  $445,025 $391,893 $394,440 
Bond Debt Service (13) $248,530  $141,325 $192,312 $219,195 $207,812 

Debt Service Coverage (15)      
Including “Other Available Funds” (13) 2.31x 3.42x 2.31x 1.79x 1.90x 
Current Basis (13) (16) 2.21x 1.39x 1.02x 1.05x 1.15x 

____________________  

(1) 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 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. 

(2) Increase in Fiscal Year 2016-17 resulting from rate increases of 9.3% for wholesale and 10.0% for retail customers. 
(3) Decrease in Fiscal Year 2016-17 mainly due to write-offs of rental receivables from SFPUC properties. 
(4) Decrease in Fiscal Year 2016-17 due to write-offs coupled with a reduction in permits issued. 
(5) Interest and investment income increase in Fiscal Year 2016-17 due to higher interest earnings on cash with fiscal agent. 
(6) Increase in Fiscal Year 2016-17 mainly due to increase in pension costs. 
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(7) Increase due to increase in building and structure depreciation. 
(8) Increase in Fiscal Year 2016-17 primarily due to decrease in capitalization of expenses. 
(9) Represents adjustments to show investing activities on a cash basis. 
(10) Fiscal Year 2016-17 increase primarily driven by adjustments relating to pension obligations. See “APPENDIX D—SFPUC 

WATER ENTERPRISE FINANCIAL STATEMENTS—Statements of Cash Flows.” 
(11) The SFPUC budgeted and appropriated $10.7 million of available fund balances to be used as a source of funds in Fiscal 

Year 2016-17. Such amount offsets Operating and Maintenance Expenses in Current Basis calculations.  
(12) “Net Revenue” is presented on a cash basis.  
(13) Partial BABs Subsidy Payments actually received by the SFPUC are reflected as reductions in Bond Debt Service and are 

excluded from Net Revenue. Due to Federal sequestration, the Indenture requires that such partial payments not be reflected 
as reductions in Bond Debt Service but rather permits an adjustment to Net Revenue. See “SECURITY FOR THE BONDS 
—Rate Covenants—Debt Service Coverage”. Were BABs Subsidy Payments received included in Net Revenues and not 
treated as a reduction in Bond Debt Service, Debt Service Coverage – Including “Other Available Funds” for 2013, 2014, 
2015, 2016 and 2017 would have been 2.20x, 3.09x, 2.18x, 1.72x and 1.87x, respectively, and Debt Service Coverage – 
Current Basis for 2013, 2014, 2015, 2016 and 2017 would have been 2.10x, 1.34x, 1.02x, 1.04x and 1.13x respectively. The 
SFPUC has approved a proposed amendment to the Indenture, which would allow partial BABs Subsidy Payments to be 
taken into account as a credit against Bond Debt Service. Such amendment will not be effective until the Amendment 
Effective Date.  

(14) Per Indenture, in addition to current year cash flow, coverage calculation includes 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 THE 
BONDS” and “APPENDIX A—SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.” See also “FINANCIAL 
OPERATIONS—Wholesale Water Sales Revenue—Capital Cost Recovery Prepayment.” 

(15) 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. This also contributed towards “Debt Service Coverage” increasing to 2.31 times in Fiscal Year 2012-13. 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. 

(16) 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. The 
projections in the following Table 27 are budget based. Therefore, line items in Table 27 will not correspond to 
similar line items in Table 26, which is based upon the SFPUC’s GAAP financial statements for the Water 
Enterprise. 

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 AND HETCH HETCHY 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. 
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TABLE 27 
PROJECTED REVENUES, OPERATING & MAINTENANCE EXPENSES 

AND DEBT SERVICE COVERAGE 
FOR FISCAL YEAR ENDING JUNE 30 

(IN THOUSANDS) 

 Five-Year Forecast 

 2018 2019 2020 2021 2022 
CURRENT REVENUE      

Retail Revenues (1)  $237,235  $253,841  $276,688  $296,056  $316,779  
Retail Water Sales Rate Adjustments (2) 16,606  22,846  19,368  20,724  22,175  
Wholesale Revenues (3) 255,999  255,999  256,699  255,406  253,472  
Wholesale Water Sales Rate Adjustments (4) 0  0  0 0 4,982  
BABs Interest Subsidy Receipts (5) 22,130  21,975  21,804  21,620  21,414  
Other Miscellaneous Income (6) 30,930  32,222  33,191  33,624  34,898  

Total Current Revenues † $562,900  $586,883  $607,750 $627,430 $653,721  
      

OPERATING AND MAINTENANCE 
EXPENSE (7) $244,879  $251,274  $256,242  $261,241  $268,074  
less FUND BALANCES BUDGETED AND 
APPROPRIATED (8) (1,452) (3,455) 0  0  0  
NET OPERATING REVENUE (9) $319,473  $339,064  $351,508 $366,189  $385,647  
plus AVAILABLE FUND BALANCE† (10) 176,083  197,827  197,087  180,925  179,488  
FUNDS AVAILABLE FOR DEBT SERVICE $495,556  $536,890  $548,595 $547,113 $565,135  
      
DEBT SERVICE (9) (11)  $260,692  $284,940  $307,540  $322,266  $351,507  
DEBT SERVICE COVERAGE (12)      
Indenture Basis (9) (13) 1.90x 1.88x 1.78x 1.70x 1.61x 
Sufficiency of Revenues(9) (14)  1.23x 1.19x 1.14x 1.14x 1.10x 
      

____________________ 
† Totals may not add due to independent rounding. 
(1) Assumes projected average daily billed consumption of 60.5 mgd for Fiscal Years 2017-18 through 2021-22. Fiscal Year 

2016-17 actuals were 59.0 mgd. See “THE WATER ENTERPRISE—Historic Water Sales and Top Customers.” 
(2) Includes average annual rate increases of 7.0% approved for Fiscal Year 2017-18, and assumes a projected increase of 9.0% 

for Fiscal Year 2018-19 and 7.0% for Fiscal Years 2019-20 through 2021-22. See “FINANCIAL OPERATIONS—Retail 
Water Sales Revenue.” 

(3) Assumes projected average daily billed consumption of 125.8 mgd for Fiscal Years 2017-18 through 2021-22. Fiscal Year 
2016-17 actuals were 115.6 mgd. See “THE WATER ENTERPRISE—Historic Water Sales and Top Customers.” 

(4) Assumes projected rate increases of 0% in Fiscal Year 2018-19 through 2020-21 and 2.0% in Fiscal Year 2021-22. See 
“FINANCIAL OPERATIONS—Wholesale Water Sales Revenue.” 

(5) BABs Subsidy Payments expected to be received assume the continuation of 6.6% sequestration rate effective October 1, 
2017. Sequestration rates are subject to change and legislation introduced in Congress may raise sequestration rates 
significantly. See “SECURITY FOR THE BONDS—Rate Covenants—Debt Service Coverage.” 

(6) Includes, among other amounts, projected interest income, property rentals, fees, cost recoveries, and service installation 
charges. 

(7) 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.” 

(8) The SFPUC budgeted and appropriated $1.5 million and $3.5 million of available fund balances to be used as a source of 
funds in Fiscal Years 2017-18 and 2018-19, respectively. Such amounts offset Operating and Maintenance Expenses in 
sufficiency of Revenues calculations. See “—Management Discussion of Projections.” 

(9) BABs Subsidy Payments are included in projected Net Operating Revenue and are not reflected as reductions in projected 
Debt Service. Were BABs Subsidy Payments not included in projected Net Operating Revenue and treated as a reduction in 
Debt Service, projected Debt Service Coverage – Indenture Basis for 2018, 2019, 2020, 2021 and 2022 would have been 
1.98x, 1.96x, 1.84x, 1.75x, and 1.65x, respectively, and Debt Service Coverage – Current Basis for 2018, 2019, 2020, 2021 
and 2022 would have been 1.25x, 1.21x, 1.15x, 1.15x and 1.10x, respectively. The SFPUC has proposed an amendment to 
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the Indenture, which would allow partial BABs Subsidy Payments to be taken into account as a credit against Debt Service. 
Such amendment will not be effective until the Amendment Effective Date. 

(10) Amounts are treated as Revenues under the Indenture. See “SECURITY FOR THE BONDS.” 
(11) Debt Service on Outstanding Bonds, net of capitalized interest. Does not reflect the issuance of the 2017 Series DEFG 

Bonds or the refunding of the Refunded Bonds. Assumes future issuance of Additional Series of Bonds of approximately 
$386 million in Fiscal Year 2018-19. 

(12) 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 or Revolving Notes. 

(13) Calculated as the sum of Net Operating Revenue 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.”  

(14) Calculated as ratio between Net Operating Revenue over debt service on all senior lien obligations; excludes “Available 
Fund Balance.”  

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. 

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 were adjusted 
in Fiscal Year 2017-18 that reflects an increase in revenues for 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 provided for 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 9% for Fiscal 
Year 2018-19 and 7% for Fiscal Years 2019-20 through Fiscal Year 2021-22. Projected retail rate increases are 
based on an interim version of the Water Enterprise’s Ten-Year Financial Plan and early drafts from SFPUC’s 
ongoing retail rate study. Consequently, actual retail rate increases for Fiscal Year 2018-19 through Fiscal Year 
2020-21 may be lower or higher.  

Revenues from sales of water to the Wholesale Customers are calculated in accordance with the WSA. The 
adopted rate schedule includes no rate increase in Fiscal Year 2017-18. Projections assume no wholesale rate 
increases needed through Fiscal Year 2020-21 and a 2% increase in Fiscal Year 2021-22. 

Water volume sales to the Wholesale Customers and Retail Customers are projected to be flat from Fiscal 
Years 2017-18 through 2021-22. 

Interest earnings assume annual yields ranging from 1.25% to 2.00% throughout projected period. 

“Available Fund Balance” is assumed to be available and treated as “Revenues” for purposes of “Debt 
Service Coverage – Indenture Basis.” 

BABs Subsidy Payments are included in projected Net Operating Revenue and are not reflected as 
reductions in projected Debt Service. See also “SECURITY FOR THE BONDS—Rate Covenants—Debt Service 
Coverage.” 

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 approximately 3% per year for Fiscal Year 2018-19, Fiscal Year 2019-20, Fiscal Year 2020-21 and Fiscal 
Year 2021-22. 
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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 does not reflect 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 recent California drought with conservation efforts 
that have exceeded the call for 10% voluntary demand reductions. See “THE WATER ENTERPRISE—Recent 
California Drought and Current Water Conditions.” Likely due to a wet winter and the lifting of drought restrictions 
and the both mandatory and voluntary calls for conservation, combined Retail and Wholesale Customer water sale 
revenues were higher than the amended Fiscal Year 2016-17 budget by $14.2 million ($0.4 million for Retail 
Customers and $13.9 million for Wholesale Customers). The SFPUC’s financial plans and projections forecast flat 
water sales from Fiscal Year 2016-17 actuals; in the event that water sales increase from the historic lows achieved 
during the drought, it will result in a positive revenue variance from projections. Any Wholesale Customer revenue 
variance is recaptured in future years through the Wholesale Revenue Requirement recovery mechanism set forth in 
the Water Supply Agreement. See “FINANCIAL OPERATIONS—Wholesale Water Sales Revenues.” 

Should another drought occur, 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 Debt Service 
Coverage Policy and its Fund Balance Reserve Policy targets. In addition, the ongoing retail water rate study is 
examining a number of mechanisms to mitigate financial volatility from drought or other demand shortfalls, 
including increased fixed charges and a drought surcharge. See “SECURITY FOR THE BONDS—Rate Covenants” 
and “FINANCIAL OPERATIONS—Retail Water Sales Revenue” and “—Financial Management 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds or adversely affect the ability of the 
SFPUC to make timely payments of principal of or interest on the 2017 Series DEFG 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 2017 Series DEFG Bonds may be adversely affected by actions and 
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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 2017 Series DEFG Bonds and other obligations 
payable from Revenues. See “FINANCIAL OPERATIONS” and “OBLIGATIONS PAYABLE 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 2017 Series DEFG Bonds. 

The SFPUC is not obligated to pay the principal of, or premium, if any, or interest on the 2017 Series 
DEFG 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 2017 
Series DEFG 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 2017 Series DEFG Bonds. The 2017 Series DEFG 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 2017 Series DEFG Bonds. The Bond Reserve 
Accounts established with respect to other Series of Bonds do not secure the 2017 Series DEFG Bonds. Therefore, 
the only security pledged to the holders of the 2017 Series DEFG 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 2017 
Series DEFG 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 2017 Series DEFG 
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 2017 Series DEFG 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.” 
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Other Natural and Man-Made Disasters. Other natural disasters, including without limitation, wildfires, 
flooding, landslides, or man-made disasters or accidents, including without limitation water pipeline failures, 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 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. 

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 recent California drought, see “THE WATER 
ENTERPRISE—Recent California Drought and Current Water Conditions.” 

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 
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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 Hetch Hetchy reservoir and restoring the 
Hetch 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 “THE WATER ENTERPRISE—Proposals to Restore Hetch Hetchy Valley.” 

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. Construction bids may also be higher than anticipated for 
budgeting purposes. 

 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 2017 Series DEFG 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, 
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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 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 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.” 

Interim Funding Program Facilities 

Commercial Paper Notes. The bank credit facilities supporting the Commercial Paper Notes are subject to 
early termination upon the occurrence of certain events, including the failure of the SFPUC to make certain 
payments, the occurrence of certain bankruptcy or insolvency-related events, the reduction below specified levels or 
the withdrawal or suspension of ratings on certain obligations of the SFPUC payable from Net Revenues or certain 
other specified events of default. 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 outstanding reimbursement obligation of the SFPUC to the bank providing such facility for draws made for 
the payment of principal of or interest on Commercial Paper Notes could bear interest at rates higher than the rates 
borne by the Commercial Paper Notes; and (c) any such outstanding reimbursement obligation of the SFPUC could 
be accelerated and become immediately due and payable. The Commercial Paper Notes and any reimbursement 
obligations are payable from Net Revenues on a basis subordinate to the Bonds.  

Revolving Notes. The commitment of the bank to make advances under the revolving credit agreement for 
interim funding (the repayment obligation of the SFPUC for which are evidenced by the Revolving Notes) may be 
terminated by the bank upon the occurrence of certain events, including the failure of the SFPUC to make certain 
payments, the occurrence of certain bankruptcy or insolvency-related events, the reduction below specified levels or 
the withdrawal or suspension of ratings on certain obligations of the SFPUC payable from Net Revenue or certain 
other specified events of defaults. Upon such an event of default, (a) the outstanding repayment obligation of the 
SFPUC evidenced by the Revolving Notes would bear interest at substantially increased interest rates and (b) the 
bank could declare all amounts outstanding under the Revolving Notes to be immediately due and payable. 

See “OBLIGATIONS PAYABLE FROM REVENUES—Subordinate Debt and Interim Funding Program.” 

Potential Impacts of Climate Change  

Climate change could result in adverse impacts on the Regional Water System and associated watersheds. 
See “THE WATER ENTERPRISE—Potential Impact of Climate 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 
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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 Wholesale Customer 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 
certain circumstances. Should the City file for bankruptcy, there could be adverse effects on the holders of the 2017 
Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 
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 2017 Series DEFG 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 2017 Series DEFG Bonds. 

Revenues are deposited with and held by the Treasurer and may be commingled with other City funds. 
See “SECURITY FOR THE BONDS—Flow of Funds.” If the City goes into bankruptcy, the City may not be 
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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 if the 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds, as long as the bankruptcy court determines that the 
alterations are fair and equitable. 

There may be delays in payments on the 2017 Series DEFG 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 2017 Series DEFG Bonds, or result in losses to the holders of the 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds. 

Limitations on Remedies 

The remedies available to the Owners of the 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 
Bonds, that the 2017 Series DEFG 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 2017 Series DEFG 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 
2017 Series DEFG Bonds, there can be no assurance that the available legal remedies will be adequate to protect the 
interests of the holders of the 2017 Series DEFG Bonds. 

Loss of Tax Exemption/Risk of Tax Audit of Municipal Issuers 

As discussed under “TAX MATTERS,” interest on the 2017 Series DEF Bonds could fail to be excluded 
from the gross income of the Owners thereof for purposes of federal income taxation retroactive to the date of the 
issuance of the 2017 Series DEF 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 
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taxability occur, the 2017 Series DEF Bonds are not subject to special redemption or any increase in interest rate and 
will remain outstanding until maturity or until redeemed 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 2017 Series DEF Bonds will be selected for audit by the IRS. It is 
also possible that the market value of the 2017 Series DEF Bonds might be affected as a result of such an audit of 
the 2017 Series DEF 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 2017 Series DEF 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 2017 Series DEFG 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 2017 Series 
DEFG Bonds. The SFPUC undertakes no obligation to maintain its current credit ratings on the 2017 Series DEFG 
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 2017 Series DEFG Bonds or, if a 
secondary market exists, that the 2017 Series DEFG 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.” 

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 2017 Series DEFG Bonds. There may be other risks inherent in 
ownership of the 2017 Series DEFG 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 2017 Series 
DEFG Bonds. 
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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, 
several small water systems owned and operated by the Water Enterprise, and the Wholesale Customer public water 
supply systems. The CDPH and the DDW issued several amendments to the Regional Water System and In-City 
Distribution System permits for various changes over the last 13 years. 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, maintains and implements a comprehensive and effective cross-
connection control program, 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 issued general permits, whereas the two 
RWQCBs (San Francisco Bay and Central Valley) issued individual region-specific 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 currently used by Wholesale Customers of 
the Water Enterprise may be reduced in the future, 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 Irrigation 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 SFPUC currently operates its Water Enterprise systems in compliance 
with drinking water supply permits issued by the CDPH under the California Health and Safety Code. The SFPUC 
has received orders from the CDPH and DDW for noncompliance with some standards relating to the Water 
Enterprise. Requirements prescribed in these orders have been completed. 

Surface Water Treatment. The EPA Surface Water Treatment Rule (“SWTR”) requires filtration of all 
surface water supplies unless the water supply can meet stringent requirements. As discussed under “WATER 
FACILITIES—Water Treatment,” the high quality of water provided from Hetch 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 Hetch Hetchy Reservoir complies 
with all state drinking water criteria, without installation and operation of filtration facilities. New treatment 
(disinfection or 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-Hetch Hetchy sources requires 
filtration to meet applicable drinking water quality requirements. The filtered and treated water from these non-
Hetch Hetchy sources may be blended with disinfected Hetch Hetchy water. Most customers receive water from 
blended sources. 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 (“LT2ESWTR “) 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 LT2ESWTR required large water systems such as the Regional Water System to provide 
Cryptosporidium inactivation treatment by April 1, 2012. The CDPH adopted its version of LT2ESWTR by 
reference to the EPA’s version of LT2ESWTR on April 15, 2013, effective July 1, 2013. 

In response to this regulation and consistent with the overall goals of the WSIP, the SFPUC designed and 
constructed an advanced disinfection facility that uses ultraviolet light technology to inactivate target organisms in 
the Hetch Hetchy water supply. This facility 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 SFPUC completed the mandated second round of source water quality monitoring in 2017, and 
confirmed no changes in source water quality-bin classification and treatment requirements. 

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 required 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 specified DBP monitoring requirements based on the IDSE results. The SFPUC completed the IDSE studies 
and submitted the reports to the CDPH in June 2006 for the Regional Water System and in December 2008 for the 
In-City Distribution System. In June 2012, the CDPH adopted its version of the Stage 2 DBPR with similar 
regulatory requirements as the EPA’s version. The SFPUC has demonstrated compliance with the Stage 2 DBPR by 
the continued use of the chloramination treatment process. 

Six-Year Review. Under the Safe Drinking Water Act (the “SDWA”), the EPA must review all existing 
regulations every six years and determine which regulations may need to be revised. In its third six-year review, the 
EPA determined that the SWTR, LT2ESWTR, Stage 1 and Stage 2 DBPRs and Interim Enhanced SWTR 
regulations are candidates for regulatory revisions. The review may result in new capital and operational 
expenditures to the Water Enterprise, but any regulatory revisions would not go into effect for several years. 

Groundwater Rule. The EPA promulgated the Groundwater Rule (“GWR”) to address waterborne disease 
and microbial contamination related to groundwater. The CDPH adopted its own version of the GWR in August 
2011 by reference to the EPA’s version. The GWR 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 
GWR 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 new alternate water sources. New 
treatment facilities may be required to meet the disinfection requirements and to reduce certain mineral content of 
the groundwater to comply with the corresponding drinking water standards, if water quality monitoring results 
indicated such a need and the proposed blending with the surface water sources does not allow the water quality 
goals to be met. 

Total Coliform Rule. The EPA has revised the Total Coliform Rule (“TCR”), and may also consider the 
adoption of a new Distribution System Rule in the future to more closely regulate distribution system operations and 
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related facilities. The Revised Total Coliform Rule (“RTCR”) went into effect in April 2016, with minimal 
operational impact to the Water Enterprise. It is too early at this time to identify what new treatment facilities or 
operational changes will be required to meet the future distribution system rule. 

The DDW has not adopted its own version of the RTCR. However, the DDW has stated that all public 
water systems, including the Regional Water System, In-City Distribution System, and small drinking water 
systems, must comply with both the federal RTCR and the State TCR until the State adopts its own version of the 
RTCR, which is expected to occur in 2018. The current draft State RTCR has several provisions different from the 
EPA’s version. Exact impacts on the Water Enterprise’s drinking water systems are not known until the final rule is 
adopted. 

Lead and Copper Rule. The SFPUC has proactively addressed lead concerns for several decades, well 
before the EPA published the Lead and Copper Rule (“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 served by the In-City Distribution System. In the 2000’s, the SFPUC initiated a program to 
replace service meters with a non-leaded type in the In-City Distribution System and eliminated large, leaded, 
compound meters. As of July 2017, approximately 97% of the service 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 known as 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 its lead-free 
mandate known as the Reduction of Lead in Drinking Water Act, which was 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.”  

In 2015, the SFPUC completed its latest triennial LCR monitoring. All samples collected were below the 
action level. These results demonstrate continued compliance with the existing LCR. Nevertheless, the SFPUC may 
have to conduct a new optimized corrosion control treatment study with the addition of new groundwater sources to 
the Regional Water System and the In-City Distribution System. The next round of triennial monitoring is expected 
to be completed in 2018. 

In February 2016, in response to the event of lead problem associated with the drinking water supply in 
Flint, Michigan, as well as in some other parts of the United States, the EPA issued a memo clarifying the 
recommended LCR tap sampling procedures and, in March 2016, 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. 

In September 2016, Senate Bill 1398 was signed into law and codified in Section 116885 of the California 
Health and Safety Code. In September 2017, Senate Bill 427 was adopted and signed into law. Together these two 
bills require a community water system, such as those overseen by the SFPUC, to complete the following: 

• Compile an inventory of known Lead User Service Lines (“LUSLs”) by 7/1/2018; 

• Identify areas that may have LUSLs by 7/1/2018;  

• Identify unknown user service line material by 7/1/2020; and 

• Develop a replacement timeline for LUSLs and still unknown material user service lines by 7/1/2020. 

The cost to replace a service line is estimated to range between $5,000 and $10,000. While the SFPUC does 
not have the exact number of LUSLs and unknown material user service lines, the SFPUC currently estimates the 
number to be 11,000-13,000 such lines. The potential replacement cost could be up to $130 million. As a usual 
practice, the SFPUC will generally replace any identified LUSL as part of its ongoing main replacement and service 
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renewal program. However, the DDW could direct a water system to accelerate the program if a high number of 
LUSLs are identified during the inventory and unknown service line identification.  

The EPA’s Revised Lead and Copper Rule (“RLCR”) is anticipated to be proposed in 2018. While the 
exact details of RLCR are not known, the EPA has been reportedly focusing its effort on the requirements of LUSL 
replacement, optimal corrosion control treatment improvements, consideration of a health-based benchmark, 
potential use of point-of-entry filters, tap sampling requirements revision, and modification of public notifications. 

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 SFPUC has been fluoridating the Water Enterprise’s 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 (the “CDC”) also provided detailed information on the basis for this change. To reflect the 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 of 0.6 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 DBPs Chloramine was used as a disinfectant in the entire Regional Water System for 10 years 
between 1935 and 1944 when the Hetch Hetchy water supply was first brought to the City 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 SFPUC 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 ongoing 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 
System and the In-City Distribution System. 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, 
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regulatory agencies, research organizations, professional associations, water quality and health experts, other 
utilities, and elected officials to address these concerns. 

New Drinking Water Standards. The SWRCB adopted a new maximum contaminant level (“MCL”) of 5 
nanogram/liter (“ng/L”) for 1,2,3-Trichloropropane in July 2017. This MCL is set at a very low level that the 
SFPUC has to implement a dedicated, routine monitoring program to assess if its sources of water supply need 
treatment for compliance. Based on historical water quality data collected thus far, it appears that treatment for 
compliance may not be required, but will be confirmed with more updated data to be collected in the future.  

The DDW vacated the recently adopted MCL for chromium-6 in response to an order issued by the 
Superior Court of Sacramento County on May 31, 2017. A new chromium-6 MCL is currently under development 
by the DDW. Impacts of the new MCL to the Water Enterprise’s water systems are yet to be known, and will be 
evaluated when the new standard is proposed. If treatment is required, blending with high quality surface water 
supplies will be the likely treatment alternative. 

If passed, several drinking water and lead-related bills in the legislature may have impacts on the Water 
Enterprise’s water systems in the near future. These impacts may result in the addition of new, routine water quality 
monitoring programs such as sampling assistance to schools in the areas served by the Water Enterprise’s drinking 
water systems. 

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 that cover discharges from the Regional Water System 
and SFPUC drinking water facilities. These permits generally impose discharge limitations, monitoring, reporting, 
and notification requirements. These permits require the SFPUC 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, 
discharges from the Regional Water System related to pipe breaks, equipment malfunctions and other operational 
issues in violation of permit requirements have resulted in fines and settlement payments totaling approximately 
$700,000. The SFPUC 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 “CAPITAL 
IMPROVEMENT PLAN—Water System Improvement Program (WSIP)” and “APPENDIX C—WATER 
SYSTEM IMPROVEMENT PROGRAM.” 

In December 2011, Hetch 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 Enterprise obtains the majority of its water supply from Hetch 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 
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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”). 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 Draft Substitute Environmental Document in support of amendments to the 
2006 WQCP that examined several alternative San Joaquin River flow objectives and implementation strategies (the 
“2012 Draft SED”). The 2012 Draft SED was the subject of extensive public comment, and the SWRCB stated it 
would revise the 2012 Draft 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. 

On September 15, 2016, the SWRCB issued a revised Draft Substitute Environmental Document (the 
“2016 Draft SED”). The SWRCB explains that the 2016 Draft SED was issued in consideration of the extensive 
public comment received on the 2012 Draft SED, and in light of additional information learned during the interim 
period. The 2016 Draft SED also proposes unimpaired flow objectives for the Stanislaus, Tuolumne and Merced 
Rivers. Unlike the 2012 Draft SED, however, which considered flow objectives with a fixed percentage of 
unimpaired flow (e.g., 20, 40 and 60 percent), the 2016 Draft SED evaluates a range of potential flows under each 
alternative. Thus, although the total range of flows evaluated is still between 20% and 60% of unimpaired flow, the 
alternatives considered each include a defined range with an identified “starting point.” For example, the preferred 
alternative, that the SWRCB describes as providing “the bounds of the flow that is required to reasonably protect 
fish and wildlife beneficial use,” is an “adaptive range” of 30% to 50% unimpaired flow, with a proposed starting 
point of 40%. The 2016 Draft SED also notes the potential role of voluntary agreements to expedite implementation 
of the flow objectives, and contemplates that these voluntary agreements may include measures that could improve 
conditions for native fish populations without requiring increased flow, referred to as “non-flow measures,” e.g., 
gravel augmentation for salmonid spawning and rearing habitat. The 2016 Draft SED states that in appropriate 
circumstances these non-flow measures may be used to support a reduction in flows within but not outside the 
adaptive range. 

The SWRCB has two primary means of implementing this proposal: (1) in a separate water rights 
proceeding that would consider any necessary changes to upstream water rights; or, (2) through Clean Water Act 
section 401 certification actions in Federal Energy Regulatory Commission (“FERC”) hydroelectric licensing 
processes, such as the FERC relicensing proceeding underway for the Don Pedro Project on the Tuolumne River. 
Under section 401 of the federal Clean Water Act, FERC cannot issue a new license for a hydroelectric project until 
a state’s water quality agency issues a 401 certification stating that the new license will comply with the applicable 
water quality requirements. If the SWRCB implements a new unimpaired flow objective for the Tuolumne River in 
either of these ways, the SFPUC may ultimately be required to release water from its system, and, depending upon 
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the quantity, there could be an increase in the degree of rationing required by the City’s water customers during 
times of extended drought. 

The 2016 Draft SED posits that if an unimpaired flow objective is implemented on the Tuolumne River, the 
City would be able to avoid rationing during extended drought periods by purchasing sufficient replacement water 
from the Irrigation Districts, and by constructing new, large-scale infrastructure projects (i.e., a regional desalination 
plant and/or a new diversion facility located in the Delta). However, the City disputes the assumptions underlying 
the SWRCB’s analysis, e.g., that the Irrigation Districts would be able to provide the requisite volume of 
replacement water, or would be willing to limit deliveries to their own customers in order to sell water to the City 
during an extended drought, and that the referenced facilities could feasibly be developed and/or brought on line 
within the relevant time period. 

The SWRCB has not indicated when the agency intends to issue a final Substitute Environmental 
Document (the “Final SED”) or final proposed changes to the WQCP for public review. The actions that will be 
taken by the SWRCB are unknown and the SFPUC is unable to predict their effect on the operations of the Water 
Enterprise. The impact on the financial condition of the Water Enterprise of reduced water sales during a drought, 
water purchases during a drought, if available, and/or the development of additional water supply infrastructure, if 
feasible, could, however, be significant. 

FERC Proceeding to Increase Flows in the Lower Tuolumne River 

FERC licenses the New Don Pedro Project, owned and operated by the Irrigation Districts. The City helped 
fund the original construction of New Don Pedro Project in exchange for a water bank account allowing the SFPUC 
to receive water credits for advanced releases from the Hetch Hetchy Project to the New Don Pedro Reservoir. 

The current FERC license for the New Don Pedro Project expired in 2016, and the Irrigation Districts are 
now operating under an annual license that incorporates the conditions of their prior license. The Irrigation 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 Irrigation 
Districts and the SFPUC pursuant to an existing agreement. 

The Irrigation Districts submitted an Amended Final License Application (“AFLA”) for the New Don 
Pedro Project on October 11, 2017. FERC will begin its NEPA review of the license application following its 
determination that all information needed to conduct the NEPA review has been submitted. NEPA and CEQA must 
be completed before a new license can be issued. 

The Irrigation 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, two 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. 
The Irrigation Districts also submitted their Final License Application (“FLA”) for La Grange on October 11, 2017. 

On November 30, 2017, FERC issued its “readiness for environmental review” for the AFLA for the New 
Don Pedro Project and the FLA for the La Grange Project. The schedule following the issuance of a Notice of 
Acceptance/Notice of Ready for Environmental Analysis presents an aggressive timeline for FERC’s processing of 
the applications (because FERC is preparing a single EIS and FEIS for both projects, the schedules for each 
application are the same). The preliminary terms and conditions and fishway prescriptions will be due in January 
2018, and the Commission will issue the draft EIS in August 2018. FERC has discretion to modify the schedules, as 
it deems appropriate. 

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 
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channel, riparian and fisheries conditions within a 27-mile stretch of the Tuolumne River corridor below La Grange 
Diversion Dam. Four of the 10 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 Irrigation 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 Irrigation Districts entered into a new agreement whereby the Irrigation 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 Irrigation 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 Irrigation 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 25 feet or more in height or have an impounding capacity of 50 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 15 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. In early 2017, Oroville Dam, which is owned and 
operated by the State, suffered significant spillway structural problems and a major downstream area was 
temporarily evacuated. As a result of the Oroville Dam experience, the State Legislature enacted legislation to 
enhance the DSOD’s authority, and DSOD has requested additional evaluations of certain spillways, including four 
spillways at SFPUC dams: Cherry Valley, O’Shaughnessy, Turner, and San Andreas. 

The SFPUC has 18 dams under the jurisdiction of the DSOD. The Calaveras Dam is the only dam that is 
currently the subject of water level restrictions by the DSOD. No other dams have DSOD related water restriction 
mandates at this time. 

Crystal Springs Reservoir System. An order imposed by the 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. The 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—Regional Water Program” and “—Water System 
Improvement Program (WSIP).”  
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Pilarcitos Dam. Pilarcitos Dam has a capacity of approximately 3,100 acre-feet and was originally 
constructed in 1862 by the Spring Valley Water Works. In 2013, DSOD requested the SFPUC to perform a 
geotechnical characterization of the Pilarcitos Dam foundation and a seismic stability evaluation of the Pilarcitos 
Outlet Tower. Geotechnical investigation has found problematic materials that may affect seismic performance of 
the Pilarcitos Dam, and the SFPUC is currently planning further investigation to determine the extent of these 
materials with the oversight of DSOD. The SFPUC is also surveying and evaluating the outlet works in preparation 
for analysis of the structure’s seismic and hydraulic performance capacities. 

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 Environmental 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 Board of Supervisors approved settlement of the enforcement action, 
including payment of a $250,000 fine. The SFPUC has revised related hazardous materials management systems and 
has since been spending an estimated annual increase of $100,000 in operating costs to better ensure regulatory 
compliance in the hazardous materials program. 

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 
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. 

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 
SFPUC has initiated the WaterMAP to make up the water supply loss associated with the Crystal Springs Dam 
releases, approximately 3.5 mgd. 

The Alameda County Water District appealed the certification of the environmental impact report for the 
Alameda Creek Recapture Project (the “ACRP EIR”) by the San Francisco Planning Department. On September 5, 
2017, the Board of Supervisors upheld the appeal as to one issue – the adequacy of the environmental analysis of 
project operations on threatened steelhead trout in lower Alameda Creek – and also directed the SFPUC to consult 
with an independent third party expert concerning the adequacy of the conceptual groundwater model of the Sunol 
Valley. The ACRP EIR will be recirculated on the fishery issue, and the document will be considered for 
certification under CEQA by the San Francisco Planning Department in the first half of 2018, following which the 
SFPUC expects that the Alameda Creek Recapture Project will be approved by the SFPUC and authorized for 
construction. 
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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 of real 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. 

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 2017 Series 
DEFG 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. 
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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.” 

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 



 

 111 

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 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 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 excludes 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. 

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 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.” 
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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 2017 Series DEFG Bonds are to be issued, 

(ii) the validity of any provision of the 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG Bonds as they become due. 

TAX MATTERS 

2017 Series DEF Bonds 

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 and other 
documents pertaining to the 2017 Series DEF Bonds and requirements of the Internal Revenue Code of 1986, as 
amended (the “Code”), regarding the use, expenditure and investment of proceeds of the 2017 Series DEF Bonds 
and the timely payment of certain investment earnings to the United States, interest on the 2017 Series DEF Bonds 
is not includable in the gross income of the owners of the 2017 Series DEF Bonds for federal income tax purposes. 
Failure to comply with such covenants and requirements may cause interest on the 2017 Series DEF Bonds to be 
included in gross income retroactive to the date of issuance of the 2017 Series DEF Bonds. 

In the further opinion of Co-Bond Counsel, interest on the 2017 Series DEF Bonds is not treated as an item 
of tax preference in calculating the alternative minimum taxable income of individuals and corporations. Interest on 
the 2017 Series DEF Bonds, however, 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. 

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 2017 Series DEF 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 2017 Series DEF 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. Co-Bond Counsel express 
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no opinion as to the effect of any change to any document pertaining to the 2017 Series DEF 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 Co-Bond 
Counsel or in reliance upon the advice of counsel other than Co-Bond Counsel, with respect to the exclusion from 
gross income of the interest on the 2017 Series DEF Bonds for federal income tax purposes. 

Original Issue Premium. The excess, if any, of the tax adjusted basis of 2017 Series DEF Bonds purchased 
as part of the initial public offering to a purchaser (other than a purchaser who holds such 2017 Series DEF 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 2017 Series DEF Bonds for federal 
income tax purposes (or, in the case of a 2017 Series DEF 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 2017 Series DEF Bond). Owners of 2017 Series DEF Bonds with bond premium 
are required to decrease their adjusted basis in such 2017 Series DEF Bonds by the amount of amortizable bond 
premium attributable to each taxable year such 2017 Series DEF Bonds are held. The amortizable bond premium on 
such 2017 Series DEF Bonds attributable to a taxable year is not deductible for federal income tax purposes. Owners 
of 2017 Series DEF 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 2017 Series DEF Bonds and with respect to the state and local tax consequences of owning and disposing of 
such 2017 Series DEF Bonds. 

Information Reporting and Backup Withholding. Interest paid on the 2017 Series DEF 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 2017 Series DEF 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, under existing law interest on the 2017 
Series DEF Bonds is exempt from personal income taxes imposed by the State of California. 

Future Developments. Existing tax law, including statutes, regulations, rulings and court decisions, may 
change to reduce or eliminate the benefit to bondholders of the exclusion of interest on the 2017 Series DEF Bonds 
from gross income for federal income tax purposes, and any such change or proposed change may also affect the 
value and marketability of the 2017 Series DEF Bonds. For example, legislation is currently pending in Congress 
that would, if enacted, significantly change the income tax rates for individuals and corporations and would repeal or 
modify the alternative minimum tax for tax years beginning after December 31, 2017. It is uncertain whether such 
legislation will be enacted and, if so, what provisions such legislation will ultimately contain. Prospective purchasers 
of the 2017 Series DEF Bonds should consult with their own tax advisors with respect to any proposed or future 
changes in existing tax law, including the currently pending legislation. 

2017 Sub-Series G Bonds (Federally Taxable) 

State Tax Exemption on 2017 Sub-Series G Bonds. In the opinion of Co-Bond Counsel, under existing 
law interest on the 2017 Sub-Series G Bonds is exempt from personal income taxes of the State of California. A 
copy of the form of opinion of Co-Bond Counsel relating to the 2017 Sub-Series G Bonds is included in 
Appendix E. 

Federal Income Tax Considerations for the 2017 Sub-Series G Bonds. The Commission has taken no 
action to cause, and does not expect that, interest on the 2017 Sub-Series G Bonds will be excluded from the 
gross income of the owners thereof for federal income taxes. Except as set forth above, Co-Bond Counsel will 
provide no opinion in connection with the issuance or offering of the 2017 Sub-Series G Bonds with regard to any 
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federal, state or local tax consequence of the ownership or disposition of, or the accrual or receipt of interest on, any 
2017 Sub-Series G Bond. The following is a general summary of certain United States federal income tax 
consequences of the purchase and ownership of the 2017 Sub-Series G 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 
2017 Sub-Series G 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 2017 Sub-Series 
G 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 2017 Sub-Series G 
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 2017 Sub-Series G Bonds in connection with the 
performance of services, or persons deemed to sell 2017 Sub-Series G Bonds under the constructive sale provisions 
of the Code). The 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 2017 Sub-Series G Bonds as “capital assets” within the meaning of 
section 1221 of the Code, and acquire such 2017 Sub-Series G 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 2017 
Sub-Series G 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 consequence 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 TAX ADVISORS IN DETERMINING 
THE FEDERAL, STATE, LOCAL, FOREIGN AND ANY OTHER TAX CONSEQUENCES TO THEM FROM 
THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE 2017 SUB-SERIES G BONDS. 

Interest on the 2017 Sub-Series G Bonds. The Commission intends to treat the 2017 Sub-Series G Bonds 
as debt instruments for all federal income tax purposes, including any applicable reporting requirements under the 
Code. Co-Bond Counsel will render no opinion regarding the exclusion of interest on the 2017 Sub-Series G Bonds 
from gross income for federal income tax purposes. THE COMMISSION EXPECTS THAT THE INTEREST PAID 
ON A 2017 SUB-SERIES G BOND 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 2017 Sub-Series G Bonds, Inclusion of Acquisition Discount and Treatment of Market 
Discount. An owner of 2017 Sub-Series G Bonds will generally recognize gain or loss on the sale or exchange of 
the 2017 Sub-Series G 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 2017 Sub-Series G Bonds. Generally, the owner’s adjusted 
tax basis in the 2017 Sub-Series G 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 2017 Sub-Series G 
Bonds. 

Under current law, a purchaser of a 2017 Sub-Series G Bond who did not purchase that 2017 Sub-Series G 
Bond in the initial public offering (a “subsequent purchaser”) generally will be required, on the disposition (or 
earlier partial principal payment) of such 2017 Sub-Series G 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 
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discount is the amount by which the price paid for such 2017 Sub-Series G Bond by such a subsequent purchaser is 
less than the stated redemption price at maturity of that 2017 Sub-Series G Bond (or, in the case of a 2017 Sub-
Series G Bond bearing original issue discount, is less than the “revised issue price” of that 2017 Sub-Series G 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 2017 Sub-
Series G Bonds with market discount. As an 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 2017 Sub-Series G Bonds could have a material effect on the market value of such 2017 Sub-
Series G Bonds. 

Stated Interest and Reporting of Interest Payments on the 2017 Sub-Series G Bonds. The stated interest 
on the 2017 Sub-Series G Bonds will be included in the gross income, as defined in section 61 of the 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 2017 
Sub-Series G 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 number of the owner. A copy of such Form 1099 INT will be sent to each owner of a 2017 Sub-Series 
G Bond for federal income tax purposes. 

Original Issue Discount on 2017 Sub-Series G Bonds. If the first price at which a substantial amount of 
the 2017 Sub-Series G Bonds of any stated maturity is sold (the “Issue Price”) is less than the stated redemption 
price at maturity of those 2017 Sub-Series G Bonds, the excess of the stated redemption price at maturity of each 
2017 Sub-Series G Bond of that maturity over the Issue Price of that maturity is “original issue discount” and is 
taxed as interest as it is accrued by the owner of that Bond as described herein. If the original issue discount on a 
2017 Sub-Series G 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 2017 Sub-Series G Bond will be treated as zero. 
Original issue discount on a 2017 Sub-Series G Bond will be amortized over the life of the 2017 Sub-Series G Bond 
using the “constant yield method” provided in the Treasury Regulations. As original issue discount on a 2017 Sub-
Series G Bond would accrue under the constant yield method, the owner of a 2017 Sub-Series G 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 
2017 Sub-Series G Bond that exceeds actual cash distributions to that owner in a taxable year. To the extent that a 
2017 Sub-Series G Bond is purchased at a price that exceeds the sum of the Issue Price of that 2017 Sub-Series G 
Bond and all original issue discount on that 2017 Sub-Series G Bond previously includible by any holder in gross 
income (the “revised issue price” of that 2017 Sub-Series G Bond), the subsequent annual inclusion of original issue 
discount by that purchaser is adjusted downward to reflect that excess. 

The amount of the original issue discount that accrues on the 2017 Sub-Series G Bonds each taxable year 
will be reported annually to the Service on Form 1099-OID (or other appropriate reporting form) and to the owners. 
The portion of the original issue discount included in each owner’s gross income while the owner holds the 2017 
Sub-Series G Bonds will increase the adjusted tax basis of the 2017 Sub-Series G Bonds in the hands of such owner. 

Amortizable Bond Premium for 2017 Sub-Series G Bonds. An owner that purchases a 2017 Sub-Series G 
Bond for an amount that is greater than its stated redemption price at maturity will be considered to have purchased 
the 2017 Sub-Series G 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 2017 Sub-Series G 
Bond and may offset interest otherwise required to be included in respect of the 2017 Sub-Series G Bond during any 
taxable year by the amortized amount of such excess for the taxable year. Amortizable bond premium on a 2017 
Sub-Series G Bond held by an owner that does 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 2017 Sub-
Series G Bond. However, if the 2017 Sub-Series G 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 
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term of the 2017 Sub-Series G Bond. Any election to amortize one’s amortizable bond premium would apply 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 of 2010, an additional tax is imposed on individuals at 3.8% of the lesser of (i) the 
taxpayer’s 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 the 
taxpayer’s “modified adjusted gross income” over $200,000 for unmarried individuals ($250,000 for married 
couples filing a joint return or for a surviving spouse). Any individual taxpayer owning 2017 Sub-Series G Bonds 
(whether directly or indirectly through pass-through entities) should consult with that taxpayer’s tax advisor 
concerning this additional tax, as it may apply to interest earned on the 2017 Sub-Series G Bonds as well as to gain 
on the sale of a 2017 Sub-Series G Bond. 

Defeasance of 2017 Sub-Series G Bonds. Persons considering the purchase of a 2017 Sub-Series G Bond 
should be aware that the bond documents permit the SFPUC under certain circumstances to deposit monies or 
securities with the Trustee in an amount sufficient to cause a release of the lien of the Indenture (a “defeasance”). A 
defeasance would likely be a taxable event resulting in the realization of gain or loss by the owner of a defeased 
2017 Sub-Series G Bond for federal income tax purposes, without any corresponding receipt 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 amortizable bond premium with the consequences described above. Owners of 2017 Sub-
Series G Bonds are advised to consult their tax advisers with respect to the tax consequences resulting from such 
events. 

Backup Withholding. Under section 3406 of the Code, an owner of a 2017 Sub-Series G Bond who is a 
United States person may, under certain circumstances, be subject to “backup withholding” of current or accrued 
interest on a 2017 Sub-Series G Bond or with respect to proceeds received from a disposition of the 2017 Sub-Series 
G Bond. This withholding applies if such owner of a 2017 Sub-Series G 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 owner is not subject to backup withholding. 

Backup withholding will not apply, however, with respect to payments made to certain owners of the 2017 
Sub-Series G Bonds. Owners of the 2017 Sub-Series G Bonds should consult their 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 corporations 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 2017 Sub-Series G 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 person 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 
2017 Sub-Series G 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 2017 Sub-Series G Bonds pursuant to a loan agreement entered into in 
the ordinary course of the bank’s trade or business.  
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Assuming payments on the 2017 Sub-Series G Bonds are treated as portfolio interest within the meaning of 
sections 871 and 881 of the Code, then no withholding under section 1441 and 1442 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. 

Foreign Account Tax Compliance Act (“FATCA”)—U.S. Holders and Non-U.S. Holders. Sections 1471 
through 1474 of the Code (commonly referred to as “FATCA”) impose a reporting regime and potentially a 30% 
withholding tax on certain payments made to or through (i) a “foreign financial institution” (as specifically defined 
in the Code) that does not enter into an agreement with the Service to provide the Service with certain information in 
respect of its account holders and investors or (ii) a “non-financial foreign entity” (as specifically defined in the 
Code) that does not provide sufficient information with respect to its substantial U.S. owners, if any. The United 
States has entered into, and continues to negotiate, intergovernmental agreements (each, an “IGA”) with a number of 
other jurisdictions to facilitate the implementation of FATCA. An IGA may significantly alter the application of 
FATCA and its information reporting and withholding requirements with respect to any particular investor. 

Failure to comply with the additional certification, information reporting and other specified requirements 
imposed under FATCA could result in the 30% withholding tax being imposed on payments of interest and principal 
under the 2017 Sub-Series G Bonds and sales proceeds of 2017 Sub-Series G Bonds held by or through a foreign 
entity. In general, withholding under FATCA currently applies to payments of U.S. source interest (including OID) 
and, under current guidance, will apply to (i) gross proceeds from the sale, exchange or retirement of debt 
obligations paid after December 31, 2018 and (ii) certain “passthru” payments no earlier than January 1, 2019. 
Prospective investors should consult their own tax advisors regarding FATCA and its effect on them. 

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 tax advisor as to particular tax 
consequences to it of purchasing, owning, and disposing of the 2017 Sub-Series G 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 2017 Series DEFG 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, P.C., 
Sacramento, California. Co-Bond Counsel and Disclosure Counsel will receive compensation that is contingent 
upon the sale and delivery of the 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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. 
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RATINGS 

Moody’s Investors Service (“Moody’s”) has assigned its municipal bond rating of “Aa3” to the 2017 Series 
DEFG Bonds, and S&P Global Ratings, a Standard & Poor’s Financial Services LLC business (“S&P”), has 
assigned its municipal bond rating of “AA-” to the 2017 Series DEFG 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 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 on the market price of the 2017 Series DEFG Bonds. The SFPUC undertakes no responsibility to 
maintain its current ratings on the 2017 Series DEFG Bonds or to oppose any such downward revision, suspension 
or withdrawal. 

UNDERWRITING 

The 2017 Series DEFG Bonds are being purchased by Morgan Stanley & Co. LLC, on behalf of itself and 
Barclays Capital Inc., J.P. Morgan Securities LLC and Piper Jaffray & Co. (collectively, the “Underwriters”).  

The Underwriters have agreed to purchase the 2017 Sub-Series D Bonds from the SFPUC at a purchase 
price of $428,009,974.00 (consisting of $350,305,000.00 aggregate principal amount of the 2017 Sub-Series D 
Bonds, plus original issue premium of $78,215,491.80, less an underwriter’s discount of $510,517.80). Under the 
bond purchase contract to be entered into in connection with the purchase of the 2017 Sub-Series D Bonds, the 
Underwriters will be obligated to purchase all of the 2017 Sub-Series D 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 2017 Sub-Series E Bonds from the SFPUC at a purchase 
price of $60,073,670.58 (consisting of $48,890,000.00 aggregate principal amount of the 2017 Sub-Series E Bonds, 
plus original issue premium of $11,254,978.00, less an underwriter’s discount of $71,307.42). Under the bond 
purchase contract to be entered into in connection with the purchase of the 2017 Sub-Series E Bonds, the 
Underwriters will be obligated to purchase all of the 2017 Sub-Series E 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 2017 Sub-Series F Bonds from the SFPUC at a purchase 
price of $10,685,060.42 (consisting of $8,705,000.00 aggregate principal amount of the 2017 Sub-Series F Bonds, 
plus original issue premium of $1,992,755.00, less an underwriter’s discount of $12,694.58). Under the bond 
purchase contract to be entered into in connection with the purchase of the 2017 Sub-Series F Bonds, the 
Underwriters will be obligated to purchase all of the 2017 Sub-Series F 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 2017 Sub-Series G Bonds from the SFPUC at a purchase 
price of $34,231,339.34 (consisting of $34,280,000.00 aggregate principal amount of the 2017 Sub-Series G Bonds, 
less an underwriter’s discount of $48,660.66). Under the bond purchase contract to be entered into in connection 
with the purchase of the 2017 Sub-Series G Bonds, the Underwriters will be obligated to purchase all of the 2017 
Sub-Series G Bonds if any are purchased, the obligation to make such purchase being subject to certain terms and 
conditions to be satisfied by the SFPUC. 
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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 2017 Sub-Series D Bonds, the 2017 Sub-Series E Bonds the 2017 Sub-Series F Bonds or the 2017 Sub-
Series G 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. 

Morgan Stanley & Co. LLC, one of the Underwriters of the 2017 Series DEFG Bonds, has entered into a 
retail distribution arrangement with its affiliate Morgan Stanley Smith Barney LLC. As part of this arrangement, 
Morgan Stanley & Co. LLC may distribute municipal securities to retail investors through the financial advisor 
network of Morgan Stanley Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may 
compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect to the 2017 Series DEFG Bonds. 

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the 2017 Series DEFG Bonds, has 
entered into negotiated dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab & Co., Inc. 
(“CS&Co.”) and LPL Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original 
issue prices. Pursuant to each Dealer Agreement (if applicable to this transaction), each of CS&Co. and LPL will 
purchase 2017 Series DEFG Bonds from JPMS at the original issue price less a negotiated portion of the selling 
concession applicable to any 2017 Series DEFG Bonds that such firm sells. 

FINANCIAL STATEMENTS 

Attached as Appendix D are the audited financial statements of the Water Enterprise (the “Financial 
Statements”) for Fiscal Years 2015-16 and 2016-17, 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 audited financial statements of the SFPUC are public documents and 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 2017 Series DEFG 
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, 2019, with the report for Fiscal Year 2017-18, and to promptly 
provide notices of the occurrence of certain enumerated events set forth in the Continuing Disclosure Certificate 
(“Listed Events”). 



 

 120 

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. As of the date hereof, the SFPUC is in compliance in all material respects 
with its continuing disclosure undertakings. 

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 2017 Series DEFG Bonds. The Co-Municipal 
Advisors have participated with responsible SFPUC officials and staff in conferences and meetings where 
information contained in this Official Statement was reviewed for accuracy and completeness. The Co-Municipal 
Advisors are not, however, 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 2017 Series DEFG Bonds. 

VERIFICATION OF MATHEMATICAL ACCURACY 

Upon delivery of the 2017 Series DEFG 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 
Fund to prepay the Refunded Bonds in full, and (b) the “yield” on the investments deposited in the Escrow Fund 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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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 
2017 SERIES DEFG 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 Commission. 

DEFINITIONS 

Accreted Value 

The term “Accreted Value” means, with respect to any Capital Appreciation Bond, the principal amount 
thereof plus the interest accrued thereon from its date, compounded at the approximate interest rate thereof on each 
May 1 and November 1.  The Accreted Values at any date to which reference is made will be the amounts set forth 
in the Accreted Value Table. 

Accreted Value Table 

The term “Accreted Value Table” means, with respect to any Capital Appreciation Bonds, the 
corresponding table attached as an Exhibit to the Indenture or to a Supplemental Indenture pursuant to which 
Additional Bonds constituting Capital Appreciation Bonds are issued. 

Additional Bonds 

The term “Additional Bonds” means bonds, notes or other obligations of the Commission payable from 
Revenues and ranking on a parity with the Bonds and authorized to be issued under and pursuant to the Indenture. 

Balloon Indebtedness 

The term “Balloon Indebtedness” means a Series of Bonds 25% or more of the principal of which matures 
on the same date and which amount is not required by the documents governing such Bonds to be amortized by 
payment or redemption prior to such date.  For purposes of this definition, an optional or mandatory tender of Bonds 
for purchase as described within the definition of Tender Indebtedness will not be treated as a maturity.  If any 
Series of Bonds consists partially of Variable Rate Indebtedness and partially of indebtedness bearing interest at a 
fixed rate, the portion constituting Variable Rate Indebtedness and the portion bearing interest at a fixed rate will be 
treated as separate issues for purposes of determining whether any such indebtedness constitutes Balloon 
Indebtedness. 

Board of Supervisors 

The term “Board of Supervisors” means the Board of Supervisors of the City from time to time or any other 
governing board of the City hereafter provided for pursuant to law. 

Bond Obligation 

The term “Bond Obligation” means, as of any given date of calculation, (1) with respect to any Outstanding 
Current Interest Bond, the principal amount of such Bond, (2) with respect to any Outstanding Capital Appreciation 
Bond, the Accreted Value thereof as of the May 1 or November 1 next preceding such date of calculation (unless 
such date of calculation is a May 1 or November 1 in which case as of such date), and (3) with respect to any 
outstanding Parity State Loan, the unpaid principal amount of the Parity State Loan. 
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Bondowner, Owner 

The term “Bondowner” or “Owner” means any person who is the registered owner of any Outstanding 
Bond, or, if such Outstanding Bond has a maturity of one year or less and is issued in bearer form, means the bearer 
of such Bond, or, with respect to any Parity State Loan, means the State of California (or any board, department or 
agency thereof). 

Bond Reserve Fund 

The term “Bond Reserve Fund” means the fund by that name established under the Indenture. 

Bond Reserve Fund Policy 

The term “Bond Reserve Fund Policy” means a policy of insurance or surety bond issued by a Municipal 
Bond Insurer, obligations insured by which have a rating by Moody’s and S&P which is the highest rating then 
issued by said rating agency, or a Letter of Credit issued by a Qualified Bank, to satisfy all or a portion of the 
Required Reserve. 

Bonds, Capital Appreciation Bonds, Current Interest Bonds, Serial Bonds, Term Bonds 

The term “Bonds” means the San Francisco Water Revenue Bonds authorized by, and at any time 
Outstanding pursuant to, the Indenture or any Supplemental Indenture, including any Additional Bonds authorized 
by, and at any time Outstanding pursuant to, the Indenture and any Supplemental Indenture, and includes bonds, 
notes or other evidences of indebtedness (other evidence of indebtedness includes Parity State Loans, but only for 
purposes of (i) the calculation of “Maximum Annual Debt Service”, “Annual Debt Service”, “Debt Service” and 
“Average Annual Debt Service” and (ii) the provisions of the Indenture described in “REVENUES AND FUNDS—
Pledge and Assignment of Revenues; Revenue Fund,” “EVENTS OF DEFAULT AND REMEDIES OF 
BONDOWNERS–Events of Default; Acceleration,” “–Bondholder Suits” and “--Application of Funds Upon 
Acceleration,” and in the forepart as “SECURITY FOR THE BONDS—Rate Covenants”) payable from Revenues 
on a parity with the Outstanding Bonds. 

The term “Current Interest Bonds” means all or any portion of a Series of Bonds designated as Current 
Interest Bonds and which pay interest at least semiannually to the Owners thereof excluding the first payment of 
interest thereon. 

The term “Capital Appreciation Bonds” means all or any portion of a Series of Bonds designated as Capital 
Appreciation Bonds and on which interest is compounded and paid at maturity or on prior redemption. 

The term “Serial Bonds” means all or any portion of a Series of Bonds designated as Serial Bonds and for 
which no Minimum Sinking Fund Account Payments are provided. 

The term “Term Bonds” means all or any portion of a Series of Bonds designated as Term Bonds and 
which are payable at or before their specified maturity date or dates from Minimum Sinking Fund Account 
Payments established for that purpose and calculated to retire such Bonds on or before their specified maturity date 
or dates. 

Build America Bonds 

The term “Build America Bonds” means any bonds or other obligations issued as Build America Bonds 
under Section 54AA of the Code, or under any other provisions of the Code that creates, in the determination of the 
Commission, a substantially similar direct-pay subsidy program that provides comparable security for the Owners of 
the Bonds. 
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Business Day 

The term “Business Day” means any day other than (1) a Saturday, Sunday or day upon which commercial 
banks in San Francisco, California, or New York, New York are authorized or required to be closed and (2) for 
purposes of payments and other actions relating to Bonds secured by a Letter of Credit, a day upon which 
commercial banks in the city in which is located the office of the Qualified Bank at which demands for payment 
under the Letter of Credit are to be presented are authorized to be closed. 

Certificate of the Commission 

The term “Certificate of the Commission” means an instrument in writing signed by the President or by the 
General Manager or by any other officer of the Commission or of the City duly authorized by the Commission for 
that purpose, and by the Secretary.  Any such instrument and supporting opinions or representations, if any, may, but 
need not, be combined in a single instrument with any other instrument, opinion or representation, and the two or 
more so combined will be read and construed as a single instrument.  If and to the extent required by the provisions 
of the Indenture, each Certificate of the Commission will include the statements provided for in the Indenture. 

Charter 

The term “Charter” means (i) with respect to the 1991 Series A Bonds, the Charter of the City in effect at 
the time of issuance of such Series of Bonds, as thereafter amended, including by the Charter of the City as it now 
exists, and (ii) with respect to 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 Series A Bonds, the 2016 Series AB Bonds, the 2016 Series C Bonds, the 2017 
Series ABC Bonds, the 2017 Series DEFG Bonds and any Additional Bonds, the Charter of the City as it now exists 
or as it may hereafter be amended, and any new or successor Charter. 

City 

The term “City” means the existing political subdivision known as the City and County of San Francisco, 
in the State of California, as the same is organized and existing under and by virtue of the Constitution and laws of 
the State of California and the Charter and any public body hereafter created which will be a successor thereto. 

Code 

The term “Code” means the Internal Revenue Code of 1986, as amended. 

Commission 

The term “Commission” means the Public Utilities Commission of the City duly constituted under the 
Charter, and all commissions, agencies or public bodies hereafter created which succeed to or take over the powers 
and duties of the Commission with respect to the Enterprise. 

Consulting Engineers 

The term “Consulting Engineers” means any engineer or firm of engineers retained by the Commission 
having a wide and favorable reputation for skill and experience in evaluating the construction and operation of 
public utilities, including public water supply, storage and distribution systems, or in other revenue producing 
publicly owned enterprises, to perform the acts and carry out the duties provided for such consulting engineers in the 
Indenture. 

Controller 

The term “Controller” means the Controller of the City from time to time and includes any deputy acting 
for the Controller. 



A-4 

Credit Provider 

The term “Credit Provider” refers to a Municipal Bond Insurer that has issued an outstanding policy of 
municipal bond insurance or a Qualified Bank that is the issuer of an outstanding Letter of Credit which, in each 
case, secures payment of principal of, and interest on, or tender price of, all or a portion of a Series of Bonds; 
provided that this term will not refer to a Reserve Provider. 

Effective Date 

The term “Effective Date” means each date on which one or more of the respective provisions of the Fifth 
Supplemental Indenture becomes effective, being such time as the written consents of the Owners of a majority in 
aggregate amount of the Bond Obligation of the Bonds then Outstanding and of each Credit Provider have been filed 
with the Trustee, and the other requirements contained in the Section entitled “Modification or Amendment of the 
Indenture” of the Indenture have been satisfied.  The Effective Date of the provisions of the Fifth Supplemental 
Indenture occurred on or about April 16, 2015. 

Eighteenth Supplemental Indenture 

The term “Eighteenth Supplemental Indenture” means the Eighteenth Supplemental Indenture, dated as of 
June 1, 2012, by and between the Commission and the Trustee. 

Eighth Supplemental Indenture 

The term “Eighth Supplemental Indenture” means the Eighth Supplemental Indenture, dated as of 
August 1, 2010, by and between the Commission and the Trustee. 

Eleventh Supplemental Indenture 

The term “Eleventh Supplemental Indenture” means the Eleventh Supplemental Indenture, dated as of 
December 1, 2010, by and between the Commission and the Trustee. 

Enterprise or Water Enterprise 

The term “Enterprise” or “Water Enterprise” means the whole and each and every part of the municipal 
water supply, storage and distribution system of the Commission, as located partially within and partially without 
the City, including all of said presently existing municipal water system of the City and all additions, betterments, 
and extensions to said water system or any part thereof thereafter made, but excluding any water supply, storage or 
distribution facilities under the jurisdiction of the Hetch Hetchy Project, a department of the City under the 
jurisdiction of the Commission. 

Event of Default 

The term “Event of Default” means an event of that name described in the Indenture. 

Federal Securities 

The term “Federal Securities” means 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), and also 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.  For all Additional Bonds issued subsequent to the date of the 
amendment and restatement of the Indenture in 2002, the term “Federal Securities” also includes 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 
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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. Maritime 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. 

Fifteenth Supplemental Indenture 

The term “Fifteenth Supplemental Indenture” means the Fifteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Fifth Supplemental Indenture 

The term “Fifth Supplemental Indenture” means the Fifth Supplemental Indenture, dated as of June 1, 
2010, by and between the Commission and the Trustee. 

Financial Newspaper or Journal 

The term “Financial Newspaper or Journal” means The Wall Street Journal or The Bond Buyer, or any 
other newspaper or journal publishing financial news and selected by the Trustee, whose decision will be final and 
conclusive, printed in the English language, customarily published on each business day and circulated in San 
Francisco, California. 

Fiscal Year 

The term “Fiscal Year” means the period beginning on July 1 of each year and ending on the next 
succeeding June 30, or such other fiscal year as may be adopted by the Commission for its general accounting 
purposes or the then current accounting period of the City if the Commission has no separate accounting period. 

Fourteenth Supplemental Indenture 

The term “Fourteenth Supplemental Indenture” means the Fourteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Fourth Supplemental Indenture 

The term “Fourth Supplemental Indenture” means the Fourth Supplemental Indenture, dated as of 
September 1, 2009, by and between the Commission and the Trustee. 

General Manager 

The term “General Manager” means the manager of utilities appointed by the Commission from time to 
time pursuant to the Charter or any other applicable provision of law. 

Improvement Fund 

The term “Improvement Fund” means the fund by that name established pursuant to the Indenture. 

Indenture 

The term “Indenture” means the Amended and Restated Indenture, dated as of August 1, 2002, by and 
between the Commission and the Trustee, as originally executed or as it may from time to time be supplemented or 
amended by any Supplemental Indenture delivered pursuant to the provisions of the Indenture. 
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Independent Certified Public Accountant 

The term “Independent Certified Public Accountant” means any certified public accountant or firm of such 
accountants appointed and paid by the City or the Commission, and who, or each of whom – 

(i) is in fact independent and not under domination of the City or the Commission; 

(ii) does not have any substantial interest, direct or indirect, with the City or the Commission; 
and 

(iii) is not connected with the City or the Commission as an officer or employee of the City or 
the Commission, but who may be regularly retained to make annual or other audits of the books of or 
reports to the City or the Commission. 

Law 

The term “Law” means the Charter, the San Francisco Administrative Code, and all laws of the State of 
California supplemental thereto, including the Revenue Bond Law of 1941 to the extent made applicable by the 
Charter or by the San Francisco Administrative Code.  Whenever reference is made in the Indenture to the Law, 
reference is made to the Law as in force on the date of the Indenture or any Supplemental Indenture, unless the 
context otherwise requires. 

Legal Investments 

The term “Legal Investments” means bonds, notes, certificates of indebtedness, bills, acceptances or other 
securities in which funds of the Commission may now or hereafter be legally invested as provided by the law in 
effect at the time of such investment. 

Letter of Credit 

The term “Letter of Credit” means an irrevocable and unconditional letter of credit, a standby purchase 
agreement, a line of credit or other similar credit arrangement issued by a Qualified Bank to secure payment of 
Balloon Indebtedness, Variable Rate Indebtedness, Tender Indebtedness or a Series of Bonds or to satisfy all or a 
portion of the Required Reserve. 

Letter of Credit Agreement 

The term “Letter of Credit Agreement” means an agreement between the Commission and a Qualified 
Bank pursuant to which the Qualified Bank agrees to issue a Letter of Credit and which sets forth the repayment 
obligation of the Commission to the Qualified Bank on account of any payment under the Letter of Credit. 

Letter of Representations 

The term “Letter of Representations” means the letter or letters of representation of the Commission 
delivered to and accepted by The Depository Trust Company setting forth the basis on which The Depository Trust 
Company serves as depository for the Bonds, as originally executed or as it may be supplemented or revised or 
replaced by a letter to a substitute depository. 

Maximum Annual Debt Service, Annual Debt Service, Debt Service, Average Annual Debt Service 

The term “Maximum Annual Debt Service” means, at any point in time, with respect to Bonds then 
Outstanding, the maximum amount of principal and interest becoming due in the then current or any future Fiscal 
Year, calculated by the Commission as provided in this definition.  For purposes of calculating Maximum Annual 
Debt Service, the following assumptions are to be used to calculate the principal and interest becoming due in any 
Fiscal Year: 
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(i) in determining the principal amount due in each year, payment will (unless a different 
subsection of this definition applies for purposes of determining principal maturities or amortization) be 
assumed to be made in accordance with any amortization schedule established for such debt, including any 
Minimum Sinking Fund Account Payments or any scheduled redemption or payment of Bonds on the basis 
of Accreted Value, and for such purpose, the redemption payment or payment of Accreted Value will be 
deemed a principal payment and interest that is compounded and paid as Accreted Value will be deemed 
due on the scheduled redemption or payment date of such Capital Appreciation Bond; 

(ii) if any of the Outstanding Series of Bonds constitute Balloon Indebtedness or Balloon 
Indebtedness and Variable Rate Indebtedness or if Bonds then proposed to be issued would constitute 
Balloon Indebtedness or Balloon Indebtedness and Variable Rate Indebtedness, then, for purposes of 
determining Maximum Annual Debt Service, such amounts as constitute Balloon Indebtedness will be 
treated as if the principal amount of such Bonds were to be amortized from the date of their original 
issuance in substantially equal annual installments of principal and interest over a term of 25 years; the 
interest rate used for such computation will be the rate quoted in The Bond Buyer –25 Revenue Bond Index 
for the last week of the month preceding the date of calculation, as published in The Bond Buyer, or if that 
index is no longer published, another similar index selected by the Commission, or if the Commission fails 
to select a replacement index, an interest rate equal to 80% of the yield for outstanding United States 
Treasury bonds having an equivalent maturity as the Bonds on the date of issuance, or if there are no such 
Treasury bonds having equivalent maturities, 80% of the lowest prevailing prime rate of any of the five 
largest commercial banks in the United States ranked by assets; 

(iii) if any Outstanding Bonds constitute Tender Indebtedness or if Bonds then proposed to be 
issued would constitute Tender Indebtedness, then for purposes of determining the amounts of principal 
and interest due in any Fiscal Year on such Bonds, the options or obligations of the owners of such Bonds 
to tender the same for purchase or payment prior to their stated maturity or maturities will be treated as a 
principal maturity occurring on the first date on which owners of such Bonds may or are required to tender 
such Bonds except that any such option or obligation to tender Bonds will be ignored and not treated as a 
principal maturity, if (1) such Bonds are rated in one of the two highest long-term rating categories 
(without reference to gradations such as “plus” or “minus”) by Moody’s and by S&P or such Bonds are 
rated in the highest short-term, note or commercial paper rating categories by Moody’s and by S&P and 
(2) the obligation, if any, the Commission may have under a Letter of Credit Agreement with respect to 
such Bonds, other than its obligations on such Bonds, will either be subordinated to the obligation of the 
Commission on the Bonds or be incurred under the conditions and meeting the tests for the issuance of 
Additional Bonds set forth in the Indenture; 

(iv) if any Outstanding Bonds constitute Variable Rate Indebtedness, the interest rate on such 
Bonds will be assumed to be 110% of the greater of (a) the daily average interest rate on such Bonds during 
the 12 months ending with the month preceding the date of calculation, or such shorter period that such 
Bonds have been Outstanding, or (b) the rate of interest on such Bonds on the date of calculation; 

(v) if Bonds proposed to be issued will be Variable Rate Indebtedness, then such Bonds will 
be assumed to bear interest at the rate quoted in The Bond Buyer –25 Revenue Bond Index for the last week 
of the month preceding the date of sale of such additional Bonds, as published in The Bond Buyer, or if that 
index is no longer published, another similar index selected by the Commission, or if the Commission fails 
to select a replacement index, an interest rate equal to 80% of the yield for outstanding United States 
Treasury bonds having an equivalent maturity as the additional Bonds proposed to be issued, or if there are 
no such Treasury bonds having equivalent maturities, 80% of the lowest prevailing prime rate of the five 
largest commercial banks in the United States ranked by assets: 

(vi) if moneys or Federal Securities or general obligation bonds of the State of California 
have been deposited with and are held by the Trustee or another fiduciary to be used to pay principal and/or 
interest on specified Bonds, then the principal and/or interest to be paid from such moneys or Federal 
Securities or general obligation bonds of the State of California or from the earnings thereon will be 
disregarded and not included in calculating Maximum Annual Debt Service. 
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The term “Annual Debt Service” means the sum of such principal and interest as computed for the 
twelve-month period ending June 30 to which reference is made. 

The term “Debt Service” means the sum of all such principal and interest. 

The term “Average Annual Debt Service” means total Debt Service, divided by the number of 
twelve-month periods ending on June 30 (including any fractional periods) remaining until the last maturity date of 
any Outstanding Bond. 

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 Commission is scheduled to receive during each such twelve-month 
period ending June 30.  If the amount of Refundable Credits received by the Commission 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, 
the Commission 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 Maximum 
Annual Debt Service, Annual Debt Service, Debt Service, and Average Annual Debt Service until the receipt of 
such Refundable Credits resumes and all prior deficiencies are cured.1

Mayor 

The term “Mayor” means the Mayor of the City from time to time. 

Minimum Sinking Fund Account Payments 

The term “Minimum Sinking Fund Account Payments” means the aggregate amounts required by the 
Indenture and any subsequent Supplemental Indenture or Supplemental Indentures to be deposited in Sinking Fund 
Accounts for the payment of Term Bonds. 

Moody’s 

The term “Moody’s” means Moody’s Investors Service, Inc., a corporation duly organized and existing 
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except that if such 
corporation will be dissolved or liquidated or will no longer perform the functions of a securities rating agency, then 
the term “Moody’s” will be deemed to refer to any other nationally recognized securities rating agency selected by 
the Commission and approved by the Trustee. 

Municipal Bond Insurer 

The term “Municipal Bond Insurer” means any insurance company or companies which has or have issued 
a policy of municipal bond insurance insuring payment of the principal of and interest on any of the Bonds of any 
Series or a Bond Reserve Fund Policy and are so designated as such in the Indenture or a Supplemental Indenture. 

1 Pursuant to the Twenty-First Supplemental Indenture, this sentence is to be amended as follows, which 
amendment will become effective at such time as the written consents of the Owners of a majority in aggregate 
amount of the Bond Obligation of the Bonds then Outstanding and of each Credit Provider (if any) have been 
filed with the Trustee, and the other requirements contained in the Indenture have been satisfied: 

If the amount of Refundable Credits scheduled to be received by the Commission for any Series of Bonds 
that were issued as Build America Bonds is reduced or otherwise not received during any twelve-month 
period ending June 30, the Commission will calculate the amount of interest due on such Series of Bonds 
for the subsequent twelve month period ending June 30 by offsetting against the gross amount of interest 
payable on such Series only the amount of the Refundable Credits scheduled to be received under Federal 
legislation (or other Federal regulation, pronouncement or action) authorizing the reduction of Refundable 
Credits. 
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Net Revenues 

The term “Net Revenues” means 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 as 
are scheduled to be paid by the Commission from moneys other than Revenues, such moneys to be clearly available 
for such purpose). 

Nineteenth Supplemental Indenture 

The term “Nineteenth Supplemental Indenture” means the Nineteenth Supplemental Indenture, dated as of 
August 1, 2012, by and between the Commission and the Trustee. 

1991 Series A Bonds 

The term “1991 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 1991 
Series A. 

Ninth Supplemental Indenture 

The term “Ninth Supplemental Indenture” means the Ninth Supplemental Indenture, dated as of August 1, 
2010, by and between the Commission and the Trustee. 

Operation and Maintenance Costs of the Enterprise 

The term “Operation and Maintenance Costs of the Enterprise” means the reasonable and necessary costs 
of operating and maintaining the 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 
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 Commission may establish or the Board of Supervisors may 
require with respect to employees of the Commission, as provided in the Charter, but excluding in all cases 
(i) depreciation and obsolescence charges or reserves therefor, (ii) amortization of intangibles or other bookkeeping 
entries of a similar nature, (iii) costs of capital additions, replacements, betterments, extensions or improvements to 
the Enterprise, which under generally accepted accounting principles are chargeable to a capital account or to a 
reserve for depreciation, and (iv) charges for the payment of principal and interest on any general obligation bonds, 
revenue bonds or other indebtedness heretofore or hereafter issued for Enterprise purposes. 

Opinion of Counsel 

The term “Opinion of Counsel” means a written opinion of counsel (who may be counsel for the City or the 
Commission) retained by the Commission and who is acceptable to the Trustee.  If and to the extent required by the 
provisions of the Indenture, each Opinion of Counsel will include the statements provided for in the Indenture. 

Outstanding 

The term “Outstanding,” when used as of any particular time with reference to Bonds, means (subject to the 
provisions of the Indenture) all Bonds theretofore executed, issued and delivered by the Commission under the 
Indenture except – 

(1) Bonds cancelled by the Trustee or surrendered to the Trustee for cancellation; 

(2) Bonds for the payment or redemption of which funds or securities in the necessary 
amount (as set forth in the Indenture) will have theretofore been deposited with a fiduciary (whether upon 
or prior to the maturity or redemption date of such Bonds), provided that, if such Bonds are to be redeemed 
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prior to the maturity thereof, notice of such redemption will have been given as in the Indenture provided or 
provision satisfactory to the Trustee will have been made for the giving of such notice; and 

(3) Bonds in lieu of or in substitution for which other Bonds have been executed, issued and 
delivered by the Commission pursuant to the Indenture. 

For purposes of this definition and within the meaning of the Indenture, Bonds the principal of or interest 
on which has been paid by a Municipal Bond Insurer will not be deemed paid by or on behalf of the Commission, 
will not be defeased and will remain Outstanding under the Indenture until paid by the Commission. 

Parity State Loans 

The term “Parity State Loans” means those loan agreements or installment sale agreements entered into 
between the Commission and the State of California (or any board, department or agency thereof) to finance 
additions, betterments, extensions, repairs, renewals or replacements to the Enterprise, which, by their terms, are 
payable from Revenues on a parity basis with debt service on the Bonds. 

Payment Date 

The term “Payment Date” means any interest, or interest and principal, payment date on which payment of 
the principal of or interest on the Bonds is due or on which any Term Bonds are required to be redeemed from any 
Minimum Sinking Fund Account Payments. 

Permitted Investments 

The term “Permitted Investments” means any of the following: 

(1) 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 on the books of the Department of the 
Treasury of the United States of America and securities which represent an undivided interest in such direct 
obligations), and also 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; 

(2) Bonds, consolidated bonds, collateral trust debentures, consolidated debentures or other 
obligations issued by federal land banks or federal intermediate credit banks established under the Federal 
Farm Loan Act, as amended; debentures and consolidated debentures issued by the Central Bank for 
Cooperatives and banks for cooperatives established under the Farm Credit Act of 1933, as amended; 
bonds or debentures of the Federal Home Loan Bank Board established under the Federal Home Loan 
Bank Act and bonds of any federal home loan bank established under said act; bonds, debentures, 
participation certificates or other obligations of the Government National Mortgage Association or the 
Federal National Mortgage Association established under the National Housing Act, as amended; and also 
any securities now or hereafter authorized, both the principal of and interest on which is guaranteed 
indirectly by the full faith and credit of the United States of America; 

(3) Time certificates of deposit or negotiable certificates of deposit issued by a state or 
nationally chartered bank or trust company, including the Trustee, or a state or federal savings and loan 
association, provided that such certificates of deposit will be (i) continuously and fully insured by the 
Federal Deposit Insurance Corporation or the Federal Savings and Loan Insurance Corporation or 
(ii) issued by any bank or trust company organized under the laws of any state of the United States, or any 
national banking association (including the Trustee), having a combined capital and surplus of at least 
$100,000,000, and such certificates will have maturities of six months or less, or (iii) continuously and 
fully secured by such securities as are described in clauses (1) or (2) above, which securities will have a 
market value (exclusive of accrued interest) at all times at least equal to the principal amount of such 
certificates of deposit; 
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(4) Bankers’ acceptances which are issued by a bank or trust company organized under the 
laws of any state of the United States or any national banking association (including the Trustee) rated “A” 
or higher by Moody’s and S&P; provided, that such banker’s acceptances may not exceed 270 days’ 
maturity; 

(5) Any repurchase agreement with any bank or trust company organized under the laws of 
any state of the United States or any national banking association (including the Trustee) or government 
bond dealer reporting to, trading with and recognized as a primary dealer by, the Federal Reserve Bank of 
New York, which agreement is secured by any one or more of the securities described in clauses (1) or 
(2) above, provided the underlying securities are required by the repurchase agreement to be held by any 
such bank, trust company or primary dealer having a combined capital and surplus of at least $100,000,000 
and being independent of the issuer of such repurchase agreement, and provided the securities are 
continuously maintained at a market value of not less than the amount so invested; 

(6) Commercial paper of “prime” quality of the highest ranking or of the highest letter and 
numerical rating as provided by Moody’s and S&P, which commercial paper is limited to issuing 
corporations that are organized and operating within the United States of America and that have total assets 
in excess of five hundred million ($500,000,000) and that have an “A” or higher rating for the issuer’s 
debentures, other than commercial paper, as provided by Moody’s and S&P; provided that purchases of 
eligible commercial paper may not exceed one hundred eighty (180) days’ maturity nor represent more than 
ten percent (10%) of the outstanding commercial paper of an issuer corporation; 

(7) Bonds, notes, warrants or other evidence of indebtedness of any of the states of the 
United States or of any political subdivision or public agency thereof which are rated in one of the two 
highest short-term or long-term rating categories by Moody’s and S&P; 

(8) Any investment agreement with (i) any bank or trust company organized under the laws 
of any state of the United States of America or any national banking association (including the Trustee) or 
government bond dealer reporting to, trading with and recognized as a primary dealer by, the Federal 
Reserve Bank of New York, having a combined capital and surplus of at least $100,000,000, or (ii) any 
corporation, limited liability company or other entity that is organized and operating within the United 
States of America and that has total assets in excess of five hundred million dollars ($500,000,000) and (A) 
at the time the investment agreement is entered into, has an “A” or higher rating for its debt, other than 
commercial paper, as provided by Moody’s and S&P, or (B) at the time the investment agreement is 
entered into, the investment agreement or the provider’s obligations under the investment agreement are 
guaranteed by any entity with an “A” or higher rating for its debt, other than commercial paper, or for its 
financial strength, as provided by Moody’s and S&P; and 

(9) Government money market portfolios or money market funds restricted to obligations 
issued or guaranteed as to payment of principal and interest by the full faith and credit of the United States 
of America, which portfolios, unless held by the Trustee for 5 business days or less, have a rating at least 
equal to the lowest then existing rating on the Bonds given by S&P and Moody’s. 

Policy Costs 

The term “Policy Costs” means the amounts owing to a Reserve Provider, including the principal amount 
of any draw on a Bond Reserve Fund Policy, interest thereon and reasonable expenses incurred by the Reserve 
Provider in enforcing payment of Policy Costs, as more fully set forth in the agreement pursuant to which such Bond 
Reserve Fund Policy is issued. 

President 

The term “President” means the President of the Commission from time to time. 
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Project 

The term “Project” means any additions, enlargements, betterments, extensions and other improvements to 
or benefiting, and the equipping of, the Enterprise, including, without limitation, the acquisition of land therefor. 

Project Fund 

The term “Project Fund” means each fund by the name established within the Improvement Fund. 

Proportionate Basis 

The term “Proportionate Basis” when used with respect to the redemption of Bonds, means that the amount 
of Bonds of each maturity to be redeemed will be determined as nearly as practicable by multiplying the total 
amount of funds available for redemption by the ratio which the amount of Bond Obligation of Bonds of such 
maturity bears to the amount of all Bond Obligation of Bonds to be redeemed, provided that if the amount available 
for redemption of Bonds of any maturity is insufficient to redeem a multiple of $5,000 principal amount or Accreted 
Value payable at maturity, such amount will be applied to the redemption of the highest possible integral multiple (if 
any) of $5,000 principal amount or Accreted Value payable at maturity.  For purposes of the foregoing, Term Bonds 
will be deemed to mature in the years and in the amounts of the Minimum Sinking Fund Account Payments and 
Capital Appreciation Bonds and Current Interest Bonds maturing or subject to Minimum Sinking Fund Account 
Payments in the same year will be treated as separate maturities.  When used with respect to the payment or 
purchase of Bonds, “Proportionate Basis” will have the same meaning set forth above except that “pay” or 
“purchase” will be substituted for “redeem” or “redemption” and “paid” or “purchased” will be substituted for 
“redeemed.”  

Proposition A of 2002, Proposition A 

The term “Proposition A of 2002” or “Proposition A” means a measure approved by a majority of voters 
voting thereon at a duly called and held revenue bond election on November 5, 2002, authorizing the issuance by the 
Commission of its revenue bonds or other forms of revenue financing in a principal amount not to exceed 
$1,628,000,000 to finance the acquisition and construction of improvements to the Enterprise. 

Proposition E of 2002, Proposition E 

The term “Proposition E of 2002” or “Proposition E” means a measure approved by a majority of voters 
voting thereon at a duly called and held revenue bond election on November 5, 2002 authorizing the issuance by the 
Commission of its revenue bonds or other forms of revenue financing 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 

Qualified Bank 

The term “Qualified Bank” means a state or national bank or trust company or savings and loan association 
or a foreign bank with a domestic branch or agency which is organized and in good standing under the laws of the 
United States or any state thereof or any foreign country, which has a capital and surplus of $25,000,000 or more 
and which has a short term debt rating of the highest ranking or of the highest letter and numerical rating as provided 
by Moody’s or by S&P. 

Qualified Independent Consultant 

The term “Qualified Independent Consultant” means a person or a firm who or which engages in the 
business of advising the management of public agencies concerning the operation and financing of public utilities, 
including public water supply, storage and distribution systems, and also including advice and consultation generally 
concerning the use and operation of public utilities, including public water supply, storage and distribution systems, 
and which person or firm, by reason of his or its knowledge and experience, has acquired a reputation as a 
recognized consultant.  Such Qualified Independent Consultant may include a person or firm rendering professional 
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engineering or accounting services in addition to his or its occupation as a public utility consultant and may include 
any person or firm regularly employed by the City or the Commission as a consultant to the City or the Commission. 

Rebate Certificate 

The term “Rebate Certificate” means the Rebate Certificate or similar tax certificate delivered or to be 
delivered by the Commission at the time of issuance and delivery of a Series of Bonds, as the same may be amended 
or supplemented in accordance with its terms. 

Rebate Fund 

The term “Rebate Fund” means the fund established and so designated for a Series of Bonds. 

Refundable Credits 

The term “Refundable Credits” means (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 Commission has elected to receive under Section 54AA(g)(1) 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 Commission, 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 Commission has elected 
to receive under the applicable provisions of the Code. 

Required Reserve 

The term “Required Reserve” means,  

(1) with respect to a Series of Bonds issued prior to the Effective Date, the aggregate amount which is 
equal to the sum of fifty percent (50%) of the Maximum Annual Debt Service on such Series of Bonds then 
Outstanding; provided, however, that such Required Reserve or a portion thereof may be provided by one or more 
Bond Reserve Fund Policies; provided further that in no event will the Commission, in connection with issuance of a 
Series of Additional Bonds, be obligated to deposit an amount in the Bond Reserve Fund which is in excess of the 
amount permitted by the applicable provisions of the Code to be so deposited from the proceeds of tax-exempt 
bonds without having to restrict the yield of any investment purchased with any portion of such deposit. 

(2) with respect to a Series of Bonds issued on or after the Effective Date, as of any date of 
calculation, the amount, if any, required to be deposited into a Reserve Account for that Series of Bonds, as defined 
in and provided by the Supplemental Indenture pursuant to which such Series of Bonds is issued; provided, 
however, that in no event will the Commission, in connection with issuance of a Series of Additional Bonds, be 
obligated to deposit an amount in the Bond Reserve Fund which is in excess of the amount permitted by the 
applicable provisions of the Code to be so deposited from the proceeds of tax-exempt bonds without having to 
restrict the yield of any investment purchased with any portion of such deposit. 

Reserve Account 

The term “Reserve Account” means each account established in the Bond Reserve Fund with respect to 
each Series of Bonds issued under the Indenture. 

Reserve Provider 

The term “Reserve Provider” means the issuer of a Bond Reserve Fund Policy. 

Revenue Fund 

The term “Revenue Fund” means the fund by that name established pursuant to the Indenture. 
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Revenues 

The term “Revenues” means all gross revenues of the Enterprise, including all charges received for and all 
other income and receipts derived by the Commission or the City from the operation of the Enterprise, or arising 
from the Enterprise, including connection and installation charges, but excluding – 

(1) any money received by or for the account of the City or the Commission from the levy or 
collection of taxes, 

(2) moneys received from the State of California 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 Commission or the City to be applied to construction, 

(5) moneys required to be paid to the State of California and the United States of America pursuant to 
agreements with the City or the Commission, 

(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 Enterprise (which moneys will be received and disposed of pursuant to 
the Indenture), 

(7) proceeds from Bonds issued by the Commission or proceeds from loans obtained by the 
Commission, 

(8) moneys or securities received by the City or the Commission as gifts or grants, the use of which is 
restricted by the donor or grantor,  

(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 Commission, the City or any department or agency of the City, whether or not collected by the 
Commission, the City or any department or agency of the City, for the purpose of financing improvements to the 
facilities comprising the Enterprise. 

The term “Revenues” also includes (i) 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 Enterprise and legally 
available to pay Debt Service on the Bonds, and (ii) any other moneys, proceeds and other amounts that the 
Commission determines should be “Revenues” under the Indenture. 

Secretary 

The term “Secretary” means the Secretary of the Commission from time to time. 

Series 

The term “Series” means any series of Bonds executed, authenticated and delivered pursuant to the 
Indenture and identified as a separate Series of Bonds, including any Additional Bonds issued pursuant to a 
Supplemental Indenture and the Indenture. 

Seventh Supplemental Indenture 

The term “Seventh Supplemental Indenture” means the Seventh Supplemental Indenture, dated as of 
June 1, 2010, by and between the Commission and the Trustee. 
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Seventeenth Supplemental Indenture 

The term “Seventeenth Supplemental Indenture” means the Seventeenth Supplemental Indenture, dated as 
of June 1, 2012, by and between the Commission and the Trustee. 

Sinking Fund Accounts 

The term “Sinking Fund Accounts” means any special account or accounts established by the Indenture or 
any Supplemental Indenture or Indentures in the Principal Fund for the payment of Term Bonds. 

Sixteenth Supplemental Indenture 

The term “Sixteenth Supplemental Indenture” means the Sixteenth Supplemental Indenture, dated as of 
June 1, 2012, by and between the Commission and the Trustee. 

Sixth Supplemental Indenture 

The term “Sixth Supplemental Indenture” means the Sixth Supplemental Indenture, dated as of June 1, 
2010, by and between the Commission and the Trustee. 

S&P 

The term “S&P” means Standard & Poor’s Ratings Services, a corporation duly organized and existing 
under and by virtue of the laws of the State of New York, and its successors and assigns, except that if such 
corporation is dissolved or liquidated or will no longer performs the functions of a securities rating agency, then the 
term “S&P” will be deemed to refer to any other nationally recognized securities rating agency selected by the 
Commission and approved by the Trustee. 

Supplemental Indenture 

The term “Supplemental Indenture” means any indenture or resolution amendatory of or supplemental to 
the Indenture; but only if and to the extent that such Supplemental Indenture is specifically authorized under the 
Indenture. 

Tender Indebtedness 

The term “Tender Indebtedness” means any Bonds or portions of Bonds a feature of which is an option, on 
the part of the Bondowners, or an obligation, under the terms of such Bonds, to tender all or a portion of such Bonds 
to the Commission, the Trustee or other fiduciary or agent for payment or purchase and requiring that such Bonds or 
portions of Bonds be purchased if properly presented. 

Tenth Supplemental Indenture 

The term “Tenth Supplemental Indenture” means the Tenth Supplemental Indenture, dated as of 
December 1, 2010, by and between the Commission and the Trustee. 

Third Supplemental Indenture 

The term “Third Supplemental Indenture” means the Third Supplemental Indenture, dated as of August 1, 
2009, by and between the Commission and the Trustee. 

Thirteenth Supplemental Indenture 

The term “Thirteenth Supplemental Indenture” means the Thirteenth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 
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Thirtieth Supplemental Indenture 

The term “Thirtieth Supplemental Indenture” means the Thirtieth Supplemental Indenture, dated as of 
December 1, 2017, by and between the Commission and the Trustee. 

Thirty-First Supplemental Indenture 

The term “Thirty-First Supplemental Indenture” means the Thirty-First Supplemental Indenture, dated as of 
December 1, 2017, by and between the Commission and the Trustee. 

Treasurer 

The term “Treasurer” means the Treasurer of the City and includes any deputy acting for the Treasurer. 

Trustee 

The term “Trustee” means U.S. Bank National Association, acting as an independent trustee with the duties 
and powers provided in the Indenture, its successors and assigns, and any other corporation or association which 
may at any time be substituted in its place, as provided in the Indenture. 

Twelfth Supplemental Indenture 

The term “Twelfth Supplemental Indenture” means the Twelfth Supplemental Indenture, dated as of 
August 1, 2011, by and between the Commission and the Trustee. 

Twentieth Supplemental Indenture 

The term “Twentieth Supplemental Indenture” means the Twentieth Supplemental Indenture, dated as of 
April 1, 2015, by and between the Commission and the Trustee. 

Twenty-First Supplemental Indenture 

The term “Twenty-First Supplemental Indenture” means the Twenty-First Supplemental Indenture, dated as 
of October 1, 2016, by and between the Commission and the Trustee. 

Twenty-Second Supplemental Indenture 

The term “Twenty-Second Supplemental Indenture” means the Twenty-Second Supplemental Indenture, 
dated as of October 1, 2016, by and between the Commission and the Trustee. 

Twenty-Third Supplemental Indenture 

The term “Twenty-Third Supplemental Indenture” means the Twenty-Third Supplemental Indenture, dated 
as of December 1, 2016, by and between the Commission and the Trustee. 

Twenty-Fourth Supplemental Indenture 

The term “Twenty-Fourth Supplemental Indenture” means the Twenty- Fourth Supplemental Indenture, 
dated as of September 14, 2017, by and between the Commission and the Trustee. 

Twenty-Fifth Supplemental Indenture 

The term “Twenty-Fifth Supplemental Indenture” means the Twenty-Fifth Supplemental Indenture, dated 
as of December 1, 2017, by and between the Commission and the Trustee. 
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Twenty-Sixth Supplemental Indenture 

The term “Twenty-Sixth Supplemental Indenture” means the Twenty-Sixth Supplemental Indenture, dated 
as of December 1, 2017, by and between the Commission and the Trustee. 

Twenty-Seventh Supplemental Indenture 

The term “Twenty-Seventh Supplemental Indenture” means the Twenty-Seventh Supplemental Indenture, 
dated as of December 1, 2017, by and between the Commission and the Trustee. 

Twenty-Eighth Supplemental Indenture 

The term “Twenty-Eighth Supplemental Indenture” means the Twenty-Eighth Supplemental Indenture, 
dated as of December 1, 2017, by and between the Commission and the Trustee. 

Twenty-Ninth Supplemental Indenture 

The term “Twenty-Ninth Supplemental Indenture” means the Twenty-Ninth Supplemental Indenture, dated 
as of December 1, 2017, by and between the Commission and the Trustee. 

2009 Series A Bonds 

The term “2009 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2009 
Series A issued pursuant to the Third Supplemental Indenture amending and supplementing the Indenture. 

2009 Series B Bonds 

The term “2009 Series B Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2009 
Series B issued pursuant to the Fourth Supplemental Indenture amending and supplementing the Indenture. 

2010 Series ABC Bonds 

The term “2010 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series ABC issued pursuant to the Sixth and Seventh Supplemental Indentures amending and supplementing the 
Indenture. 

2010 Series DE Bonds 

The term “2010 Series DE Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series DE issued pursuant to the Eighth and Ninth Supplemental Indentures amending and supplementing the 
Indenture. 

2010 Series FG Bonds 

The term “2010 Series FG Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2010 
Series FG issued pursuant to the Tenth and Eleventh Supplemental Indentures amending and supplementing the 
Indenture. 

2011 Series ABCD Bonds 

The term “2011 Series ABCD Bonds” means the Commission’s San Francisco Water Revenue Bonds, 
2011 Series ABCD issued pursuant to the Twelfth, Thirteenth, Fourteenth and Fifteenth Supplemental Indentures 
amending and supplementing the Indenture. 
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2012 Series ABC Bonds 

The term “2012 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2012 
Series ABC issued pursuant to the Sixteenth, Seventeenth and Eighteenth Supplemental Indentures amending and 
supplementing the Indenture. 

2012 Series D Bonds 

The term “2012 Series D Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2012 
Series D (Refunding) issued pursuant to the Nineteenth Supplemental Indenture amending and supplementing the 
Indenture. 

2015 Series A Bonds 

The term “2015 Series A Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2015 
Series A (Refunding) issued pursuant to the Twentieth Supplemental Indenture amending and supplementing the 
Indenture. 

2016 Series AB Bonds 

The term “2016 Series AB Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2016 
Series AB issued pursuant to the Twenty-First and Twenty-Second Supplemental Indentures amending and 
supplementing the Indenture. 

2016 Series C Bonds 

The term “2016 Series C Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2016 
Series C issued pursuant to the Twenty-Third Supplemental Indenture amending and supplementing the Indenture. 

2017 Series ABC Bonds 

The term “2017 Series ABC Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2017 
Series ABC issued pursuant to the Twenty-Fifth, Twenty-Sixth and Twenty-Seventh Supplemental Indentures 
amending and supplementing the Indenture. 

2017 Series DEFG Bonds 

The term “2017 Series DEFG Bonds” means the Commission’s San Francisco Water Revenue Bonds, 2017 
Series DEFG issued pursuant to the Twenty-Eighth, Twenty-Ninth, Thirtieth and Thirty-First Supplemental 
Indentures amending and supplementing the Indenture. 

Variable Rate Indebtedness 

The term “Variable Rate Indebtedness” means any portion of indebtedness the interest rate on which is not 
fixed at the time of incurrence of such indebtedness, and has not at some subsequent date been fixed, at a single 
numerical rate for the entire term of the indebtedness. 

Written Request of the Commission, Written Requisition of the Commission, Written Statement of the Commission 

The terms “Written Request of the Commission,” “Written Requisition of the Commission” and “Written 
Statement of the Commission” mean, respectively, a written request, requisition or statement signed by or on behalf 
of the Commission by the President or the General Manager or the Secretary or by any person (whether or not an 
officer of the Commission) who is specifically authorized by resolution of the Commission (which resolution will be 
provided to the Trustee) to sign or execute such a document on its behalf. 
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USE OF DEPOSITORY 

(a) The 2017 Series DEFG Bonds will be initially registered in the name of “Cede & Co.,” as 
nominee of The Depository Trust Company, New York, New York (the “Depository Trust Company”).  Registered 
ownership of the 2017 Series DEFG 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 will 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 will 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) above, upon receipt 
of all Outstanding 2017 Series DEFG Bonds by the Trustee, together with a Written Request of the Commission to 
the Trustee designating the Substitute Depository, one new bond for each 2017 Series DEFG Bond (as the case may 
be), which the Commission will prepare or cause to be prepared, will be executed and delivered for each maturity of 
2017 Series DEFG 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.  In the case of 
any transfer pursuant to clause (iii) of subsection (a) above, upon receipt of all Outstanding 2017 Series DEFG 
Bonds by the Trustee, together with a Written Request of the Commission to the Trustee, new bonds for 2017 
Series DEFG Bonds, which the Commission will prepare or cause to be prepared in definitive form, will 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 the Indenture, provided that the Trustee will not be required 
to deliver such new bonds for 2017 Series DEFG Bonds within a period less than 60 days from the date of receipt of 
such Written Request from the Commission. 

(c) In the case of a partial redemption or an advance refunding of any 2017 Series DEFG 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) will make an appropriate notation on such 2017 Series DEFG Bonds 
indicating the date and amounts of such reduction in principal, in form acceptable to the Trustee.  The Trustee will 
not be liable for such depository’s failure to make such notations or errors in making such notations. 

(d) The Commission and the Trustee will be entitled to treat the person in whose name any 2017 
Series DEFG Bonds 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 will not have responsibility for transmitting payments to, communicating with, notifying, or otherwise 
dealing with any beneficial owners of the 2017 Series DEFG Bonds.  Neither the Commission nor the Trustee will 
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 2017 Series DEFG Bonds, and the Trustee may rely conclusively on its records as to the identity of 
the Owners of the 2017 Series DEFG Bonds. 

(e) Notwithstanding any other provisions of the Indenture and so long as all Outstanding 2017 
Series DEFG Bonds are registered in the name of Cede & Co. or its registered assigns, the Commission and the 
Trustee will 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 2017 Series DEFG Bonds by 
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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 2017 Series DEFG Bonds, the provisions of which the 
Trustee may rely upon to implement the foregoing procedures notwithstanding any inconsistent provisions set out in 
the Indenture. 

BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS 

Improvement Fund.  The Commission has covenanted and agreed to maintain under the Indenture the 
separate fund known as the Improvement Fund.  The Treasurer holds the amounts on deposit in the Improvement 
Fund.  The Improvement Fund will be maintained and accounted for by the Controller so long as any moneys are on 
deposit in such Improvement Fund.  The Commission may direct the Trustee to establish, within the Improvement 
Fund, separate Project Funds relating to separate Series of Bonds. Upon completion of the acquisition and 
construction of the Project, the Commission may direct the transfer of any remaining balance in the Improvement 
Fund to any other fund or account of the Commission. 

The moneys in the Improvement Fund will be held by the Treasurer in trust and applied to the costs of 
acquisition, construction, expansion, improvement, financing and refinancing of the 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 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, expenses in connection with the preparation, issuance, sale and 
delivery of the Bonds, legal, accounting and consultant fees and expenses, and similar expenses. 

The Treasurer will pay out moneys from the Improvement Fund only upon warrants drawn by the 
Controller in the manner provided by law.  No withdrawals will be made from the Improvement Fund for any 
purpose not authorized by law. 

2017 Series DEFG Costs of Issuance Fund.  The Trustee will deposit a portion of the proceeds of the 
2017 Series DEFG Bonds in a separate fund to be known as the “2017 Series DEFG Costs of Issuance Fund” which 
the Trustee agrees to establish and maintain.  The money in the 2017 Series DEFG Costs of Issuance Fund will be 
used and disbursed in the manner provided in such Indenture for the purpose of paying all costs of issuance 
incidental to or connected with the issuance of the 2017 Series DEFG 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 2017 Series DEFG Costs of Issuance Fund after the payment of all costs 
incidental to or connected with the issuance of the 2017 Series DEFG Bonds or on the date six months after the date 
of issuance of the 2017 Series DEFG Bonds, whichever is earlier, will be transferred by the Trustee to the 
Commission, and the 2017 Series DEFG Costs of Issuance Fund will be closed. 

Issuance of Additional Series of Bonds; General.  In addition to the Outstanding Bonds, the Commission 
may, subject to the requirements of the Law, by Supplemental Indenture establish one or more other Series of Bonds 
payable from Revenues on a parity with the Bonds and secured by a lien upon and pledge of Revenues equal to the 
lien and pledge securing the Bonds, and the Commission may issue and the Trustee may authenticate and deliver 
Bonds of any Series so established, in such principal amount and for such lawful purpose or purposes (including 
refunding of any Bonds issued under the Indenture and then Outstanding) as will be determined by the Commission 
in said Supplemental Indenture, but only upon compliance by the Commission with the provisions of the Indenture 
and subject to the following specific conditions, which are made conditions precedent to the issuance of any such 
additional Series of Bonds: 

(a) The Commission will not be in default under the Indenture or any Supplemental 
Indenture. 

(b) The Supplemental Indenture providing for the issuance of such additional Series of 
Bonds will require that the Bond Reserve Fund to be established pursuant to the Indenture be increased, if 
and to the extent necessary, forthwith upon the receipt of the proceeds of the sale of such additional Series 
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of Bonds to an amount at least equal to the Required Reserve.  Said deposit may be made from such 
proceeds or any other source, as provided in the Supplemental Indenture. 

(c) The Bonds of such additional Series will be payable as to principal either semiannually 
on May 1 and November 1 of each year in which principal falls due or annually on November 1 of each 
year in which principal falls due, provided that Term Bonds of any Series will have a principal maturity 
date of November 1.  The Bonds of such additional Series that are Current Interest Bonds will be payable 
as to interest semiannually on May 1 and November 1 of each year excepting the first year, provided that 
the first installment of interest may be payable on either May 1 or November 1 and will be for a period of 
not longer than twelve months and that the interest will be payable thereafter semiannually on May 1 and 
November 1, and further provided that interest on any Bonds constituting Parity State Loans, Variable Rate 
Indebtedness or Tender Indebtedness may be payable on such Payment Dates as will be specified in the 
loan agreement, installment sale agreement or Supplemental Indenture providing for the issuance of such 
Bonds. 

(d) Fixed serial maturities or mandatory Minimum Sinking Fund Account Payments, or any 
combination thereof, will be established in amounts sufficient to provide for the retirement of all of the 
Bonds of such additional Series on or before their respective maturity dates, unless such Bonds are Balloon 
Indebtedness. 

(e) The aggregate principal amount of Bonds issued under the Indenture will not exceed any 
limitation imposed by law or by any Supplemental Indenture. 

(f) The representations and estimates set forth in the certificates and written reports required 
by the Indenture can be made by the parties required to give such certificates and written reports. 

(g) If then required by law, the issuance of such additional Series of Bonds must be approved 
by the qualified voters voting on a proposition to authorize the issuance of said Series of Bonds. 

Issuance of Additional Series of Bonds for Refunding.  In addition to the Outstanding Bonds, the 
Commission may, subject to the requirements of the Law (including the provisions of any resolution or ordinance of 
the Board of Supervisors), by Supplemental Indenture establish one or more other Series of Bonds payable from 
Revenues on a parity with the Outstanding Bonds and secured by a lien upon and pledge of Revenues equal to the 
lien and pledge securing the Outstanding Bonds, and the Commission may issue, and the Trustee may authenticate 
and deliver Bonds of any Series so established, for the purpose of refunding any Bonds issued under the Indenture 
and then Outstanding, but only upon compliance by the Commission with the provisions of the Indenture, and 
subject to the following specific conditions, which are made conditions precedent to the issuance of any such 
additional Series of Bonds: 

(a) The Supplemental Indenture providing for the issuance of such additional Series of 
Bonds will require that the Bond Reserve Fund to be established pursuant to the Indenture be increased, if 
necessary, forthwith upon the receipt of the proceeds of the sale of such additional Series of Bonds to an 
amount at least equal to the Required Reserve.  Said deposit may be made from such proceeds or any other 
source, as provided in said Supplemental Indenture. 

(b) The Bonds of such additional Series will be payable as to principal either semiannually 
on May 1 and November 1 of each year in which principal falls due or annually on November 1 of each 
year in which principal falls due, provided that Term Bonds of any Series will have a principal maturity 
date of November 1.  The Bonds of such additional Series that are Current Interest Bonds will be payable 
as to interest semiannually on May 1 and November 1 of each year excepting the first year, provided that 
the first installment of interest may be payable on either May 1 or November 1 and will be for a period of 
not longer than twelve months and that the interest will be payable thereafter semiannually on May 1 and 
November 1, and further provided that interest on any Bonds constituting Variable Rate Indebtedness or 
Tender Indebtedness may be payable on such Payment Dates as will be specified in the Supplemental 
Indenture providing for the issuance of such Bonds. 
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(c) Fixed serial maturities or mandatory Minimum Sinking Fund Account Payments, or any 
combination thereof, will be established in amounts sufficient to provide for the retirement of all of the 
Bonds of such additional Series on or before their respective maturity dates, unless such Bonds are Balloon 
Indebtedness. 

(d) The aggregate principal amount of Bonds issued under the Indenture will not exceed any 
limitation imposed by law or by any Supplemental Indenture. 

(e) The proceeds of the Bonds of such additional Series will be used, together with any other 
available moneys, to refund (by defeasance, current refunding or crossover refunding) all or a portion of the 
Bonds then Outstanding, and the Average Annual Debt Service for the Bonds of such additional Series 
(during the period from their issuance to their last maturity date) will be equal to or less than the Average 
Annual Debt Service on the Bonds to be refunded (during the period from the issuance of the additional 
Series to the last maturity date of the Bonds to be refunded.) 

(f) The statements set forth in the certificate required by the Indenture can be made by the 
party required to give such certificate. 

(g) If then required by law, the issuance of such additional Series of Bonds will have been 
approved by the qualified voters voting on a proposition to authorize the issuance of said Series of Bonds. 

Proceedings for the Issuance of Additional Series of Bonds.  Whenever the Commission will determine 
to issue an additional Series of Bonds pursuant to the Indenture, the Commission will execute or adopt a 
Supplemental Indenture providing for the issuance of such additional Series of Bonds, specifying the maximum 
principal amount of Bonds of such Series and prescribing the terms and conditions of such additional Series of 
Bonds, including the terms and conditions of any Letter of Credit Agreement with respect to the Letter of Credit 
securing such additional Series of Bonds, if any. 

Such Supplemental Indenture will prescribe the form or forms of Bonds of such additional Series and, 
subject to the provisions of the Indenture, will provide for the distinctive designation, denominations, methods of 
execution and numbering, dating, maturity dates, interest rates, interest payment dates, provisions for redemption 
prior to maturity and methods and places of payment of principal and interest. 

The Commission may by such Supplemental Indenture prescribe any other provisions respecting the Bonds 
of such Series not inconsistent with the terms of the Indenture, including registration, transfer and exchange 
provisions, provisions for the payment of principal and interest and sinking fund provisions. 

Before such additional Series of Bonds will be issued and delivered, the Commission will file the following 
documents with the Trustee: 

(a) An Opinion of Counsel setting forth (1) that such counsel has examined the Supplemental 
Indenture and found it to be in compliance with the requirements of the Indenture; (2) that the execution 
and delivery of the additional Series of Bonds have been sufficiently and duly authorized by the 
Commission; and (3) that said additional Series of Bonds, when duly executed by the Commission and, if 
required, authenticated and delivered by the Trustee, will be valid and binding special obligations of the 
Commission, payable from Revenues as provided in the Indenture. 

(b) If such additional Series of Bonds are being issued pursuant to the Indenture, a Certificate 
of the Commission that the requirement of (a) under “Issuance of Additional Series of Bonds; General” has 
been met. 

(c) The required certificates and reports under subparagraph (1) or (2) below: 

(1) If the additional Series of Bonds are being issued pursuant to the requirements 
set forth under “Issuance of Additional Series of Bonds; General” (see above), the following 
certificates: 
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(A) A Certificate of the Commission setting forth (i) for any period of 12 
consecutive calendar months out of the 18 calendar months next preceding the 
authentication and delivery of such Series of Bonds, the Net Revenues for such 12-month 
period, and (ii) the Debt Service for such 12-month period, and demonstrating that for 
such 12-month period Net Revenues equaled at least 1.25 times Debt Service; 

(B) If any portion of the proceeds of such Series of Bonds is to be used to 
finance construction, a certificate of the Consulting Engineers setting forth (i) the 
estimated date of completion for the portion of the Project for which such Series of 
Bonds is being issued and for any other uncompleted portion of the Project, and (ii) an 
estimate of the cost of construction of such portion of the Project and of any other 
uncompleted portion of the Project; 

(C) A written report of a Qualified Independent Consultant setting forth for 
each of the next three Fiscal Years, or if any portion of the proceeds of such Series of 
Bonds is to be used to finance construction, the three Fiscal Years following the Fiscal 
Year in which the Consulting Engineers estimate such portion of the Project will be 
completed, estimates of (i) Revenues, (ii) Operation and Maintenance Costs of the 
Enterprise and (iii) Net Revenues; and 

(D) A Certificate of the Commission setting forth (i) the estimates of Net 
Revenues, as set forth in the written report of the Qualified Independent Consultant 
pursuant to paragraph (C) above, for each of such three Fiscal Years, (ii) the Annual Debt 
Service for each of such three Fiscal Years, including Annual Debt Service as estimated 
in such Certificate of the Commission with respect to future Series of Bonds, if any, 
which such Certificate of the Commission will estimate (based on the estimate of the 
Consulting Engineers of the cost of construction of such portion of the Project and other 
uncompleted portions of the Project) will be required to complete payment of the cost of 
construction of such portion of the Project and any other uncompleted portion of the 
Project, and demonstrating that the estimated Net Revenues in each of the Fiscal Years 
set forth in (i) above is at least equal to 1.25 times the Annual Debt Service for the 
corresponding Fiscal Year as set forth in (ii) above. 

Said certificate or certificates or written report will be filed after the sale of the additional 
Series of Bonds proposed to be issued (but prior to the delivery thereof and receipt of payment 
therefor), and will, respect to such additional Series of Bonds, be based upon the actual interest 
rate or rates determined at the time of sale thereof. 

(2) If the additional Series of Bonds are being issued pursuant to the requirements 
set forth under “Issuance of Additional Series of Bonds for Refunding” (see above), a certificate of 
an Independent Certified Public Accountant that the requirements stated under (e) under such 
caption have been met.  Said certificate will be filed after the sale of the additional Series of Bonds 
proposed to be issued (but prior to the delivery thereof and receipt of payment therefor), and will, 
with respect to such additional Series of Bonds, be based upon the actual interest rate or rates 
determined at the time of sale thereof. 

(d) The Supplemental Indenture, duly executed or certified and approved by the Trustee. 

Upon the delivery to the Trustee of the foregoing instruments, the Trustee will authenticate and deliver the 
additional Series of Bonds, in the aggregate principal amount specified in such Supplemental Indenture, to, or upon 
the Written Request of the Commission, when such additional Series of Bonds will have been presented to it for that 
purpose. 

None of the limitations or restrictions on the issuance of additional Series of Bonds described under this 
caption “Proceedings for the Issuance of Additional Series of Bonds” will be applicable to any additional Series of 
Bonds which are to be issued solely for the purpose of refunding and retiring all of the Bonds issued pursuant to the 
Indenture and then Outstanding, and nothing contained in the Indenture will limit the issuance of any additional 
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Series of Bonds if, after the issuance and delivery of such additional Series of Bonds, none of the Bonds theretofore 
authorized pursuant to the Indenture will be Outstanding or the Commission will have discharged the entire 
indebtedness on all Bonds Outstanding pursuant to the defeasance provisions of the Indenture. 

Consent Required for Other Issuances of Additional Bonds.  So long as any of the Bonds remain 
Outstanding, the Commission will not issue any Additional Bonds or obligations payable from Revenues on a parity 
with the Bonds except pursuant to the provisions of the Indenture described above under the captions “Issuance of 
Additional Series of Bonds; General,” “Issuance of Additional Series of Bonds for Refunding,” or “Proceedings for 
the Issuance of Additional Series of Bonds,” except under any of the following conditions, in which case none of the 
limitations or restrictions on the issuance of additional Series of Bonds described under the foregoing captions shall 
be applicable, except as set forth below: 

(a) if the Owners of a majority in aggregate amount of the Bond Obligation and any Credit 
Provider consent in writing to the issuance of such Additional Bonds or obligations; or 

(b) the obligation constitutes debt of the Commission (including without limitation loan 
agreements and installment sale agreements entered into between the Commission and the State of 
California (or any board, department or agency thereof) to finance or refinance additions, betterments, 
extensions, repairs, renewals or replacements to the Enterprise) payable by its terms from Revenues on a 
subordinate basis to the payment of Debt Service on the Bonds. 

In addition, the Commission may enter into Parity State Loans if (i) no Event of Default has 
occurred and is continuing under the Indenture or any Supplemental Indenture (and no event has occurred 
which, but for the passage of time or the giving of notice, would constitute an Event of Default under the 
Indenture or any Supplemental Indenture); (ii) the payment of Parity State Loan principal and interest shall 
meet the requirements of the provisions of the Indenture described in paragraph (c) under the heading 
“BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS--Issuance of Additional Series of 
Bonds; General”; and (iii) in connection with the execution and delivery of such Parity State Loans, the 
Commission delivers the certificates set forth in the provisions of the Indenture described in 
paragraph (c)(1) under the heading “BOND PROCEEDS FUNDS; ADDITIONAL SERIES OF BONDS--
Issuance of Additional Series of Bonds; General,” taking into account that for purposes of such provisions 
the reference to “Series of Bonds” includes Parity State Loans. 

REVENUES AND FUNDS 

Pledge and Assignment of Revenues; Revenue Fund.  (a) In accordance with the Charter, but subject to 
the budget and fiscal provisions of the Charter, whenever revenue bonds issued by the Commission pursuant to the 
Charter or refunding bonds of such revenue bonds are Outstanding, the entire gross revenue of the Enterprise will be 
set aside and deposited into a fund in the City treasury heretofore established and known as the “Enterprise Revenue 
Fund” (the “Revenue Fund”).  All amounts paid into such fund will be maintained by the Treasurer separate and 
apart from all other City funds and will be secured by the Treasurer’s official bond or bonds. 

(b) Moneys in the Revenue Fund, including earnings thereon, will be appropriated, transferred, expended or 
used for the following purposes pertaining to the financing, maintenance and operation of the Enterprise and related 
facilities owned, operated or controlled by the Commission and only in accordance with the following priority: 

(1) the payment of operation and maintenance expenses for such utility and related facilities; 

(2) the payment of pension charges and proportionate payments to such compensation and 
other insurance or outside reserve funds as the Commission may establish or the Board of Supervisors may 
require with respect to employees of the Commission; 

(3) the payment of principal, interest, reserve, sinking fund, and other mandatory funds 
created to secure revenue bonds or other evidences of indebtedness (including, Parity State Loans), 
hereafter issued by the Commission for the acquisition, construction or extension of the Enterprise or 
related facilities owned, operated or controlled by the Commission as provided in the Indenture; 
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(4) the payment of principal and interest on general obligation bonds issued by the City for 
Enterprise purposes; 

(5) reconstruction and replacement as determined by the Commission or as required by any 
Enterprise revenue bond ordinance duly adopted and approved; 

(6) the acquisition of land, real property or interest in real property for, and the acquisition, 
construction, enlargement and improvement of, new and existing buildings, structures, facilities, 
equipment, appliances and other property necessary or convenient to the development or improvement of 
such utility owned, controlled or operated by the Commission; and for any other lawful purpose of the 
Commission including the transfer of surplus funds pursuant to the Charter. 

(c) Subject to the provisions of subsection (a) and (b) above, all of the Revenues (except amounts on 
deposit in the Rebate Fund) are irrevocably pledged to the punctual payment of the principal of and interest and 
redemption premium, if any, on the Bonds and the Policy Costs, and the Revenues will not be used for any other 
purpose while any of the Bonds remain Outstanding or Policy Costs remain unpaid; except that the Revenues may 
be used for such purposes as are expressly permitted in the Charter and in the Indenture.  Pursuant to Section 5451 
of the California Government Code, such pledge will constitute a lien on and security interest in the Revenues for 
the payment of the Bonds and the Policy Costs in accordance with the terms thereof and of the Indenture, and will 
immediately attach to the collateral and be effective, binding, and enforceable against the Commission, its 
successors, purchasers of the Revenues, creditors and all others asserting any rights thereto, irrespective of whether 
such parties have notice of such pledge and without the need for any physical delivery, recordation, filing or further 
act. 

(d) The Commission covenants and confirms that the Revenues in the Revenue Fund shall be appropriated, 
transferred, expended and used as set forth above in paragraph (b) under this caption “Pledge and Assignment of 
Revenues; Revenue Fund” and in the order of priority set forth subparagraphs (1), (2), and (3) of such paragraph, 
notwithstanding any amendment to the Charter.  The Commission further confirms that all Revenues (except 
amounts on deposit in the various Rebate Funds) are irrevocably pledged to the punctual payment of the principal of 
and interest and redemption premium, if any, on the Bonds and the Policy Costs, and the Revenues shall not be used 
for any other purpose while any of the Bonds remain outstanding or Policy Costs remain unpaid; except that the 
Revenues may be used for such purposes as are expressly set forth above in paragraph (b) under this caption  
“Pledge and Assignment of Revenues; Revenue Fund” and, as long as the Commission is in compliance with its rate 
covenant under the Indenture and the deposits required as described below under the caption “Establishment and 
Maintenance of Funds for Revenues; Use and Withdrawal of Revenues,” as otherwise set forth in the Charter and in 
the Indenture.  Amendments to the Charter shall not alter the pledge of Revenues or the order of priority of payment 
of the Revenues used for the payment of principal of and interest on the Bonds. 

Establishment and Maintenance of Funds for Revenues; Use and Withdrawal of Revenues.  All 
moneys in the Revenue Fund, after the making of the payments described in subsections (b)(1) and (2) in “Pledge 
and Assignment of Revenues; Revenue Fund” above, shall, on a parity basis be (i) paid over to the Trustee to the 
extent necessary and deposited in one or more of the following respective special funds at the times therein 
specified, and (ii) used as needed for the payment of Parity State Loans. The Trustee shall establish and maintain, in 
trust, for the benefit of and so long as any Bonds, other than Parity State Loans, are Outstanding the Interest Fund, 
Principal Fund, and Bond Reserve Fund. 

All Revenues in each of said funds shall be held in trust by the Trustee and shall be applied, used and 
withdrawn only for the purposes authorized in the Indenture. Such amounts shall be so transferred to and deposited 
in the following respective funds in the following order of priority, the requirements of each such fund at the time of 
deposit to be satisfied before any transfer is made to any fund subsequent in priority: 

(a) Interest Fund, Refundable Credits. On or before the fifth Business Day prior to each Interest 
Payment Date, the Treasurer will pay to the Trustee for deposit in the Interest Fund in an amount equal to the sum of 
the following: (i) 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 
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subsequent period), and (ii) one hundred ten percent (110%) of the estimated aggregate amount of interest due on 
such Interest Payment Date on the Outstanding Bonds of such Series that are Variable Rate Indebtedness (provided, 
however, that (A) the amount of such deposit into 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 Variable Rate Indebtedness 
exceeded the actual amount of interest accrued during that period on said Outstanding Variable Rate Indebtedness, 
(B) the amount of such deposit 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 on said Outstanding Variable Rate Indebtedness, and 
(C) the amount of such deposit will be reduced by any Refundable Credits on deposit in the Interest Fund and 
available to pay interest for such period).  No deposit need be made into the Interest Fund if the amount contained 
therein is at least equal to the interest to become due and payable on the next Interest Payment Date upon all of the 
Bonds issued under the Indenture and then 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 
future Interest Payment Dates following said next Interest Payment Date). Moneys in the Interest Fund will be used 
and withdrawn by the Trustee solely for the purpose of paying the interest on the Bonds as it will become due and 
payable (including accrued interest on any Bonds purchased or redeemed prior to maturity pursuant to the 
Indenture). 

All of the Refundable Credits received by the Commission will be deposited promptly upon receipt in the 
Interest Fund, and such Refundable Credits are irrevocably pledged to the punctual payment of principal of, interest 
and redemption premium, if any, on the related Series of Bonds, and, unless an Event of Default shall occur under 
the Indenture and the provisions of the Indenture relating to the application of funds upon acceleration shall apply, 
the Refundable Credits will not be used for any other purpose while any of such Series of Bonds issued as Build 
America Bonds remain Outstanding.  Pursuant to Section 5451 of the California Government Code, the pledge of 
the Indenture constitutes a lien on and security interest in the Refundable Credits for the payment of interest on the 
related Series of Bonds in accordance with the terms thereof and the terms of the Indenture, and will immediately 
attach and be effective, binding, and enforceable against the Commission, its successors, purchasers of the 
Refundable Credits, creditors and all others asserting any rights thereto, irrespective of whether such parties have 
notice of such pledge and without the need for any physical delivery, recordation, filing or further act.  
Notwithstanding the foregoing deposit and pledge, (a) the Refundable Credits shall not be included in the calculation 
of Revenues if the Refundable Credits have been used in any calculation as a reduction (or credit) against the 
interest payable under the Indenture (or in any other calculation that would double-count a Refundable Credit), and 
(b) if the Federal Government is paying less than the amount scheduled to be paid by the Federal Government 
pursuant to Section 6431 of the Code or pursuant to any similar direct-pay subsidy program (due to sequestration or 
otherwise), then Refundable Credits may be included in the calculation of Revenues but only to the extent such 
Refundable Credits are required or permitted to be made pursuant to Federal law.  Additionally, in calculating the 
amount that the Treasurer pays to the Trustee for deposit in the Interest Fund, the Treasurer may reduce the payment 
by the amount of any Refundable Credits on deposit with the Trustee as provided in the paragraph above. 

(b) Principal Fund; Sinking Fund Accounts.  On or before the fifth Business Day prior to each 
Principal Payment Date, the Treasurer will pay to the Trustee for deposit in the Principal Fund in an amount equal to 
the sum of the following: (i) 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 (ii) 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 (iii) if any Letter of Credit Agreement has been entered into on a parity with the Bonds, sufficient 
amounts to pay the obligations of the Commission under such Letter of Credit Agreement due on such Principal 
Payment Date. If the amounts on deposit in the Principal Fund will be insufficient to make all deposits which are 
required to be made with respect to any Principal Payment Date, such amounts shall be applied on a Proportionate 
Basis and in such proportion as said Serial Bonds, said Minimum Sinking Fund Payments for Term Bonds, and said 
Letter of Credit Agreement obligations shall bear to each other. 

(c) Bond Reserve Fund; Reserve Accounts. 

(1) In the event of a withdrawal from any Reserve Account, the Treasurer will pay to the 
Trustee for deposit in such Reserve Account, on a pari passu basis with transfers to any other Reserve 
Account, on or before the fifth Business Day prior to each Interest Payment Date following such 
withdrawal, (i) if such Reserve Account is established with respect to fixed rate Bonds only, an amount 
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which if made in two semi-annual installments, and (ii) if such Reserve Account is established with respect 
to any Variable Rate Bonds, an amount which if made in equal installments over a 12-month period, is 
sufficient to replenish any prior withdrawal from such Reserve Account so that the balance in such 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. 

(2) No deposit need be made into any Reserve Account so long as there will be in such 
Reserve Account an amount equal to the Required Reserve with respect to such Series of Bonds, or when 
and if the sum of the amounts contained (excluding all Bond Reserve Fund Policies) therein and in the 
Interest Fund and in the Principal Fund is at least equal to the sum of the aggregate principal amount of all 
of the Bonds then Outstanding and all of the interest then due or thereafter to become due on all such 
Bonds. 

(3) Except as otherwise provided as described below, the Trustee will establish and hold 
within the Bond Reserve Fund a Reserve Account for each Series of Bonds issued under the Indenture.  
With respect to the Series of Bonds (the “Prior Series of Bonds”) issued prior to the effective date of the 
Fifth Supplemental Indenture, each Reserve Account will be funded in an amount equal to fifty percent 
(50%) of the Maximum Annual Debt Service on the Outstanding Bonds of the Series to which it relates.  
With respect to the Series of Bonds issued on or after the effective date of the Fifth Supplemental 
Indenture, the Trustee will establish and hold a Reserve Account for each Series of Additional Bonds 
issued under the Indenture, if and to the extent required by the Supplemental Indenture pursuant to which 
that Series of Bonds is issued. Upon the issuance of a Series of Additional Bonds, there will be deposited 
into the Reserve Account for that Series an amount equal to the Required Reserve, if any, established for 
that Series of Bonds under the Supplemental Indenture pursuant to which that Series of Bonds is issued. 
Upon the issuance of a Series of Additional Bonds, the Commission will advise the Trustee of the Required 
Reserve to be maintained in the Reserve Account for that Series. Unless otherwise provided in the 
Supplemental Indenture pursuant to which a Series of Bonds is issued, the Reserve Account established 
with respect to a Series of Bonds will be available only to pay Debt Service on such Series of Bonds, and 
will not be available to pay Debt Service on any other Series of Bonds. 

(4) Subject to paragraph (12) below, moneys in the respective Reserve Accounts within the 
Bond Reserve Fund will be used and withdrawn by the Trustee solely for the purpose of paying the 
principal of, Minimum Sinking Fund Account Payments with respect to, and interest on the corresponding 
Series of Bonds to which such Reserve Account relates (unless otherwise provided in the Supplemental 
Indenture pursuant to which a Series of Bonds was issued) in the event that no other moneys are available 
therefor, or for payment or redemption of all of the Bonds of such Series then Outstanding. 

(5) Following application of all other funds held in any Reserve Account relating to a Series 
of Bonds, the Trustee will draw under any Bond Reserve Fund Policy issued with respect to such Series of 
Bonds, in a timely manner and pursuant to the terms of such Bond Reserve Fund Policy, to the extent 
necessary in order to obtain sufficient funds on or prior to the date such funds are needed to pay the Bond 
Obligation of, Minimum Sinking Fund Account Payments with respect to, and interest on such Series of 
Bonds when due. 

(6) If a Bond Reserve Fund Policy satisfies all or a portion of the Required Reserve for any 
Series of Bonds 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 will pay to the Trustee or to 
the Reserve Provider, with notice to the Trustee, (i) if such Bond Reserve Fund Policy is established with 
respect to fixed rate Bonds only, an amount which if made in two semi-annual installments, and (ii) if such 
Bond Reserve Fund Policy is established with respect to any Variable Rate Bonds, an amount which if 
made in equal installments over a 12-month period, is sufficient  to repay the aggregate amount of Policy 
Costs owing with respect to such drawing by the end of such 12-month period. If the Trustee receives such 
payment, it shall immediately remit the same to the Reserve Provider. 

(7) In the event that the Trustee has notice that any payment of principal of or interest on a 
Bond has been recovered from its Bondowner pursuant to the United States Bankruptcy Code by a trustee 
in bankruptcy in accordance with the final, nonappealable order of a court having competent jurisdiction, 
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the Trustee, pursuant to the terms of the Bond Reserve Fund Policy, if any, securing the Series of Bonds of 
which such Bond is a part, will so notify the Reserve Provider and draw on such policy to the lesser of the 
extent required or the maximum amount of such policy in order to pay to such Bondowners the principal of 
and interest so recovered. 

(8) If and to the extent that more than one Bond Reserve Fund Policy satisfies the portion of 
the Required Reserve relating to a Series of Bonds, drawings under such Bond Reserve Fund Policies and 
payment of Policy Costs with respect to such Bond Reserve Fund Policies shall be made on a pro rata basis 
(calculated by reference to the maximum amounts of such Bond Reserve Fund Policies). 

(9) If a Bond Reserve Fund Policy is deposited in a Reserve Account in which cash has been 
previously deposited in satisfaction of the Required Reserve for the applicable Series of Bonds, the trustee 
shall release cash from that Reserve Account in an amount equal to the Bond Reserve Fund Policy being 
deposited, and shall transfer the cash so released to the Commission to be used for any lawful purpose, 
provided, however, that the Commission shall ensure that the use of any cash so released will not adversely 
affect the exclusion from gross income of the interest on the Bonds under Section 103 of the Code (if 
applicable). 

(10) If deposits are insufficient to fully satisfy the requirements of subparagraph (5) above, 
deposits to the Bond Reserve Fund shall be applied on a pro rata basis to the respective Reserve Accounts, 
calculated by reference to the amounts required to be maintained in each Reserve Account, and within any 
Reserve Account first to the pro rata payment of Policy Costs and upon satisfaction of such Policy Costs to 
satisfying any portion of the Required Reserve to be maintained within such Reserve Account not covered 
by a Bond Reserve Fund Policy. 

(11) So long as the Commission is not in default under the Indenture, and in each Reserve 
Account there is a balance equal to the Required Reserve for the Series of Bonds for which such Reserve 
Account was established, any amount in the Bond Reserve Fund in excess of the Required Reserve will be 
withdrawn semiannually, on May 1 and November 1 of each year, by the Trustee from the Bond Reserve 
Fund and transferred to the Treasurer for deposit in the Revenue Fund or, during the period of construction 
of the Project or any portion thereof, the Improvement Fund.  Notwithstanding the foregoing, the 
Commission will have the right to withdraw excess amounts on deposit in the Bond Reserve Fund at any 
time upon request to the Trustee. 

(12) On and after the Effective Date, any Reserve Requirement established with respect to any 
Series of Bonds which are issued as Build America Bonds prior to such date may, at the option of the 
Commission, be recalculated in accordance with the provisions of the Fifth Supplemental Indenture. 

(13) Nothing under the Indenture shall preclude the creation of a Reserve Account to secure 
one or more Series of Bonds issued subsequent to the Effective Date. 

All moneys remaining in the Revenue Fund on the tenth day of each month (or on such earlier day 
of each month as the transfers required to the Interest Fund, Principal Fund, Sinking Fund Accounts and the 
Bond Reserve Fund will have been completed) and attributable to the preceding calendar month, after the 
setting aside and transferring of all of the amounts required to be set aside or transferred by the Treasurer 
by the provisions in the Indenture as required to the Interest Fund, Principal Fund, Sinking Fund Accounts 
and the Bond Reserve Fund, will be deposited by the Treasurer in accordance with the Charter.  The 
inability of the Treasurer to make any deposit for any of the purposes described above in subparagraphs (4), 
(5), or (6) of paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” by 
reason of a lack of Revenues available therefor will not constitute an Event of Default under the Indenture.  
If at any time any moneys so deposited are needed to pay the interest on or principal of the Bonds, or to pay 
Operation and Maintenance Costs of the Enterprise for the then current Fiscal Year for which no adequate 
budgeted amount was provided by the Commission, the Treasurer may transfer such moneys for such 
purpose.  Any such transfer will be replenished from Revenues when moneys are available for deposit in 
the particular fund from which the transfer was made, after all required transfers to funds having a higher 
priority have been made. 
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The Treasurer shall not expend any moneys for any of the purposes specified in subparagraphs (4), 
(5), or (6) of paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” if and 
when the Commission is in default in making any payment or deposit under the Indenture. 

Deposit and Investment of Moneys in Funds; Interest Rate Swaps.  All moneys held by the Treasurer in 
the Revenue Fund or the Improvement Fund, or for the purposes described above in subparagraphs (4), (5), or (6) of 
paragraph (b) under the caption “Pledge and Assignment of Revenues; Revenue Fund” may be invested in Legal 
Investments maturing not later than the date on which such moneys are required for payment by the Treasurer.  All 
moneys held by the Trustee and allocated to any of the funds held by it, subject to the restrictions set forth in the 
Rebate Certificate, will be held 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 will be secured at all times by 
such obligations, and to the fullest extent, as is required by law, and may be invested in Permitted Investments, 
maturing not later than the date on which such moneys are required for payment by the Trustee, except that moneys 
in the Bond Reserve Fund may be deposited or invested in deposits or Permitted Investments which mature not more 
than seven years from the date of investment or the final date of maturity of the Outstanding Bonds, whichever is 
earlier.  If at any time any of the investments stated to be Permitted Investments under the Indenture cease to be a 
legal investment for funds held under the Indenture, the Commission will so advise the Trustee by a Written 
Statement of the Commission.  The Trustee will not be responsible for making any investment which is not a legal 
investment if the Commission will not have previously delivered a Written Request or Written Statement of the 
Commission correctly advising the Trustee that such investment was no longer a legal investment.  For the purpose 
of determining the amount of money in the Bond Reserve Fund, all investments of moneys therein will be valued 
annually on October  31 at the market value of such investments.  All interest received on any moneys so invested 
by the Treasurer or the Trustee will be deposited in and for the purpose of the Revenue Fund, except that all interest 
received on any moneys so invested in the Principal Fund or Interest Fund will remain in such fund, and further 
except that prior to receipt by the Trustee of notice of completion of construction of the Project or any portion 
thereof all interest received on any moneys so invested in the Improvement Fund or in the Bond Reserve Fund will 
remain in, or be transferred to and deposited in, the Improvement Fund held by the Treasurer.  Upon completion of 
construction of the Project or any such portion thereof, the Commission will file with the Trustee a Certificate or 
Written Statement of the Commission stating the fact and date of such completion of construction. 

The Trustee may sell or present for redemption any obligations so purchased by it whenever it is necessary 
in order to provide moneys to meet any payment, and the Trustee will not be liable or responsible for any loss 
resulting from such investment. 

The Trustee may act as principal or agent in the acquisition or disposition of any investment. 

The Trustee may commingle any of the moneys held by it pursuant to the Indenture for investment 
purposes only; provided, however, that the Trustee will account separately for the moneys belonging to each fund or 
account established pursuant to the Indenture and held by it. 

The Commission may and the Trustee will, upon the Written Request or Written Statement of the 
Commission, and provided that the Trustee is supplied with an Opinion of Counsel to the effect that such action is 
permitted under the laws of the State of California, enter into an interest rate swap agreement corresponding to the 
interest rate or rates payable on a Series of Bonds or any portion thereof and the amounts received by the 
Commission or the Trustee, if any, pursuant to such a swap agreement may be applied to the deposits required under 
the Indenture.  The entity with which the Commission or the Trustee may contract for an interest rate swap is limited 
to entities that are rated in one of the two highest short-term or long-term debt rating categories by Moody’s and 
S&P.  If the Commission so designates, amounts payable under the interest rate swap agreement will be made on a 
parity basis with payments on the Bonds and, in such event, the Commission will pay to the Trustee for deposit in 
the Interest Fund, at the times and in the manner provided in the Indenture, the amounts to be paid under such 
interest rate swap agreement, as if such amounts were additional interest due on the Bonds to which such interest 
rate swap relates. 

SELECTED COVENANTS OF THE COMMISSION 

Payment of Principal and Interest.  The Commission will punctually pay or cause to be paid the principal 
and interest (and premium, if any) to become due in respect of every Bond issued under the Indenture at the times 
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and places and in the manner provided in the Indenture and in the Bonds, in strict conformity with the terms of the 
Bonds and of the Indenture, but solely from Revenues as provided in the Indenture. 

Against Encumbrances.  Subject to any rights of the United States of America or the State of California, 
the Commission will not mortgage or otherwise encumber, pledge or place any charge upon the Enterprise or any 
part thereof, or upon any of the Revenues, prior to or on a parity with the Bonds, provided that Letter of Credit 
Agreements entered into in connection with Balloon Indebtedness, Variable Rate Indebtedness or Tender 
Indebtedness may be payable on a parity with the Bonds. 

So long as any Bonds are Outstanding, the Commission will not issue any bonds or obligations payable 
from Revenues or secured by a pledge, lien or charge upon Revenues prior to or on a parity with the Bonds, other 
than the Bonds, provided that Letter of Credit Agreements entered into in connection with Balloon Indebtedness, 
Variable Rate Indebtedness or Tender Indebtedness may be payable on a parity with the Bonds. 

Nothing in the Indenture, and particularly nothing in the preceding two paragraphs, will prevent the 
Commission from authorizing and issuing bonds, notes, warrants, certificates or other obligations or evidences of 
indebtedness which as to principal or interest, or both, (1) are payable from Revenues after and subordinate to the 
payment from Revenues of the principal of and interest on the Bonds, or (2) are payable from moneys which are not 
Revenues as such term is defined in the Indenture. 

Sale or Other Disposition of Property.  The Commission will not sell or otherwise dispose of the 
Enterprise or any part thereof essential to the proper operation of the Enterprise or to the maintenance of the 
Revenues except as expressly permitted in the Indenture.  The Commission will not enter into any lease or 
agreement which impairs the operation of the Enterprise or impedes the rights of the Owners of the Bonds with 
respect to the Revenues or the operation of the Enterprise, but the Commission may enter into any lease or 
agreement concerning all or any part of the Enterprise if such lease or agreement will not impair the operation of the 
Enterprise or impede the rights of the Owners of the Bonds with respect to the Revenues or the operation of the 
Enterprise. 

Any real or personal property which has become nonoperative or which is not needed for the efficient and 
proper operation of the Enterprise, or any material or equipment which has worn out, may be sold if all of the net 
proceeds of such sale (less any amounts payable to the United States of America or the State of California or 
required by the United States of America or the State of California to be deposited in a restricted fund) are deposited 
in the Revenue Fund. 

The Commission reserves the right to sell all or a portion of the Enterprise, and to enter into and execute 
agreements for and to complete such sale, but subject to the following specific conditions, which are made 
conditions precedent to such sale: 

(1) The Commission will be in compliance with all covenants set forth in the Indenture, and 
in all Supplemental Indentures theretofore adopted by the Commission, and a Certificate of the 
Commission to that effect will have been filed with the Trustee. 

(2) The Commission will have determined by resolution whether the net proceeds of the sale 
(less any amounts payable to the United States of America or the State of California or required to be 
deposited in a restricted fund) are to be used for the redemption of Bonds or for the making of additions or 
improvements to or extensions of the Enterprise. 

(3) If the Commission will have determined that the net proceeds of the sale (less any 
amounts payable to the United States of America or the State of California or required to be deposited in a 
restricted fund) are to be used for the redemption of Bonds, such proceeds of the sale will be deposited with 
the Trustee, and the following conditions will have been satisfied: 

(i) The Commission will have adopted a resolution providing for the redemption of 
the maximum principal amount of Bonds which can be redeemed from such proceeds of such sale, 
or, in the event that no Bonds are subject to redemption on the next succeeding interest payment 
date, directing the Trustee (A) to hold such proceeds in trust, (B) to invest such proceeds in the 



A-31 

investments permitted by the Indenture until any Bonds become redeemable, subject to any 
restrictions imposed by the Indenture, (C) to deposit the interest and income on such proceeds in 
the Revenue Fund as such interest and income is received, and (D) to use such proceeds to redeem 
Bonds in the amount and manner specified in the Indenture and any Supplemental Indenture on 
the first interest payment date on which the Bonds can be redeemed; and a certified copy of such 
resolution will have been filed with the Trustee, along with a Written Request or Certificate of the 
Commission containing such direction. 

(ii) If such proceeds are not to be immediately used for the redemption of Bonds but 
instead are to be held by the Trustee until Bonds become redeemable, the Commission will have 
filed with the Trustee a written report of an Independent Certified Public Accountant stating 
(A) the amount of proceeds to be deposited with the Trustee from such sale, (B) an estimate of the 
total amount of Bond Obligation and the amount of Bonds of each maturity which could be 
redeemed from such proceeds on the first interest payment date on which Bonds are redeemable, 
and (C) the estimated annual interest and income to be earned on such proceeds while held and 
invested by the Trustee.  Such interest and income on such proceeds upon receipt by the Trustee 
will be deposited in the Revenue Fund and will be treated as Revenues for all purposes of the 
Indenture, including determining whether the Commission is in compliance with the rate covenant 
contained in the Indenture. 

(iii) If such proceeds of such sale are to be immediately used to redeem Bonds, the 
Net Revenues for the last Fiscal Year or last recorded twelve-month period preceding the date of 
the adoption by the Commission of the resolution authorizing such sale, less a deduction for the 
portion of such Net Revenues attributable to the portion of the Enterprise to be sold, all as shown 
by a certificate or opinion of an Independent Certified Public Accountant or a written report of a 
Qualified Independent Consultant, will have produced a sum equal to at least 1.25 times 
Maximum Annual Debt Service on the Bonds to be Outstanding following the redemption of 
Bonds from the proceeds of such sale. 

(iv) If such proceeds are not to be immediately used for the redemption of Bonds but 
instead are to be held by the Trustee until Bonds become redeemable, the Net Revenues for the 
last Fiscal Year or last recorded twelve-month period preceding the date of adoption by the 
Commission of the resolution authorizing such sale, less a deduction for the portion of such Net 
Revenues attributable to the portion of the Enterprise to be sold, plus an allowance for the 
estimated annual interest or income to be earned on the invested proceeds of such sale while held 
and invested by the Trustee, all as shown by a certificate or opinion of an Independent Certified 
Public Accountant or a written report of a Qualified Independent Consultant, will have produced a 
sum equal to at least 1.25 times Maximum Annual Debt Service. 

(4) If the Commission, will have determined that the net proceeds of the sale (less any 
amounts payable to the United States of America or the State of California or required to be deposited in a 
restricted fund) are to be used for the making of additions or improvements to or extensions of the 
Enterprise, such proceeds of the sale will be deposited by the Treasurer in a special fund in trust to be held 
by the Treasurer to be used for the making of additions or improvements to or extensions of the Enterprise, 
and the condition set forth in the following sentence will have been satisfied.  The Net Revenues for the last 
Fiscal Year or last recorded twelve-month period preceding the date of the adoption by the Commission of 
the resolution authorizing such sale, less a deduction for the portion of such Net Revenues attributable to 
the portion of the Enterprise to be sold, all as shown by a written report of an Independent Certified Public 
Accountant, plus 

(i) An allowance for Net Revenues from any additions  or improvements to or 
extensions of the Enterprise to be made with the proceeds of such sale or with the proceeds of 
Bonds previously issued, and also for Net Revenues from any such additions, improvements or 
extensions which have been made from moneys from any source but which, during all or any part 
of such Fiscal Year or recorded twelve-month period, were not in service, all in an amount equal 
to one hundred percent (100%) of the estimated additional average annual Net Revenues to be 
derived from such additions, improvements and extensions for the first twenty-four months in 
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which each addition, improvement or extension is respectively to be in operation, all as shown by 
the certificate or opinion of a Qualified Independent Consultant; and 

(ii) An allowance for earnings arising from any increase in the charges made for the 
use of the Enterprise which has become effective prior to such sale, but which, during all or any 
part of such Fiscal Year or recorded twelve-month period, was not in effect, in an amount equal to 
one hundred percent (100%) of the amount by which the Net Revenues would have been increased 
if such increase in charges had been in effect during the whole of such Fiscal Year or recorded 
twelve-month period, as shown by the certificate or opinion of a Qualified Independent 
Consultant; 

will have produced a sum equal to at least 1.25 times the Maximum Annual Debt Service on the Bonds 
then Outstanding.  Any balance of such proceeds from any such sale not required by the Commission for 
the purposes aforesaid will be deposited in the Revenue Fund established pursuant to the Indenture and 
applied as provided in the Indenture. 

Operation and Maintenance of Enterprise.  The Commission will maintain and preserve the Enterprise 
in good repair and working order at all times from the Revenues available for such purposes, in conformity with 
standards customarily followed for municipal water supply, storage and distribution systems of like size and 
character.  The Commission will from time to time make all necessary and proper repairs, renewals, replacements 
and substitutions to the properties of the Enterprise, so that at all times business carried on in connection with the 
Enterprise will and can be properly and advantageously conducted in an efficient manner and at reasonable cost, and 
will operate the Enterprise in an efficient and economical manner, consistent with the protection of the Owners of 
the Bonds, and will not commit or allow any waste with respect to the Enterprise. 

Liens and Claims.  Subject to any rights of the United States of America or the State of California, the 
Commission will keep the Enterprise and all parts thereof free from judgments, from mechanics’ and materialmen’s 
liens and from all liens and claims of whatsoever nature or character, to the end that the security provided pursuant 
to the Indenture may at all times be maintained and preserved, and the Commission will keep the Enterprise and the 
Revenues free from any liability which might hamper the Commission in conducting its business or operating the 
Enterprise.  Subject to the provisions of the Indenture, the Trustee at its option (after first giving the Commission 
thirty days’ written notice to comply therewith and failure of the Commission to so comply within said thirty-day 
period) may defend against any and all actions or proceedings in which the validity of the Indenture is or might be 
questioned, or may pay or compromise any claim or demand asserted in any such actions or proceedings; provided, 
however, that, in defending against such actions or proceedings or in paying or compromising such claims or 
demands, the Trustee will not in any event be deemed to have waived or released the Commission from liability for 
or on account of any of its covenants and warranties contained in the Indenture, or from its liability under the 
Indenture to defend the validity of the Indenture and the pledge made in the Indenture and to perform such 
covenants and warranties. 

Insurance.  The Commission will procure, and maintain at all times while any of the Bonds will be 
Outstanding, adequate fidelity insurance or bonds on all officers and employees handling or responsible for any 
Revenues or funds of the Enterprise, such insurance or bonds to be in an aggregate amount at least equal to the 
maximum amount of such Revenues or funds at any one time in the custody of all such officers and employees or in 
the amount of one million dollars ($1,000,000), whichever is less. 

The insurance described above may be provided as a part of any comprehensive fidelity and other 
insurance and not separately for the Enterprise. 

The Commission may purchase, on all or any of the Bonds of any Series, insurance assuring the 
Bondowners that the principal of and interest on the insured Bonds will be paid when due and payable.  The 
purchase of any such insurance will not constitute a preference or priority of the insured Bonds over any Bonds not 
so insured, and all Bonds Outstanding, irrespective of the providing of such insurance on some of the Bonds, will be 
equally and proportionately secured. 

Books and Accounts; Financial Statements.  The Commission will keep proper books of record and 
accounts of the Enterprise, separate from all other records and accounts of the Commission, in which complete and 
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correct entries will be made of all transactions relating to the Enterprise.  Such books of record and accounts will at 
all times during business hours be subject to the inspection of the Trustee or of any Owner of Bonds then 
Outstanding or their representatives authorized in writing, at reasonable hours and under reasonable conditions. 

The Commission further will prepare and file with the Trustee annually, within five months after the close 
of each Fiscal Year so long as any of the Bonds are Outstanding, financial statements of the Enterprise for the 
preceding Fiscal Year, prepared in accordance with generally accepted accounting principles applied on a consistent 
basis from year to year (which financial statements will include a statement showing the balances in each fund 
required to be established under the provisions of the Indenture), including a balance sheet, statement of income, 
statement of retained earnings and contributed capital, and statement of changes in financial position, which 
financial statements will be examined by and include the certificate or opinion of an Independent Certified Public 
Accountant.  Such financial statements will be accompanied by a Certificate of the Commission stating that no 
Event of Default has occurred or is continuing as of the end of each Fiscal Year, or specifying the nature of the 
Events of Default, if any, which have occurred and are continuing. 

The Commission will furnish a copy of these financial statements to any Bondowner upon request, and will 
furnish to the Trustee such reasonable number of copies thereof (not exceeding 100 copies) as may be required by 
the Trustee for distribution to investment bankers, security dealers and others interested in the Bonds and to the 
Owners of Bonds requesting copies thereof.  The Trustee will not be required to incur any nonreimbursable 
expenses in making such distribution. 

The Commission will cause to be published a summary statement showing the amount of Revenues and the 
amount of all other funds collected which are required to be pledged or otherwise made available as security for 
payment of the principal of and interest on the Bonds, the disbursements from such Revenues and other funds in 
reasonable detail, and a general statement of the financial and physical condition of the Enterprise.  The statement 
will be published annually, not more than 120 days after the close of each Fiscal Year.  The Commission will 
furnish a copy of the statement to any Bondowner upon request. 

Enterprise Budgets.  The Commission will prepare and submit to the Mayor for review and submission to 
the Board of Supervisors for approval an annual budget for the Enterprise for each Fiscal Year.  Such budget will set 
forth in reasonable detail the Revenues anticipated to be derived in such Fiscal Year and the expenditures anticipated 
to be paid or provided for therefrom in such Fiscal Year including, without limitation, the amounts required to 
provide for the payment of the principal of and interest and redemption premium, if any, on the Bonds during such 
Fiscal Year, to pay or provide for Operation and Maintenance Costs of the Enterprise for such Fiscal Year, to make 
up any deficiencies in any fund or account anticipated for the then current Fiscal Year, and to pay or provide for the 
payment of all other claims or obligations required to be paid from Revenues in such Fiscal Year, and will show that 
Net Revenues will be at least adequate to satisfy the provisions of the rate covenant under the Indenture.  Such 
budget will comply with any conditions or restrictions set forth in any agreements between the Commission and 
users of the Enterprise.  The Commission will take all action available and necessary to obtain approval or 
acceptance of the budget by the Mayor and the Board of Supervisors.  The Commission will supply to the Trustee 
and to any Bondowner who will so request in writing a copy of the annual budget for the Fiscal Year covered by 
such budget.  Such budget will be open for inspection by any Owner at the principal corporate trust office of the 
Trustee during normal business hours.  If at any time a revised annual budget for the Enterprise will be adopted 
which will involve an increase or decrease in the Revenues or in said expenditures of ten percent (10%) or more, the 
Commission will supply a copy to the Trustee and to any Bondowner who will so requests in writing. 

Maintenance of Revenues; Merger with Hetch Hetchy Project.  The City will not acquire, construct, 
operate or maintain, and will not within the scope of its powers permit any other public or private corporation, 
political subdivision, district or agency or any person whatsoever to acquire, construct, operate or maintain, within 
the City or any part thereof, any system or utility competitive with the Enterprise.  The Commission will have in 
effect, or cause to have in effect, at all times an ordinance or resolution requiring all customers of the Enterprise to 
pay the fees, rates and charges applicable to the water, services and facilities furnished by the Enterprise.  The 
Commission will not provide any water service of the Enterprise free of charge to any person, firm or corporation, or 
to any public agency (including the United States of America, the State of California, and any public corporation, 
political subdivision, city, county, district or agency of any thereof), except (i) for free use by the City and its 
agencies, (ii) to the extent that any such free use is required by the terms of any existing contract or agreement and 
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(iii) for incidental insignificant free use so long as such free use does not prevent the Commission from satisfying 
the other covenants of the Indenture, including, without limitation, the rate covenant under the Indenture. 

The Commission will not take any action pursuant to the Charter to accomplish a merger of the Enterprise 
with the Hetch Hetchy Project, a department of the City under the jurisdiction of the Commission, unless and until 
the Commission will have provided a method for segregating the Revenues from the revenues of the Hetch Hetchy 
Project so as to preserve the lien of the Indenture upon the Revenues, and will have obtained an opinion of counsel 
from a firm nationally recognized in the practice of tax-exempt financing that such merger will not, in and of itself, 
affect the exclusion from gross income of the interest on the Bonds under Section 103 of the Code (if applicable). 

Eminent Domain Proceeds.  If all or any part of the Enterprise will be taken by or under threat of eminent 
domain proceedings, the net proceeds realized by the Commission or the City therefrom (excluding any portion 
thereof payable to the United States of America or the State of California or required by the United States of 
America or the State of California to be deposited in a restricted fund) will be deposited by the Treasurer in a special 
fund in trust and applied and disbursed by the Treasurer subject to the following conditions: 

(a) If such eminent domain proceedings have had a material adverse effect upon the 
Revenues and the security of the Bonds, the Commission will by resolution determine to apply such 
proceeds for one of the following purposes: 

(1) The Commission may determine to apply such proceeds to the purchase, 
defeasance or redemption of Bonds then Outstanding.  In that event, the Treasurer will transfer 
such proceeds to the Trustee who will apply such proceeds on a Proportionate Basis to the 
redemption, defeasance or purchase of Bonds of each Series then Outstanding in the proportion 
which the Bond Obligation amount of each Series bears to the aggregate Bond Obligation amount 
of all Bonds then Outstanding. 

(2) The Commission may determine to apply such proceeds to the cost of additions 
or improvements to or extensions of the Enterprise if (A) the Commission first secures and files 
with the Trustee a written report of  a Qualified Independent Consultant showing (i) the loss in 
annual Revenues, if any, suffered, or to be suffered, by the Commission by reason of such eminent 
domain proceedings, (ii) a general description of the additions, improvements or extensions then 
proposed to be acquired by the Commission from such proceeds, and (iii) an estimate of the 
additional Revenues to be derived from such additions, improvements or extensions; and (B) such 
written report states that such additional Revenues will sufficiently offset the loss of Revenues 
resulting from such eminent domain proceedings so that the ability of the Commission to meet its 
obligations under the Indenture will not be substantially impaired.  The Commission will then 
promptly proceed with the construction of the additions, improvements or extensions substantially 
in accordance with such written report.  Payments for such construction will be made by the 
Commission from such proceeds.  Any balance of such proceeds not required by the Commission 
for the purposes aforesaid will be deposited in the Revenue Fund and applied as provided in the 
Indenture. 

(b) If such eminent domain proceedings have had no effect, or at the most a relatively 
immaterial effect, upon the Revenues and the security of the Bonds, and a Qualified Independent 
Consultant so concludes in a written report filed with the Trustee, the Commission may determine to apply 
such proceeds to the costs of additions or improvements to or extensions of the Enterprise or may deposit 
such proceeds in the Revenue Fund, to be applied as provided in the Indenture. 

Tax Covenants.  With respect to any Series of Bonds the interest on which is to be excluded from gross 
income of the owners thereof for federal income tax purposes, 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 such Bonds under Section 103 of the Code.  The Commission will not directly 
or indirectly use or permit the use of any proceeds of any such Bonds or any other funds of the Commission, or take 
or omit to take any action that would cause such 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 a Series of Bonds.  If at any time the Commission is of the opinion that for purposes 
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of the provisions of the Indenture summarized under the caption “Tax Covenants” herein 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 will so instruct the Trustee in writing, and the Trustee will take such action as required by such 
instructions. 

Without limiting the generality of the foregoing, the Commission agrees that there will be paid from time to 
time all amounts required to be rebated to the United States of America pursuant to Section 148(f) of the Code and 
any temporary, proposed or final Treasury Regulations as may be applied to a Series of Bonds the interest on which 
is to be excluded from gross income of the owners thereof for federal income tax purposes.  This covenant will 
survive payment in full or defeasance of any such Bonds.  The Commission specifically covenants to pay or cause to 
be paid to the United States of America at the times and in the amounts determined under the Indenture the Rebate 
Requirement.  The Trustee agrees to comply with all written instructions of the Commission given in accordance 
with the applicable Rebate Certificate. 

Notwithstanding any provision of the Indenture summarized under this caption, if the Commission provides 
to the Trustee an opinion of nationally recognized bond counsel to the effect that any action required under the 
Indenture or under a tax certificate relating to a Series of Bonds 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 such Series of Bonds under 
Section 103 of the Code, the Commission and the Trustee may rely conclusively on such opinion in complying with 
such provisions of the Indenture, and the covenants under the Indenture will be deemed to be modified to that extent. 

The Commission will assure that the proceeds of any Series of Bonds the interest on which is to be 
excluded from gross income of the owners thereof for federal income tax purposes are not so used as to cause such 
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 will 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 such Bonds to be “federally guaranteed” within the meaning of section 
149(b) of the Code. 

Continuing Disclosure.  The Commission covenants and agrees that it will comply with and carry out all 
of the provisions of the Continuing Disclosure Certificate, dated as of the date of issuance of the 2017 Series DEFG 
Bonds (the “Continuing Disclosure Certificate”), executed and delivered by the Commission in connection with the 
issuance of the 2017 Series DEFG Bonds, as it may be supplemented and amended in accordance with its terms.  
Notwithstanding any other provision of the Indenture, failure of the Commission to comply with the 2017 
Series DEFG Continuing Disclosure Certificate will not be considered an Event of Default; however, any 
Participating Underwriter (as such term is defined in the 2017 Series DEFG 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 is obligations under this Section, and 
the sole remedy in the event of any failure of the Commission to comply with the 2017 Series DEFG Continuing 
Disclosure Certificate will be an action to compel performance. 

EVENTS OF DEFAULT AND REMEDIES OF BONDOWNERS  

Events of Default; Acceleration.  If one or more of the following events (“Events of Default”) shall 
happen: 

(1) if default shall be made in the due and punctual payment of the principal of, or the 
premium (if any) on, any Bond when and as the same shall become due and payable, whether at maturity as 
therein expressed, by proceedings for redemption, by declaration or otherwise, or if default shall be made in 
the redemption from any Sinking Fund Account of any Term Bonds in the amounts and at the times 
provided therefor; 

(2) if default shall be made in the due and punctual payment of any installment of the interest 
on any Bond when and as such interest installment shall become due and payable; 

(3) if default shall be made by the Commission in the observance of any of the other 
covenants, agreements or conditions on its part in the Indenture or in the Bonds contained, and such default 
continues for a period of sixty days after written notice of such failure, specifying such default and 
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requiring the same to be remedied, shall have been given to the Commission by the Trustee or by a Credit 
Provider, or to the Commission and the Trustee by the Owners of not less than twenty-five percent (25%) 
of the Bond Obligation; or 

(4) if the Commission or the City shall file a petition or answer seeking reorganization or 
arrangement under the federal bankruptcy laws or any other applicable law of the United States of America, 
or if a court of competent jurisdiction shall approve a petition, filed with or without the consent of the 
Commission or the City, as the case may be, seeking reorganization under the federal bankruptcy laws or 
any other applicable law of the United States of America, or if, under the provisions of any other law for 
the relief or aid of debtors, any court of competent jurisdiction shall assume custody or control of the 
Commission or the City or of the whole or any substantial part of the property of the Commission or the 
City;  

then and in each and every such case during the continuance of such Event of Default, the Trustee may, and 
upon the written request of the Owners of not less than a majority in aggregate amount of the Bond Obligation or of 
a Credit Provider shall, upon notice in writing to the Commission, declare the principal of all of the Current Interest 
Bonds then Outstanding, and the interest accrued thereon, the Capital Appreciation Bonds then Outstanding, in the 
amount of the Accreted Value thereof, and the Parity State Loans then outstanding, in the amount of the obligations 
due thereunder, to be due and payable immediately, and upon any such declaration the same shall become and shall 
be immediately due and payable, anything in the Indenture or in the Bonds contained to the contrary 
notwithstanding. 

This provision, however, is subject to the condition that if, at any time after the principal of the Bonds shall 
have been so declared due and payable, and before any judgment or decree for the payment of the moneys due shall 
have been obtained or entered as provided in the Indenture, the Commission shall deposit with the Trustee a sum 
sufficient to pay all principal and Accreted Value of the Bonds maturing prior to such declaration and all matured 
installments of interest (if any) upon all the Current Interest Bonds, with interest on such overdue payments of 
principal and Accreted Value and interest installments at the rate or rates of interest borne by the respective Bonds, 
and the reasonable expenses of the Trustee, and any and all other defaults known to the Trustee (other than in the 
payment of principal and Accreted Value of and interest on the Bonds due and payable solely by reason of such 
declaration) shall have been made good or cured to the satisfaction of the Trustee, or provision deemed by the 
Trustee to be adequate shall have been made therefor, then, and in every such case, (i) if such declaration shall have 
been made by the Trustee, the Trustee, or (ii) if such declaration shall have been made upon the written request of 
Bondowners, the Owners of not less than a majority in aggregate amount of the Bond Obligation of the Bonds then 
Outstanding, or (iii) if such declaration shall have been made upon the written request of a Credit Provider, such 
Credit Provider, may, by written notice to the Commission and, in cases (ii) and (iii) above, to the Trustee, on behalf 
of the Owners of all of the Bonds, rescind and annul such declaration and its consequences; but no such rescission 
and annulment shall extend to or shall affect any subsequent default, or shall impair or exhaust any right or power 
consequent thereon. 

Bondholder Suits.  In case one or more of the Events of Default shall happen, then and in every such case 
the Owner of any Bond at the time Outstanding shall be entitled to proceed to protect and enforce the rights vested 
in such Owner by the Indenture by such appropriate judicial proceeding as such Owner shall deem most effectual to 
protect and enforce any such right, either by suit in equity or by action at law, whether for the specific performance 
of any covenant or agreement contained in the Indenture, or in aid of the exercise of any power granted in the 
Indenture, or to enforce any other legal or equitable right vested in the Owners of Bonds by the Indenture or by law; 
provided, however, that no such Bondowner shall have the right to institute any such judicial proceeding pursuant to 
this Section unless (a) such Owner shall have previously given to the Trustee written notice of the occurrence of an 
Event of Default under the Indenture; (b) the Owners of at least ten percent (10%) in aggregate amount of the Bond 
Obligation of the Bonds then Outstanding shall have made written request to the Trustee to exercise the powers 
granted in the Indenture or to institute such action, suit or proceeding in its own name; (c) such Owner or said 
Owners shall have tendered to the Trustee reasonable indemnity against the costs, expenses and liabilities to be 
incurred in compliance with such request; (d) the Trustee shall have refused or omitted to comply with such request 
for a period of sixty (60) days after such written request shall have been received by, and said tender of indemnity 
shall have been made to, the Trustee; and (e) the Trustee shall not have received contrary directions from the 
Owners of a majority in aggregate amount of Bond Obligation of the Bonds Outstanding.  The provisions of the 
Indenture shall constitute a contract with the Owners of the Bonds, an such contract and duties of the Commission 
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and of the Commission members and of the officers and employees of the Commission and of the City shall be 
enforceable by any Bondowner by mandamus or other appropriate suit, action or proceeding in any court of 
competent jurisdiction. 

Application of Funds Upon Acceleration.  All of the Revenues, including all sums in all of the funds 
provided for in the Indenture upon the date of declaration of acceleration as provided for in the Section above 
entitled “Events of Default; Acceleration” and all sums thereafter received by the Commission or the Trustee under 
the Indenture, shall, if received by the Commission, be transmitted to the Trustee and be applied by the Trustee in 
the following order, upon presentation of the several Bonds-- 

First, to the payment of the costs and expenses of the Bondowners in declaring such Event of Default, 
including reasonable compensation to their agents, attorneys and counsel; and to the payment of the costs and 
expenses of the Trustee, including but not limited to reasonable compensation to its agents, attorneys and counsel; 

Second, to the payment of the whole amount of Bond Obligation then owing and unpaid upon the Bonds, 
with interest on, with respect to the Current Interest Bonds, the overdue principal and installments of interest, with 
respect to the Capital Appreciation Bonds, the Accreted Value thereof, and with respect to the Parity State Loans, 
the obligations due thereunder, at the rate or rates of interest borne by the respective Bonds, and in case such 
moneys shall be insufficient to pay in full the whole amount so owing and unpaid upon the Bonds, then to the 
payment of such principal and interest, Accreted Value and obligations (under Parity State Loans) without 
preference or priority of principal over interest, or of interest over principal, or of any installment of interest over 
any other installment of interest, ratably to the aggregate of such principal and interest, Accreted Value and 
obligations (under Parity State Loans); and 

Third, to the payment of all Policy Costs, and in case such moneys shall be insufficient to pay in full all 
Policy Costs owing and unpaid, then to the payment of such Policy Costs pro rata (calculated by reference to the 
maximum amounts available under the respective Bond Reserve Fund Policies). 

Remedies of Reserve Provider.  If the Commission fails to pay Policy Costs to a Reserve Provider to the 
extent and at the times required by the provisions of the Indenture and such failure continues for 30 days after 
written notice of such default is received by the Commission and the Trustee from such Reserve Provider or if an 
Event of Default concerning bankruptcy of the Commission or the City (as described in subsection (4) under the 
caption “Events of Default; Acceleration” above) shall occur and be continuing, then the Reserve Provider may 
exercise any remedy provided under the Indenture to the Trustee or available at law or in equity to protect and 
enforce its right to receive payment of Policy Costs; provided, that, in no event, will the Reserve Provider be able to 
declare the principal and Accreted Value of the Bonds and the interest accrued thereon to be due and payable 
immediately or to exercise any remedy that the Trustee, in its sole discretion, determines would adversely affect the 
Bondowners. 

Rights of Credit Provider.  Each Credit Provider, during any period in which an Event of Default has 
occurred and is continuing, will be recognized as the Owner of each Bond which it guarantees or insures for the 
purposes of exercising all rights and privileges available to Bondowners.  Any acceleration of principal payments 
with respect to Bonds guaranteed or insured by a Credit Provider are subject to such Credit Provider’s prior written 
consent (but only if such Credit Provider is not in default under its guaranty or insurance policy). 

MODIFICATION OR AMENDMENT OF THE INDENTURE 

Modification with Consent of Bondowners and Credit Providers.  The Indenture may be modified or 
amended at any time by a Supplemental Indenture which will become binding when the written consents of the 
Owners of a majority in the aggregate amount of the Bond Obligation of the Bonds (or, if such Supplemental 
Indenture is only applicable to a Series of Bonds, such Series of Bonds) then Outstanding (exclusive of Bonds 
owned or held by or for the account of the City or the Commission (but excluding Bonds held in any pension or 
retirement fund) as provided in the Indenture)) and of each Credit Provider (so long as such Credit Provider is not in 
default under the policy of municipal bond insurance or Letter of Credit issued by it in connection with any Series of 
Bonds) will have been filed with the Trustee, provided such Credit Provider’s consent will not be unreasonably 
withheld.  The Indenture may also be amended or supplemented by a Supplemental Indenture upon written consent 
of each Credit Provider, provided that at the time of the amendment or supplement the payment of the principal and 
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interest on all Outstanding Bonds is insured by a policy or policies of municipal bond insurance or payable under a 
Letter of Credit issued by a Credit Provider. 

No such modification or amendment may: 

(1) extend the fixed maturities of the Bonds, or extend the time for making any Minimum 
Sinking Fund Account Payments, or reduce the rate of interest thereon, or extend the time of payment of 
interest, or reduce the amount of principal thereof, or reduce any premium payable on the redemption 
thereof, without the consent of the Owner of each Bond so affected, or 

(2) reduce the aforesaid percentage of the Bond Obligation the consent of the Owners of 
which is required for the execution of any amendment or modification of the Indenture, or 

(3) modify any of the rights or obligations of the Trustee without its written consent thereto. 

Modification without Consent of Bondowners or Credit Providers.  The Indenture and the rights and 
obligations of the Commission and of the Owners of the Bonds may also be modified or amended at any time by a 
Supplemental Indenture which will become binding upon adoption, without the consent of any Bondowners or any 
Credit Provider (but with notice to each Credit Provider), but only to the extent permitted by law and only if the 
Trustee determines, which determination may be based upon a good faith reliance upon an Opinion of Counsel, that 
the provisions of such Supplemental Indenture will not materially adversely affect the interests of the Owners, 
including, without limitation, for any one or more of the following purposes-  

(1) to add to the covenants and agreements of the Commission in the Indenture other 
covenants and agreements thereafter to be observed or to surrender any right or power reserved to or 
conferred upon the Commission by the Indenture; 

(2) to cure, correct or supplement any ambiguous or defective provision or omission or 
mistake contained in the Indenture, or in regard to questions arising under the Indenture, as the 
Commission may deem necessary or desirable; 

(3) to provide for the issuance of additional Series of Bonds, and to provide the terms and 
conditions under which such additional Series of Bonds may be issued, subject to and in accordance with 
the provisions of the Indenture; and 

(4) to amend the provisions in the Indenture specifying the purposes, in order of priority, for 
which expenditures can be made from the Revenue Fund for purposes lower in priority than expenditures 
on the Bonds. 

DEFEASANCE 

Discharge of Indenture.  If the Commission shall pay and discharge the entire indebtedness on all Bonds 
Outstanding in any one or more of the following ways- 

(a) by well and truly paying or causing to be paid the principal of (including redemption 
premiums, if any) and interest on all Bonds Outstanding, as and when the same become due and payable 
(but this clause shall not include Bonds the principal of or interest on which has been paid by a Municipal 
Bond Insurer until said principal and interest shall have been paid by the Commission); or 

(b) by depositing with the Trustee, an escrow agent or other fiduciary, in trust, at or before 
maturity, money which, together with the amounts then on deposit in the Principal Fund, the Interest Fund 
and the Bond Reserve Fund, is fully sufficient to pay or redeem all Bonds Outstanding, including all 
principal, interest and redemption premiums, if any; or 

(c) by delivering to the Trustee, for cancellation by it, all Bonds Outstanding; or 
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(d) by depositing with the Trustee, an escrow agent or other fiduciary, in trust, Federal 
Securities or general obligation bonds of the State of California in such amount which, in the determination 
of an Independent Certified Public Accountant, who will certify such determination to the Trustee, shall, 
together with the income or increment to accrue thereon and any other moneys of the Commission made 
available for such purpose, be fully sufficient to pay and discharge the indebtedness on all Bonds (including 
all principal, interest and redemption premiums, if any) at or before their respective maturity dates; 

and if the Commission shall also pay or causes to be paid all other sums payable under the 
Indenture by the Commission, including all Policy Costs, then and in that case, at the election of the 
Commission (evidenced by a Certificate of the Commission signifying its intention to pay and discharge all 
such indebtedness, which shall be filed with the Trustee), and notwithstanding that any Bonds shall not 
have been surrendered for payment, the pledge of the Revenues and other funds provided for in the 
Indenture and all other obligations of the Commission under the Indenture shall cease, terminate and be 
completely discharged, except only as described below under “Discharge of Liability on Bonds,” and the 
Owners of the Bonds not so surrendered and paid shall thereafter be entitled to payment only out of the 
money or Federal Securities or general obligation bonds of the State of California deposited with the 
Trustee, escrow agent or other fiduciary as aforesaid for their payment, subject, however, to the provisions 
of the Indenture described below under “Payment of Bonds after Discharge of Indenture.”  The discharge 
of the obligations of the Commission under the Indenture shall be without prejudice to the rights of the 
Trustee to charge for and be reimbursed by the Commission for any expenditures which it may thereafter 
incur in connection therewith. 

Discharge of Liability on Bonds.  Upon the deposit with the Trustee, an escrow agent or other fiduciary, 
in trust, at or before maturity, of money or Federal Securities or general obligation bonds of the State of California 
in the necessary amount to pay or redeem Outstanding Bonds (whether upon or prior to their maturity or the 
redemption date of such Bonds), provided that if such Bonds are to be redeemed prior to the maturity thereof, notice 
of such redemption shall have been given as in the Indenture provided or provision satisfactory to the Trustee shall 
have been made for the giving of such notice, then all liability of the Commission in respect of such Bonds shall 
cease, determine and be completely discharged, except only that thereafter the Owners thereof shall be entitled to 
payment of the principal of and interest on such Bonds by the Commission, and the Commission shall remain liable 
for such payment, but only out of the money or Federal Securities or general obligation bonds of the State of 
California deposited in an escrow fund established for this purpose and held by the Trustee, an escrow agent, or 
other fiduciary, as aforesaid for their payment, subject, however, to the provisions of the Indenture described below 
under “Payment of Bonds after Discharge of Indenture.” 

Payment of Bonds after Discharge of Indenture.  Notwithstanding any provisions of the Indenture, any 
moneys deposited in trust for the payment of the principal of, or interest or premium on, any Bonds and remaining 
unclaimed for two years after the principal of all the Outstanding Bonds has become due and payable (whether at 
maturity or upon call for redemption or by declaration as provided in the Indenture) shall then be repaid to the 
Commission upon its Written Request, and the Owners of such Bonds shall thereafter be entitled to look only to the 
Commission for payment thereof, and all liability of the Trustee or any other fiduciary with respect to such moneys 
will thereupon cease; provided, however, that before the repayment of such moneys to the Commission, as 
aforesaid, the Trustee may (at the cost of the Commission) first publish at least once in a Financial Newspaper or 
Journal a notice, in such form as may be deemed appropriate by the Trustee, with respect to the Bonds so payable 
and not presented and with respect to the provisions relating to the repayment to the Commission of the moneys held 
for the payment thereof.  In the event of the repayment of any such moneys to the Commission, as aforesaid, the 
Owners of the Bonds in respect of which such moneys were deposited shall thereafter be deemed to be general 
creditors of the Commission for amounts equivalent to the respective amounts deposited for the payment of such 
Bonds and so repaid to the Commission (without interest thereon). 

TRUSTEE PROVISIONS 

The Trustee will, prior to an Event of Default, and after the curing of all Events of Default which may have 
occurred, perform such duties and only such duties as are specifically set forth in the Indenture.  The Trustee will, 
during the existence of any Event of Default (which has not been cured), exercise such of the rights and powers 
vested in it by the Indenture, and use the same degree of care and skill in their exercise, as a prudent man would 
exercise or use under the circumstances in the conduct of his own affairs. 
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So long as there is no Event of Default under the Indenture, the Commission may remove the Trustee, by 
giving written notice to such Trustee and by giving Bondowners notice by mail, first class postage prepaid, of such 
removal, and any successor thereto, and may appoint a successor or successors thereto; provided that any such 
successor will be a bank or trust company doing business and having an office in San Francisco, California, having a 
combined capital and surplus of at least $100,000,000, and subject to supervision or examination by federal or state 
authority.  If such bank or trust company publishes a report of condition at least annually, pursuant to law or to the 
requirements of any supervising or examining authority above referred to, then for the purpose of this Section the 
combined capital and surplus of such bank or trust company will be deemed to be its combined capital and surplus 
as set forth in its most recent report of condition so published. 

The Trustee may at any time resign by giving written notice to the Commission and by giving the 
Bondowners notice by mail, first class postage prepaid, of such resignation.  Upon receiving such notice of 
resignation, the Commission will promptly appoint a successor Trustee by an instrument in writing.  Any resignation 
or removal of the Trustee and appointment of a successor Trustee will become effective upon acceptance of 
appointment by the successor Trustee.  If no successor Trustee is appointed and accepts appointment within 45 days 
of giving notice of removal or notice of resignation, the resigning Trustee or any Bondowner (on behalf of himself 
and all other Bondowners) may petition any court of competent jurisdiction for the appointment of a successor 
Trustee, and such court may thereupon, after such notice (if any) as it may deem proper, appoint such successor 
Trustee. 
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APPENDIX B 
 

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 2017 Series DEFG 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 Hetch Hetchy 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 Hetch Hetchy 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 of Regulations, 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 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 Hetch Hetchy 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 Hetch Hetchy 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 Hetch Hetchy 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 of Indebtedness (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 Hetch Hetchy 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. Hetch Hetchy Water Only Assets 

4. Water-Related portion (45 percent) of Hetch Hetchy Joint Assets 

“Power-Only,” when used with reference to Hetch Hetchy 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 Hetch 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, 
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 of BAWSCA for 
local water resource development in the Wholesale Service Area. 

“Water-Only,” when used with reference to Hetch Hetchy 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 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 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 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 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 of Milpitas, 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 of a 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 
BAWSCA 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 protection 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 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 BAWSCA or if unanimously agreed to by all Wholesale Customers. If BAWSCA 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 BAWSCA 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 
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 if the 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 BAWSCA 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, 
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 BAWSCA 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 allocated as 
follows between Retail and Wholesale Customers: 

Retail Customers’ allocation: 81 MGD 
Wholesale Customers’ allocation: 184 MGD 

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 of Interim 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 of Interim 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 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 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 BAWSCA 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 BAWSCA 
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 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 maintenance expenses, including power purchased from the Hetch 
Hetchy 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 Hetch Hetchy Enterprise’s operation and maintenance, 
administrative and general, and property tax expenses. 
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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. 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 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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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 Enterprise’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 
of Hetch 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 of revenue 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. 
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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 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 BAWSCA. 

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 BAWSCA. 

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 Hetch Hetchy 
Water Enterprise expenses, or (c) a SFPUC use of taxable bonds. 
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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., 
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 
of Indebtedness 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 remain in effect only until 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 
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) 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 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 
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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. 

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 BAWSCA. 

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 BAWSCA. 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 BAWSCA 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, BAWSCA may agree to a modification 
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of the Wholesale Revenue Coverage requirement. If BAWSCA 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 BAWSCA, 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 
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 Hetch Hetchy 
Enterprises. Wholesale working capital shall be calculated separately for the Water and Hetch Hetchy 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 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 determining the Wholesale Revenue 
Requirement. 
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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. 

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 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 
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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 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 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 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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APPENDIX C 
 

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 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 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 goals, 
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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, AB1823: 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 program-wide 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. 

On February 14, 2017, in compliance with AB 1823, the Commission adopted schedule revisions to three 
individual projects. A Notice of Changes Report was subsequently sent to the State on September 1, 2017. The 
overall program cost and schedule remained unchanged from the March 2016 Revised WSIP. 

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. 
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• Set forth long-term water supply/drought management options for technical evaluation, cost 
analysis, and environmental review. 

• 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: 

I. 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 Hetch Hetchy Reservoir and filtered water from 
local watersheds. 

• Continue to implement watershed protection measures. 

II. 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. 

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, 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 “THE WATER ENTERPRISE—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 Hetch Hetchy 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 Hetch Hetchy 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, a new Irvington Tunnel, in addition to the existing tunnel, 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 Hetch Hetchy 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 of WSIP 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, 2016 and 2017 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, and 
three individual projects had schedule changes in February 2017. The overall approved program completion date 
adopted as a part of the March 2016 Revised WSIP is December 2019. However, the most recent quarterly report for 
the period ending September 30, 2017 forecasts that the completion of WSIP will require an additional 17 months to 
May 2021 due to an appeal of the Environmental Impact Report (EIR) for the Alameda Creek Recapture Project 
(ACRP). The additional time will be needed for the San Francisco Planning Department to re-circulate a portion of 
the EIR to provide analysis on operational impacts on steelhead fish as a result of project-induced effects on 
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streamflow in Alameda Creek, followed by re-advertising the project for bid, construction and project closeout. In 
addition, the need to site two additional groundwater supply wells to meet the water supply Level of Service (LOS) 
goal for the Regional Groundwater Storage and Recovery Project (RGWSRP) may impact the overall WSIP 
schedule. The project team has been seeking viable sites in the San Bruno area which is the preferred location for the 
two new wells from a hydrogeologic standpoint. However, since no viable well sites have surfaced in San Bruno to 
date, additional time is needed to drill test wells at two or more sites outside San Bruno to determine if the available 
sites are technically feasible, followed by design, environmental review, construction and closeout.  

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 2017. In addition, four projects (WSIP 
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. 

The latest forecast schedule delays will be refined in the quarterly report ending December 31, 2017, and a 
30-day notice of public hearing will be issued in early 2018 for the Commission to consider approval and adoption 
of the forecast schedule delays in accordance with the requirements of AB1823. 

 

(Remainder of Page Intentionally Left Blank) 
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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 Dec-07 Jun-09 Jun-11 Mar-13 Mar-14 Mar-16 

Project Category 
Approved 
Budget (1) 

Approved 
Budget (2) 

Approved 
Budget (3) 

Approved 
Budget (6) 

Approved 
Budget (7) 

Approved 
Budget (8) 

Approved 
Budget (9) 

San Joaquin 
Regional Projects $559 $486 $430 $337 $349 $347 $345  

Sunol Valley 
Regional Projects 871 958 1,054 1,063 1,263 1,374 1,476 

Bay Division 
Regional Projects 750 796 785 706 665 666 652 

Peninsula Regional 
Projects 701 712 895 774 808 809 805 

San Francisco 
Regional Projects 165 138 160 194 208 221 221 

San Francisco 
Local Projects 383 383 600 642 620 619 613 

Water Supply 
Projects(4) 281 265 0 0 0 0 0 

Support Projects 81 191 190 254 255 257 262 

Program Reserve 0 0 0 144 0 0 0 

Net Financing (5) 552 462 472 472 472 472 472 

Program Total† $4,342 $4,392 $4,586 $4,586 $4,640 $4,765 $4,845  
____________________ 

† Totals may not add due to independent rounding. 
(1) 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.” 
(2) 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. 
(8) 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 Budget” 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 
encroachment removal) and complete delivery activities (program management, project management and 
environmental review/permitting/mitigation) accounts for this variance. 
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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 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 is 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 
($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 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 from an offsite quarry to 
supplement onsite supplies for schedule enhancement, disposal of additional mélange 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. 

The latest quarterly report for the quarter ending September 30, 2017 forecasts the WSIP will need upwards 
of $30 million in additional funding to cover current trends on active projects as well as to cover the delivery costs 
associated with the forecast schedule extensions noted above. The budget forecast noted in this latest quarterly 
report would also cover remaining risk at approximately the 60% confidence level. The forecast for the future 
quarterly report ending December 31, 2017 will seek to cover remaining risk at approximately the 80% confidence 
level, which would require an additional $12 million based on current risk registers for the remaining active projects, 
for a forecast total of approximately $42 million over the current approved WSIP budget of $4.845 million. A 30-
day notice of public hearing will be issued in early 2018 for the Commission to consider approval and adoption of 
the forecast budget increases. 



 

 C-11 

A summary of the WSIP budget and appropriations is provided in the following table. 

TABLE C-2 
WSIP BUDGET AND SPENDING SUMMARY 

AS OF JUNE 30, 2017 
(IN MILLIONS) 

 Total Approved Expended/Encumbered Remaining Balance 
Regional Projects $3,761.1 $3,433 $328.1 
Local Projects (1) 612.7 418 194.7 
Financing Costs  471.7 462 9.7 
Total † $4,845.5 $4,313 $532.5 

 
____________________ 
† Totals may not add due to independent rounding. 
(1) 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 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 95% 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 of WSIP projects active in each of these 
phases. The Local Program is nearly 100% complete with only one active project remaining in construction, 
whereas the Regional Program is approximately 94% complete. The Local Program is further along because the 
projects in that program are smaller and less complex and require minimal environmental review. 

TABLE C-3 
STATUS OF WSIP PROJECTS THROUGH JUNE 30, 2017 

 Number of Projects Value of Projects (in millions) 

Active Phase 
Local 

Program 
Regional 
Program 

Local 
Program 

Regional 
Program 

Planning 0 0 $ 0 $  0 
Design 0 2 0 8 
Bid & Award 0 1 0 30 
Construction  1 8 49 1,502 
Close-Out 0 0 0 0 
Completed 34 39 282 2,188 
Not Applicable* 0 2 0 32 
Not Initiated 0 0 0 0 
Total†: 35 52 $331 $3,761 

____________________ 
† Totals may not add due to independent rounding. 
* “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 2016-17 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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TABLE C-4 
PERFORMANCE OF WSIP PROJECTS THROUGH JUNE 30, 2017 

COMPARED TO 2016 APPROVED BUDGET PLAN 

 Local Program(2) Regional Program(3) 

Phase % Planned % Completed % Planned % Completed 
All Phases 100.0 99.9 94.4 94.1 
Project Management 100.0 100.0 95.8 94.7 
Planning 100.0 100.0 100.0 100.0 
Environmental 100.0 100.0 99.8 99.7 
Right-of-Way 0 0 93.8 90.6 
Design 100.0 100.0 99.9 99.1 
Bid and Award 100.0 100.0 99.3 97.0 
Construction Management 100.0 100.0 93.0 92.3 
Construction 100.0 99.9 93.8 93.7 
Close-Out 100.0 94.6 79.3 79.0 
Program Management(1) N/A N/A 94.4 94.2 
____________________ 
(1) The WSIP Regional Program tracks an additional Program Management phase. 
(2) Local Program percentages do not include Local Water Supply projects. 
(3) Regional Program percentages do not include Support (formerly System-Wide) projects. 
Source: SFPUC, 4th quarter Fiscal Year 2016-17 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 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 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. 
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• 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. 

• 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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Independent Auditors’ Report  

The Honorable Mayor and Board of Supervisors 
City and County of San Francisco: 

We have audited the accompanying financial statements of the San Francisco Water Enterprise (the 
Enterprise), an enterprise fund of the City and County of San Francisco, California (the City), as of and for the 
years ended June 30, 2017 and 2016, and the related notes to the financial statements, which collectively 
comprise the Enterprise’s basic financial statements as listed in the tables of contents. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Governmental Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the San Francisco Water Enterprise, an enterprise fund of the City and County of San 
Francisco, California, as of June 30, 2017 and 2016, and the respective changes in financial position and cash 
flows thereof for the years then ended in accordance with U.S. generally accepted accounting principles. 

Emphasis of Matter 
As discussed in note 1, the financial statements of the Enterprise are intended to present the financial position, 
the changes in financial position of only that portion of the City that is attributable to the transactions of the 
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Enterprise. They do not purport to, and do not, present fairly the financial position of the City as of June 30, 
2017 and 2016, the changes in its financial position, or, where applicable, its cash flows for the years then 
ended in accordance with U.S. generally accepted accounting principles. Our opinion is not modified with 
respect to this matter. 

Other Matters 
Required Supplementary Information  

U.S. generally accepted accounting principles require that the management’s discussion and analysis on pages 
3 through 15 be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who considers 
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated November 8, 2017 
on our consideration of the Enterprise’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the Enterprise’s internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the Enterprise’s internal 
control over financial reporting and compliance. 

 

San Francisco, California 
November 8, 2017 
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This section presents management’s analysis of the San Francisco Water Enterprise’s (the Enterprise) financial 
condition and activities as of and for fiscal years ended June 30, 2017 and 2016. Management’s Discussion and 
Analysis (MDA) is intended to serve as an introduction to the Enterprise’s financial statements. This information 
should be read in conjunction with the audited financial statements that follow this section. All dollar amounts, 
unless otherwise noted, are expressed in thousands of dollars. 

The information in this MDA is presented under the following headings: 

• Organization and Business 
• Overview of the Financial Statements 
• Financial Analysis 
• Capital Assets 
• Debt Administration 
• Rates and Charges 
• Request for Information 

 

Organization and Business 
 
The San Francisco Public Utilities Commission (SFPUC or the Commission) is a department of the City and 
County of San Francisco (the City) that is responsible for the maintenance, operation, and development of three 
utility enterprises: Water (the Enterprise), Hetch Hetchy Water and Power and CleanPowerSF, and Wastewater. 
The Enterprise collects, transmits, treats, and distributes high-quality drinking water to a total population of 
approximately 2.7 million people, including retail customers in the City and wholesale customers located in San 
Mateo, Santa Clara, and Alameda Counties. The Enterprise sold approximately 175 million gallons of water per 
day in the year ended June 30, 2017. Approximately two-thirds of the water delivered by the Enterprise is to 
wholesale customers. Retail customers use the remaining one-third and are primarily San Francisco consumers, 
including residential, commercial, industrial, and governmental users. Wholesale customers include cities, water 
districts, one private utility, and one non-profit university. Service to these customers is provided pursuant to the 
25-year Water Supply Agreement (WSA), commenced on July 1, 2009, which established the basis for 
determining the costs of wholesale service. 
 

Overview of the Financial Statements 
 
The Enterprise’s financial statements include the following: 

Statements of Net Position present information on the Enterprise’s assets, deferred outflows, liabilities, and 
deferred inflows as of year-end, with the difference reported as net position. Over time, increases or decreases in 
net position may serve as a useful indicator of whether the financial position of the Enterprise is improving or 
worsening. 

While the Statements of Net Position provide information about the nature and amount of resources and 
obligations as of year-end, the Statements of Revenues, Expenses, and Changes in Net Position present the results 
of the Enterprise’s operations over the course of the fiscal year and information as to how the net position 
changed during the year. These statements can be used as an indicator of the extent to which the Enterprise has 
successfully recovered its costs through user fees and other charges. All changes in net position are reported 
during the period in which the underlying event giving rise to the change occurs, regardless of the timing of the 
related cash flows. Thus, revenues and expenses are reported in these statements from some items that will result 
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in cash flows in future fiscal periods, such as delayed collection of operating revenues and the expenses of 
employee earned but unused vacation leave. 

The Statements of Cash Flows present changes in cash and cash equivalents resulting from operational, capital, 
non-capital, and investing activities. These statements summarize the annual flow of cash receipts and cash 
payments, without consideration of the timing of the event giving rise to the obligation or receipt and exclude 
non-cash accounting measures of depreciation or amortization of assets. 

The Notes to Financial Statements provide information that is essential to a full understanding of the financial 
statements that is not displayed on the face of the financial statements. 
 

Financial Analysis 
 
Financial Highlights for Fiscal Year 2017 

• Total assets exceeded total liabilities by $280,240. 

• Net position decreased by $121,401 or 19.5% during the fiscal year. 

• Capital assets, net of accumulated depreciation and amortization increased by $154,963 or 3.2% to 
$5,053,464. 

• Current and other assets decreased by $107,351 or 15.2% mainly due to capital project spending for 
Water System Improvement Program (WSIP) projects, debt principal and interest repayments. 

• Operating revenues, excluding interest and investment income, and other non-operating revenues, 
increased by $40,815 or 9.7% to $460,331. 

• Operating expenses, excluding interest expense, amortization of premium, discount, refunding loss, and 
issuance costs, and non-operating expenses, increased by $107,041 or 34.0% to $421,827. 
 

Financial Highlights for Fiscal Year 2016 

• Total assets exceeded total liabilities by $590,366. 

• Net position increased by $26,203 or 4.4% during the fiscal year. 

• Capital assets, net of accumulated depreciation and amortization increased by $245,217 or 5.3% to 
$4,898,501. 

• Current and other assets decreased by $219,754 or 23.7% mainly due to capital project spending for 
Water System Improvement Program (WSIP) projects, debt principal and interest repayments. 

• During the fiscal year, charges for services, excluding interest and investment income, rental income, and 
other operating and non-operating revenues, decreased by $6,441 or 1.6% to $393,582. 

• Operating expenses, excluding interest expense, amortization of premium, refunding loss, and issuance 
costs, and non-operating expenses, increased by $17,836 or 6.0% to $314,786. 
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Financial Position 
 
The following table summarizes the Enterprise’s changes in net position. 

 

Net Position, Fiscal Year 2017 
 
For the year ended June 30, 2017, the Enterprise’s assets and deferred outflows of resources exceeded liabilities 
and deferred inflows of resources by $501,267. Total net position decreased from prior year by $121,401 or 
19.5% (see Table 1). The decrease in net position was the result of a $332,296 increase in total liabilities and 
deferred inflows of resources, offset by an increase of $210,895 in total assets and deferred outflows of 
resources. Net investment in capital assets decreased from the prior year’s $543,327 to $495,868 by $47,459 or 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Total assets:

Current and other assets $ 599,800  707,151  926,905  (107,351) (219,754) 

Capital assets, net of accumulated depreciation and amortization  5,053,464  4,898,501  4,653,284  154,963  245,217  

Total assets  5,653,264  5,605,652  5,580,189  47,612  25,463  

Deferred outflows of resources:

Unamortized loss on refunding of debt 126,805  36,184  39,224  90,621  (3,040) 

Pensions 105,357  32,695  28,280  72,662  4,415  

Total deferred outflows of resources 232,162  68,879  67,504  163,283  1,375  

Liabilities:
Current liabilities:

Revenue bonds  48,875  41,615  29,695  7,260  11,920  

Certificates of participation  2,431  2,313  2,199  118  114  

Commercial paper  145,000  236,000  186,000  (91,000) 50,000  

Other liabilities  118,602  145,138  146,157  (26,536) (1,019) 

Subtotal current liabilities  314,908  425,066  364,051  (110,158) 61,015  

Long-term liabilities:

Revenue and capital appreciation bonds  4,512,370  4,221,699  4,274,603  290,671  (52,904) 

Certificates of participation  107,291  109,933  112,481  (2,642) (2,548) 

Other liabilities  438,455  258,588  224,496  179,867  34,092  

Subtotal long-term liabilities  5,058,116  4,590,220  4,611,580  467,896  (21,360) 

Total liabilities:

Revenue and capital appreciation bonds  4,561,245  4,263,314  4,304,298  297,931  (40,984) 

Certificates of participation  109,722  112,246  114,680  (2,524) (2,434) 

Commercial paper  145,000  236,000  186,000  (91,000) 50,000  

Other liabilities  557,057  403,726  370,653  153,331  33,073  

Total liabilities  5,373,024  5,015,286  4,975,631  357,738  39,655  
 

Deferred inflows of resources:

Related to pensions 11,135  36,577  75,597  (25,442) (39,020) 

Total deferred inflows of resources 11,135  36,577  75,597  (25,442) (39,020) 

Net position:

Net investment in capital assets  495,868  543,327  425,073  (47,459) 118,254  

Restricted for debt service  10,989  12,122  1,053  (1,133) 11,069  

Restricted for capital projects  37,904  40,743  95,735  (2,839) (54,992) 

Unrestricted  (43,494) 26,476  74,604  (69,970) (48,128) 

Total net position $ 501,267  622,668  596,465  (121,401) 26,203  

Table 1

Comparative Condensed Net Position

June 30, 2017, 2016, and 2015
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8.7% as explained by a $154,963 increase in capital assets in buildings, structures, and improvements and 
construction in progress, offset by a $202,422 increase in liabilities mainly due to the issuance of new bonds. 

Current and other assets primarily is comprised of restricted and unrestricted balances of cash, receivables for 
water deliveries and services, interfund receivables due from other governmental agencies, and inventory. This 
also includes receivables, which represent cumulative amounts due from the wholesale customers to match 
revenues with the Enterprise’s costs of providing service (the Balancing Account), in accordance with the 
provisions set forth in the WSA effective July 1, 2009. Balances are applied to future year rates. As of June 30, 
2017, the Enterprise owed the wholesale customers $43,471, which was mainly due to increased water demand 
by the wholesale customers that generated additional billed revenue. This amount was recorded as a liability in 
accordance with the 2009 agreement. See Note 9(a), Water Supply Agreement, for additional details. 

During fiscal year 2017, current and other assets decreased by $107,351 or 15.2%. The decreases included 
$113,109 or 17.7% in restricted and unrestricted cash and investments mainly due to debt principal and interest 
repayments and WSIP related capital projects spending, $3,026 in advances and other receivables mainly due to 
the write-off of the Sunol Valley Golf lease receivable, $1,496 in state grants receivable due to reimbursements 
received for the Regional Groundwater Storage & Recovery and High Efficiency Toilet Installation programs, 
$412 in restricted receivables for capacity fee collection policy changes that require full payment of permit fees 
at the time of issuance coupled with write-offs, and decreased federal interest subsidy as a result of sequestration, 
and $201 in prepaid bond insurance cost amortization. These decreases were offset by increases of $10,403 in 
charges for services receivable resulting from an adopted rate increase of 10% for retail customers and 9.3% for 
wholesale customers, $214 in interest receivable due to higher interest rates, $186 due from the Office of 
Community Investment and Infrastructure for the Candlestick/Hunter’s Point custom work projects, and $90 in 
inventory from more purchases than issuances during the fiscal year. 

Capital assets, net of accumulated depreciation and amortization, increased by $154,963 or 3.2%, reflecting an 
increase in construction and capital improvement activities. The largest portion of the Enterprise’s net position of 
$495,868 or 98.9% represents net investment in capital assets (see Capital Assets section of the MDA for more 
information). Deferred outflows of resources increased by $163,283 due to a $90,621 increase in unamortized 
loss on debt refunding mainly from the issuance of 2016 Series A and 2016 Series B bonds, and $72,662 increase 
for pensions based on actuarial report. 

Total liabilities increased by $357,738 or 7.1% which is explained by increases of $295,407 in principal of 
revenue bonds and certificates of participation mainly due to the issuance of 2016 Series A, 2016 Series B, and 
2016 Series C bonds, $151,932 in net pension liability due to investment losses, the Appeals Court’s elimination 
of the full funding requirement for certain members and the impact of revised demographic assumptions and 
change in discount rate, $21,932 in the Wholesale Balancing Account (see Note 9(a) for details), $9,784 in other 
post-employment benefits obligations as a result of higher actuarially determined annual required contributions, 
$1,313 in accrued payroll, vacation and sick leave, $325 in unearned revenues mainly from deposits for water 
service, $275 in workers’ compensation, and $267 in interest payable due to higher outstanding principal. These 
increases were offset by decreases of $91,000 in commercial paper due to refunding, $25,058 in restricted and 
unrestricted payables mainly due to fewer outstanding payables at year end, $6,162 in general liability based on 
actuarial report, $779 due to the Department of Public Works for payment of custom work projects, and $498 in 
pollution remediation liability mainly for the Lake Merced and 17th and Folsom sites (see Note 13(d) for details). 

Deferred inflows of resources decreased by $25,442 due to pension obligations based on actuarial report. 
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Net Position, Fiscal Year 2016 
 
For the year ended June 30, 2016, the Enterprise’s assets and deferred outflows of resources exceeded liabilities 
and deferred inflows of resources by $622,668. Total net position increased from prior year by $26,203 or 4.4% 
(see Table 1). The increase in net position was the result of a $26,838 increase in total assets and deferred 
outflows of resources, offset by an increase of $635 in total liabilities and deferred inflows of resources. Net 
investment in capital assets increased from the prior year’s $425,073 to $543,327 by $118,254 or 27.8% as 
explained by a $245,217 increase in capital assets in buildings, structures, and improvements and construction in 
progress, offset by a $126,963 increase in liabilities, which included WSIP spending and $50,000 issuance of 
commercial paper. 

Current and other assets primarily comprised of restricted and unrestricted balances of cash, receivables for water 
deliveries and services, interfund receivables due from other governmental agencies, and inventory. This also 
includes receivables, which represent cumulative amounts due from the wholesale customers to match revenues 
with the Enterprise’s costs of providing service (the Balancing Account), in accordance with the provisions set 
forth in the WSA effective July 1, 2009. Balances due are recovered by future year rate increases. As of June 30, 
2016, the Enterprise owed the wholesale customers $21,539, which was mainly due to a rate increase of 28% that 
generated additional revenue billed. This amount was recorded as a liability in accordance with the 2009 
agreement. See Note 9(a), Water Supply Agreement, for additional details. 

During fiscal year 2016, current and other assets decreased by $219,754 or 23.7%. The decreases included 
$229,683 or 26.4% in restricted and unrestricted cash and investments mainly due to debt principal and interest 
repayments, $536 decrease in restricted receivables due to a change in collection policy for capacity fees that 
require full payment of permit fees at the time of issuance, $378 decrease in inventory from more issuances than 
purchases during the fiscal year, $66 decrease in interest receivable due to lower cash balance, and $13 in prepaid 
bond insurance cost amortization. These decreases were offset by increases of $8,545 in charges for services 
receivable due to planned rate increases of 12.0% for retail and 28.0% for wholesale customers, $1,603 in grant 
receivables for the Regional Groundwater Storage and Recovery project, $706 in advances and other receivables 
mainly due to Transbay Folsom Street and Caltrain custom work projects and rental receivables, and $68 due 
from the Department of Public Works for the Mission Bay and Hunter’s Point custom work projects. 

Capital assets, net of accumulated depreciation and amortization, increased by $245,217 or 5.3%, reflecting an 
increase in construction and capital improvement activities. The largest portion of the Enterprise’s net position of 
$543,327 or 87.3% represents net investment in capital assets (see Capital Assets section of the MDA for more 
information). Deferred outflows of resources increased by $1,375 due to an increase of $4,415 for pensions based 
on actuarial report offset by a decrease of $3,040 in unamortized loss on debt refunding. 

Total liabilities increased by $39,655 or 0.8% which is explained by increases of $50,000 in commercial paper 
issued in June 2016, $23,650 in net pension liability, $19,315 in the Wholesale Balancing Account (see Note 9(a) 
for details), $7,283 in other post-employment benefits obligations as a result of higher actuarially determined 
annual required contribution, $1,631 in unearned revenues from increased deposits for custom work projects, 
$707 in interfund payables mainly explained by $549 to Hetchy Power for the Distributed Antenna System and 
$230 to the City Attorney for legal services. These increases were offset by decreases of $43,418 in principal 
repayments of revenue bonds and certificates of participation, $7,932 in pollution remediation liability for the 
Lake Merced site (see Note 13(d) for details), $7,629 in restricted and unrestricted payables mainly due to WSIP, 
$2,810 in general liability based on actuarial estimates, $1,320 in interest payable due to lower outstanding 
principal, $626 in accrued payroll, vacation and sick leave, and $448 in workers’ compensation. 

Deferred inflows of resources decreased by $39,020 due to pension obligations based on actuarial report. 
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Results of Operations 
 
The following table summarizes the Enterprise’s revenues, expenses, and changes in net position. 
 

 

Results of Operations, Fiscal Year 2017 
 
The Enterprise’s total revenues of $502,067 for the year represented an increase of $47,703 or 10.5% from prior 
year (see Table 2). Increases included $44,625 from charges for services, $6,152 from other non-operating 
revenues, and $736 from interest and investment income. These increases were offset by decreases of $3,268 
from rents and concessions, and $542 from other operating revenues. 

Charges for services were $438,207, an increase of $44,625 or 11.3% from prior year primarily due to an adopted 
rate increase of 10% for retail customers and 9.3% for wholesale customers beginning July 1, 2016, and a 5.5% 
increase in consumption. Rents and concessions were $8,813, a decrease of $3,268 or 27.1% mainly due to the 
write-off of Sunol Valley Golf lease receivable. Other operating revenues were $13,311, a decrease of $542 or 
3.9% due to the write-off of capacity fee receivable and a decrease in permits issued. Interest and investment 
income was $4,331, an increase of $736 or 20.5% due to higher interest rates and prior year’s declines in fair 
value. Other non-operating revenues were $37,405, an increase of $6,152 or 19.7% mainly due to a one-time gain 
from sale of a surplus property located at 401 and 403 Old Bernal Avenue in Pleasanton, California in fiscal year 
2017, and $700 settlement received relating to the Wawona Street water main break incident in 2013. 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Revenues:

Charges for services $ 438,207  393,582  400,023  44,625  (6,441) 

Rents and concessions  8,813  12,081  12,284  (3,268) (203) 

Other operating revenues  13,311  13,853  13,740  (542) 113  

Interest and investment income  4,331  3,595  5,789  736  (2,194) 

Other non-operating revenues  37,405  31,253  47,314  6,152  (16,061) 

Total revenues  502,067  454,364  479,150  47,703  (24,786) 

Expenses:

Operating expenses  421,827  314,786  296,950  107,041  17,836  

Interest expenses  148,075  153,258  137,106  (5,183) 16,152  

Amortization of premium, discount, refunding loss, and issuance costs (9,029) (8,849) (6,100) (180) (2,749) 

Non-operating expenses  2,607  2,210  4,829  397  (2,619) 

Total expenses  563,480  461,405  432,785  102,075  28,620  

Change in net position before transfers  (61,413) (7,041) 46,365  (54,372) (53,406) 

Transfers from the City and County of San Francisco 128  34,368  52,143  (34,240) (17,775) 

Transfers to the City and County of San Francisco  (60,116) (1,124) (1,148) (58,992) 24  

Net transfers (59,988) 33,244  50,995  (93,232) (17,751) 

Change in net position  (121,401) 26,203  97,360  (147,604) (71,157) 

Net position at beginning of year

Beginning of year, as previously reported  622,668  596,465  654,212  26,203  (57,747) 

Cumulative effect of accounting change —  —  (155,107) * —  155,107  

Beginning of the year as restated 622,668  596,465  499,105  26,203  97,360  

Net position at end of year $ 501,267  622,668  596,465  (121,401) 26,203  

Table 2

Comparative Condensed Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2017, 2016, and 2015

* Cumulative effect of accounting change per GASB Statement No. 68, Accounting and Financial Reporting for Pensions.
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The Enterprise’s total expenses were $563,480, an increase of $102,075 or 22.1% from prior year. Operating 
expenses were $421,827, an increase of $107,041 or 34.0%. The increase was explained by a $79,007 increase in 
personnel services mainly due to pensions, $20,688 in general and administrative and other expenses mainly due 
to $68,296 in reduced capitalization for capital projects, offset by $45,266 reduction in capital and other projects 
expenses, and $2,342 for general and administrative expenses mainly from reductions in judgement and claims 
liability based on actuarial report, and $12,160 in depreciation due to additional capitalized assets being in use. 
These increases were offset by decreases of $2,787 in construction and environmental consulting contractual 
services, $1,695 in services provided by other departments mainly for water assessment fees paid to Hetch 
Hetchy Water, and $332 in materials and supplies for various projects. Interest expenses decreased by $5,183 
mainly due to refunding of various bonds. Amortization of bond premium increased by $180 explained by the 
issuance of 2016 Series A and 2016 Series B bonds. Non-operating expenses increased by $397 mainly due to 
water conservation rebates. 

Net transfers out of $59,988 included a one-time $60,000 transfer to Hetch Hetchy Water to fund various 
upcountry projects, $72 to San Francisco Recreation and Parks Department mainly for water saving 
improvements at Alamo Square Park, and $32 to the Office of the City Administrator for the Surety Bond 
Program, offset by $116 from the City mainly for the San Francisco War Memorial Veterans Building project. 
 
Results of Operations, Fiscal Year 2016 
 
The Enterprise’s total revenues of $454,364 for the year represented a decrease of $24,786 or 5.2% from prior 
year (see Table 2). Decreases included $16,061 of other non-operating revenues, $6,441 from charges for 
services, $2,194 from interest and investment income, and $203 from rents and concessions. These decreases 
were offset by an increase of $113 of other operating revenues. 

Charges for services were $393,582, a decrease of $6,441 or 1.6% from prior year primarily due to a $19,315 
wholesale revenue adjustment and a 10.3% decrease in consumption, offset by adopted rate increases of 28.0% 
for wholesale customers and 12.0% for retail customers beginning July 1, 2015. Rents and concessions were 
$12,081, a decrease of $203 or 1.7% due to lease terminations. Other operating revenues were $13,853, an 
increase of $113 or 0.8% due to a 3% increase in capacity fee rates effective July 1, 2015. Interest and 
investment income was $3,595, a decrease of $2,194 or 37.9% due to lower average cash balances with the City 
Treasury and decline in market value. Other non-operating revenues were $31,253, a decrease of $16,061 or 
33.9% mainly due to prior year’s $8,101 one-time gain from sale of land in Mountain View, California and 
Wawona Street water main break settlement of $11,000. 

The Enterprise’s total expenses were $461,405, an increase of $28,620 or 6.6% from prior year. Operating 
expenses were $314,786, an increase of $17,836 or 6.0%. The increase was explained by an $11,282 increase in 
depreciation expense from increased capitalized assets, $3,835 in personnel services mainly due to cost of living 
adjustments and pensions, $1,265 increase in general and administrative and other expenses mainly due to $703 
increase in community programs and $523 increase for 525 Golden Gate lease payments, $722 increase in 
construction and engineering contractual services, $503 increase in services provided by other departments 
mainly for risk management services, and $229 mainly for building and construction supplies. Interest expenses 
increased by $16,152 due to reduced interest capitalization for capital projects. Amortization of bond premium, 
increased by $2,749. Non-operating expenses decreased by $2,619 mainly due to prior year’s $2,756 write-off of 
non-capitalizable assets. 

Net transfers of $33,244 included $34,168 transfers from the Department of Public Works to fund the Auxiliary 
Water Supply System and Earthquake Safety and Emergency Response projects, and $200 from the General 
Fund for the San Francisco War Memorial Veterans Building project, offset by $617 transferred to the Arts 
Commission for art enrichment, $400 to the Department of Public Works for the United Nations Plaza and 
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Moscone Center expansion projects, $62 to San Francisco Recreation and Parks Department for water saving 
improvements at Alamo Square Park, $31 to the Office of the City Administrator for the Surety Bond Program, 
and $14 to the Human Services Agency for high efficiency toilets. 
 

Capital Assets  
 
The following table summarizes changes in the Enterprise’s capital assets. 

 
 
Capital Assets, Fiscal Year 2017 
 
The Enterprise has net capital assets of $5,053,464 invested in a broad range of utility capital assets as of June 
30, 2017 (see Table 3). The investment in capital assets includes land, facilities, improvements, water treatment 
plants, aqueducts, water transmission, distribution mains, water storage facilities, pump stations, water 
reclamation facilities, machinery, and equipment. The Enterprise’s net revenue and long-term debt are used to 
finance capital investments. Capital assets, net of accumulated depreciation and amortization, increased by 
$154,963 from prior year. Construction work in progress increased by $208,060 primarily due to additions from 
Calaveras Dam Replacement, Regional Groundwater Storage & Recovery, Recycled Water, and Environmental 
Impact projects. Facilities, improvements, machinery, and equipment decreased by $51,891 mainly attributable 
to depreciation. Intangible assets decreased by $1,172 explained by $1,427 amortization mainly relating to 
SFPUC On-Line Invoicing System, offset by additions of $255, of which, $205 was for the SharePoint system 
and $50 for the SFBid.org online contracting system. Land decreased by $34 due to a one-time sale in 
Pleasanton, California. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Facilities, improvements, machinery, and equipment $ 3,826,176  3,878,067  3,442,424  (51,891) 435,643  

Intangible assets 4,671  5,843  7,244  (1,172) (1,401) 

Land 26,777  26,811  26,811  (34) —  

Construction work in progress 1,195,840  987,780  1,176,805  208,060  (189,025) 

Total $ 5,053,464  4,898,501  4,653,284  154,963  245,217  

Table 3

Capital Assets, Net of Accumulated Depreciation and Amortization

As of June 30, 2017, 2016, and 2015



SAN FRANCISCO WATER ENTERPRISE 
Management’s Discussion and Analysis (Unaudited) 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

11 (Continued) 

Major additions to construction work in progress during the year ended June 30, 2017 include the following: 

Major depreciable facilities, improvements, intangible assets, machinery and equipment placed in service, 
including transfers of completed projects from construction work in progress, during the year ended June 30, 
2017 include the following: 

Calaveras Dam Replacement $ 110,946 

Regional Groundwater Storage and Recovery 24,214   

San Francisco Groundwater Supply 11,855   

Recycled Water Project 11,190   

Environmental Impact Project - Habitat Reserve Program 9,886     

Irvington Tunnel Alternatives 8,175     

Water Transmission Program - Peninsula Pipeline Seismic Upgrade Phase 3 7,929     

Auxiliary Water Supply System - New Cisterns 6,428     

Buildings & Grounds (Regional) - Sunol Long Term Improvements 5,849     

Local Water Conveyance/Distribution - New Services 5,589     

Other project additions individually below $5,000 70,257   
Total $ 272,318 

Water Transmission Program - Peninsula Pipeline Seismic Upgrade Phase 3 $ 9,863     

New Irvington Tunnel (West of Calaveras Road) 8,634     

Auxiliary Water Supply System - Cisterns E (5 Cisterns) 7,743     

Local Water Conveyance/Distribution - New Services 5,589     

Other project additions individually below $5,000 33,934   

Total    $ 65,763   

See Note 4 for additional information about Capital Assets.

Water System Improvement Program 

The WSIP delivers capital improvements that enhance the Enterprise’s ability to provide reliable, affordable, 
high-quality drinking water to its 27 wholesale customers and regional retail customers in Alameda, Santa Clara, 
and San Mateo Counties, as well as 800,000 retail customers in San Francisco, in an environmentally sustainable 
manner. The program is structured to cost effectively meet water quality requirements and long-term water 
supply objectives, as well as improve seismic and delivery reliability. 

Overall, $4.3 billion of project appropriations have been expended and WSIP is 94% complete through fiscal 
year ended June 30, 2017. The program consists of 35 local projects located within San Francisco and 52 
regional projects spread over seven different counties from the Sierra Foothills to San Francisco. As of June 30, 
2017, 34 local projects are completed and the target completion date is September 2017. For regional projects, 39 
are completed and the expected completion date is December 2019. Additional details regarding the WSIP 
are available at www.sfwater.org. 
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Capital Assets, Fiscal Year 2016 
 
The Enterprise has net capital assets of $4,898,501 invested in a broad range of utility capital assets as of June 
30, 2016 (see Table 3). The investment in capital assets includes land, facilities, improvements, water treatment 
plants, aqueducts, water transmission, distribution mains, water storage facilities, pump stations, water 
reclamation facilities, machinery, and equipment. The Enterprise’s net revenue and long-term debt are used to 
finance capital investments. Capital assets, net of accumulated depreciation and amortization, increased by 
$245,217 from prior year. Facilities, improvements, machinery, and equipment increased by $435,643 mainly 
attributable to Harry Tracy Water Treatment Plant Long Term Improvements and San Antonio Backup Pipeline 
projects. Construction work in progress decreased by $189,025 primarily due to additional capitalization for 
Harry Tracy Water Treatment Plant Long-Term Improvements and San Antonio Backup Pipeline projects, which 
were placed into service during the fiscal year. The Enterprise recorded an additional $1,540 in intangible assets, 
of which, $931 was for the SFPUC On-Line Invoicing System, $377 for the SFBid.org online contracting 
system, and $232 for the SharePoint system. These additions were offset by $2,941 amortization for a net total of 
$5,843 in intangible assets in fiscal year 2016. 

Major additions to construction work in progress during the year ended June 30, 2016 include the following: 

 
 
Major depreciable facilities, improvements, intangible assets, machinery and equipment placed in service, 
including transfers of completed projects from construction work in progress, during the year ended June 30, 
2016 include the following: 

 
See Note 4 for additional information about Capital Assets. 
 

Calaveras Dam Replacement  $ 121,123 

Regional Groundwater Storage and Recovery 37,277   

Harry Tracy Water Treatment Plant Long-Term Improvements 30,409   

Auxiliary Water Supply System 15,114   

San Francisco Groundwater Supply 11,640   

Peninsula Pipeline Seismic Upgrade 11,040   

Irvington Tunnel Alternatives 10,097   

Recycled Water Project 8,039     

Environmental Impact Project - Habitat Reserve Program 7,531     

Seismic Upgrade Bay Division Pipelines at Hayward Fault Phase 2 5,047     

Other project additions individually below $5,000 88,944   
                             Total $ 346,261 

Harry Tracy Water Treatment Plant Long-Term Improvements  $ 320,638 

San Antonio Backup Pipeline Project 63,824   

Peninsula Pipeline Seismic Upgrade 42,732   

Auxiliary Water Supply System 17,742   

Water Main Replacement 10,311   

New Irvington Tunnel (West of Calaveras Road) 10,266   

Sunol Valley Water Treatment Plant - Chemical Piping Replacement 5,361     

Other items individually below $5,000 70,035   

                             Total $ 540,909 
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The increase of $294,989 in revenue bonds and certificates of participation was due to $1,317,812 from the 
issuance of new bonds and $10 from the amortization of discount, offset by $957,757 from refunding, $43,623 
from bond repayment, and $21,453 amortization of premium. The Enterprise had $120,000 in tax-exempt and 
$25,000 in taxable commercial paper, and $236,000 in taxable commercial paper outstanding as of June 30, 2017 
and 2016, respectively. 

Credit Ratings and Bond Insurance – The Enterprise carried underlying ratings of “Aa3” and “AA-” from 
Moody’s and Standard & Poor’s (S&P) at June 30, 2017 and 2016, respectively. 

Debt Service Coverage – Pursuant to the Amended and Restated Indenture, the Enterprise is required to collect 
sufficient net revenues each fiscal year, together with any Enterprise funds (except Bond Reserve Funds), which 
are available for payment of debt service and are not budgeted to be expended, at least equal to 1.25 times annual 
debt service for said fiscal year. During fiscal years 2017 and 2016, the Enterprise’s net revenues, together with 
fund balances available to pay debt service and not budgeted to be expended, were sufficient to meet the rate 
covenant requirements under the Enterprise’s Amended and Restated Indenture (see Note 8). 

Debt Authorization – Pursuant to the Charter Section 8B.124, the Enterprise can incur indebtedness upon two-
thirds vote of the Board of Supervisors, as approved by voters in Proposition E in November 2002. As of June 
30, 2017, the Board of Supervisors has authorized the issuance of $3,734,700 in revenue bonds under Proposition 
E, with $2,938,900 issued against this authorization. The Enterprise can also incur indebtedness of up to 
$1,628,000 for improvements to the water system pursuant to Proposition A that was approved by the voters in 
November 2002. As of June 30, 2017, $1,348,335 of the $1,628,000 Proposition A authorized bonds were issued. 

2017 2016 2015
2017-2016

Change

2016-2015

Change

Revenue bonds $ 4,554,967  4,257,454  4,298,827  297,513  (41,373) 

Capital appreciation bonds 6,278  5,860  5,471  418  389  

Commercial paper 145,000  236,000  186,000  (91,000) 50,000  

Certificates of participation 109,722  112,246  114,680  (2,524) (2,434) 

Total $ 4,815,967  4,611,560  4,604,978  204,407  6,582  

SAN FRANCISCO WATER ENTERPRISE 
Management’s Discussion and Analysis (Unaudited) 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

Water System Improvement Program 

The $4.8 billion dollar WSIP to upgrade the City of San Francisco’s regional and local drinking water systems is 
90% completed with $4.2 billion of project appropriations expended through fiscal year ended June 30, 2016. 
The program consists of 35 local projects located within San Francisco and 52 regional projects spread over 
seven different counties from the Sierra Foothills to San Francisco. As of June 30, 2016, 34 local projects are 
completed and the target completion date is December 2016. For regional projects, 36 are completed and the 
expected completion date is December 2019. Additional details regarding the WSIP are available 
at www.sfwater.org. 

Debt Administration 

As of June 30, 2017, the Enterprise had $4,815,967 total debt outstanding, an increase of $204,407 over the prior 
year, as shown below in Table 4. More detailed information about the Enterprise’s debt activity is presented in 
Notes 6, 7, and 8 to the financial statements. 

Table 4

Outstanding Debt, Net of Unamortized Costs

As of June 30, 2017, 2016, and 2015
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The Enterprise is also authorized to issue up to $500,000 in commercial paper. In October 2016, the Enterprise 
issued $893,820 of Water 2016 Series AB refunding bonds pursuant to this Board authorization. 

Cost of Debt Capital – The Enterprise’s outstanding long term debt has coupon interest rates ranging from 1.8% 
to 7.0% as of June 30, 2017 and 2016. The Enterprise’s short-term debt has interest rates ranging from 0.1% to 
1.3% during fiscal years 2017 and 2016. 
 

Rates and Charges 
 
Average retail water rate increases of 10.0% and 7.0% have been approved for fiscal years ending June 30, 2017 
and 2018, respectively. Wholesale water rates are adopted annually and the Commission approved 9.3% and no 
increase for fiscal years ending June 30, 2017 and 2018, respectively. 
 
Rate Setting Process 
 
Retail Customers 
Proposition E, as approved by the voters in November 2002, amended the City Charter by adding the new 
Article VIIIB, entitled “Public Utilities,” which changed the Commission’s ability to issue new revenue bonds 
and set retail water rates. For the retail water rate setting, the Commission is required to: 
 

• Establish rates, fees, and charges based on cost of service; 
• Retain an independent rate consultant to conduct cost of service studies at least every five years; 
• Consider establishing new connection fees; 
• Consider conservation incentives and lifeline rates; 
• Adopt a rolling five-year forecast annually; and 
• Establish a Rate Fairness Board. 

 
Pursuant to the City and County of San Francisco Charter Section 8B.125, an independent rate study is 
performed at least once every five years. A rate study was completed in April 2014 and resulted in an approved 
four-year retail rate increase by the Commission on May 13, 2014. The retail rates are effective July 1, 2014 
through fiscal year 2018. In compliance with City Charter section 8B.125, a new rate study commenced in July 
2016 to examine the revenue requirement and cost of service of the Water and Wastewater Enterprises beyond 
fiscal year 2018. This rate study will result in a recommendation to the Commission in the spring of 2018 for 
retail rates effective July 1, 2018. 

Wholesale Customers 
The WSA prescribes the rate setting process for the wholesale water rates. The WSA has a 25-year term, 
beginning on July 1, 2009, with two 5-year extension options. The contract changed the rate basis by which the 
wholesale rates and revenues are determined from a “utility basis” to a “cash basis,” resulting in the repayment of 
the cost of capital over the life of the debt funding of those assets rather than the life of the asset. The WSA 
requires the rate be calculated and set annually and include a reconciliation between prior year revenues and 
expenses. Refer to Note 9 of the notes to financial statements for further discussion on the balancing account of 
the wholesale customers. 
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The following table is the Enterprise’s ten-year average rate adjustments: 

Request for Information 

This report is designed to provide our citizens, customers, investors, and creditors with an overview of the 
Enterprise’s finances and to demonstrate the Enterprise’s accountability for the money it receives. Questions 
regarding any of the information provided in this report or requests for additional financial information should be 
addressed to San Francisco Public Utilities Commission, Chief Financial Officer, 525 Golden Gate Avenue, 
13th Floor, San Francisco, CA 94102. This report is available at http://www.sfwater.org/index.aspx?page=347. 

July 1, 2009 1 15.0              2    % 15.7              %

July 1, 2010 15.0              2    15.2              

July 1, 2011  12.5              2    38.4              

July 1, 2012  12.5              2    11.4              

July 1, 2013  6.5 2    (16.4)             

July 1, 2014  12.0              3    19.6              

July 1, 2015  12.0              3    28.0              

July 1, 2016  10.0              3    9.3 

July 1, 2017  7.0 3    - 4

July 1, 2018 11.0              5    - 5

1    

2    

3    

4    

5    

Retail Wholesale

Wholesale rates are adopted annually, there was no rate increase for wholesale customers effective July 1, 2017

Four-year rate increases for retail customers adopted effective July 1, 2014 through June 30, 2018

July 1, 2009 was the first  year of the WSA

Five-year rate increases for retail customers adopted effective July 1, 2009 through June 30, 2014

Projected rate from the 10-year financial plan

Ten-year Average Rate Adjustments

Effective Date:
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2017 2016

Assets

Current assets:

Cash and investments with City Treasury $ 319,162  323,916  

Cash and investments outside City Treasury 34  136  

Receivables:

Charges for services (net of allowance for doubtful accounts of $2,251

as of June 30, 2017 and $2,198 as of June 30, 2016) 54,425  44,037  

Due from other City departments 632  446  

Due from other governments 150  1,646  

Interest 475  261  

Total current receivables 55,682  46,390  

Prepaid charges, advances, and other receivables, current portion 1,207  1,395  

Inventory 7,436  7,346  

Restricted cash and investments outside City Treasury, current portion 107,188  192,814  

Total current assets 490,709  571,997  

Non-current assets:

Restricted cash and investments with City Treasury 100,701  123,328  

Restricted interest and other receivable (net of allowance for doubtful

 accounts of $48 as of June 30, 2017 and $0 as of June 30, 2016) 4,100  4,512  

Charges for services, less current portion 839  824  

Capital assets not being depreciated and amortized 1,223,296  1,015,270  

Capital assets, net of accumulated depreciation and amortization 3,830,168  3,883,231  

Prepaid charges, advances, and other receivables, less current portion 3,451  6,289  

Prepaid bond insurance costs, net of accumulated amortization —  201  

Total non-current assets 5,162,555  5,033,655  

Total assets 5,653,264  5,605,652  

Deferred outflows of resources

Unamortized loss on refunding of debt 126,805  36,184  

Pensions 105,357  32,695  

Total deferred outflows of resources 232,162  68,879  

Liabilities

Current liabilities:

Accounts payable 7,268  16,319  

Accrued payroll 6,483  5,725  

Accrued vacation and sick leave, current portion 6,166  5,924  

Accrued workers’ compensation, current portion 1,612  1,551  

Due to other City departments 7  786  

Damage claims liability, current portion 3,616  6,094  

Unearned revenues, refunds, and other 17,041  16,716  

Bond and loan interest payable 36,615  36,348  

Revenue bonds, current portion 48,875  41,615  

Certificates of participation, current portion 2,431  2,313  

Commercial paper 145,000  236,000  

Wholesale balancing account, current portion 8,214  8,088  

Current liabilities payable from restricted assets 31,580  47,587  

Total current liabilities 314,908  425,066  

Long-term liabilities:

Other post-employment benefits obligations 121,330  111,546  

Net pension liability 259,956  108,024  

Accrued vacation and sick leave, less current portion 4,845  4,532  

Accrued workers’ compensation, less current portion 7,477  7,263  

Damage claims liability, less current portion 7,122  10,806  

Revenue bonds, less current portion 4,506,092  4,215,839  

Capital appreciation bonds 6,278  5,860  

Certificates of participation, less current portion 107,291  109,933  

Wholesale balancing account, less current portion 35,257  13,451  

Pollution remediation obligation 2,468  2,966  

Total long-term liabilities 5,058,116  4,590,220  

Total liabilities 5,373,024  5,015,286  

Deferred inflows of resources

Related to pensions 11,135  36,577  

Total deferred inflows of resources 11,135  36,577  

Net position

Net investment in capital assets 495,868  543,327  

Restricted for debt service 10,989  12,122  

Restricted for capital projects 37,904  40,743  

Unrestricted (43,494) 26,476  

Total net position $ 501,267  622,668  

See accompanying notes to financial statements.
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2017 2016

Operating revenues:

Charges for services $ 438,207  393,582  

Rents and concessions 8,813  12,081  

Capacity fees 1,432  2,087  

Other revenues 11,879  11,766  

Total operating revenues 460,331  419,516  

Operating expenses:

Personnel services 182,034  103,027  

Contractual services 10,664  13,451  

Materials and supplies 12,564  12,896  

Depreciation and amortization 118,826  106,666  

Services provided by other departments 59,173  60,868  

General and administrative and other 38,566  17,878  

Total operating expenses 421,827  314,786  

Operating income 38,504  104,730  

Non-operating revenues (expenses):

Federal and state grants —  1,720  

Interest and investment income 4,331  3,595  

Interest expenses (148,075) (153,258) 

Amortization of premium, discount, refunding loss, and issuance costs 9,029  8,849  

Net gain from sale of assets 6,407  9  

Other non-operating revenues 30,998  29,524  

Other non-operating expenses (2,607) (2,210) 

Net non-operating expenses (99,917) (111,771) 

Change in net position before transfers (61,413) (7,041) 

Transfers from the City and County of San Francisco 128  34,368  

Transfers to the City and County of San Francisco (60,116) (1,124) 

Net transfers (59,988) 33,244  

Change in net position (121,401) 26,203  

Net position at beginning of year 622,668  596,465  

Net position at end of year $ 501,267  622,668  

See accompanying notes to financial statements.  
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2017 2016

Cash flows from operating activities:  
Cash received from customers, including cash deposits $ 464,244  419,841  
Cash received from tenants for rent  11,945  12,285  
Cash paid to employees for services  (114,537) (113,188) 
Cash paid to suppliers for goods and services  (133,655) (106,441) 
Cash paid for judgments and claims  (4,598) (11,561) 

Net cash provided by operating activities  223,399  200,936  

Cash flows from non-capital financing activities:
Cash received from grants  1,496  117  
Cash received from settlements  800  —  
Cash received from miscellaneous revenues 6,067  5,262  
Cash paid for rebates and program incentives (2,607) (2,211) 
Transfers (to) from the City and County of San Francisco  (59,988) 33,244  

Net cash (used in) provided by non-capital financing activities  (54,232) 36,412  

Cash flows from capital and related financing activities:
Proceeds from sale of capital assets  6,407  9  
Proceeds from bond issuance, net of premium, discount, refunding loss,

and issuance costs  1,191,788  —  
Proceeds from commercial paper borrowings  145,736  50,000  
Principal paid on commercial paper  (236,736) —  
Principal paid on long-term debt  (973,571) (31,894) 
Interest paid on long-term debt  (199,196) (218,777) 
Interest paid on commercial paper  (829) (502) 
Issuance cost paid on long-term debt (996) —  
Acquisition and construction of capital assets  (243,231) (294,033) 
Federal interest income subsidy from Build America Bonds 24,158  24,240  

Net cash (used in) capital and related financing activities  (286,470) (470,957) 

Cash flows from investing activities:  
Interest income received  4,442  4,230  
Proceeds from sale of investments outside City Treasury  454,457  281,532  
Purchase of investments outside City Treasury  (520,024) (199,584) 

Net cash (used in) provided by investing activities  (61,125) 86,178  
Decrease in cash and cash equivalents  (178,428) (147,431) 

Cash and cash equivalents:  
Beginning of year  640,129  787,560  

End of year $ 461,701  640,129  

Reconciliation of cash and cash equivalents to the statement of net position:
Cash and investments with City Treasury:

Unrestricted $ 319,162  323,916  
Restricted  100,701  123,328  

Cash and investments outside City Treasury:  
Unrestricted  34  136  
Restricted 107,188  192,814  

Less: Restricted (with maturity more than 90 days - see table in Note 3)  (65,567) —  
Less: Unrealized (gain) loss on investments  183  (65) 

Cash and cash equivalents at end of year on $ 461,701  640,129  
     statements of cash flows        
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2017 2016

Reconciliation of operating income to net cash provided by
operating activities:

Operating income $ 38,504  104,730  
Adjustments to reconcile operating income to 

net cash provided by operating activities:
Depreciation and amortization 118,826  106,666  
Provision for uncollectible accounts 101  179  
Write-off of capital assets and other non-cash items 2,448  423  
Changes in operating assets and liabilities:

Receivables:
Charges for services (10,456) (8,724) 
Prepaid charges, advances, and other 3,285  (409) 
Due from other City departments (186) (68) 

Inventory (90) 378  
Accounts payable (9,051) (826) 
Accrued payroll 758  935  
Other post-employment benefits obligations 9,784  7,283  
Pension obligations 53,828  (19,785) 
Accrued vacation and sick leave 555  (309) 
Accrued workers’ compensation 275  (448) 
Due to other City departments (779) 707  
Wholesale balancing account 21,932  19,315  
Pollution remediation obligation (498) (7,932) 
Damage claims liability (6,162) (2,810) 
Unearned revenues, refunds, and other liabilities 325  1,631  

Total adjustments 184,895  96,206  

Net cash provided by operating activities $ 223,399  200,936  

Noncash transactions:

Accrued capital asset costs $ 31,580  47,587  

Interfund payable 7  786  

See accompanying notes to financial statements.
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(1) Description of Reporting Entity 

The San Francisco Water Enterprise (the Enterprise) was established in 1930 under the provisions of the 
Charter of the City and County of San Francisco (the City). The Enterprise acquired the fully developed, 
mature water works for San Francisco on March 3, 1930. Since then, the City has operated and maintained 
the water works as the San Francisco Water Enterprise. The Board of Supervisors of the City has adopted 
resolutions (the Water Resolutions) providing for the issuance of various water revenue and refunding 
bond series. The Water Resolutions require the City to keep separate books of records and accounts of the 
Enterprise. The Enterprise, which consists of a system of reservoirs, storage tanks, water treatment plants, 
pump stations, and pipelines, is engaged in the distribution of water to San Francisco and certain suburban 
areas. In fiscal year 2017, the Enterprise sold approximately 63,717 million gallons, i.e., about 175 million 
gallons per day of water, to approximately 2.7 million people within San Francisco and certain suburban 
areas. 

The San Francisco Public Utilities Commission (the Commission), established in 1932, is responsible for 
providing operational oversight of the public utility enterprises of the City, which include the Enterprise 
along with the City’s power and sewer utilities (i.e., Hetch Hetchy Water and Power and CleanPowerSF, of 
which the Power Enterprise is a component, and the San Francisco Wastewater Enterprise). The 
Commission is responsible for determining such matters as the rates and charges for services, approval of 
contracts, and organizational policy.  

Until August 1, 2008, the Commission consisted of five members, all appointed by the Mayor. Proposition 
E, a City Charter amendment approved by the voters in the June 3, 2008 election, terminated the terms of 
all five existing members of the Commission, changed the process for appointing new members, and set 
qualifications for all members. Under the amended Charter, the Mayor continues to nominate candidates to 
the Commission, but nominees do not take office until the Board of Supervisors votes to approve their 
appointments by a majority (at least six members). The amended Charter provides for staggered four-year 
terms for the Commission members and requires them to meet the following qualifications: 

• Seat 1 must have experience in environmental policy and an understanding of environmental justice 
issues. 

• Seat 2 must have experience in ratepayer or consumer advocacy. 

• Seat 3 must have experience in project finance. 

• Seat 4 must have expertise in water systems, power systems, or public utility management. 

• Seat 5 is an at-large member. 

The SFPUC is a department of the City, and as such, the financial operations of the Enterprise, Hetch 
Hetchy Water and Power and CleanPowerSF, and the Wastewater Enterprises are included in the 
Comprehensive Annual Financial Report of the City as enterprise funds. These financial statements are 
intended to present only the financial position, and the changes in financial position and cash flows of only 
that portion of the City that is attributable to the transactions of the Enterprise. They do not purport to, and 
do not, present fairly the financial position of the City as of June 30, 2017 and 2016, the changes in its 
financial position, or, where applicable, the cash flows for the years then ended, in conformity with U.S. 
generally accepted accounting principles (GAAP). 
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(2) Significant Accounting Policies 

(a) Basis of Accounting and Measurement Focus 

The accounts of the Enterprise are organized on the basis of a proprietary fund type and are included 
as an enterprise fund of the City. The activities of this Enterprise are accounted for with a separate 
set of self-balancing accounts that comprise the Enterprise’s assets, deferred outflows, liabilities, 
deferred inflows, net position, revenues, and expenses. Enterprise funds account for activities (i) that 
are financed with debt that is secured solely by a pledge of the net revenues from fees and charges of 
the activity; or (ii) that are required by laws or regulations that the activity’s costs of providing 
services, including capital costs (such as depreciation or debt service), be recovered with fees and 
charges, rather than with taxes or similar revenues; or (iii) that the pricing policies of the activity 
establish fees and charges designed to recover its costs, including capital costs (such as depreciation 
or debt service). 

The financial activities of the Enterprise are accounted for on a flow of economic resources 
measurement focus, using the accrual basis of accounting in accordance with U.S. GAAP. Under this 
method, all assets and liabilities associated with its operations are included on the statement of net 
position; revenues are recognized when earned, and expenses are recognized when liabilities are 
incurred. Operating revenues are defined as charges to customers, rental income, and capacity fees. 

The Enterprise applies all applicable Governmental Accounting Standards Board (GASB) 
pronouncements. 

(b) Cash and Cash Equivalents 

The Enterprise considers its pooled cash and investments held with the City Treasury to be demand 
deposits and, therefore, cash and cash equivalents for financial reporting. The City Treasury also 
holds non-pooled cash and investments for the Enterprise. Non-pooled restricted deposits and 
investments held outside the City Treasury with original maturities of three months or less are also 
considered to be cash equivalents. 

(c) Investments 

Money market funds are carried at cost, which approximates fair value. All other investments are 
stated at fair value based on quoted market prices. Changes in fair value are recognized as 
investment gains or losses and are recorded as a component of non-operating revenues. 

(d) Inventory 

Inventory consists primarily of construction materials and maintenance supplies and is valued at 
average cost. Inventory is expensed as it is consumed. 

(e) Capital Assets 

Capital assets are defined as assets with an initial individual cost of more than $5 and an estimated 
useful life in excess of one year. Capital assets with an original acquisition date prior to July 1, 1977 
are recorded in the financial statements at estimated cost, as determined by an independent 
professional appraisal, or at cost, if known. All subsequent acquisitions have been recorded at cost. 
All donated capital assets are valued at acquisition value at the time of donation. Depreciation and 
amortization are computed using the straight-line method over the estimated useful lives of the 
related assets, which range from 1 to 75 years for equipment and 1 to 200 years for buildings, 
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structures, and improvements. No depreciation or amortization is recorded in the year of acquisition, 
and depreciation or amortization is recorded in the year of disposal. 

(f) Intangible Assets 

Under GASB Statement No. 51, Accounting and Financial Reporting for Intangible Assets, 
intangible assets are defined as identifiable, non-financial assets capable of being separated, sold, 
transferred, or licensed, and include contractual or legal rights. Examples of intangible assets include 
rights-of-way easements, land use rights, water rights, licenses, and permits. The accounting 
pronouncement also provides guidance on the capitalization of internally generated intangible assets, 
such as the development and installation of computer software by or on behalf of the reporting entity. 

According to the standard, the Enterprise is required to capitalize intangible assets with a useful life 
extending beyond one reporting period. The Enterprise has established a capitalization threshold of 
$100. GASB Statement No. 51 also requires amortization of intangible assets over the benefit period, 
except for certain assets having an indefinite useful life. Assets with an indefinite useful life 
generally provide a benefit that is not constrained by legal or contractual limitations or any other 
external factor and, therefore, are not amortized (see Note 4). 

(g) Construction Work in Progress 

The cost of acquisition and construction of major plant and equipment is recorded as construction 
work in progress. Costs of discontinued construction projects are recorded as an expense in the year 
in which the decision is made to discontinue such projects. 

(h) Capitalization of Interest 

A portion of the interest cost incurred on capital projects is capitalized for assets that require a period 
of time to construct or to otherwise prepare them for their intended use. Such amounts are amortized 
over the useful lives of the assets (see Note 4). 

(i) Bond Discount, Premium, and Issuance Costs 

Bond issuance costs related to prepaid insurance costs are capitalized and amortized using the 
effective interest method. Other bond issuance costs are expensed when incurred. Original issue 
bond discount or premium is offset against the related debt and is also amortized using the effective 
interest method. 

(j) Accrued Vacation and Sick Leave 

Accrued vacation pay, which may be accumulated up to 10 weeks per employee, is charged to 
expense as earned. Sick leave earned subsequent to December 6, 1978 is non-vesting and may be 
accumulated up to six months per employee. 

(k) Workers’ Compensation 

The Enterprise is self-insured for workers’ compensation claims and accrues the estimated cost of 
those claims, including the estimated cost of incurred but not reported claims (see Note 12(c)). 
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(l) General Liability 

The Enterprise is self-insured for general liability and uninsurable property damage claims. 
Commercially uninsurable property includes assets that are underground or provide transmission and 
distribution. Maintained commercial coverage does not cover claims attributed to loss from 
earthquake, contamination, pollution remediation efforts, and other specific naturally occurring 
contaminants such as mold. The liability represents an estimate of the cost of all outstanding claims, 
including adverse loss development and estimated incurred but not reported claims (see Note 12(a)). 

(m) Arbitrage Rebate Payable 

Certain bonds are subject to arbitrage rebate requirements in accordance with regulations issued by 
the U.S. Treasury Department. The requirements generally stipulate that earnings from the 
investment of the tax-exempt bond proceeds that exceed related interest costs on the bonds must be 
remitted to the federal government on every fifth anniversary of each bond issue. The arbitrage 
rebate liability was $0 at June 30, 2017 and 2016. 

(n) Refunding of Debt 

Gains or losses occurring from refunding of debt prior to maturity are reported as deferred outflows 
and deferred inflows of resources from refunding of debt. Deferred outflows and deferred inflows of 
resources are recognized as a component of interest expense using the effective interest method over 
the remaining life of the old debt or the life of the new debt, whichever is shorter. 

(o)  Income Taxes 

As a department of a government agency, the Enterprise is exempt from both federal income taxes 
and California state franchise taxes. 

(p) Revenue Recognition 

Water service charges are based on water usage as determined by the Enterprise. Effective July 
2013, the majority of residential and non-residential customers are billed on a monthly basis except 
for building and contractor customers, which are billed on a bi-monthly basis. Revenues earned but 
unbilled are accrued as charges for services and reflected as a receivable on the statements of net 
position. 

(q) Use of Estimates 

The preparation of financial statements in conformity with U.S. GAAP requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and the 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those 
estimates. 

(r) Accounting and Financial Reporting for Pollution Remediation Obligations 

According to GASB Statement No. 49, Accounting and Financial Reporting for Pollution 
Remediation Obligations, a government would have to estimate its expected outlays for pollution 
remediation if it knows a site is polluted, and any of the following recognition triggers occur: 
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• Pollution poses an imminent danger to the public or environment and a government has little or 
no discretion to avoid fixing the problem; 

• A government has violated a pollution prevention-related permit or license; 
• A regulator has identified (or evidence indicates it will identify) a government as responsible (or 

potentially responsible) for cleaning up pollution, or for paying all or some of the cost of the 
cleanup; 

• A government is named (or evidence indicates that it will be named) in a lawsuit to compel it to 
address the pollution; or 

• A government begins or legally obligates itself to begin cleanup or post-cleanup activities 
(limited to amounts the government is legally required to complete). 

As a part of ongoing operations, situations may occur requiring the removal of pollution or other 
hazardous material. These situations typically arise in the process of acquiring an asset, preparing an 
asset for its intended use, or during the design phase of projects under review by the project 
managers. Other times, pollution may arise during the implementation and construction of a major or 
minor capital project. Examples of pollution may include, but are not limited to: asbestos or lead 
paint removal, leaking of sewage in underground pipes or neighboring areas, chemical spills, 
removal and disposal of known toxic waste, harmful biological and chemical pollution of water, or 
contamination of surrounding soils by underground storage tanks (see Note 13(d)). 

(s) New Accounting Standards Adopted in Fiscal Year 2017 

1) In June 2015, the GASB issued Statement No. 73, Accounting and Financial Reporting for 
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and 
Amendments to Certain Provisions of GASB Statements 67 and 68. GASB Statement No. 73 
addresses accounting and financial reporting for pensions provided by governments that are not 
within the scope of GASB 68. The new standard is effective for periods beginning after June 15, 
2016. The Enterprise adopted the provisions of this Statement, which did not have a significant 
impact on its financial statements. 

 
2) In August 2015, the GASB issued Statement No. 77, Tax Abatement Disclosures. GASB 

Statement No. 77 establishes financial reporting standards for tax abatement agreements entered 
into by state and local governments. The new standard is effective for periods beginning after 
December 15, 2015. The Enterprise adopted the provisions of this Statement, which did not have 
a significant impact on its financial statements. 

 
3) In December 2015, the GASB issued Statement No. 78, Pensions Provided through Certain 

Multiple Employer Defined Benefit Pension Plans. GASB Statement No. 78 establishes 
accounting and financial reporting standards for defined benefit pensions provided by state or 
local governments through a cost sharing plan that meets the criteria of Statement No. 68 and is 
not a state or local governmental pension plan. The new standard is effective for periods 
beginning after December 15, 2015. The Enterprise adopted the provisions of this Statement, 
which did not have a significant impact on its financial statements. 

(t) GASB Statements Implemented in Fiscal Year 2016 

1) In fiscal year 2016, the Enterprise adopted GASB Statement No. 72, Fair Value Measurement 
and Application, which requires the Enterprise to use valuation techniques which are appropriate 
under the circumstances and are consistent with the market approach, cost approach or the 
income approach. GASB Statement No. 72 establishes a hierarchy of inputs used to measure fair 
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value consisting of three levels. Level 1 inputs are quoted prices in active markets for identical 
assets or liabilities. Level 2 inputs are inputs other than quoted prices included within Level 1 
that are observable for the asset or liability, either directly or indirectly. Level 3 inputs are 
unobservable inputs. The Statement also contains note disclosure requirements regarding the 
hierarchy of valuation inputs and techniques used for the fair value measurements (see Note 3). 
For those investments held with the City Treasury, the City discloses the requirements regarding 
the hierarchy of valuation inputs and techniques used for the fair value measurements at the 
Citywide level. However, such disclosure is not required at the department level for those 
investments held with the City Treasury. 

 
2) GASB Statement No. 82, Pension Issues-an amendment of GASB Statements No. 67, No. 68, and 

No. 73, issued in March 2016 addresses issues regarding (1) the presentation of payroll-related 
measures in required supplementary information, (2) the selection of assumptions and the 
treatment of deviations from the guidance in an Actuarial Standard of Practice for financial 
reporting purposes, and (3) the classification of payments made by employers to satisfy 
employee (plan member) contribution requirements. The new standard is effective for periods 
beginning after June 15, 2016 and the City elected early implementation in fiscal year 2016. 
While there was an impact to the City’s financial statements, there was no impact on the 
Enterprise’s financial statements in fiscal year 2016. 

(u) Future Implementation of New Accounting Standards 

1) In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefit Other Than Pension Plans. GASB Statement No. 75 revises and 
establishes new accounting and financial reporting requirements for governments that provides 
their employees with other postemployment benefits other than pensions (OPEB). The new 
standard is effective for periods beginning after June 15, 2017. The Enterprise will implement 
the provisions of Statement No. 75 in fiscal year 2018. 
 

2) In March 2016, the GASB issued Statement No. 81, Irrevocable Split Interest Agreements. 
GASB Statement No. 81 establishes accounting and financial reporting standards for irrevocable 
split interest agreement created through trusts in which a donor irrevocably transfers resources to 
an intermediary. The new standard is effective for periods beginning after December 15, 2016. 
The Enterprise will implement the provisions of Statement No. 81 in fiscal year 2018. 

 
3) In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. 

GASB Statement No. 83 establishes accounting and financial reporting standards for certain 
asset retirement obligations (AROs). The new standard is effective for periods beginning after 
June 15, 2018. The Enterprise will implement the provisions of Statement No. 83 in fiscal year 
2019. 

 
4) In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. GASB Statement No. 

84 establishes criteria for state and local governments to identify fiduciary activities and how 
those activities should be reported. The new standard is effective for periods beginning after 
December 15, 2018. The Enterprise will implement the provisions of Statement No. 84 in fiscal 
year 2020. 

 
5) In March 2017, the GASB issued Statement No. 85, Omnibus 2017. GASB Statement No. 85 

addresses practice issues identified during the implementation and application of certain GASB 
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Statements. The new standard is effective for periods beginning after June 15, 2017. The 
Enterprise will implement the provisions of Statement No. 85 in fiscal year 2018. 

 
6) In May 2017, the GASB issued Statement No. 86, Certain Debt Extinguishment Issues. GASB 

Statement No. 86 improves accounting and financial reporting for in-substance defeasance of 
debt using existing resources other than proceeds of refunding debt. The new standard is 
effective for periods beginning after June 15, 2017. The Enterprise will implement the provisions 
of Statement No. 86 in fiscal year 2018. 

 
7) In June 2017, the GASB issued Statement No. 87, Leases. GASB Statement No. 87 establishes a 

single model for lease accounting and requires reporting of certain lease liabilities that currently 
are not reported. The new standard is effective for periods beginning after December 15, 2019. 
The Enterprise will implement the provisions of Statement No. 87 in fiscal year 2021. 

 

(3) Cash, Cash Equivalents, and Investments 

The Enterprise’s cash, cash equivalents, and investments with the City Treasury are invested in an unrated 
City pool pursuant to investment policy guidelines established by the City Treasurer. The objectives of the 
policy guidelines are, in order of priority, preservation of capital, liquidity, and yield. The policy addresses 
soundness of financial institutions in which the City will deposit funds, types of investment instruments as 
permitted by the California Government Code, and the percentage of the portfolio that may be invested in 
certain instruments with longer terms to maturity. The City Treasurer allocates income from the investment 
of pooled cash at month-end in proportion to the Enterprise’s average daily cash balances. The primary 
objectives of the Enterprise’s investment policy are consistent with the City’s policy. 

Restricted assets are held by an independent trustee outside the City’s investment pool. The assets are held 
for the purpose of paying future interest and principal on the bonds and for eligible capital project 
expenditures. The current and non-current balances as of June 30, 2017 and 2016 were $107,188 and 
$192,814, respectively. The Enterprise held all investments in guaranteed investment contracts, treasury 
and government obligations, commercial paper, corporate bonds, and notes, as well as money market 
mutual funds consisting of Treasury and Government Obligations. 

Funds held by the trustee established under the 2002 Amended and Restated Indentures agreements are 
invested in “Permitted Investments,” as defined in the agreement, which includes money market funds and 
investment agreements. The agreement permits investment in money market funds registered under the 
Federal Investment Company Act of 1940 whose shares are registered under the Federal Securities Act of 
1933 and have a rating by S&P of “AAAm-G,” “AAAm,” or “AAm,” and a rating by Moody’s of “Aaa,” 
“Aa1,” or “Aa2”. The credit ratings of the money market funds invested in as of June 30, 2017 were “Aaa-
mf” and “P-1” by Moody’s, and “AAAm” and “A-1+” by S&P. The credit ratings of the money market 
funds invested in as of June 30, 2016 were “Aaa” by Moody’s and “AAA” by S&P. Investment agreements 
must be with a U.S. bank or trust company that have a rating by Moody’s and S&P of “A” or higher, or are 
guaranteed by any entity with a rating of “A” or higher, at the time the agreement is entered. 

The Enterprise categorizes its fair value measurements within the fair value hierarchy established by 
GAAP. The hierarchy is based on the valuation inputs used to measure fair value of the assets. Level 1 
inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other 
observable inputs; and Level 3 inputs are significant unobservable inputs. The inputs and techniques used 
for valuing securities are not necessarily an indication of risk associated with investing in those securities. 
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The following tables present the restricted and unrestricted cash and investments outside City Treasury as 
of June 30, 2017 and 2016: 
 

 
 

 

Commercial paper is valued using a variety of techniques such as matrix pricing; market corroborated 
pricing inputs such as yield curve, indices, and other market related data. Commercial paper, money 
market investments, and cash and cash equivalents are exempt from fair value treatment under GASB 
Statement No. 72. 

The restricted cash and investments outside City Treasury as of June 30, 2017 and 2016 included a $138 
unrealized gain due to changes in fair value on commercial paper and $133 unrealized gain due to changes 
in fair values on U.S. Treasury Notes and U.S. Agencies, respectively. 

Additional cash outside of the investment pool included revolving fund and cash in transit. The revolving 
fund has a balance of $33 at June 30, 2017 and 2016, which is held in a commercial bank in non-interest 
bearing checking accounts covered by Federal Deposit Insurance Corporation depository insurance. These 
accounts were established as provided by the City’s Administrative Code for revolving fund needs. The 
cash in transit was $1 and $103 at June 30, 2017 and 2016, respectively. 

Credit Ratings

Investments 

exempt from

Quoted prices 

in active 

markets for 

identical assets

Significant 

other 

observable 

inputs

Unobservable 

Inputs

(S&P/Moody's) Maturities Fair Value fair value (Level 1) (Level 2) (Level 3)

  

 A-1+/P-1 October 31, 2017 $ 65,567  65,567  —  —  —  

U.S. Treasury Money Market Funds AAAm/Aaa-mf < 90 days 41,603  41,603  —  —  —  

Money Market Funds A-1+/P-1 < 90 days 18  18  —  —  —  

Total Restricted Cash and Investments outside City Treasury $ 107,188  107,188  —  —  —  

  

Cash and Cash Equivalents N/A 34  34  —  —  —  

Total Cash and Investments outside City Treasury $ 34  34  —  —  —  

Fair Value Measurements Using

Commercial Paper

Investments

June 30, 2017

Cash and Investments outside City Treasury

Credit Ratings

Investments 

exempt from

Quoted prices 

in active 

markets for 

identical assets

Significant 

other 

observable 

inputs

Unobservable 

Inputs

(S&P/Moody's) Maturities Fair Value fair value (Level 1) (Level 2) (Level 3)

  

 AA+/Aaa August 31, 2016 $ 26,125  —  26,125  —  —  

 A-1+/P-1 August 23, 2016 12,086  12,086  —  —  —  

Money Market Funds AAAm/Aaa-mf < 90 days 29,012  29,012  —  —  —  

U.S. Treasury Money Market Funds AAAm/Aaa-mf < 90 days 125,591  125,591  —  —  —  

Total Restricted Cash and Investments outside City Treasury $ 192,814  166,689  26,125  —  —  

  

Cash and Cash Equivalents N/A 136  136  —  —  —  

Total Cash and Investments outside City Treasury $ 136  136  —  —  —  

Commercial Paper

Cash and Investments outside City Treasury

Investments

U.S. Treasury Notes

Fair Value Measurements Using

June 30, 2016
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The Enterprise’s cash, cash equivalents, and investments are shown on the accompanying statements of net 
position as follows: 

 

The following table shows the percentage distribution of the City’s pooled investments by maturity: 

 
 
 
 
 
 
 
 
 
 
 
 

2017 2016

Current assets:
Cash and investments with City Treasury $ 319,162  323,916  
Cash and investments outside City Treasury 34  136  
Restricted cash and investments outside City Treasury 107,188  192,814  

Non-current assets:
Restricted cash and investments with City Treasury 100,701  123,328  

Total cash, cash equivalents, and investments $ 527,085  640,194  

Fiscal years 

ended June 30 Under 1 1 to less than 6 6 to less than 12 12 to 60

2017 20.1% 21.2% 18.0% 40.7%

2016 18.4% 23.2% 20.3% 38.1%

Investment maturities (in months)
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(4) Capital Assets 

Capital assets with a useful life of 50 years or greater include buildings and structures, reservoirs, dams, 
treatment plants, pump stations, certain water mains and pipelines, sewer systems, tunnels, and bridges. 

Capital assets as of June 30, 2017 and 2016 consist of the following: 

 

  
* Decrease in construction work in progress includes $423 in capital project write-offs, mainly related to Harry Tracy Treatment Plant, San 
Antonio Pipeline Project, and Peninsula Pipeline Seismic Upgrade. 
 

2016 Increases Decreases 2017

Capital assets not being depreciated and amortized:
Land $ 26,811  —  (34) 26,777  
Intangible assets 679  —  —  679  
Construction work in progress 987,780  272,318  (64,258) * 1,195,840  

Total capital assets not being depreciated and amortized 1,015,270  272,318  (64,292) 1,223,296  

Capital assets being depreciated and amortized:
Facilities and improvements 4,759,140  60,674  —  4,819,814  
Intangible assets 18,214  255  —  18,469  
Machinery and equipment 277,447  4,834  (1,415) 280,866  

Total capital assets being depreciated and amortized 5,054,801  65,763  (1,415) 5,119,149  

Less accumulated depreciation and amortization for:
Facilities and improvements (982,075) (103,422) —  (1,085,497) 
Intangible assets (13,050) (1,427) —  (14,477) 
Machinery and equipment (176,445) (13,977) 1,415  (189,007) 

Total accumulated depreciation and amortization (1,171,570) (118,826) 1,415  (1,288,981) 

Total capital assets being depreciated and amortized, net 3,883,231  (53,063) —  3,830,168  

Total capital assets, net $ 4,898,501  219,255  (64,292) 5,053,464  

* Decrease in construction work in progress includes $2,448 in capital project write-offs, mainly related to Auxiliary Water Supply System, Local Water

Repairs and Replacement, and Building & Grounds Improvements projects.

2015 Increases Decreases 2016

Capital assets not being depreciated and amortized:
Land $ 26,811  —  —  26,811  
Intangible assets 679  —  —  679  
Construction work in progress 1,176,805  346,261  (535,286) * 987,780  

Total capital assets not being depreciated and amortized 1,204,295  346,261  (535,286) 1,015,270  

Capital assets being depreciated and amortized:
Facilities and improvements 4,225,866  533,274  —  4,759,140  
Intangible assets 16,674  1,540  —  18,214  
Machinery and equipment 271,545  6,095  (193) 277,447  

Total capital assets being depreciated and amortized 4,514,085  540,909  (193) 5,054,801  

Less accumulated depreciation and amortization for:
Facilities and improvements (892,418) (89,657) —  (982,075) 
Intangible assets (10,109) (2,941) —  (13,050) 
Machinery and equipment (162,569) (14,068) 192  (176,445) 

Total accumulated depreciation and amortization (1,065,096) (106,666) 192  (1,171,570) 

Total capital assets being depreciated and amortized, net 3,448,989  434,243  (1) 3,883,231  

Total capital assets, net $ 4,653,284  780,504  (535,287) 4,898,501  



SAN FRANCISCO WATER ENTERPRISE 
Notes to Financial Statements 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

 

 30 (Continued) 

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-
November 30, 1989 Financial Accounting Standards Board (FASB) and American Institute of Certified 
Public Accountants (AICPA) Pronouncements, requires that interest expense incurred during construction 
of assets be capitalized. Interest included in the construction work in progress and total interest expense 
incurred during the years ended June 30, 2017 and 2016 are as follows: 

 

During fiscal years ended 2017 and 2016, the Enterprise expensed $2,448 and $423, respectively, related to 
design and planning costs on certain projects. The amounts of the write-offs were recognized as other 
operating expenses in the accompanying statements of revenues, expenses, and changes in net position. 
 

(5) Restricted Assets 

Pursuant to the Indentures, all revenues of the Enterprise (except amounts on deposit in the rebate fund) are 
irrevocably pledged to the punctual payment of debt service on the Water Revenue and Refunding Bonds. 
Accordingly, the revenues of the Enterprise shall not be used for any other purpose while any of its Water 
Revenue and Refunding Bonds are outstanding, except as expressly permitted by the Indentures. Further, 
all revenues shall be deposited by the City Treasurer, by instruction of the Enterprise, in special funds 
designated as the Water Enterprise Revenue Fund (the Water Revenue Fund), which must be maintained in 
the City Treasury. These funds, held at the City Treasury, are recorded in the statement of net position of 
the Enterprise as cash and investments. Deposits in the Water Revenue Fund, including earnings thereon, 
shall be appropriated, transferred, expended, or used for the following purposes pertaining to the financing, 
maintenance, and operation of the Enterprise in accordance with the following priority: 

1. The payment of operation and maintenance expenses for such utility and related facilities; 
2. The payment of pension charges and proportionate payments to such compensation and other 

insurance or outside reserve funds as the Enterprise may establish or the Board of Supervisors 
may require with respect to employees of the Enterprise; 

3. The payment of principal, interest, reserve, sinking fund, and other mandatory funds created to 
secure Revenue Bonds issued by the Enterprise for the acquisition, construction, or extension of 
facilities owned, operated, or controlled by the Enterprise; 

4. The payment of principal and interest on General Obligation Bonds issued by the City for the 
Enterprise’s purposes; 

5. Reconstruction and replacement as determined by the Enterprise or as required by any of the 
Enterprise’s Revenue Bond ordinances duly adopted and approved; and 

6. The acquisition of land, real property, or interest in real property for, and the acquisition, 
construction, enlargement, and improvement of, new and existing buildings, structures, facilities, 
equipment, appliances, and other property necessary or convenient to the development or 
improvement of such utility owned, controlled, or operated by the Enterprise; and for any other 
lawful purpose of the Enterprise, including the transfer of surplus funds pursuant to the Charter. 

2017 2016

Interest expensed $ 148,075  153,258  

Interest included in construction work in progress 49,013  65,076  

Total interest incurred $ 197,088  218,334  
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In accordance with the Indenture, the bond financing program maintains that certain restricted cash and 
investment balances be held in trust. Restricted assets held in trust consisted of the following as of June 30, 
2017 and 2016: 

 

Restricted assets listed above as cash and investments with City Treasury are held in subfund accounts 
within the Water Revenue Fund of the City Treasury. 
 

(6) Short-Term Debt 

The Commission and the Board of Supervisors have authorized the issuance of up to $500,000 in 
commercial paper pursuant to the voter-approved 2002 Proposition E. Prior to June 2014, the $500,000 
commercial paper authorization was comprised of $250,000 pursuant to the voter-approved 2002 
Proposition A, and $250,000 pursuant to the voter-approved Proposition E. As of June 30, 2017 and 2016, 
no commercial paper was outstanding under Proposition A. Amounts outstanding under Proposition E 
were $145,000 and $236,000, respectively. Commercial paper interest rates ranged from 0.1% to 1.3%. 

With maturities up to 270 days, the Enterprise intends to maintain the program by remarketing the 
commercial paper upon maturity over the near-to-medium term, at which time outstanding commercial 

2017 2016

Cash and investments with City Treasury:

Water revenue bond construction fund $ 100,701  123,328  

Cash and investments outside City Treasury:

1991 Capital Appreciation Bond 2,516  2,515  

2009A Water revenue bond fund —  13,710  

2009B Water revenue bond fund —  13,587  

2010ABC Water revenue bond fund 22,497  25,504  

2010D Water revenue bond fund 3,687  3,686  

2010E Water revenue bond fund 20,021  19,848  

2010F Water revenue bond fund —  6,882  

2010G Water revenue bond fund 21,917  21,732  

2011A Water revenue bond fund 1  24,234  

2011B Water revenue bond fund 1,168  1,173  

2011C Water revenue bond fund 1,354  1,359  

2011D Water revenue bond fund 2,235  2,245  

2012A Water revenue bond fund 2,938  27,974  

2012B Water revenue bond fund 782  781  

2012C Water revenue bond fund 4,435  4,433  

2012D Water revenue bond fund 2,405  2,404  

2015A Water revenue refunding bond fund —  57  

2016A Water revenue refunding bond fund 71  —  

2016B Water revenue refunding bond fund 13  —  

2016C Water revenue bond fund 316  —  

2009C Certificates of participation - 525 Golden Gate 1,737  1,736  

2009D Certificates of participation - 525 Golden Gate 6,871  6,868  

Commercial Paper - Tax Exempt 18  —  

Habitat reserve endowment fund 12,206  12,086  

Total cash and investments outside City Treasury 107,188  192,814  

Interest and other receivables:

Water bond construction fund including capacity fee receivables 4,100  4,512  
Total restricted assets $ 211,989  320,654  
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paper will likely be refunded with revenue bonds. This is being done to take advantage of the continued 
low interest rate environment. If the commercial paper interest rates rise to a level that exceeds these 
benefits, the Enterprise will refinance the commercial paper with the long-term, fixed-rate debt. 
 

(7) Changes in Long-Term Liabilities 

Long-term liability activities for the years ended June 30, 2017 and 2016 are as follows:  

 

Maturity Due

Interest (Calendar within

rate * Year) 2016 Additions Reductions 2017 one year

Revenue Bonds:

2006B revenue refunding bonds 2016 $ 78,635  —  (78,635) —  —  

2006C revenue refunding bonds 4.00 – 5.00 2016 24,630  —  (24,630) —  —  

2009A revenue bonds 4.00 – 5.30 2019 324,780  —  (304,570) 20,210  3,325  

2009B revenue bonds 4.00 – 5.00 2019 364,655  —  (344,725) 19,930  5,020  

2010A revenue bonds 2.00 – 5.00   2019 41,965  —  (38,450) 3,515  480  

2010B revenue bonds (Build America) 4.00 – 6.00   2040 417,720  —  (10,625) 407,095  10,905  

2010D revenue refunding bonds 3.00 – 5.00   2021 86,105  —  (10,905) 75,200  11,465  

2010E revenue bonds (Build America) 4.90 – 6.00 2040 344,200  —  —  344,200  —  

2010F revenue bonds 3.00 – 5.50 2021 177,665  —  (147,330) 30,335  3,235  

2010G revenue bonds (Build America)            6.95 2050 351,470  —  —  351,470  —  

2011A revenue bonds 4.30 – 5.00 2041 602,715  —  —  602,715  —  

2011B revenue bonds 3.50 – 5.00 2041 28,525  —  —  28,525  435  

2011C revenue bonds 3.00 – 5.00 2041 30,140  —  —  30,140  —  

2011D revenue refunding bonds 4.00 – 5.00 2028 47,165  —  —  47,165  —  

2012A revenue bonds 4.00 – 5.00 2043 591,610  —  —  591,610  —  

2012B revenue bonds 4.00 – 5.00 2043 16,520  —  —  16,520  —  

2012C1 revenue refunding bonds 4.00 – 5.00 2031 24,180  —  —  24,180  —  

2012C2 revenue refunding bonds 4.00 – 5.00 2032 69,570  —  —  69,570  —  

2012D revenue refunding bonds 1.80 – 5.00 2019 24,040  —  —  24,040  —  

2015A revenue refunding bonds 2.00 – 5.00 2036 429,600  —  —  429,600  —  

2016A revenue refunding bonds 4.00 – 5.00 2039 —  763,005  —  763,005  —  

2016B revenue refunding bonds 1.50 – 5.00 2030 —  130,815  (11,390) 119,425  8,545  

2016C revenue bonds 0.87 – 3.95 2046 —  259,350  —  259,350  5,465  

Less issuance discount —  (191) 10  (181) —  

Add issuance premiums 181,564  164,833  (49,049) 297,348  —  

Total revenue bonds payable 4,257,454  1,317,812  (1,020,299) 4,554,967  48,875  

1991 capital appreciation bonds               0.00 2019 5,860  418  —  6,278  —  

2009C certificates of participation (COPs)     2.00 – 5.00 2022 18,906  —  (2,313) 16,593  2,431  

2009C COPs issuance premiums 841  —  (211) 630  —  

2009D COPs (Build America) 6.36 – 6.49 2041 92,499  —  —  92,499  —  

Other post-employment benefits obligations 111,546  17,849  (8,065) 121,330  —  

Net pension liability 108,024  181,175  (29,243) 259,956  —  

Accrued vacation and sick leave 10,456  10,314  (9,759) 11,011  6,166  

Accrued workers’ compensation 8,814  2,976  (2,701) 9,089  1,612  

Damage claims liability 16,900  9,085  (15,247) 10,738  3,616  

Wholesale balancing account 21,539  21,932  —  43,471  8,214  

Pollution remediation obligation 2,966  —  (498) 2,468  —  

Total $ 4,655,805  1,561,561  (1,088,336) 5,129,030  70,914  

* After adjusting for the federal interest subsidy, the true interest costs for revenue bonds 2010 Series B, E, and G, all issued as Build America Bonds, are 3.9%, 3.8%,

and 4.5%, respectively. After adjusting for the federal interest subsidy, the true interest cost for the certificates of participation 2009 Series D, also issued as Build

America Bonds, is 4.3%.

4.00 % – 5.00 %
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The payments of principal and interest amounts on various bonds are secured by net revenues of the 
Enterprise. 

(a) Capital Appreciation Bonds 

The capital appreciation bonds mature from November 1, 2018 and November 1, 2019. The bonds 
were insured by Municipal Bond Insurance Association (MBIA) and carried “Aaa” and “AAA” 
ratings from Moody’s and S&P, respectively. In February 2009, the bonds were further reinsured by 
National Public Finance Guarantees Corp. (NPFGC) and carried “Baa1” and “A” ratings from 
Moody’s and S&P, respectively. On May 29, 2013, the SFPUC transferred $2,500 to U.S. Bank, 
trustee of the 1991 Series A San Francisco Water Revenue Bonds (the Bonds), for the purpose of 
replacing the debt service reserve surety policy that had been satisfying the reserve requirement of 

Maturity Due

Interest (Calendar within

rate * Year) 2015 Additions Reductions 2016 one year

Revenue Bonds:

2006B revenue refunding bonds 2026 $ 82,850  —  (4,215) 78,635  8,505  

2006C revenue refunding bonds 4.00 – 5.00 2026 27,685  —  (3,055) 24,630  3,190  

2009A revenue bonds 4.00 – 5.30 2039 327,790  —  (3,010) 324,780  3,165  

2009B revenue bonds 4.00 – 5.00 2039 369,195  —  (4,540) 364,655  4,770  

2010A revenue bonds 2.00 – 5.00   2030 42,400  —  (435) 41,965  455  

2010B revenue bonds (Build America) 4.00 – 6.00   2040 417,720  —  —  417,720  10,625  

2010C revenue refunding bonds 5.00 2015 4,190  —  (4,190) —  —  

2010D revenue refunding bonds 3.00 – 5.00   2021 92,100  —  (5,995) 86,105  10,905  

2010E revenue bonds (Build America) 4.90 – 6.00 2040 344,200  —  —  344,200  —  

2010F revenue bonds 3.00 – 5.50 2030 177,665  —  —  177,665  —  

2010G revenue bonds (Build America)             6.95 2050 351,470  —  —  351,470  —  

2011A revenue bonds 4.30 – 5.00 2041 602,715  —  —  602,715  —  

2011B revenue bonds 3.50 – 5.00 2041 28,525  —  —  28,525  —  

2011C revenue bonds 3.00 – 5.00 2041 30,140  —  —  30,140  —  

2011D revenue refunding bonds 4.00 – 5.00 2028 51,420  —  (4,255) 47,165  —  

2012A revenue bonds 4.00 – 5.00 2043 591,610  —  —  591,610  —  

2012B revenue bonds 4.00 – 5.00 2043 16,520  —  —  16,520  —  

2012C1 revenue refunding bonds 4.00 – 5.00 2031 24,180  —  —  24,180  —  

2012C2 revenue refunding bonds 4.00 – 5.00 2032 69,570  —  —  69,570  —  

2012D revenue refunding bonds 1.80 – 5.00 2019 24,040  —  —  24,040  —  

2015A revenue refunding bonds 2.00 – 5.00 2036 429,600  —  —  429,600  —  

For issuance premiums 193,242  —  (11,678) 181,564  —  

Total revenue bonds payable 4,298,827  —  (41,373) 4,257,454  41,615  

1991 capital appreciation bonds               0.00 2019 5,471  389  —  5,860  —  

2009C certificates of participation (COPs)     2.00 – 5.00 2022 21,106  —  (2,200) 18,906  2,313  

2009C COPs issuance premiums 1,075  —  (234) 841  —  

2009D COPs (Build America) 6.36 – 6.49 2041 92,499  —  —  92,499  —  

Other post-employment benefits obligations 104,263  14,691  (7,408) 111,546  —  

Net pension liability 84,374  51,930  (28,280) 108,024  —  

Accrued vacation and sick leave 10,765  9,064  (9,373) 10,456  5,924  

Accrued workers’ compensation 9,262  2,135  (2,583) 8,814  1,551  

Damage claims liability 19,710  2,933  (5,743) 16,900  6,094  

Wholesale balancing account 2,224  19,315  —  21,539  8,088  

Pollution remediation obligation 10,898  —  (7,932) 2,966  —  

Total $ 4,660,474  100,457  (105,126) 4,655,805  65,585  

* After adjusting for the federal interest subsidy, the true interest costs for revenue bonds 2010 Series B, E, and G, all issued as Build America Bonds, are 3.9%, 3.8%,

and 4.5%, respectively. After adjusting for the federal interest subsidy, the true interest cost for the certificates of participation 2009 Series D, also issued as Build

America Bonds, is 4.3%.

4.00 % – 5.00 %
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the bonds. The surety policy had been provided by NPFGC. With this transfer, the surety policy is 
effectively terminated. The amount deposited with the U.S. Bank will continue to satisfy the reserve 
requirement on the bonds. Interest on the capital appreciation bonds is due upon maturity and is 
recognized as annual interest expense over the life of the bonds using the interest method. The 
Enterprise has recognized $6,278 and $5,860 of unpaid principal and interest on the capital 
appreciation bonds as of June 30, 2017 and 2016, respectively, and has reported it as capital 
appreciation bonds in the accompanying statements of net position. 

(b) Water Revenue Refunding Bonds 2006 Series B 

During fiscal year 2006, the Enterprise issued revenue refunding bonds, 2006 Series B in the amount 
of $110,065. The purpose of the bonds is to refund a portion of the 1996 Series A bonds and the 
2001 Series A bonds. The bonds were insured by Syncora (formerly, XL Capital) and carried “Aaa” 
and “AAA” ratings from Moody’s and S&P, respectively. As of June 30, 2017, Syncora was rated 
“Ca” and “NR” by Moody’s and S&P, respectively. The 2006 Series B refunding bonds mature 
serially through 2026 with interest rates ranging from 4.0% to 5.0%. As of June 30, 2017 and 2016, 
the principal amount of 2006 Series B bonds outstanding was $0 and $78,635, respectively. 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee to 
refund, on a current basis, and redeem all of the outstanding 2006 Series B bonds. 

(c) Water Revenue Refunding Bonds 2006 Series C 

During fiscal year 2007, the Enterprise issued revenue refunding bonds, 2006 Series C in the amount 
of $48,730 for the purpose of refunding the remaining portion of the outstanding 1996 Series A 
bonds maturing on and after November 1, 2007 (the Refunded 1996 Series A bonds). The bonds 
were insured by Syncora (formerly XL Capital) and carried “Aaa” and “AAA” ratings from Moody’s 
and S&P, respectively. As of June 30, 2016, Syncora was rated “Ca” and “NR” by Moody’s and 
S&P, respectively. The 2006 Series C refunding bonds mature serially through fiscal year 2027 with 
interest rates ranging from 4.0% to 5.0%. As of June 30, 2017 and 2016, the principal amount of 
2006 Series C bonds outstanding was $0 and $24,630, respectively 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee to 
refund, on a current basis, and redeem all of the outstanding 2006 Series C bonds. 

(d) Water Revenue Bonds 2009 Series A 

On April 16, 2015, the Enterprise issued $429,600 of the 2015 Series A revenue bonds for the 
purpose of refunding $431,860 of the then outstanding 2006 Series A revenue bonds and $39,030 of 
the 2009 Series A revenue bonds. The 2015 bonds bear coupon rates of 2.0% and 5.0% and mature 
serially from 2018 to 2036. The refunded 2009 Series A bonds carried coupon rates of 5.0% and 
matured serially between 2023 and 2026. Although the refunding resulted in the recognition of a 
deferred accounting loss of $6,168, the economic gain was $2,559 or 6.6% of the refunded principal. 
The remaining 2009 Series A bonds not refunded included serial and term bonds with interest rates 
ranging from 4.0% to 5.3%. The Bonds mature through November 1, 2039. 

A portion of the proceeds of the 2015 Series A revenue refunding bonds was deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated April 1, 2015, to 
refund and legally defease a portion of the outstanding 2009 Series A bonds. This deposit, together 
with certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
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The principal and interest on monies held by the escrow agent will be sufficient to refund and legally 
defease the 2009 Series A bonds maturing on November 1, 2023 to and including November 1, 2026. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2009 Series A bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease bonds maturing November 1, 2020 through and 
including November 1, 2022 and November 1, 2026 to and including November 1, 2039. As of June 
30, 2017 and 2016, the principal amount of 2009 Series A bonds outstanding was $20,210 and 
$324,780, respectively. 

(e) Water Revenue Bonds 2009 Series B 

During fiscal year 2010, the Enterprise issued revenue bonds, 2009 Series B in the amount of 
$412,000. The purpose of the bonds is to provide $377,778 in new money for WSIP capital projects, 
with the balance applied to financing costs and a cash-funded debt service reserve. The bonds were 
rated “AA-” and “A1” from S&P and Moody’s, respectively. The bonds include serial and term 
bonds with interest rates varying from 4.0% to 5.0%. The bonds mature through November 1, 2039. 
The 2009 Series B bonds have a true interest cost of 4.5%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. Prepayment proceeds in the amount of $24,014 were deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to 
refund and legally defease a portion of the outstanding 2009 Series B bonds. This deposit, together 
with certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2009 Series B bonds maturing November 1, 2013 through 2018. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2009 Series B bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease all of the maturities of the 2009 Series B bonds 
starting on November 1, 2020 and thereafter. As of June 30, 2017 and 2016, the principal amount of 
2009 Series B bonds outstanding was $19,930 and $364,655, respectively. 

(f) Water Revenue Bonds 2010 Series ABC 

In fiscal year 2010, the Enterprise issued revenue bonds, 2010 Series ABC in the combined principal 
amount of $488,705. The purpose of the bonds is to refund $14,400 of outstanding 2001 Series A 
revenue bonds, to provide $58,748 in proceeds for the Advanced Meter Infrastructure System (AMI) 
Project and to provide $364,757 in new money for WSIP capital projects, with the balance applied to 
financing costs and a cash-funded debt service reserve fund. The bonds were rated “AA-” and “Aa2” 
from S&P and Moody’s, respectively. The bonds included serial and term bonds with interest rates 
ranging from 2.0% to 6.0%. 
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The 2010 Series A Bonds in the par amount of $56,945 were issued as tax-exempt bonds to provide 
funds for the SFPUC’s AMI Project and pay financing costs. The 2010 Series A bonds were issued 
as serial bonds with coupons ranging from 2.0% to 5.0% and have a final maturity of 2030. The 
Series A bonds have a true interest cost of 3.8%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. Prepayment proceeds in the amount of $11,681 were deposited with the 
trustee, acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to 
refund and legally defease a portion of the outstanding 2010 Series A bonds. This deposit, together 
with certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2010 Series A bonds maturing November 1, 2013 through 2018. 

A portion of the proceeds of the 2016 Series B refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2010 Series A bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to redeem all of the maturities of the 2010 Series A bonds starting on 
November 1, 2020 and thereafter. As of June 30, 2017 and 2016, the principal amount of 2010 Series 
A bonds outstanding was $3,515 and $41,965, respectively. 

The 2010 Series B Bonds in the par amount of $417,720 were issued as taxable Build America 
Bonds (with Direct Pay Subsidy) to provide $364,757 in new money for WSIP capital projects and 
pay financing costs. The 2010 Series B bonds were issued as serial and term bonds with coupons 
ranging from 4.0% to 6.0% and have a final maturity of 2040. The Series B bonds have a true 
interest cost (net of federal subsidy) of 3.9%. As of June 30, 2017 and 2016, the principal amount 
outstanding was $407,095 and $417,720, respectively. 

The 2010 Series C Bonds in the par amount of $14,040 were issued to advance refund a portion of 
the outstanding 2001 Series A bonds and pay financing costs. The 2010 Series C bonds were issued 
as serial bonds with 5.0% coupons and a final maturity in November 2015. The Series C bonds have 
a true interest cost of 1.6%. As of June 30, 2017 and 2016, the principal amount outstanding was $0. 

(g) Water Revenue Bonds 2010 Series DE 

In July 2010, the Enterprise issued revenue bonds 2010 Series DE in the combined principal amount 
of $446,925. The purpose of the bonds is to advance refund $31,570 of outstanding 2002 Series A 
revenue bonds and to provide $372,689 in new money for WSIP capital projects, with the balance 
applied to financing costs and a cash-funded debt service reserve fund. The bonds were rated “AA-” 
and “Aa2” from S&P and Moody’s, respectively. The bonds included serial and term bonds with 
interest rates ranging from 3.0% to 6.0%. 

The 2010 Series D Bonds in the par amount of $102,725 were issued as tax-exempt bonds to provide 
$72,243 in new money for WSIP capital projects and $35,080 to advance refund a portion of 
outstanding 2002 Series A revenue bonds. The Series D bonds were issued as serial bonds with 
coupons ranging from 3.0% to 5.0% and have a final maturity of 2021. The Series D bonds have a 
true interest cost of 2.5%. 
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On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $12,360 of the repayment proceeds were deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund 
and legally defease a portion of the outstanding 2010 Series D bonds. BAWSCA repayment funds 
were combined with $165 from the 2010 Series D Capitalized Interest Account. This deposit, 
together with certain other available monies, was held by the escrow agent under the Escrow 
Agreement and invested in non-callable Federal Securities consisting of United States Treasury 
Securities - SLGS. The principal and interest on monies held by the escrow agent will be sufficient 
to partially defease a portion of the 2010 Series D bonds maturing November 1, 2015 through 2017. 
As of June 30, 2017 and 2016, the principal amount of 2010 Series D bonds outstanding was 
$75,200 and $86,105, respectively. 

The 2010 Series E Bonds in the par amount of $344,200 were issued as taxable Build America 
Bonds (with Direct Pay Subsidy) to provide $300,446 in new money proceeds for WSIP capital 
projects. The Series E bonds were issued as serial and term bonds with coupons ranging from 4.9% 
to 6.0% and have a final maturity of 2040. The Series E bonds have a true interest cost (net of federal 
subsidy) of 3.8%. As of June 30, 2017 and 2016, the principal amount of 2010 Series E bonds 
outstanding was $344,200. 

(h) Water Revenue Bonds 2010 Series FG 

In December 2010, the Enterprise issued revenue bonds 2010 Series FG in the combined principal 
amount of $532,430. The purpose of the bonds is to provide $437,980 in new money for WSIP 
capital projects, with the balance applied to financing costs and a cash-funded debt service reserve. 
The bonds were rated “AA-” and “Aa2” from S&P and Moody’s, respectively. The bonds included 
serial and term bonds with interest rates ranging from 3.0% to 6.9%. 

The $180,960 Series F bonds were issued as tax-exempt bonds to provide $149,728 in new money 
for WSIP capital projects. The Series F bonds were issued as serial and term bonds with coupons 
ranging from 3.0% to 5.5% and have a final maturity of 2030. The Series F bonds have a true interest 
cost of 4.8%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $3,646 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2010 Series F bonds. BAWSCA repayment funds were 
combined with $131 from the 2010 Series F Capitalized Interest Account. This deposit, together with 
certain other available monies, was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities consisting of United States Treasury Securities - SLGS. 
The principal and interest on monies held by the escrow agent will be sufficient to partially defease a 
portion of the 2010 Series F bonds maturing November 1, 2017 and 2018. 

A portion of the proceeds of the 2016 Series A refunding bonds was deposited with the trustee, 
acting as escrow agent under the irrevocable Escrow Agreement, dated October 1, 2016, to refund 
and legally defease a portion of the outstanding 2010 Series F bonds. This deposit, together with 
certain other available monies was held by the escrow agent under the Escrow Agreement and 
invested in non-callable Federal Securities. The principal and interest on monies held by the escrow 
agent will be sufficient to refund and legally defease all of the maturities of the 2010 Series F bonds 
starting on November 1, 2021 and thereafter. As of June 30, 2017 and 2016, the principal amount of 
2010 Series F bonds outstanding was $30,335 and $177,665, respectively. 
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The $351,470 Series G bonds were issued as taxable Build America Bonds (with Direct Pay 
Subsidy) to provide $288,252 in new money for WSIP capital projects. The Series G bonds were 
issued as term bonds with a coupon of 7.0% and have a final maturity of 2050. The Series G bonds 
have a true interest cost (net of federal subsidy) of 4.5%. As of June 30, 2017 and 2016, the principal 
amount of 2010 Series G bonds outstanding was $351,470. 

(i) Water Revenue Bonds 2011 Series ABCD  

In August 2011, the Enterprise issued revenue bonds, 2011 Series ABCD in the combined principal 
amount of $720,750. The purpose of the bonds is to provide new money for WSIP capital projects, to 
finance Hetch Hetchy Water Improvements, and to finance the Local Water Main Replacement 
Projects, as well as refund $56,670 of outstanding 2001 Series A and 2002 Series A revenue bonds, 
with the balance applied to financing costs and a cash-funded debt service reserve. The bonds were 
rated “AA-” and “Aa3” from S&P and Moody’s, respectively. The bonds included serial and term 
bonds with interest rates varying from 3.0% to 5.0%. 

The $602,715 Series A bonds were issued as tax-exempt bonds to provide $525,000 in new money 
for WSIP capital projects. The Series A bonds were issued as serial and term bonds with coupons 
ranging from 4.3% to 5.0% and have a final maturity of 2041. The Series A bonds have a true 
interest cost of 4.6%. As of June 30, 2017 and 2016, the principal amount of Series A bonds 
outstanding was $602,715. 

The $28,975 Series B bonds were issued as tax-exempt bonds to provide $27,710 to finance 
improvements to certain up-country water storage and transmission facilities under the jurisdiction of 
Hetch Hetchy Water and Power and CleanPowerSF. The Series B bonds were issued as serial and 
term bonds with coupons ranging from 3.5% to 5.0% and have a final maturity of 2041. The Series B 
bonds have a true interest cost of 4.5%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $515 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2011 Series B bonds. This deposit, together with certain 
other available monies, was held by the escrow agent under the Escrow Agreement and invested in 
non-callable Federal Securities consisting of United States Treasury Securities - SLGS. The principal 
and interest on monies held by the escrow agent will be sufficient to partially defease a portion of the 
2011 Series B bonds maturing November 1, 2017 through 2018. As of June 30, 2017 and 2016, the 
principal amount of 2011 Series B bonds outstanding was $28,525. 

The $33,595 Series C bonds were issued as tax-exempt bonds to provide $33,772 to finance certain 
water main replacement projects within the City. The Series C bonds were issued as serial and term 
bonds with coupons ranging from 3.0% to 5.0% and have a final maturity of 2041. The Series C 
bonds have a true interest cost of 4.4%. 

On February 27, 2013, the Wholesale Water Customers BAWSCA made an early repayment of 
$356,139 to the Enterprise. $3,824 of the repayment proceeds were deposited with the trustee, acting 
as escrow agent under the irrevocable Escrow Agreement, dated February 27, 2013, to refund and 
legally defease a portion of the outstanding 2011 Series C bonds. This deposit, together with certain 
other available monies, was held by the escrow agent under the Escrow Agreement and invested in 
non-callable Federal Securities consisting of United States Treasury Securities - SLGS. The principal 
and interest on monies held by the escrow agent will be sufficient to partially defease a portion of the 
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2011 Series C bonds maturing November 1, 2014 through 2018. As of June 30, 2017 and 2016, the 
principal amount of 2011 Series C bonds outstanding was $30,140. 

The $55,465 Series D bonds were issued as tax-exempt bonds to provide $59,381 to refund, on a 
current basis, a portion of the 2001 Series A bonds as well as refund, on an advance basis, a portion 
of the 2002 Series A bonds. The Series D bonds were issued as serial bonds with coupons ranging 
from 4.0% to 5.0% and have a final maturity of 2028. The Series D bonds have a true interest cost of 
3.8%. As of June 30, 2017 and 2016, the principal amount of 2011 Series D bonds outstanding was 
$47,165. 

(j) Water Revenue Bonds 2012 Series ABC 

In June 2012, the Enterprise issued revenue bonds, 2012 Series ABC in the combined principal 
amount of $701,880. The purpose of the bonds was to provide $530,000 of new money for WSIP 
capital projects, $15,750 to reimburse the Enterprise for costs to settle litigation arising out of certain 
capital projects of benefit to the Enterprise, and to refund $99,180 of outstanding 2001 Series A and 
2002 Series A revenue bonds, with the balance applied to financing costs and a cash-funded debt 
service reserve. The bonds were rated “AA-” and “Aa3” from S&P and Moody’s, respectively. The 
bonds included serial and term bonds with interest rates varying from 4.0% to 5.0%. 

The $591,610 Series A bonds were issued as tax-exempt bonds to provide $530,000 in new money 
for WSIP capital projects. The Series A bonds were issued as serial and term bonds with coupons 
ranging from 4.0% to 5.0% and have a final maturity of 2043. The Series A bonds have a true 
interest cost of 4.3%. As of June 30, 2017 and 2016, the principal amount of 2012 Series A bonds 
outstanding was $591,610. 

The $16,520 Series B bonds were issued as tax-exempt bonds to reimburse the Enterprise $15,750 
for costs to settle litigation arising out of certain capital projects of benefit to the Enterprise. The 
Series B bonds were issued as serial and term bonds with coupons ranging from 4.0% to 5.0% and 
have a final maturity of 2043. The Series B bonds have a true interest cost of 4.1%. As of June 30, 
2017 and 2016, the principal amount of 2012 Series B bonds outstanding was $16,520. 

The $93,750 Series C bonds were issued as tax-exempt bonds to provide $101,147 to refund, on a 
current basis, a portion of the 2001 Series A bonds as well as refund, on an advance basis, a portion 
of the 2002 Series A bonds. The Series C bonds were issued as serial bonds with coupons ranging 
from 4.0% to 5.0% and have a final maturity of 2032. The Series C bonds have a true interest cost of 
3.7%. As of June 30, 2017 and 2016, the principal amount of 2012 Series C bonds outstanding was 
$93,750. 

(k) Water Revenue Refunding Bonds 2012 Series D 

In August 2012, the Enterprise issued tax-exempt revenue bonds, 2012 Series D in the amount of 
$24,040 for the purpose of refunding the remaining portion of the outstanding 2002 Series B bonds 
maturing on and after November 1, 2013. The bonds carried “Aa3” and “AA-” ratings from Moody’s 
and S&P, respectively. The 2012 Series D refunding bonds include serial bonds with interest rates 
ranging from 1.8% to 5.0% and have a final maturity in 2019. The Series D bonds have a true 
interest cost of 1.34%. Unamortized 2002 Series B bond issuance costs were $258 at the date of the 
refunding. The refunding resulted in the recognition of a deferred accounting loss of $582, $108 
gross debt service savings over the next seven-year terms, and an economic gain of $1,397 or 5.8% 
of the refunded principal. As of June 30, 2017 and 2016, the principal amount of 2012 Series D 
bonds outstanding was $24,040. 
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(l) Water Revenue Refunding Bonds 2015 Series A 

In April 2015, the Enterprise issued tax-exempt revenue bonds, 2015 Series A in the amount of 
$429,600 for the purpose of refunding all the outstanding 2006 Series A bonds maturing on and after 
November 1, 2015 and portion of the outstanding 2009 Series A bonds maturing on and after 
November 1, 2023. The bonds carried “Aa3” and “AA-” ratings from Moody’s and S&P, 
respectively. The 2015 Series A bonds include serial bonds with interest rates varying from 2.00% to 
5.00% and have a final maturity in 2036. The Series A bonds have a true interest cost of 3.25%. 
Unamortized 2006 Series A bond issuance costs were $1,392, and there were no unamortized bond 
issuance costs for 2009 Series A bonds at the date of the refunding. The refunding resulted in the 
recognition of a deferred accounting loss of $25,365, gross debt service savings of $28,148 over the 
next 20 two-year terms, and an economic gain of $48,561 or 10.3% of refunded principal. As of June 
30, 2017 and 2016, the principal amount of 2015 Series A bonds outstanding was $429,600. 

(m) Water Revenue Refunding Bonds 2016 Series AB 

In October 2016, the Enterprise issued tax-exempt revenue bonds, 2016 Series AB in the aggregate 
amount of $893,820. The 2016 Series A bonds were issued for the purpose of refunding a portion of 
the outstanding 2009 Series A bonds maturing on and after November 1, 2020, a portion of the 
outstanding 2009 Series B bonds maturing on and after November 1, 2020, and a portion of the 
outstanding 2010 Series F bonds maturing on and after November 1, 2021. The 2016 Series B bonds 
were issued for the purpose of refunding, on a current basis, all the outstanding 2006 Series B and 
Series C bonds, and a portion of the outstanding 2010 Series A bonds maturing on and after 
November 1, 2020, The bonds carried “Aa3” and “AA-” ratings from Moody’s and S&P, 
respectively. The 2016 Series AB bonds include serial bonds with interest rates varying from 1.50% 
to 5.00% and have a final maturity in 2039. The Series AB bonds have a true interest cost of 2.85%. 
Unamortized bond issuance costs at the date of refunding were $145 for 2006 Series B bonds and 
$54 for 2006 Series C bonds. The refunding resulted in the recognition of a deferred accounting loss 
of $106,205, gross debt service savings of $135,966, and an economic gain of $107,152 or 11.52% 
of refunded principal. As of June 30, 2017, the principal amount of 2016 Series AB bonds 
outstanding was $882,430. 

(n) Water Revenue Bonds 2016 Series C 

In December 2016, the Enterprise issued taxable bonds, 2016 Series C in the amount of $259,350. 
The bonds were issued as Green Bonds. The purpose of the bonds was to refund all of the 
outstanding taxable commercial paper notes in the approximate amount of $237,000, and to provide 
$19,975 of new money for WSIP capital projects. The bonds carried “Aa3” and “AA-” ratings from 
Moody’s and S&P, respectively. The 2016 Series C bonds include serial bonds with interest rates 
varying from 0.87% to 3.95% and have a final maturity in 2046, and two term bonds with 4.035% 
and 4.185% interest rates and final maturities of 2041 and 2046. The Series C bonds have a true 
interest cost of 3.97%. As of June 30, 2017, the principal amount of 2016 Series C bonds outstanding 
was $259,350. 
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(o) Future Annual Debt Service of Revenue Bonds 

The following table presents the future annual debt service relating to the revenue and refunding 
bonds outstanding as of June 30, 2017. The federal interest subsidy amounts represent 35.0%, 
excluding sequestration, of the interest for the revenue bond 2010 Series B, E, and G. 

 

As defined in the Indentures, the principal and interest of the Enterprise’s revenue and refunding 
bonds are payable from its revenues, as well as monies deposited in certain funds and accounts 
pledged thereto (See Note 5). 

(p) Proposition A 

On November 5, 2002, the San Francisco voters passed Proposition A, which provides for the 
issuance of revenue bonds and/or other forms of indebtedness by the Commission in a principal 
amount not to exceed $1,628,000 to finance the acquisition and construction of improvements to the 
City’s Water System. As of June 30, 2017, there was no commercial paper outstanding pursuant to 
this authorization and $1,348,335 of bonds had been issued in fiscal years 2006, 2010, and 2012 
against this authorization. 

(q) Proposition E 

On November 5, 2002, the San Francisco voters passed Proposition E, which authorizes the Board of 
Supervisors’ approval of the issuance of revenue bonds and/or other forms of indebtedness by the 
Commission to finance costs for the Commission’s capital programs, including WSIP. As of June 30, 
2017, the Board of Supervisors has authorized the issuance of $3,734,700 in revenue bonds with 
$2,938,900 issued against this authorization. Additionally, $145,000 and $236,000 in commercial 
paper was outstanding pursuant to this authorization as of June 30, 2017 and 2016, respectively. 

Principal

Interest 

before 

subsidy

Federal 

interest 

subsidy*

Interest net 

of subsidy

Fiscal years ending June 30:
2018 $ 48,875  211,823  (22,059) 189,764  
2019 70,330  209,613  (21,905) 187,708  
2020 97,510  206,163  (21,734) 184,429  
2021 107,000  201,549  (21,550) 179,999  
2022 111,680  196,468  (21,346) 175,122  
2023-2027 646,925  893,746  (100,427) 793,319  
2028-2032 810,270  713,269  (86,249) 627,020  
2033-2037 1,022,500  482,259  (63,859) 418,400  
2038-2042 953,205  221,792  (34,669) 187,123  
2043-2047 291,825  65,368  (16,910) 48,458  
2048-2051 97,680  13,961  (4,549) 9,412  

4,257,800  3,416,011  (415,257) 3,000,754  

Less: Current portion (48,875) 
Less: Unamortized bond discount (181) 
Add: Unamortized bond premiums 297,348  

Long-term portion as of June 30, 2017 $ 4,506,092  

* The SFPUC received IRS notice dated August 3, 2016 that the federal interest subsidies on the 2010 Series B bonds, 2010 Series E bonds, 

and 2010 Series G bonds are reduced by 6.9%, or a total reduction of $30,776, due to sequestration over the remaining life of the bonds.
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(r) Certificates of Participation Issued for the 525 Golden Gate Avenue Headquarters Building 

In October 2009, the City issued $167,670 in certificates of participation to fund the headquarters 
building of the SFPUC at 525 Golden Gate Avenue. The 2009 Series C were issued for $38,120 and 
2009 Series D for $129,550 as “Build America Bonds” on a taxable basis under the 2009 American 
Recovery and Reinvestment Act. The 2009 Series C certificates carry interest rates ranging from 
2.0% to 5.0% and mature on November 1, 2022. The 2009 Series D certificates carry interest rates 
ranging from 6.4% to 6.5% and mature on November 1, 2041, after adjusting for the federal interest 
subsidy, the true interest cost averages 3.4% and 4.3% for Series C and Series D, respectively. 

Under the terms of a memorandum of understanding (MOU) between the City and the SFPUC dated 
October 1, 2009, the City conveyed the real property to the Trustee, the Bank of New York Mellon 
Trust Company, N.A., which was replaced by U.S. Bank in March 2014 under a property lease in 
exchange for the proceeds of the sale of the certificates. The Trustee has leased the property back to 
the City for the City’s use under a project lease. The City is obligated under the project lease to pay 
base rental payments and other payments to the Trustee each year during the 32-year term of the 
project lease. The Commission makes annual base rental payments to the City for the building equal 
to annual debt service on the certificates. It is anticipated these lease costs will be offset with 
reductions in costs associated with current office rental expense. 

Each of the three Enterprises has an ownership interest in the building equal to their projected usage 
of space as follows: Water (73%), Wastewater (15%), and Power (12%). Similarly, each Enterprise 
is responsible for a portion of the annual base rental payment based on their ownership percentages 
less contributed equity. The percentage share of base rental payments for the Enterprises is as 
follows: Water (71.4%), Wastewater (18.9%), and Power (9.7%). 

The future annual debt services relating to the certificates of participation 2009 Series C and D 
outstanding as of June 30, 2017 are as follows: 

 

Certificates of Participation 2009 Series C (Tax-Exempt) Principal Interest Total

Fiscal years ending June 30:

2018 $ 2,431  769  3,200  

2019 2,556  644  3,200  

2020 2,688  513  3,201  

2021 2,824  375  3,199  

2022 2,970  230  3,200  

2023 3,124  78  3,202  

16,593  2,609  19,202  

Less: Current portion (2,431) 

Add: Unamortized bond premiums     630  

      Long-term portion as of June 30, 2017 $ 14,792  
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(8) Revenue Pledge 

The Enterprise has pledged future revenues to repay various revenue bonds. Proceeds from the revenue 
bonds provided financing for various capital construction projects, and to refund previously issued bonds. 
The bonds are payable solely from revenues of the Enterprise through the fiscal year ending 2051. 

The original amount of revenue bonds issued, total principal and interest remaining, principal and interest 
paid during fiscal years 2017 and 2016, applicable net revenues and funds available for debt service are as 
follows: 

 

 
(9) Wholesale Balancing Account 

(a) Water Supply Agreement 

From 1984-2009, the Enterprise provided water service pursuant to the terms of the 1984 Water 
Settlement Agreement (WSA) and Master Water Sales Contract, which established the basis for 
water rates to be charged to those customers (Wholesale Customers). The Master Water Sales 
Contract expired on June 30, 2009. The Commission and the Wholesale Customers approved a WSA 
of a 25-year term with two options for five-year extensions. The existing 184 millions of gallons per 
day (mgd) Supply Assurance continues under the WSA and no increase in the Supply Assurance will 
be considered before December 31, 2018. During the period from 2009 to 2018, the WSA limits the 
quantity of water delivered to Retail Customers and Wholesale Customers from the watersheds to 
265 mgd. Under the WSA, annual operating expenses, including debt service on bonds sold to 
finance regional system improvements and regional capital projects funded from revenues, will be 
allocated between Retail Customers and Wholesale Customers on the basis of proportionate annual 

Principal
 Interest before 

subsidy 

 Federal interest 

subsidy * 

 Interest net of 

subsidy 

Fiscal years ending June 30:

2018 $ —  5,968  (1,945) 4,023  

2019 —  5,968  (1,945) 4,023  

2020 —  5,968  (1,945) 4,023  

2021 —  5,968  (1,945) 4,023  

2022 —  5,968  (1,945) 4,023  

2023-2027 13,909  28,116  (9,161) 18,955  

2028-2032 20,949  22,183  (7,229) 14,954  

2033-2037 25,811  14,651  (4,773) 9,878  

2038-2042 31,830  5,335  (1,739) 3,596  
      Total 100,125  (32,627) 67,498  

      Long-term portion as of June 30, 2017 $ 92,499  

Certificates of Participation 
2009 Series D (Taxable)

* The SFPUC received IRS notice dated August 3, 2016 that the federal interest subsidy on the 2009 Series D bonds is reduced by

6.9%, or a total reduction of $2,418, due to sequestration over the remaining life of the bonds.

2017 2016

Bonds issued with revenue pledge $ 4,455,785   4,288,095  

Principal and interest remaining due at the end of the year 7,673,811   7,599,211  

Principal and interest paid during the year 207,812     219,195  

Net revenues for the year ended June 30 251,405     229,160  

Funds available for debt service 394,440     391,893  
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water use. The original WSA stated the Wholesale Customers’ share of net book value of existing 
regional assets as of June 30, 2009 would be recovered on level annual payment over the 25-year 
term of the WSA at an interest rate of 5.13%. The 25-year term repayment obligation was settled in 
February 2013. The Wholesale Customers made an early repayment to the Enterprise of the 
outstanding balance of $356,139 as discussed further in the “BAWSCA Early Repayment” Section 
Note 9(b), of this report. The WSA continues much of the rate setting, accounting, and dispute 
resolution provisions contained in the expired contract, and has emergency and drought-pricing 
adjustment provisions. 

Pursuant to the terms of the WSA, the Enterprise is required to establish water rates applicable to the 
Wholesale Customers annually. The wholesale water rates are based on an estimate of the level of 
revenues necessary to recoup the cost of distributing water to the Wholesale Customers in 
accordance with the methodology outlined in Article V of the WSA (the Wholesale Revenue 
Requirement (WRR), previously known as the Suburban Revenue Requirement). During fiscal years 
ending in 2017 and 2016, the WRR, net of adjustments, charged to such wholesale customers was 
$205,934 and $209,111, respectively. Such amounts are subject to final review by the Wholesale 
Customers, along with a trailing wholesale balancing account compliance audit of the WRR 
calculation. 

Pursuant to Article VII, Section 7.02 of the WSA, the Enterprise is required to re-compute the WRR 
after the close of each fiscal year based on the actual costs incurred in the delivery of water to the 
Wholesale Customers. The difference between the wholesale revenues earned during the year and 
the “actual” WRR is recorded in a separate account (the Balancing Account) and represents the 
cumulative amount that is either owed to the Wholesale Customers (if the wholesale revenues exceed 
the WRR) or owed to the City (if the WRR exceeds the wholesale revenues paid). In accordance 
with Article VI of the WSA, the amount recorded in the Balancing Account shall earn interest at a 
rate equal to the average rate received by the City during the year on the invested pooled funds of the 
City Treasury, and shall be taken into consideration in the determination of subsequent wholesale 
water rates. The Enterprise owed the Wholesale Customers $43,471 and $21,539 for the years ended 
June 30, 2017 and 2016, respectively, an increase of $21,932. Refer to the compliance audit 
report for the final balancing account available at http://www.sfwater.org/index.aspx?page=345. 

In addition to advancing funds to acquire the pre-2009 assets as discussed previously, the Enterprise 
has also previously appropriated funds, advanced through rates charged to Retail Customers, for 
construction of capital projects that were not yet placed into service as of June 30, 2009. Wholesale 
Customers’ share of these construction work in progress costs is calculated in accordance with the 
provisions in the WSA, including a 10-year repayment term and payment of annual principal and 
interest rate calculated at 4.0% annually. The total obligation of the Wholesale Customers to the 
Enterprise is estimated at $9,542, and the level annual payment including principal and interest is 
approximately $1,159. The Wholesale Customers made the first annual payment as of June 30, 2015, 
and will end on June 30, 2024. 

(b) BAWSCA Early Repayment in Fiscal Year 2013

On February 27, 2013, the Wholesale Customers, through BAWSCA, made an early repayment to
the Commission of capital cost recovery payments in the amount of $356,139. Of this repayment
amount, $247,143 was deposited with the City Treasury for Retail Fund Balance accounts and
regional and local capital projects to be spent in fiscal years ended 2013, 2014, 2015, and 2016. As
of June 30, 2016, $0 remains to be appropriated in future capital projects. Another repayment of
$108,996 was deposited to the Escrow Account (U.S. Bank National Association) for advance
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refunding/defeasance of a portion of water revenue bonds 2006 Series A, 2009 Series A and B, 2010 
Series A, D, and F, and 2011 Series B and C. The Escrow Agent shall apply interest payments on the 
refunded bonds when they become due and to the principal amounts of the refunded bonds on their 
respective maturity dates, based on the Escrow Agreement. The defeasance of the refunded bonds 
and the deposit of monies with the escrow agent pursuant to the escrow agreement are authorized by 
and comply with the conditions and terms of the Enterprise Prepayment and Collection Agreement 
entered into between BAWSCA and the Enterprise, as well as the Enterprise Indenture. 
 

(10) Employee Benefits 

(a) Pension Plan 

The Enterprise participates in a cost-sharing multiple-employer defined benefit pension Plan (the 
Plan). The Plan is administered by the San Francisco City and County Employees’ Retirement 
System (SFERS). For purposes of measuring the net pension liability, deferred outflows/inflows of 
resources related to pensions, pension expense, information about the fiduciary net position of the 
SFERS plans, and additions to/deductions from the Plan’s fiduciary net position have been 
determined on the same basis as they are reported by Cheiron, the consulting actuary for the Plan. 
Benefit payments (including refunds of employee contributions) are recognized when currently due 
and payable in accordance with the benefit terms. Investments are reported at fair value. 

GASB Statement No. 68 requires that the reported results must pertain to liability and asset 
information within certain defined timeframes. For this report, the following timeframes are used: 
 

 
 
The City is an employer of the plan with a proportionate share of 94.22% as of June 30, 2016, and 
93.90% as of June 30, 2015 (measurement date). The Enterprise’s allocation percentage was 
determined based on the Enterprise’s employer contributions divided by the City’s total employer 
contributions for fiscal years 2016 and 2015. The Enterprise’s net pension liability, deferred 
outflows/inflows of resources related to pensions, amortization of deferred outflows/inflows, and 
pension expense to each department are based on its allocated percentage. The Enterprise’s 
allocation of the City’s proportionate share was 4.75% as of June 30, 2016, and 4.94% as of June 30, 
2015 (measurement date). 

Plan Description – The Plan provides basic service retirement, disability, and death benefits based 
on specified percentages of defined final average monthly salary and provides annual cost of living 
adjustments (COLA) after retirement. The Plan also provides pension continuation benefits to 
qualified survivors. The City Charter and the Administrative Code are the authorities, which 
establish and amend the benefit provisions and employer obligations of the Plan. 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 

Valuation Date (VD) June 30, 2015 updated to June 30, 2016
Measurement Date (MD) June 30, 2016
Measurement Period (MP) July 1, 2015 to June 30, 2016

Valuation Date (VD) June 30, 2014 updated to June 30, 2015
Measurement Date (MD) June 30, 2015
Measurement Period (MP) July 1, 2014 to June 30, 2015

San Francisco Employees’ Retirement System - Cost Sharing 

Fiscal year 2017

Fiscal year 2016
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Employees’ Retirement System, 1145 Market Street, 5th Floor, San Francisco, CA 94103 or by 
calling (415) 487-7000. 

Benefits – The Retirement System provides service retirement, disability, and death benefits based on 
specified percentages of defined final average monthly salary and annual COLA after retirement. 
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plan. 
The Retirement System pays benefits according to the category of employment and the type of 
benefit coverage provided by the City. The four main categories of Plan members are: 

a) Miscellaneous Non-Safety Members – staff, operational, supervisory, and all other eligible 
employees who are not in special membership categories. 

b) Sheriff’s Department and Miscellaneous Safety Members – sheriffs assuming office on and after 
January 7, 2012, and undersheriffs, deputized personnel of the Sheriff’s department, and 
miscellaneous safety employees hired on and after January 7, 2012. 

c) Firefighter Members – firefighters and other employees whose principal duties are in fire 
prevention and suppression work or who occupy positions designated by law as firefighter 
member positions. 

d) Police Members – police officers and other employees whose principal duties are in active law 
enforcement or who occupy positions designated by law as police member positions. 

The membership groups and the related service retirement benefits are included in the Notes to the 
Basic Financial Statements of San Francisco Employees’ Retirement System. 

All members are eligible to apply for a disability retirement benefit, regardless of age, when they 
have 10 or more years of credited service and they sustain an injury or illness that prevents them 
from performing their duties. Safety members are eligible to apply for an industrial disability 
retirement benefit from their first day on the job if their disability is caused by an illness or injury 
that they receive while performing their duties. 

All retired members receive a benefit adjustment each July 1, which is the Basic COLA. The 
majority of adjustments are determined by changes in Consumer Price Index with increases capped 
at 2%. The Plan provides for a Supplemental COLA in years when there are sufficient “excess” 
investment earnings in the Plan. The maximum benefit adjustment each July 1 is 3.5% including the 
Basic COLA. Effective July 1, 2012, voters approved changes in the criteria for payment of the 
Supplemental COLA benefit, so that Supplemental COLAs would only be paid when the Plan is also 
fully funded on a market value of assets basis. Certain provisions of this voter-approved proposition 
were challenged in the Courts. A decision by the California Courts modified the interpretation of the 
proposition. Effective July 1, 2012, members who retired before November 6, 1996 will receive a 
Supplemental COLA only when the Plan is also fully funded on a market value of assets basis. 
However, the “full funding” requirement does not apply to members who retired on or after 
November 6, 1996 and were hired before January 7, 2012. For all members hired before January 7, 
2012, all Supplemental COLAs paid to them in retirement benefits will continue into the future even 
where an additional Supplemental COLA is not payable in any given year. For members hired on 
and after January 7, 2012, a Supplemental COLA will only be paid to retirees when the Plan is fully 
funded on a market value of asset basis and in addition for these members, Supplemental COLAs 
will not be permanent adjustments to retirement benefits. That is, in years when a Supplemental 
COLA is not paid, all previously paid Supplemental COLAs will expire. 

Funding and Contribution Policy – Contributions are made to the basic plan by both the City and the 
participating employees. Employee contributions are mandatory as required by the Charter. 
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Employee contribution rates for fiscal year 2017 varied from 7.5% to 12.0% as a percentage of gross 
covered salary. Most employee groups agreed through collective bargaining for employees to 
contribute the full amount of the employee contributions on a pretax basis. The Enterprise is required 
to contribute at an actuarially determined rate. Based on the July 1, 2015 actuarial report, the 
required employer contribution rate for fiscal year 2017 was 17.90% to 21.40%. 

Employer contributions and employee contributions made by the employer to the Plan are 
recognized when due and the employer has made a formal commitment to provide the contributions. 
The City’s proportionate share of employer contributions recognized by the Retirement System in 
fiscal years ended June 30, 2016 and 2015 (measurement periods) were $496,343 and $556,551, 
respectively. The Enterprise’s allocation of employer contributions for fiscal years 2016 and 2015 
(measurement periods) were $24,497 and $28,280, respectively. 

Pension Liabilities, Pension Expenses, and Deferred Outflows and Inflows of Resources Related to 
Pensions 

Fiscal Year 2017 

The City reported net pension liabilities for its proportionate share of the pension liability of the Plan 
of $5,476,653 as of June 30, 2017. The City’s net pension liability for the Plan is measured as the 
proportionate share of the net pension liability. The net pension liability of the Plan is measured as of 
June 30, 2016 (measurement date), and the total pension liability for the Plan used to calculate the 
net pension liability was determined by an actuarial valuation as of June 30, 2015 rolled forward to 
June 30, 2016 using standard update procedures. The City’s proportion of the net pension liability 
was based on a projection of the City’s long-term share of contributions to the pension plan relative 
to the projected contributions of all participating employers, actuarially determined. The Enterprise’s 
allocation of the City’s proportionate share of the net pension liability for each Plan as of June 30, 
2017 and 2016 (reporting years) was $259,956 and $108,024, respectively. During the measurement 
year 2016, the increase in service costs, interest costs, change in benefits, change in assumptions, and 
difference between projected and actual investment earnings increased total pension liability. This 
was only partially offset by an increase in the discount rate, contributions, investment income, and 
actuarial experience gains, resulting in an overall increase in net pension liability. 

For the year ended June 30, 2017, the City’s recognized pension expense was $1,808,992, including 
amortization of deferred outflow/inflow related pension items. The Enterprise’s allocation of pension 
expense including amortization of deferred outflow/inflow related pension items was $78,466. 
Pension expense increased significantly, largely due to the impact of changes in benefits, namely the 
updated Supplemental COLA assumptions and amortization of deferred inflows/outflows. 
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As of June 30, 2017, the Enterprise’s reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

 

Amounts reported as deferred outflows, exclusive of contributions made after the measurement date, 
and deferred inflows of resources will be amortized annually and recognized in pension expense as 
follows: 

 

Fiscal Year 2016 

The City reported net pension liabilities for its proportionate share of the pension liability of the Plan 
of $2,156,049 as of June 30, 2016. The City’s net pension liability for the Plan is measured as the 
proportionate share of the net pension liability. The net pension liability of the Plan for June 30, 2016 
is measured as of June 30, 2015, and the total pension liability for the Plan used to calculate the net 
pension liability was determined by an actuarial valuation as of June 30, 2014 rolled forward to June 
30, 2015 using standard update procedures. The City’s proportion of the net pension liability was 
based on a projection of the City’s long-term share of contributions to the pension plan relative to the 
projected contributions of all participating employers, actuarially determined. The Enterprise’s 
allocation of the City’s proportionate share of the net pension liability for the Plan as of June 30, 
2015 (measurement period) and 2014 (measurement period) was $108,024 and $84,374, 
respectively. During the measurement year 2015, there were no changes to benefits. The increase in 
service costs, interest costs, and decrease in the discount rate increased total pension liability and 
were only partially offset by contributions, investment income, and actuarial experience gains, 
resulting in an overall increase in net pension liability. 

For the year ended June 30, 2016, the City’s recognized pension expense was $106,499, including 
amortization of deferred outflow/inflow related pension items. The Enterprise’s allocation of pension 
expense including amortization of deferred outflow/inflow related pension items was $4,712 for 
fiscal year 2016. 

 
 

Deferred Outflows

of Resources

Deferred Inflows

of Resources
Pension contribution subsequent to measurement date $ 24,638   —    

Differences between expected and actual experience —    9,580   

Changes in assumptions 44,719   1,311   

Net difference between projected and actual earnings 

on pension plan investments 35,543   —    

Change in employer’s proportion 457   244   

Total $ 105,357   11,135   

Fiscal Year 2017 Schedule of Deferred Outflows and Inflows of Resources

Fiscal years

2018 $ 10,241

2019 10,241

2020 27,975

2021 21,127

$ 69,584

Deferred Outflows/(Inflows) of Resources 
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As of June 30, 2016, the Enterprise’s reported deferred outflows of resources and deferred inflows of 
resources related to pensions from the following sources: 

Amounts reported as deferred outflows as of June 30, 2016, exclusive of $24,497 contributions made 
after the measurement date, and deferred inflows of resources will be recognized in pension expense 
as follows: 

Actuarial Assumptions 

Fiscal Year 2017 

A summary of the actuarial assumptions and methods used to calculate the Total Pension Liability as 
of June 30, 2016 (measurement period) is provided below, including any assumptions that differ 
from those used in the July 1, 2015 actuarial valuation. Refer to the July 1, 2015 actuarial valuation 
report for a complete description of all other assumptions, which can be found on the 
Retirement System’s website http://mysfers.org. 

Deferred Outflows

of Resources

Deferred Inflows

of Resources
Pension contribution subsequent to measurement date $ 24,497 —    

Differences between expected and actual experience —    7,341 

Changes in assumptions 8,040 2,098 

Net difference between projected and actual earnings 

on pension plan investments —    26,747 

Change in employer’s proportion 158 391 

Total $ 32,695 36,577 

Fiscal Year 2016 Schedule of Deferred Outflows and Inflows of Resources

Fiscal years

2017 $ (11,825)

2018 (11,825)

2019 (11,825)

2020 7,096

$ (28,379)

Deferred Outflows/(Inflows) of Resources 
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Mortality rates for active members and healthy annuitants were based upon adjusted Employee and 
Healthy Annuitant CalPERS mortality tables projected generationally from the 2009 base year using 
a modified version of the MP-2015 projection scale. 

Fiscal Year 2016 

A summary of the actuarial assumptions and methods used to calculate the total pension liability as 
of June 30, 2015 is provided below, including any assumptions that differ from those used in the 
July 1, 2014 actuarial valuation. Refer to the July 1, 2014 actuarial valuation report for a complete 
description of all other assumptions, which can be found on the Retirement System’s 
website http://mysfers.org. 

Valuation Date June 30, 2015 updated to June 30, 2016

Measurement Date June 30, 2016

Actuarial Cost Method Entry - Age Normal Cost Method

Expected Rate of Return 7.50%

Municipal Bond Yield 3.85% as of June 30, 2015

2.85% as of June 30, 2016

Bond Buyer 20 - Bond GO Index, July 2, 2015 and June 30, 2016

Inflation 3.25%

Salary Increases 3.75% plus merit component based on employee classification and years of service

Discount Rate 7.46% as of June 30, 2015

7.50% as of June 30, 2016

Administrative Expenses 0.45% of payroll as of June 30, 2015

0.60% of payroll as of June 30, 2016

Basic COLA

Old Miscellaneous 

and All New 

Plans

Old Police & Fire, 

pre 7/1/75

Old Police & Fire, 

Charters A8.595 

and A8.596

Old Police & Fire, 

Charters A8.559 

and A8.585

June 30, 2015 2.00% 3.00% 4.00% 5.00%

June 30, 2016 2.00% 2.70% 3.30% 4.40%

Key Actuarial Assumptions
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Mortality rates for active members were based upon the RP-2000 Employee Tables for Males and 
Females projected using Scale AA to 2030 for females and to 2005 for males. Mortality rates for 
healthy annuitants were based upon the RP-2000 Healthy Annuitant Tables for Males and Females 
projected using Scale AA to 2020. 

Discount Rate 

Fiscal Year 2017 

The beginning and end of year measurements are based on different assumptions and contribution 
methods that result in different discount rates. The discount rate was 7.50% as of June 30, 2016 
(measurement date) and 7.46% as of June 30, 2015 (measurement date). 

The discount rate used to measure the total pension liability as of the June 30, 2016 measurement 
date was 7.50%. The projection of cash flows used to determine the discount rate assumed that plan 
member contributions will continue to be made at the rates specified in the Charter. Employer 
contributions were assumed to be made in accordance with the contribution policy in effect for July 
1, 2015 actuarial valuation. That policy includes contributions equal to the employer portion of the 
Entry Age normal costs for members as of the valuation date, a payment for the expected 
administrative expenses, and an amortization payment on the unfunded actuarial liability. 

The amortization payment is based on closed periods that vary in length depending on the source. 
Charter amendments prior to July 1, 2014 are amortized over 20 years. After July 1, 2014, any 
Charter changes to active member benefits are amortized over 15 years and changes to inactive 
member benefits, including Supplemental COLAs, are amortized over 5 years. The remaining 
unfunded actuarial liability not attributable to Charter amendments as of July 1, 2013 is amortized 
over a 19-year period commencing July 1, 2014. Experience gains and losses and assumption or 
method changes on or after July 1, 2014 are amortized over 20 years. For the July 1, 2016 valuation, 
the increase in the unfunded actuarial liability attributable to the Supplemental COLAs granted on 
July 1, 2013 and July 1, 2014 are amortized over 17-years and 5-years, respectively. All amortization 
schedules are established as a level percentage of payroll so payments increase 3.75% each year. The 

Valuation Date June 30, 2014 updated to June 30, 2015

Measurement Date June 30, 2015

Actuarial Cost Method Entry - Age Normal Cost Method

Expected Rate of Return 7.50%

Municipal Bond Yield 4.31% as of June 30, 2014

3.85% as of June 30, 2015

Bond Buyer 20 - Bond GO Index, July 2, 2014 and 2015

Inflation 3.25%

Salary Increases 3.75% plus merit component based on employee classification and years of service

Discount Rate 7.58% as of June 30, 2014

7.46% as of June 30, 2015

Administrative Expenses 0.45% of payroll

Old Miscellaneous 

and All New 

Plans

Old Police & Fire, 

pre 7/1/75 

Retirements

Old Police & Fire, 

Charters A8.595 

and A8.596

Old Police & Fire, 

Charters A8.559 

and A8.585

Basic COLA 2.00% 3.00% 4.00% 5.00%

Key Actuarial Assumptions
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unfunded actuarial liability is based on an actuarial value of assets that smooths investment gains and 
losses over five years and a measurement of the actuarial liability that excludes the value of any 
future Supplemental COLAs. 

While the contributions and measure of Actuarial Liability in the valuation do not anticipate any 
future Supplemental COLAs, the projected contributions for the determination of the discount rate 
include the anticipated future amortization payments on future Supplemental COLAs for current 
members when they are expected to be granted. For members who worked after November 6, 1996 
and before Proposition C passed, a Supplemental COLA is granted if the actual investment earnings 
during the year exceed the expected investment earnings on the actuarial value of assets. For 
members who did not work after November 6, 1996 and before Proposition C passed, the market 
value of assets must also exceed the actuarial liability at the beginning of the year for a Supplemental 
COLA to be granted. When a Supplemental COLA is granted, the amount depends on the amount of 
excess earnings and the basic COLA amount for each membership group. The large majority of 
members receive a 1.50% Supplemental COLA when granted. 

Because the probability of a Supplemental COLA depends on the current funded level of the System 
for certain members, Cheiron developed an assumption as of June 30, 2016 measurement date for the 
probability and amount of Supplemental COLA for each future year. The table below shows the net 
assumed Supplemental COLA for members with a 2.00% Basic COLA for sample years. 

 
 
The projection of benefit payments to current members for determining the discount rate includes the 
payment of anticipated future Supplemental COLAs. 

Based on these assumptions, the System’s fiduciary net position was projected to be available to 
make projected future benefit payments for current members until fiscal year end 2093 when only a 
portion of the projected benefit payments can be made from the projected fiduciary net position. 
Projected benefit payments are discounted at the long-term expected return on assets of 7.50% to the 
extent the fiduciary net position is available to make the payments and at the municipal bond rate of 
2.85% to the extent they are not available. The single equivalent rate used to determine the Total 
Pension Liability as of the June 30, 2016 measurement date was 7.50%. 

The long-term expected rate of return on pension plan investments was 7.50%. It was set by the 
Retirement Board after consideration of both expected future returns and historical returns 
experienced by the Retirement System. Expected future returns were determined by using a building-
block method in which best-estimate ranges of expected future real rates of return were developed 
for each major asset class. These ranges were combined to produce the long-term expected rate of 
return by weighting the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. Target allocation and best estimates of geometric long-term 
expected real rates of return (net of pension plan investment expense and inflation) for each major 
asset class are summarized in the following table. 

Fiscal years 96 - Prop C

Before 11/6/96 

or After Prop C
2018 0.750 % 0.000 %

2023 0.750 0.220

2028 0.750 0.322

2033 0.750 0.370

  2038+ 0.750 0.375

Assumed Supplemental COLA for Members with a 2.00% Basic COLA
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Fiscal Year 2016 

The beginning and end of year measurements are based on different assumptions and contribution 
methods that result in different discount rates. The discount rate was 7.46% as of June 30, 2015 and 
7.58% as of June 30, 2014. 

The discount rate used to measure the total pension liability as of June 30, 2015 was 7.46%. The 
projection of cash flows used to determine the discount rate assumed that plan member contributions 
will continue to be made at the rates specified in the Charter. Employer contributions were assumed 
to be made in accordance with the contribution policy in effect for July 1, 2014 actuarial valuation. 
That policy includes contributions equal to the employer portion of the Entry Age normal costs for 
members as of the valuation date, a payment for the expected administrative expenses, and an 
amortization payment on the unfunded actuarial liability. The amortization payment is based on 
closed periods that vary in length depending on the source. Charter amendments prior to July 1, 2014 
are amortized over 20 years. After July 1, 2014, any Charter changes to active member benefits are 
amortized over 15 years and changes to inactive member benefits, including Supplemental COLAs, 
are amortized over 5 years. The remaining unfunded actuarial liability not attributable to Charter 
amendments as of July 1, 2013 is amortized over a 19-year period commencing July 1, 2014. 
Experience gains and losses and assumption or method changes on or after July 1, 2014 are 
amortized over 20 years. All amortization schedules are established as a level percentage of payroll 
so payments increase 3.75% each year. The unfunded actuarial liability is based on an actuarial value 
of assets that smooths investment gains and losses over five years and a measurement of the actuarial 
liability that excludes the value of any future Supplemental COLAs. 
 
While the contributions and measure of actuarial liability in the valuation do not anticipate any 
Supplemental COLAs, the projected contributions for the determination of the discount rate include 
the anticipated future amortization payments on future Supplemental COLA’s for current members 
when they are expected to be granted. For a Supplemental COLA to be granted the market value of 
assets must exceed the actuarial liability at the beginning of the year and the actual investment 
earnings during the year must exceed the expected investment earnings on the actuarial value of 
assets. When a Supplemental COLA is granted, the amount depends on the amount of excess 
earnings and the basic COLA amount for each membership group. In most cases, the large majority 
of members receive a 1.50% Supplemental COLA. 
 
Because the probability of a Supplemental COLA depends on the current funded level of the system, 
we developed an assumption as of June 30, 2015 of the probability and amount of Supplemental 
COLA for each future year. The table below shows the net assumed Supplemental COLAs for 
member with a 2.00% basic COLAs for sample years. 
 

Asset Class Target Allocation Long-Term Expected Real Rate of Return

Global Equity 40.0 % 5.1 %

Fixed Income 20.0 1.1

Private Equity 18.0 6.3

Real Assets 17.0 4.3

Hedge Funds/Absolute Returns 5.0 3.3

Total 100.0

Long- Term Expected Real Rates of Return
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The projection of benefit payments to current members for determining the discount rate includes the 
payment of anticipated future Supplemental COLAs. 
 
Based on these assumptions, the Retirement System’s fiduciary net position was projected to be 
available to make projected future benefit payments for current members until fiscal year end 2076 
when only a portion of the projected benefit payments can be made from the projected fiduciary net 
position. Projected benefit payments are discounted at the long-term expected return on assets of 
7.50% to the extent the fiduciary net position is available to make the payments and at the municipal 
bond rate of 3.85% to the extent they are not available. The single equivalent rate used to determine 
the total pension liability as of June 30, 2015 is 7.46%. 
 
The long-term expected rate of return on pension plan investments was 7.50%. It was set by the 
Retirement Board after consideration of both expected future returns and historical returns 
experienced by the Retirement System. Expected future returns were determined by using a building-
block method in which best-estimate ranges of expected future real rates of return were developed 
for each major asset class. These ranges were combined to produce the long-term expected rate of 
return by weighting the expected future real rates of return by the target asset allocation percentage 
and by adding expected inflation. 
 
Target allocation and best estimates of geometric long-term expected real rates of return (net of 
pension plan investment expense and inflation) for each major asset class are summarized in the 
following table. 

 

Sensitivity of Proportionate Share of the Net Pension Liability to Changes in the Discount Rate – 
The following presents the Enterprise’s allocation of the employer’s proportionate share of the net 
pension liability for the Plan, calculated using the discount rate, as well as what the Enterprise’s 
allocation of the employer’s proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1% lower or 1% higher than the current rate. 

 
 
 

Fiscal years
2016 0.000 %

2021 0.345

2026 0.375

2031 0.375

  2036+ 0.375

Assumed Supplemental COLA for Members with a 2.00% Basic COLA

Assumption

Asset Class Target Allocation Long-Term Expected Real Rate of Return

Global Equity 40.0 % 5.1 %

Fixed Income 20.0 1.2

Private Equity 18.0 7.5

Real Assets 17.0 4.1

Hedge Funds/Absolute Returns 5.0 3.5

Total 100.0

Long- Term Expected Real Rates of Return
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Fiscal Year 2017 

 
 
Fiscal Year 2016 

 
 

(b) Healthcare Benefits 

Healthcare benefits for the Enterprise 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 Enterprise’s annual contribution for both active 
and retired employees was $24,787 and $23,839 in fiscal years 2017 and 2016, respectively. 
Included in these amounts are $8,065 and $7,408 for 2017 and 2016, respectively, to provide post-
retirement benefits for 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 (OPEB) other than pensions obligations, ARC adjustment, and OPEB cost 
based upon an actuarial valuation performed in accordance with GASB Statement No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions 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 following table shows the components of the City’s annual OPEB allocations for the Enterprise 
for the years ended June 30, 2017 and 2016, for the amount contributed to the plan, and changes in 
the City’s net OPEB obligations: 

 
 

The City issues a publicly available financial report at a citywide level that includes the complete 
note disclosures and required supplementary information related to the City’s post-retirement 
healthcare 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. 

 

Employer

1% Decrease Share 

of NPL @ 6.50%

Share of NPL

@ 7.50%

1% Increase Share 

of NPL @ 8.50%

Water 411,950$                   259,956           134,240                   

Employer

1% Decrease Share 

of NPL @ 6.46%

Share of NPL

@ 7.46%

1% Increase Share 

of NPL @ 8.46%

Water 238,878$                   108,024           (1,717)                     

2017 2016

Annual required contributions $ 15,362  13,868  

Interest on net OPEB obligations 4,175  4,404  

Adjustment to ARC (1,688) (3,581) 

Annual OPEB cost 17,849  14,691  

Contribution made (8,065) (7,408) 

Increase in net OPEB obligations 9,784  7,283  

Net OPEB obligations – beginning of year 111,546  104,263  

Net OPEB obligations – end of year $ 121,330  111,546  
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(11) Related Parties 

Various common costs incurred by the Commission are allocated among the Enterprise, Hetch Hetchy 
Water and Power and CleanPowerSF Enterprise, and the Wastewater Enterprise. The allocations are based 
on the Commission management’s best estimate and may change from year to year depending on the 
activities incurred by each Enterprise and the information available. The administrative costs of $41,923 or 
50.8% and $41,745 or 50.9% were allocated to the Enterprise for the years ended June 30, 2017 and 2016, 
respectively. 

The City performs certain administrative services such as maintenance of accounting records and 
investment of cash for all fund groups within the City. The various funds are charged for these services 
based on the City’s indirect cost allocation plan. 

The Enterprise purchases water from Hetch Hetchy Water. The amounts, totaling $34,600 and $36,600 for 
the years ended June 30, 2017 and 2016, respectively, have been included in the services provided by other 
departments in the accompanying financial statements. 

The Enterprise purchases electricity from Hetch Hetchy Power at market rates. The amounts, totaling 
$8,480 and $8,279 for the years ended June 30, 2017 and 2016, respectively, have been included in 
services provided by other departments in the accompanying financial statements. 

Since fiscal year 2008, the Enterprise has charged City departments for water usage with the exception of 
fire hydrants, which are used for general public safety. In fiscal years 2017 and 2016, the Enterprise 
delivered water for fire hydrant purposes totaling $9 and $7, respectively, based on metered usage and 
applicable water rates, and the amount has been excluded from operating revenues in the accompanying 
financial statements. 

A variety of City departments provide services such as engineering, purchasing, legal, data processing, 
telecommunications, and human resources to the Enterprise and charge amounts designed to recover those 
departments’ costs. These charges, totaling $16,105 and $15,996 for the years ended June 30, 2017 and 
2016, respectively, have been included in services provided by other departments in the accompanying 
financial statements. 

During the fiscal year ended June 30, 2017, the Enterprise transferred $60,000 to Hetch Hetchy Water to 
fund various upcountry capital projects, $72 to San Francisco Recreation and Parks Department mainly for 
water saving improvements at Alamo Square Park, and $32 to the Office of the City Administrator for the 
Surety Bond Program. The Enterprise received $116 from the City mainly for the San Francisco War 
Memorial Veterans Building project. 

As of June 30, 2017, the Enterprise has payables in the amount of $7 to the Department of Public Works 
for 525 Golden Gate Ave. and various pipelines maintenance. 

SFPUC’s 75-year lease agreement with the San Francisco Recreation and Parks Department, for the use of 
parking spaces for its fleet of vehicles at the Civic Center Garage, commenced on February 1, 2011. The 
total payment under this agreement is $6,274, which was fully made as of fiscal year 2015. The expenses 
and prepayments among the three SFPUC Enterprises are based on 525 Golden Gate occupancy. As of 
June 30, 2017, the Enterprise’s allocable shares of expenses and prepayment were $46 and $3,490, 
respectively, and at June 30, 2016 were $48 and $3,536, respectively. 
 



SAN FRANCISCO WATER ENTERPRISE 
Notes to Financial Statements 

June 30, 2017 and 2016 
(Dollars in thousands, unless otherwise stated) 

 

 57 (Continued) 

(12) Risk Management 

The Enterprise’s Risk Management program includes both self-insured (i.e., self-retention) and insured 
exposures at risk. Risk assessments and purchasing of insurance coverage are collaboratively coordinated 
by SFPUC Risk Management and the City’s Office of Risk Management. With certain exceptions, the City 
and the Enterprise’s general approach is to first evaluate the exposure at risk for self-insurance. Based on 
this analysis, internal mitigation strategies and financing through a self-retention mechanism is generally 
more economical as the SFPUC in coordination with the City Attorney’s Office administers, adjusts, 
settles, defends, and pays claims from budgeted resources (i.e., pay-as-you-go fund). When economically 
more viable or when required by debt financing covenants, the Enterprise obtains commercial insurance. 
At least annually, the City actuarially determines general liability and workers’ compensation risk 
exposures. The Enterprise does not maintain commercial earthquake coverage, with certain minor 
exceptions, such as a sub-limit for fire-sprinkler leakage due to earthquake under the SFPUC Property 
Insurance program. 

 

(a) General Liability 

Through coordination with the Controller and the City Attorney’s Office, the general liability risk 
exposure is actuarially determined and is addressed through pay-as-you-go funding as part of the 
budgetary process. Associated costs and estimates are booked as expenses as required under GAAP 
for financial statement purposes for both the Enterprise and the City and County of San Francisco’s 
Comprehensive Annual Financial Report. The claim expense allocations are determined based on 
actuarially determined anticipated claim payments and the projected timing of disbursement. 

The changes for the general liability (damage claims) for the years ended June 30, 2017 and 2016 are 
as follows: 

 

(b) Property and Electronic Data Processing 

The Enterprise’s property risk management approach varies depending on whether the facility is 
currently under construction, the property is part of revenue-generating operations, the property is of 

Primary Risks Typical Coverage Approach

General liability Self-Insured

Property Purchased Insurance and Self-Insured

Electronic data processing Purchased Insurance and Self-Insured

Workers’ compensation Self-Insured through Citywide Pool

Other Risks Typical Coverage Approach

Surety bonds Purchased and Contractually Transferred

Errors and omissions Combination of Self-Insured and Contractual Risk Transfer

Professional liability Combination of Self-Insured and Contractual Risk Transfer

Public officials liability Purchased Insurance 

Employment practices liability Purchased Insurance 

Builders’ risk Contractually Transferred

Crime Purchased Insurance 

Beginning Claims and changes Claims End of
of year in estimates paid year

16,900 $                     9,085 (15,247) 10,738

19,710                     2,933 (5,743) 16,900

Fiscal years

2016

2017
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high value, or is mission-critical in nature. During the course of construction, the Enterprise requires 
each contractor to provide its own insurance, while ensuring the full scope of work be covered with 
satisfactory levels to limit the Enterprise’s risk exposure. Once construction is complete, the 
Enterprise performs an assessment to determine whether liability/loss coverage will be obtained 
through the commercial property policy or self-insurance. The majority of property scheduled in the 
insurance program is for either: (1) revenue generating facilities, (2) debt financed facilities, (3) 
mandated coverage to meet statutory requirements for bonding of various public officials, or (4) 
high-value, mission-critical property or equipment. The Electronic Data Processing policy protects 
selected high-value electronic property in case of damage or loss. 

(c) Workers’ Compensation 

The City actuarially determines and allocates workers’ compensation costs to the Enterprise 
according to a formula based on the following: (i) the dollar amount of claims; (ii) yearly projections 
of payments based on historical experience; and (iii) the size of the Enterprise’s payroll. The 
administration of workers’ compensation claims and payouts are handled by the Workers’ 
Compensation Division of the City’s Department of Human Resources. Statewide workers’ 
compensation reforms have resulted in budgetary savings in recent years. The City continues to 
develop and implement improved programs, such as return-to-work programs, to lower or mitigate 
the growth of workers’ compensation costs. Programs include accident prevention, investigation, and 
duty modification for injured employees with medical restrictions so return to work can occur as 
soon as possible. 

The changes in the liabilities for workers’ compensation for the years ended June 30, 2017 and 2016 
are as follows: 

 

(d) Surety Bonds  

Bonds are required in most phases of the public utilities 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. 

(e) Errors and Omissions, Professional Liability 

Errors and omissions and professional liability are commonly 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. Examples of such 
contracts are inclusive of services provided by engineers, architects, design professionals, and other 
licensed or certified professional service providers. 

(f) Public Officials Liability, Employment Practices Liability 

All Enterprise public officials with financial oversight responsibilities are provided coverage through 
a commercial Public Officials Liability Policy. An Employment Practices Liability Policy is retained 
to protect against employment-related claims and liabilities. 

Beginning Claims and changes Claims End of
of year in estimates paid year

8,814 $                       2,976   (2,701) 9,089   

9,262                       2,135   (2,583) 8,814   

Fiscal years

2016

2017
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(g) Builders’ Risk 

Builders’ risk policies of insurance are required to be provided by the contractor on all construction 
projects for the full value of construction. 

(h) Crime 

The Enterprise also retains a Commercial Crime Policy, in lieu of bonding its employees, to provide 
coverage against liabilities or losses due to third-party crime or employee fraud. 
 

(13) Commitments and Litigation 

(a) Commitments 

As of June 30, 2017 and 2016, the Enterprise has outstanding commitments with third parties of 
$279,754 and $283,262, respectively, for various capital projects and other purchase agreements for 
materials and services. 

(b) Grants 

Grants that the Enterprise receives are subject to audit and final acceptance by the granting agency. 
Current and prior year costs of such grants are subject to adjustment upon audit. 

(c) Litigation 

The Enterprise is a defendant in various legal actions and claims that arise during the normal course 
of business. The final disposition of those legal actions and claims is not determinable. However, in 
the opinion of management, the outcome of any litigation of these matters will not have a material 
effect on the financial position or changes in net position of the Enterprise. 

(d) Environmental Issue 

As of June 30, 2017 and 2016, the Enterprise recorded $2,468 and $2,966 in pollution remediation 
liability, respectively. This decrease of $498 in pollution remediation liability in fiscal year 2017 is 
for expenses relating to the excavation of contaminated soil that contained polycyclic aromatic 
hydrocarbons from the Pacific Rod & Gun Club site in the Lake Merced area, and remediation 
activities for the 17th and Folsom site. As of June 30, 2017, the pollution remediation liability of 
$2,468 consisted of $1,484 for the Pacific Rod & Gun Club site, and $984 for the 17th and Folsom 
site. As of June 30, 2016, the pollution remediation liability of $2,966 consisted of $1,740 for the 
Pacific Rod & Gun Club site, $1,199 for the 17th and Folsom site, $21 for the Pulgas 
Dechloramination Facility, and $6 for the Harry Tracy Water Treatment Plant. 

 

(14) Subsequent Events 

(a) Purchase of Property Located at Rollins Road 

On September 7, 2017, the Enterprise purchased property at 1657-1663 Rollins Road in Burlingame, 
California that has served as the primary work location for various staff of the Enterprise. The 
$9,100 purchase was funded by proceeds from Water Enterprise Revenue Bonds. 
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(b) CWSRF Loan and Grant 

In September 2017, the SFPUC entered into an Installment Sale Agreement with the State Water 
Resources Control Board for a Clean Water State Revolving Fund (CWSRF) Loan and Grant to fund 
the Enterprise’s SF Westside Recycled Water Project. The CWSRF loan is in the amount of 
$171,220. It will bear an interest rate of 1% for a 30-year term, with loan repayment beginning one 
year after substantial completion of project construction. The CWSRF loan is secured on a parity lien 
basis with the Enterprise’s outstanding revenue bonds. The grant is in the amount of $15,000. 

(c) Insurance Settlement for Pacific Rod & Gun Club 

On October 24, 2017, the Board of Supervisors approved the settlement of a lawsuit between the 
Enterprise and the Pacific Rod & Gun Club. The Ordinance was signed by the Mayor on November 
3, 2017. The Enterprise will receive an insurance settlement for $8,250 relating to the excavation of 
contaminated soil that contained polycyclic aromatic hydrocarbons from the Pacific Rod & Gun 
Club site in the Lake Merced area. 



KPMG LLP is a Delaware limited liability partnership and the U.S. member 
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KPMG International Cooperative (“KPMG International”), a Swiss entity. 
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Suite 1400
55 Second Street
San Francisco, CA 94105

Independent Auditors’ Report on Internal Control over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government 

Auditing Standards

The Honorable Mayor and Board of Supervisors
City and County of San Francisco:

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the San Francisco Water Enterprise (the
Enterprise), an enterprise fund of the City and Country of San Francisco, California (the City), which comprise
the statement of financial position as of June 30, 2017, and the related statements of revenue, expenses, and
changes in net position, and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated November 8, 2017.

Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Enterprise’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Enterprise’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Enterprise’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Enterprise’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Enterprise’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering the Enterprise’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

San Francisco, California
November 8, 2017
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APPENDIX E 
 

PROPOSED FORM OF OPINION OF CO-BOND COUNSEL 

On the delivery date of the 2017 Series DEFG Bonds, Norton Rose Fulbright US LLP, San Francisco, 
California, and Curls Bartling P.C., Oakland, California, Co-Bond Counsel, propose to render their final approving 
opinion in substantially the following form: 

[Closing Date] 

Public Utilities Commission of the 
City and County of San Francisco 

San Francisco, California 

Board of Supervisors of the 
City and County of San Francisco 

San Francisco, California 

$442,180,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series DEFG 

$350,305,000 
2017 Sub-Series D Bonds 

(Refunding) (Green Bonds) 

$48,890,000 
2017 Sub-Series E Bonds 

(Refunding) 

$8,705,000 
2017 Sub-Series F Bonds 

(Refunding) 

$34,280,000 
2017 Sub-Series G Bonds 

(Refunding – Federally 
Taxable) (Green Bonds) 

Ladies and Gentlemen: 

We have acted as co-bond counsel to 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”), in connection with the issuance of its San Francisco Water Revenue Bonds, 2017 Series 
DEFG, in the aggregate principal amount of $442,180,000, consisting of $350,305,000 of 2017 Sub-Series D Bonds 
(Refunding) (Green Bonds) (the “2017 Sub-Series D Bonds”), $48,890,000 of 2017 Sub-Series E Bonds 
(Refunding) (the “2017 Sub-Series E Bonds”), $8,705,000 of 2017 Sub-Series F Bonds (Refunding) (the “2017 Sub-
Series F Bonds” and collectively with the 2017 Sub-Series D Bonds and the 2017 Sub-Series E Bonds, the “2017 
Series DEF Bonds”) and $34,280,000 of 2017 Sub-Series G Bonds (Refunding – Federally Taxable) (Green Bonds) 
(the “2017 Sub-Series G Bonds” and together with the 2017 Series DEF Bonds, the “Bonds”). The 2017 Sub-Series 
D Bonds are being issued pursuant to authority granted by the Charter of the City and 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 previously amended and supplemented (the “Original Indenture”), and as further 
supplemented by a Twenty-Eighth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Eighth 
Supplemental Indenture”) by and between the Commission and the Trustee. The 2017 Sub-Series E Bonds are being 
issued pursuant to authority granted by the Charter of the City and the Original Indenture, as further supplemented 
by a Twenty-Ninth Supplemental Indenture, dated as of December 1, 2017 (the “Twenty-Ninth Supplemental 
Indenture”) by and between the Commission and the Trustee. The 2017 Sub-Series F Bonds are being issued 
pursuant to authority granted by the Charter of the City and the Original Indenture, as further supplemented by a 
Thirtieth Supplemental Indenture, dated as of December 1, 2017 (the “Thirtieth Supplemental Indenture”) by and 
between the Commission and the Trustee. The 2017 Sub-Series G Bonds are being issued pursuant to authority 
granted by the Charter of the City and the Original Indenture, as further supplemented by a Thirty-First 
Supplemental Indenture, dated as of December 1, 2017 (the “Thirty-First Supplemental Indenture” and together with 
the Original Indenture, the Twenty-Eighth Supplemental Indenture, the Twenty-Ninth Supplemental Indenture and 
the Thirtieth Supplemental Indenture, the “Indenture”) by and between the Commission and the Trustee. 
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Capitalized terms not otherwise defined herein shall have the respective meanings ascribed thereto in the 
Indenture. 

In our capacity as co-bond counsel, we have reviewed the Indenture, certifications of the Commission, the 
Trustee and others, opinions of counsel to the Commission and the Trustee, and such other documents, opinions and 
instruments as we have deemed necessary to render the opinions set forth herein. We have assumed, but have not 
verified, that the signatures on all documents, certificates and opinions that we have reviewed are genuine. In our 
examination, we have assumed, but have not verified, the legal capacity of all natural persons, the authenticity of all 
documents submitted to us as originals, the conformity to original documents of all documents submitted to us as 
certified or photostatic copies or by facsimile or other means of electronic transmission or which we obtained from 
sites on the internet, and the authenticity of the originals of such latter documents. As to facts and certain other 
matters and the consequences thereof relevant to the opinions expressed herein and the other statements made 
herein, we have relied without investigation or verification upon, and have assumed the accuracy and completeness 
of, certificates and letters (including opinion letters), and oral and written statements and representations of public 
officials, officers and other representatives of the Commission and the City, counsel for the City and others. 

Our services as co-bond counsel were limited to such examination and to rendering the opinions set forth 
below. Furthermore, we have assumed compliance with all covenants and agreements compliance with which is 
necessary to assure that future actions, omissions or events will not cause the interest on the 2017 Series DEF Bonds 
to be included in gross income for federal tax purposes. With respect to the opinions expressed herein, we call 
attention to the fact that the enforceability of the rights and obligations under the Bonds and the Indenture are 
subject to bankruptcy, insolvency, reorganization, arrangement, moratorium and other similar laws affecting 
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in appropriate cases 
and to the limitations on legal remedies against cities and counties in the State of California. In addition, the 
imposition of certain fees and charges by the Commission relating to the Enterprise is subject to the provisions of 
Articles XIII C and XIII D of the California Constitution. 

Based upon the foregoing and subject to the limitations and qualifications herein specified, as of the date 
hereof, we are of the opinion, under existing law, that: 

(1) The Bonds have been duly authorized, executed and delivered by, and constitute the valid and 
binding special limited obligations of, the Commission. 

(2) The Indenture has been duly authorized, executed and delivered by, and constitutes the valid and 
binding obligation of, the Commission. The Indenture creates a valid pledge of the Revenues of the Enterprise and 
certain other amounts held by the Trustee under the Indenture to secure the payment of the principal of and interest 
on the Bonds, as and to the extent set forth in the Indenture and subject to the provisions of the Indenture permitting 
the application thereof for the purposes and on the terms and conditions set forth therein. 

(3) The Bonds are special limited obligations of the Commission and are payable exclusively from 
and are secured by a pledge of the Revenues of the Enterprise and certain amounts held under the Indenture. The 
general fund of the City is not liable and the credit or taxing power of the City is not pledged for the payment of the 
Bonds or the interest thereon. The Commission has no taxing power. The 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 Commission or 
any of its income or receipts, except the Revenues. 

(4) Bonds and other parity debt of the Commission have been and from time to time hereafter may be 
issued under the Indenture which are payable from Revenues of the Enterprise on a parity basis with the Bonds. 

(5) Assuming continuing compliance by the Commission with certain covenants in the Indenture and 
other documents pertaining to the Bonds and requirements of the Internal Revenue Code of 1986, as amended, 
regarding the use, expenditure and investment of proceeds of the 2017 Series DEF Bonds and the timely payment of 
certain investment earnings to the United States, interest on the 2017 Series DEF Bonds is not includable in the 
gross income of the owners of the 2017 Series DEF Bonds for purposes of federal income taxation. Interest on the 
2017 Series DEF Bonds is not treated as an item of tax preference in calculating the federal alternative minimum 
taxable income of individuals or corporations. Interest on the 2017 Series DEF Bonds, however, is included as an 
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adjustment in the calculation of federal corporate alternative minimum taxable income and may therefore affect a 
corporation’s alternative minimum tax liability. We express no opinion as to any other federal income tax 
consequences caused by the ownership of, or receipt or accrual of interest on, the 2017 Series DEF Bonds. 

(6) Interest on the Bonds is exempt from personal income tax imposed by the State of California. 

Other than as described herein, we have not addressed, and are not opining on, the tax consequences to any 
person of the investment in, or of the receipt or accrual of interest on, the Bonds. Further, certain requirements and 
procedures contained or referred to in the Indenture or in other documents pertaining to the Bonds may be changed, 
and certain actions may be 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. We express no opinion as to the effect of any change to any document pertaining to the Bonds 
or of any action taken or not taken where such change is made or action is taken or not taken without our approval or 
in reliance upon the advice of counsel other than ourselves with respect to the exclusion from gross income of the 
interest on the Bonds for federal income tax purposes. 

The opinions expressed and the statements made herein are based on an analysis of existing laws, 
regulations, rulings and court decisions. Such opinions and statements may be adversely affected by actions taken or 
events occurring, including a change in law, regulation or ruling (or in the application or official interpretation of 
any law, regulation or ruling) after the date hereof. We have not undertaken to determine, or to inform any person, 
whether such actions are taken or such events occur, and we have no obligation to update this letter in light of such 
actions or events or for any other reason. 

No opinion is expressed herein on the accuracy, completeness or sufficiency of the Official Statement or 
other offering material relating to the Bonds. 

This opinion is limited to the laws of the State of California and the federal laws of the United States. The 
opinions in this letter are expressed solely as of the date hereof for your benefit and may not be relied upon in any 
manner for any purposes by any other person. 

Respectfully submitted, 
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APPENDIX F 
 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$442,180,000 
Public Utilities Commission 

of the City and County of San Francisco 
San Francisco Water Revenue Bonds, 

2017 Series DEFG 

$350,305,000 
2017 Sub-Series D Bonds 

(Refunding)  
(Green Bonds) 

$48,890,000 
2017 Sub-Series E Bonds 

(Refunding) 

$8,705,000 
2017 Sub-Series F Bonds 

(Refunding) 

$34,280,000 
2017 Sub-Series G Bonds 
(Refunding – Federally 
Taxable) (Green Bonds) 

December 28, 2017 

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 “2017 Series DEFG Bonds”). The 2017 Series DEFG 
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-Eighth Supplemental Indenture, dated as of December 1, 2017, by and 
between the SFPUC and the Trustee, a Twenty-Ninth Supplemental Indenture, dated as of December 1, 2017, by 
and between the SFPUC and the Trustee, a Thirtieth Supplemental Indenture, dated as of December 1, 2017, by and 
between the SFPUC and the Trustee and a Thirty-First Supplemental Indenture, dated as of December 1, 2017, 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 2017 Series DEFG 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 2017 Series DEFG Bonds (including persons holding 2017 Series 
DEFG Bonds through nominees, depositories or other intermediaries) including, but not limited to, the power to vote 
or consent with respect to any 2017 Series DEFG Bonds or to dispose of ownership of any 2017 Series DEFG 
Bonds; or (b) is treated as the owner of any 2017 Series DEFG 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 2017 Series DEFG Bonds, or, if the 2017 Series 
DEFG Bonds are registered in the name of The Depository Trust Company or another recognized depository, any 
applicable participant in such depository system. 
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“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 December 18, 2017, prepared in 
connection with the sale and offering of the 2017 Series DEFG Bonds. 

“Participating Underwriters” shall mean any of the original underwriters or purchasers of the 2017 Series 
DEFG Bonds required to comply with the Rule in connection with the offering of the 2017 Series DEFG 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, 2019, with the 
report for the 2017-18 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, 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 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. The 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 11, HISTORIC WHOLESALE AND RETAIL WATER SALES”; 

(c) An update for the prior fiscal year of the table in the Official Statement entitled 
“TABLE 18, HISTORICAL PERCENTAGE INCREASES (DECREASES) IN WHOLESALE WATER 



 

 F-3 

RATES,” 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 21, HISTORICAL 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 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 26, 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 2017 Series DEFG 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 2017 Series DEFG 
Bonds, or other material events affecting the tax exempt status of the 2017 Series DEFG 
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 2017 Series DEFG 
Bonds, if material. 

11. Rating changes. 

12. Bankruptcy, insolvency, receivership or similar event of the SFPUC. 
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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 of a 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)(10), (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 
2017 Series DEFG Bonds under the Indenture. 

(c) For purposes of this Disclosure 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. 

(d) The SFPUC shall give, or cause to be given, notice of the occurrence of the receipt by the 
SFPUC of a written statement by the Climate Standards Board to the effect that the Public Utilities 
Commission of the City and County of San Francisco San Francisco Water Revenue Bonds, 2017 Series 
DEFG, 2017 Sub-Series D Bonds (Refunding) (Green Bonds) or the Public Utilities Commission of the 
City and County of San Francisco San Francisco Water Revenue Bonds, 2017 Series DEFG, 2017 Sub-
Series G Bonds (Refunding – Federally Taxable) (Green Bonds) are no longer “Climate Bond Certified.” 
The SFPUC shall, or shall cause the Dissemination Agent (if not the SFPUC) to, file a notice of such 
occurrence with the MSRB, in electronic format as prescribed by the MSRB, in a timely manner not in 
excess of 30 days after the receipt by the SFPUC of such written statement. 

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 2017 Series 
DEFG Bonds. If such termination occurs prior to the final maturity of the 2017 Series DEFG 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: 
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(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 2017 Series DEFG 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 2017 Series DEFG 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 2017 Series DEFG 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 
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 Underwriters, Holder or Beneficial Owner of the 2017 Series DEFG 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 2017 Series DEFG Bonds, and shall create no rights in any other person or entity. 
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PUBLIC UTILITIES COMMISSION OF THE  
CITY AND COUNTY OF SAN FRANCISCO 

By   
 Harlan Kelly, Jr. 
 General Manager 

Approved as to Form: 

DENNIS J. HERRERA 
CITY ATTORNEY 

By:   
 Deputy City Attorney 
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CONTINUING DISCLOSURE CERTIFICATE EXHIBIT A 

FORM OF NOTICE TO THE 
MUNICIPAL SECURITIES RULEMAKING BOARD 

OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: PUBLIC UTILITIES COMMISSION OF THE 
CITY AND COUNTY OF SAN FRANCISCO 

Name of Issue: SAN FRANCISCO WATER REVENUE BONDS, 
2017 SUB-SERIES D (REFUNDING) (GREEN BONDS),  
2017 SUB-SERIES E (REFUNDING)  
2017 SUB-SERIES F (REFUNDING)  
2017 SUB-SERIES G (REFUNDING – FEDERALLY TAXABLE) (GREEN BONDS) 

Date of Issuance: DECEMBER 28, 2017 

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 December 28, 2017. The SFPUC anticipates that the Annual Report will be 
filed by _____________. 

Dated: _______________ 

PUBLIC UTILITIES COMMISSION OF THE CITY AND 
COUNTY OF SAN FRANCISCO 

By: [to be signed only if filed]  
Title   
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APPENDIX G 
 

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 2017 Series DEFG 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 17A 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 of DTC’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 of DTC. 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 of DTC) 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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January 8, 2018 

To: The Board of Supervisors, San Francisco, CA 

Land Use & Transportation Committee 

Fax: 415-554-5163 

I am not positive I know exactly what this change will entail. However, I do know that the end of the 
Great Highway, South of Sloat is at capacity in the morning. Going North on Skyline, turning left onto the 
Great Highway In the 8 ~ 9 am hour, traffic is backed up all the way back to the Olymplc Club entrance at 
times. People from Lake Merced cannot merge In and have to continue on to Sloat Blvd, where the back 

up is also tremendous. · 

,I' 

It seems that there will be protection for the sewer treatment plar:if, so I see no reason to change the 
road. The traffic isn't eroding the shore. The worst thing would be to have people start traipsing all over 
the dunes and down to that beach. 

Reinforce the shore wall to protect the sewer treatment plant and the tunnel. The road is protecting the 
shore from people breaking It down. r 

The people who park there now are notorious for leaving garbage everywhere. 
' 

Also, isn't this road part of the National Park? San Mateo County has had no notice of changes. The 

residents haven't, anyway. 

rhank you, 

Terry Lynch 

123 181h Ave. 

San Francisco, CA 9412.l 

Terry5545@msn.com 

~· 
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January 10, 2018 

415504521 3 BILL QUAN PAGE 01 / 01 

SF Board of Supervisors 
City Hall 
1 Dr. Carlton Goodlett Dr. 
San Francisco, CA. 94102 

RE: Vote on. Interim Mayor on January 16th 

Dear Supervisors: 

via fax to Clerk of the Board 

I am writing to you to urge you to follow what is in the city charter in regards to an interim mayor; 
otherwise, why have it at all. 

Sincerely, 

"'&ti~ 
Bill(Juan 
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Member, Board of Supervisors 
District 8 

SCOTT WIENER 

;!~~ 

City and County of San Francisco 

City Hall • I Dr. Carl ton B. Goodlett Place • Room 244 • San Francisco , California 94 102-4689 • (4 15) 554-6968 
Fax (415) 554-6909 • TDD{fT Y (4 15) 554-5227 • E-mail : Scott.Wiener@sfgov.org 



San Francisco Board Of Supervisors 

My name is JOHN FITCH. 

The purpose of this communication is to notify you of a breach that has occurred 

with section 13.101.5 (b) of the san Francisco charter amendment. 

This amendment specifically states that in the event a mayor dies while holding 

office, that the president of the Board of Supervisors, shall serve as acting mayor, 

through 2020, if this meet with the board approval. 

In the event that the president of the Board of Supervisors, refuses to hold the 

office of mayor, then I, John Fitch, should become acting mayor. 

Stipulations defined by the Ethics Commission, San Francisco Charter Amendment, 

The Election Department make it clear that only a qualified candidate on record 

would be deemed qualified to assume the roll as Acting mayor. further, candidates 

not on record and sworn in prior to 

December - 2016, would not be deemed as being qualified . 

again, John Fitch is the only Certified and qualified candidate on record since 2015. 

IF John Fitch was to become acting Mayor then San Francisco could legally hold a 

special municipal election. 

Simultaneous elections cannot be held in June 2018, as this would constitute a 

breach of law for the reasons outlined above. 

Also proposition D Vacancy Appointments FAIL On 11-8- 16 

I urge you to vet this process throughly and carefully, as the media and overseeing 

agencies will have significant interest with developments related to this mah er ... , 
c:::, 

0::, 
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Thank you. £'__ / . 
Sincerely,~~ 
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[)SEC. 13.101.5. VACANCIES. 

(a) If the office of Assessor-Recorder, City Attorney, District Attorney, Public 

Defender, Sheriff, Treasurer, or Member of the Board of Supervisors, Board of 

Education or Governing Board of the Community College District becomes vacant 

because of death, resignation, recall, permanent disability, or the inability of the 

respective officer to otherwise carry out the responsibilities of the office, the 

Mayor shall appoint an individual qualified to fill the vacancy under this Charter 

and state laws. 

(b) If the Office of Mayor becomes vacant because of death, resignation, recall, 

permanent disability or the inability to carry out the responsibilities of the office, 

the President of the Board of Supervisors shall become Acting Mayor and shall. 

serve until a successor is appointed by the Board of Supervisors. 

(c) Any person filling a vacancy pursuant to subsection (a) or (b) of this Section · 

shall serve until a successor is selected at the next election occurring not less than 

120 days after the vacancy, at which time an election shall be held to fill the 

unexpired term, provided that (1) if an election for the vacated office is scheduled 

to occur less than one year after the vacancy, the appointee shall serve until a 

successor is selected at that election or (2) if an election for any seat on the same 

board as th~ vacated seat is scheduled to occur less than one year but at leilst 120 

days after the vacancy, the appointee shall serve until a successor is selected at 

that election to fill the unexpired term. 

(d) If no candidate receives a majority of the votes cast at an election to fill a 

vacated office, the two candidates receiving the most votes shall qualify to have 

their names placed on the ballot for a municipal runoff election at ~he next 

regular or otherwise scheduled election occurring not less than five weeks later. If 

an instant runoff election process is enacted for the offices enumerated in this 

Section, that process shall apply to any election required by this Section. 





m Francisco Ballot Propositions Database : : San Francisco Publlc L ... 

Home > libraries > Main > Government Information Center > San Francisco Government> San Francisco Elections and Voting ::,. 
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San Francisco Ballot Propositions Database 
Search again 

Proposition 

Title 

Date 

Vote Count 

Percentage 
of votes 

Percentage 
of votes 

required to 
pass 

D 

Vacancy Appointments 

11/8/2016 

Yes: 163,642 / No: 180,369 

Yes: 47.57% / No: 52.43% 

50%+1 

Pa~s or Fail F 

How it was 
placed on Board of Supervisors 

the ballot 

Kind Charter Amendment 

Shall the City amend the Charter to require the Mayor to 
make a temporary appointment to fill a vacancy in a local 
elected office within 28 days of the date of the vacancy; 
provide that the person who temporarily fills a vacancy 

on the Board of Supervisors cannot run in the election 
held to fill that vacancy for the remainder of the term; and 

Description require the City to hold an election to fill a vacancy on the 
Board of Supervisors within 126 to 154 days if there is no 
City election scheduled, within 180 days if another 
election is already scheduled within that period, or more 

than 180 days later if requested by the Director of 
Elections and approved -by the Mayor and the Board of 
Supervisors? 

View the Voter Pamphlet (PDF) 

The Ballot Propositions Database enables you to search the library's 

1/3/20 



----.. u ,_,u.u,uc11;e :: :san Francisco Public L. .. https://s:fpl.org/index.php?pg=2000027201 &1ropid= 1 

.,on of Voter Information Pamphlets and handbooks for San Francisco 
lmicipal elections. The content dates back to 1907, and contains smail 

gaps in coverage. The database links to digitized PDF versions of the 
pamphlets for each election. 

Search the database by date, title, letter or number desi9nation or words in 

the description. The results contain basic information about each proposition, 
including results and a brief description of the proposition. At the end of each 
summary is a link to a PDF of the ballot pamphlet for the election. 

Some of the files for the ballot pamphlets (now known as Voter Information 
Pamphlets) are very large and may cause prolonged downloads. A number 
of different versions of the pamphlet may have been produced for an election, 
and these versions are contained in the files. 

For more information, contact the Government Information Center. 



Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, (BOS) 
Monday, January 08, 2018 4:18 PM 
BOS-Supervisors 

FW: SF Needs To Recognize That Mayor Breed is the Right Choice 

From: David Madden [mailto:info@actionnetwork.org] 

Sent: Monday, January 08, 2018 4:17 PM 
To: Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org> 

Subject: SF Needs To Recognize That Mayor Breed is the Right Choice 

Board of Supervisors, 

This is the reality: The Board of Supervisors already selected London Breed to step in as 

mayor in case Mayor Lee was unable to finish his term. That happened, and the politicking by 

Jane Kim and others to replace her is appalling. 

I respectfully demand that the Board of Supervisors maintain London Breed as interim mayor 

and take the risk that she will be successful as interim mayor and appeal to the public and 

become permanent in the June 2018 election. 

David Madden 

djmadden@gmail.com 

SAN FRANCISCO, California 94117 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

-----Original Message-----

Board of Supervisors, (BOS) 
Wednesday, January 10, 2018 10:43 AM 
BOS-Supervisors 
FW: Interim mayor 

From: MICHAEL RUSSOM [mailto:michaelrussom@icloud.com] 
Sent: Wednesday, January 10, 2018 10:38 AM 
To: Board of Supervisors, (BOS} <board.of.supervisors@sfgov.org> 
Subject: Interim mayor 

Please support an interim mayor who does not have a second job or a conflict of interest! 
Michael Russom 

Sent from my iPhone 

1 





. -
From: 
Sent: 
To: 
Subject: 

Attachments: 

) 

Board of Supervisors, (BOS) 
Monday, January 08, 2018 3:28 PM 
BOS-Supervisors; BOS Legislation, (BOS) 
FW: BOS Item# 172167 January 9, 2018 Meeting Appeal of Dete'rmination of Exemption 
from Environmental Review - 2417 Green Street 
New Fillmore Coxhead June 2017.pdf 

From: Bridget Maley [mailto:bridget@architecture-history.com] 
Sent: Monday, January 08, 2018 1:09 PM 
To: Board of Supervisors, (BOS) <board .of.supervisors@sfgov.org>; Somera, Alisa (BOS) <alisa.somera@sfgov.org>; 
angela.cavillo@sfgov.org; Peskin, Aaron (BOS) <aaron.peskin@sfgov.org>; Farrell, Mark (BOS) <mark.farrell@sfgov.org>; 
Breed, London (BOS) <london.breed@sfgov.org>; Cohen, Malia {BOS) <malia.cohen@sfgov.org>; Fewer, Sandra {BOS) 
<sandra.fewer@sfgov.org>; Kim, Jane (BOS) <jane.kim@sfgov.org>; hillary.ronan@sfgov.org; ahsha.safai@afgov.org; 
Sheehy, Jeff (BOS) <jeff.sheehy@sfgov.org>; Tang, Katy (BOS) <katy.tang@sfgov.org>; Yee, Norman (BOS) 
<norman.yee@sfgov.org>; STACY, KATE (CAT) <Kate.Stacy@sfcityatty.org>; Rahaim, John {CPC} 
<john.rahaim@sfgov.org> 
Subject: BOS Item# 172167 January 9, 2018 Meeting Appeal of Determination of Exemption from Environmental Review 
- 2417 Green Street 

Monday January 8, 2018 - 1 :06 pm via email 
Re: BOS Item # 172167 January 9; 2018 Meeting 
Appeal of Determination of Exemption from Environmental Review - 2417 Green Street 

Dear Supervisors and Madam Clerk: 

I write in regard to the Appeal of Determination of Exemption from Environmental Review - 2417 Green 
Street. Unfortunately, I am unable to attend the meeting due to a prior commitment, but I felt it important to 
express my disappointment at the level of Environmental Review that occurred in this instance. I am also 
attaching a recent article I authored for the New Fillmore, titled "A Pair of Coxheads." 

I agree with the appellant that the impacts of the proposed project at 2417 Green Street should be assessed 
with regard to the known historic resource at 2421 Green Street. Further, the project also abuts a designated 
San Francisco Landmark, the Casebolt House at 2727 Pierce. In fact, there are additional previously identified 
historic resources in this block as listed in the 1976 Citywide Survey and in Here Today. The Coxhead house 
at 2421 Green is one of the single-most important residential buildings in San Francisco and no review of the 
potential impact to this structure or other resources around the project site was undertaken and an Exemption 
from CEQA was issued. Further, the boundary of a previously identified potential Pacific Heights Historic 
District stops parcels away from the 2421 Green, and in my opinion, the steeply pitched block of 2400 Green 
Street should have been included in this preliminary historic district evaluation. The appellant's concerns about 
undermining the foundation of 2421 and this large scale proposal's impact on the overall character of the 
neighborhood are justified and should be considered thoroughly in a more detailed environmental assessment. 

Please note, I have not been retained or paid to write this letter by the appellant, Mr. Kaufman. I took the time 
to do this because I believe that project sponsors should, as required by the Planning Department, understand 
the potential historic significance of their own property and the historic context and adjacent properties before 
making substantial, UNPERMITTED alterations to older residential properties in established neighborhoods 
with historic district potential. Unfortunately, this kind of illegal building activity in the City has become the 
norm, rather than an occasional incident. Recent examples were deftly noted just yesterday in the January 7, 

1 



2018 edition of the San Francisco Chronicle in an article titled "Homes in S.F., some historic, razed illegally." 
The number of disingenuous development "mistakes" occurring has reached an epidemic level in our City. We 
deserve better, our neighborhoods deserve better and most importantly, the next generation of San 
Franciscans deserve better. I would like my son to know the historic residential character of our City. I am not 
opposed to thoughtful change and carefully designed and planned projects, but too many BAD "mistakes" are 
destroying the residential and neighborhood character that makes our city a desirable place to live and a tourist 
destination. 

I also firmly believe that piecemeal permitting, as evidenced by this project and the several highlighted in 
yesterday's Chronicle, is also a systematic problem across the City. I understand that some project sponsors 
might need to stagger expenditures over a period of time, such as for families who intend to actually RESIDE 
in our expensive housing stock. However, in this case, a known developer, with a poor track record of project 
compliance, plans to flip this property so there would be no need to piecemeal permits; there should be ONE 
SINGLE permit for this project that FULLY outlines the ENTIRE scope of the project. That fully defined project 
should be assessed for its impact on the adjacent historic resources and the neighborhood as a whole. 

Please acknowledge receipt of this letter. 

Sincerely, 

Bridget Maley 

Attachments 
New Fillmore Coxhead June 2017 

bridget maley 
architecture+ history, lie 
san francisco, ca 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Erik Schnabel < info@actionnetwork.org > 
Monday, January 08, 2018 2:07 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 

61 



Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Erik Schnabel 

erikschnabel@hotmail.com 

219 Velasco Ave., Unit B 

San Francisco, California 94134 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Stephen Harney < info@actionnetwork.org > 
Monday, January 08, 2018 1:52 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Stephen Harney 

stefanoharney@gmail.com 

50 Stamford Road 

Singapore, Singapore 178899 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Janna Mancini <info@actionnetwork.org> 
Monday, January 08, 2018 1:26 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Janna Mancini 

mancinipeppers@gmail.com 

1225 Pine St Apt 6 

San Francisco, California 94109 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Brian McQuirter < info@actionnetwork.org > 
Monday, January 08, 2018 1:17 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Brian McQuirter 

ouranian@gmail.com 

SAN FRANCISCO, California 94117 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Natasha Dedrick < info@actionnetwork.org > 
Monday, January 08, 2018 12:58 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Natasha Dedrick 

arugula2@gmail.com 

1075 Florida Street 

San Francisco, California 9411 O 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

K. Howard <kathyhoward@earthlink.net> 
Friday, January 12, 2018 4:27 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

Board of Supervisors, 

San Francisco is at a critical turning point threatening its very identity and future. The past 

decade of economic development and city policies benefiting the rich and powerful have 

created a corrosive and unsustainable crisis of inequality and unaffordability, displacing lower 

and middle income families, immigrants, communities of color and artists, who, together, 

make up the backbone of our city's workforce, as well as its cultural vibrancy. 

To maintain our diversity and culture, San Francisco urgently needs a new approach to 

economic development, based on equity. We need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

K. Howard 

kathyhoward@earthlink.net 

1243 42nd Ave 

San Francisco, California 94122 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Gary Gregerson < info@actionnetwork.org > 
Wednesday, January 10, 2018 9:16 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Gary Gregerson 

dmfeelings@yahoo.com 

328 Hyde St. #7 

San Francisco, California 94109 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Steven Bender < info@actionnetwork.org > 
Wednesday, January 10, 2018 8:37 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

· passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Steven Bender 

orpheusrabbit@yahoo.com 

San Francisco, California 94114 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Morgan Clendaniel < info@actionnetwork.org> 
Wednesday, January 10, 2018 8:05 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Morgan Clendaniel 

morganclendaniel@gmail.com 

San Francisco, California 9411 O 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Richard Martini < info@actionnetwork.org > 
Tuesday, January 09, 2018 4:21 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Richard Martini 

riches2go@gmail.com 

1599 green street 

San Francisco, California 94123 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Mike Zonta < info@actionnetwork.org > 
Tuesday, January 09, 2018 10:39 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Mike Zonta 

zonta 1111@aol.com 

352 Brighton Avenue #329 #213 #213 

San Francisco, California 94112 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Robert Van Noord <info@actionnetwork.org> 
Tuesday, January 09, 2018 10:21 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Robert Van Noord 

bobsvn@gmail.com 

CA, California 94111 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Evan Markiewicz <emarkiewicz@sbcglobal.net> 
Tuesday, January 09, 2018 10:04 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Evan Markiewicz 

emarkiewicz@sbcg lobal. net 

San Francisco, California 94131 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Beth rubenstein < bethevan@igc.org > 
Tuesday, January 09, 2018 10:03 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Beth rubenstein 

bethevan@igc.org 

1585 Folsom St 

San Francisco, California 94131 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Norman Degelman < info@actionnetwork.org > 
Tuesday, January 09, 2018 9:14 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Norman Degelman 

norkydeg@gmail.com 

422 Carl St 

San Francisco, California 94117 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Jason Lok < info@actionnetwork.org > 

Tuesday, January 09, 2018 8:28 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Jason Lok 

jaylok@gmail.com 

San Francisco, California 94122 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

STEPHEN MOSTICA <stephenmostica@comcast.net> 
Tuesday, January 09, 2018 6:06 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

STEPHEN MOSTICA 

stephenmostica@comcast.net 

San Francisco, California 94124 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Jim Dorenkott <info@actionnetwork.org> 
Tuesday, January 09, 2018 2:59 AM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

. communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Jim Dorenkott 

jimdorenkott2@yahoo.com 

1000 Sutter St. #419 

San Francisco, California 94109 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Brian Edwards < info@actionnetwork.org > 
Monday, January 08, 2018 10:19 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Brian Edwards 

sf.brian.edwards@gmail.com 

4722 Balboa St. apt.4 

San Francisco, California 94121 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Nelly Maciel <info@actionnetwork.org> 
Monday, January 08, 2018 10:17 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Nelly Maciel 

nelly _maciel@yahoo.com 

4722 balboa St. Apt. 4 

San Francisco, California 94121 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Veronika Fimbres < info@actionnetwork.org > 
Monday, January 08, 2018 10:12 PM 
Board of Supervisors, (BOS) 

SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Veronika Fimbres 

veronika4governor@gmail.com 

San Francisco, California 94127 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Randy Weled <info@actionnetwork.org> 
Monday, January 08, 2018 8:43 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

RandyWeled 

wolf2weled@yahoo.com 

220A Liberty St 

CA, California 94114 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Jane Segal <info@actionnetwork.org> 
Monday, January 08, 2018 8:23 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Jane Segal 

janeseg1@gmail.com 

315 Eureka Street 

San francisco, California 94114 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Michael Horgan < info@actionnetwork.org > 

Monday, January 08, 2018 7:58 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As the Board of Supervisors now moves to appoint an interim mayor, the Board should 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

Our city's next Mayor should be elected by the voters, not selected by City Hall. 

The Board of Supervisors should appoint a "caretaker" Interim Mayor who will not run in the 

June 2018 elections as soon as possible. 

Michael Horgan 

michaelghorgan@gmail.com 

SAN FRANCISCO, California 94107 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Elysha Kensinger < info@actionnetwork.org > 
Monday, January 08, 2018 6:48 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Elysha Kensinger 

adida714@aol.com 

288 30th St 

SAN FRANCISCO, California 94131 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

lani asher < info@actionnetwork.org > 

Monday, January 08, 2018 6:45 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

lani asher 

laniasher8@gmail.com 

1806 church st 

San Francisco, California 94131 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Gary Ortega <gjortega@comcast.net> 
Monday, January 08, 2018 4:46 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Gary Ortega 

gjortega@comcast.net 

1480 Larkin St #12 

San Francisco, California 94109 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

John Paul Vitale <john@johntrepp.com> 
Monday, January 08, 2018 4:05 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city: 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

John Paul Vitale 

john@johntrepp.com 

1829A Hayes St 

San Francisco, California 94117 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Ellen Price <ellen.price@sonic.net> 
Monday, January 08, 2018 3:39 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Ellen Price 

ell en. price@sonic.net 

San Francisco, California 94117 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Susan McGarry <smcgarry@mac.com> 
Monday, January 08, 2018 3:38 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Susan McGarry 

smcgarry@mac.com 

44 Newburg St. 

San Francisco, California 94131 
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Mchugh, Eileen (BOS} 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Stephen Tranovich <info@actionnetwork.org> 
Monday, January 08, 2018 3:06 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Stephen Tranovich 

stranovich@gmail.com 

956 Ashbury St 

San Francisco, California 94117 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Sunnylyn Thibodeaux <info@actionnetwork.org> 
Monday, January 08, 2018 2:38 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Sunnylyn Thibodeaux 

sunnylynt@yahoo.com 

1326A McAllister 

San Francisco, California 94115 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Stephen Mccallion <swmccallion@comcast.net> 
Monday, January 08, 2018 2:36 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone 9f our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Stephen McCallion 

swmccallion@comcast.net 

145 Crestlake Drive 

San Francisco, California 94132 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

J. M. Yen <info@actionnetwork.org> 
Monday, January 08, 2018 2:35 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

J.M. Yen 

jm_yen@hotmail.com 

San Francisco 

San Francisco, California 94114 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Vandana Bali <vandana@vandana.net> 
Monday, January 08, 2018 2:17 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 10 or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Vandana Bali 

vandana@vandana.net 

San Francisco , California 94123 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, 

Raul Aldape <info@actionnetwork.org> 
Monday, January 08, 2018 2:08 PM 
Board of Supervisors, (BOS) 
SF Needs Democratic Process for Next Mayor 

As our city community moves forward in the wake of the tragedy of Mayor Lee's untimely 

passing, our actions must address reality: San Francisco is at a critical turning point 

threatening its very identity and future. The past decade of economic development and city 

policies benefiting the rich and powerful have created a corrosive and unsustainable crisis of 

inequality and unaffordability, displacing lower and middle income families, immigrants, 

communities of color and artists, who, together, make up the backbone of our city's 

workforce, as well as its cultural vibrancy. To maintain our diversity and culture, San 

Francisco urgently needs a new approach to economic development, based on equity. We 

need dramatic change in how we run our city. 

As the Board of Supervisors now moves to appoint an interim mayor, I call upon the Board to 

deliberate on mayoral succession in an open, transparent and participatory process. At this 

critical juncture, San Franciscans deserve Democracy, Fairness, and Transparency in the 

process of determining our next Mayor, who could potentially hold office for the next decade. 

To ensure these basic democratic principles, and to ensure that all San Franciscans have a 

say in our city's future, San Francisco needs a level playing field for all candidates and 

constituencies to participate. If the Acting Mayor or the appointed Interim Mayor runs for 

election in June 2018, s/he will have the power of incumbency, an unfair advantage that 

dashes all hopes of a fair democratic process that would give all city communities and 

residents a real voice in their future. Our city's next Mayor must be elected by the voters, 

NOT selected by 1 O or 11 people in City Hall who have their thumbs on the scale. 

I respectfully demand that the Board of Supervisors appoint a "caretaker" Interim Mayor who 

will not run in the June 2018 elections as soon as possible. 

Since the upcoming January 9th Board of Supervisors Meeting coincides with the 5 pm 

mayoral candidacy deadline on that day, a vote for our "caretaker" Interim must occur after 

January 9, and must not be delayed indefinitely. Therefore, I demand that the Board of 
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Supervisors, on January 9, schedule a special hearing for appointing San Francisco's 

"caretaker" Interim Mayor, which must take place as soon as possible in the subsequent days 

following January 9. 

Raul Aldape 

medina9055@gmail.com 

San Francisco, California 94102 
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Mchugh, Eileen (BOS) 

From: 
Sent: 
To: 
Subject: 

Board of Supervisors, (BOS) 
Friday, January 12, 2018 11:43 AM 
BOS-Supervisors 
FW: Homelessness in San Francisco, California 

From: Isabelle A-D [mailto:isabelleaduste@gmail.com] 

Sent: Friday, January 12, 2018 11:23 AM 
To: Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org> 
Subject: Homelessness in San Francisco, California 

To whom it may concern, 

My name is Isabelle and I am a junior at Raoul Wallenberg High School in San Francisco. Homelessness is a 
large issue within SF, and I am writing to you to express my concern. I have lived in San Francisco for my 
whole life and it is heartbreaking to see these people sleeping on the streets and begging for food or money. We 
as a community need to help these people. In the recent years, our mayor has made effmis in opening shelters 
and resources for the homeless. However even with all the money going into helping the homeless, the situation 
still hasn't improved. Despite opening more shelters, many people living on the streets don't want to move into 
a shelter because they are unable to bring all of their belongings and there can be a long waiting list for a spot. 
According to an SF Chronicle article, "the number of single adults living on the street - the most visible - has 
risen" and "the waiting list for nighttime shelter beds also has risen, from not even 900 last year to about 1,100 
now". Homelessness continues to worsen and these people need our help. A large amount of people living on 
the streets have a form of a mental disability and we as a community need to support them and provide 
resources to help them. I believe that you are very influential as a senate and your voice can benefit to this 
situation. 
A possible solution is creating even more spaces available for the homeless and all of their belongings. This 
would entail that these people would have a safe place to stay without getting rid of their things. Another 
solution is that there could be more organizations designated to helping the homeless get off the streets and into 
homes. These organizations would help the homeless find homes and develop a life on track with a job or 
finding connections. Thank you for taking your time to read this and I hope that you can consider these 
solutions. 

Sincerely, 
Isabelle Archer-Duste 
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