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ORDER OF BUSINESS:

1. Call to Order
The meeting was called to order at 1:36 P.M.

2. Roll Call
President Francesca Vietor, Vice President Anson B. Moran, Commissioner Ann Moller
Caen, Commissioner Art Torres, and Commissioner Vince Courtney were present.

3. Approve the Minutes of the Regular April 12, 2011, Meeting
Moved by Commissioner Caen, seconded by Vice President Moran to approve the
Minutes of the April 12, 2011, Regular Meeting; passed 5-0 AYE (Vietor, Moran, Caen,
Torres, Courtney) unanimously.

4. Public Comments
Members of the public may address the Commission on matters that are within the
Commission’s jurisdiction and are not on today’s agenda.
No general public comment was offered.

5. Communications
a) Letter Summary
b) Advance Calendar
c) Staff Reports (written reports sent to the Commissioners)
1) Quarterly Audit and Performance Review Report
2) Water Supply Agreement Update
3) Conservation Plan Update
4) Graywater Program Update
5) Urban Water Management Plan

(Rydstrom)
(Ritchie)
(Ritchie)
(Moala/Ritchie)
(Ritchie)

In response to questions by Commissioner Caen concerning aspects of the Quarterly
Audit Report, Mr. Rydstrom explained that some of the terminology used was standard
“boilerplate” language. Mr. Harrington noted this language was commonly used across
various kinds of financial reports in the City. In further explanation to Commissioner
Caen, Mr. Rydstrom reported that KPMG submitted its independent financial audits for all
three SFPUC Enterprise funds typically by November, which was then followed by the
compliance audit for the Wholesale Water Balancing Account by February of the
following year.
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6. Other Commission Business
President Vietor inquired concerning how much Hetch Hetchy water would be saved by
the introduction of the ground water pilot program mentioned.
General Manager Ed Harrington introduced a discussion of possible dates for the
Commission’s annual planning retreat this summer that had previously been scheduled to
replace the regular July 12th Commission Meeting. President Vietor requested that the
Commissioners be polled concerning alternative dates. It was noted that the regular
July 28th Commission meeting date would not work for a retreat as several key staff
would be away during that time. Mr. Harrington also noted that a special joint meeting
with the Southeast Facility Commission was proposed to be convened at the Southeast
Community Facility on the Commission’s regular June 28th meeting date with a workable
start time to be determined. Assistant General Manager of External Affairs Juliet Ellis
suggested that a 4:00 to 7:00 P.M. time frame for this special meeting would allow the
opportunity for the Commissioners to address routine business prior to addressing topics
of wider community interest and still provide sufficient time for community members
wishing to attend this special meeting after work to participate.
Public Comment
Ms. Lurilla Harris inquired concerning the availability of information concerning indoor
uses of Graywater.
In response, Assistant General Manager of Water Steve Ritchie explained that currently
only specified outdoor uses of Graywater were allowed.

7. Report of the General Manager
a) Quarterly Financial Report
Chief Financial Officer and Assistant General Manager for Business Services Todd
Rydstrom presented a detailed overview of the 3rd Quarter Budget Update. Mr. Rydstrom
reported that wholesale water sales continued their declining pattern while retail sales
rose slightly. Mr. Rydstrom reported that revenue declines were fully offset in the
Wastewater Enterprise with expenditure savings, whereas in the Water Enterpirse
expenditure savings only partially offset the water sales revenue weakness. Mr.
Rydstrom noted that all SFPUC funds showed slight improvement in projected fund
balance reserves by fiscal year end, when comparing this third quarter projection to the
previous second quarter projection. When comparing the third quarter projection to prior
year’s reserve balances, the results varied by fund. For the Water Enterpirse, fund
balance reserves had been $40,1 million last year and are now projected to end the
current fiscal year at $11.5 million. For the Wastewater Enterprise, fund balance
reserves are now projected to grow to $31.9 million by the end of the current fiscal year,
compared to $15.4 million last year. Hetch Hetchy fund balance reserves are projected
to be $81.6 million by fiscal year end, as compared to $95.1 million the prior year.

Next, Mr. Rydstrom discussed the possible loss of the very useful federally subsidized
Clean Renewable Energy Bond (CREBs) funding noting that the Federal Government
had not made any new funding available for municipalities, as previously assumed in our
FY 2010-11 budget. In response to questions by Vice President Moran regarding the 10year outlook for Hetch Hetchy Water & Power, Mr. Rydstrom reported that the 10-Year
Capital and Financial Plans had both assumed $13 million of total funding availability. In
further response to Vice President Moran, Mr. Rydstrom agreed that there was no real
“surplus” to report once all the updated financial impacts were considered. In reply to a
question by President Vietor, Mr. Rydstrom explained that the current year’s absence of
CREBs allocations were able to be covered by reserves, but that the ongoing potential
loss of CREBs allocations was especially detrimental in the out years given the projected
structural shortfall in the Hetch Hetchy fund. Mr. Rydstrom outlined and confirmed the
continuing adequacy of current reserves, such that the Commission’s Fund Balance
Reserve Policy was being met by one or more of the required reserve ratios, i.e. 15% of
Annual Revenues, 15% of Annual Expenses, or 1.25x Debt Service Coverage. for all
three enterpirse funds. Mr. Rydstrom then briefly discussed the relatively few changes
proposed for the SFPUC Budget in the Mayor’s Budget submission to the Board.
Next, in response to questions by Vice President Moran, Mr. Rydstrom and Mr.
Harrington addressed the continuing issue of the General Fund Department’s subsidized
power rates. President Vietor suggested further consideration of this problem be taken
up at the planned Commission Strategic Planning Retreat this summer. In response to
additional questions by Commissioer Caen, Mr. Rydstrom concluded his presentation
with a discussion of the importance of maintaining a strong debt service coverage ratio
and associated reserves, noting this was a significant factor in maintaining the SFPUC’s
very high credit rating, which in turn resulted in sizable savings for ratepayers on the cost
of borrowing for our debt.
b) Art Enrichment Update
Assistant General Manager for External Affairs Juliet Ellis presented a brief update on the
ongoing discussions with the Arts Commission concerning expenditure of SFPUC
percent for art funds. Ms. Ellis explained that these funds, derived from an Administrative
Code requirement that 2% of above ground construction funds be reserved for art
enrichment, were to be focused more clearly on projects with a SFPUC connection. In
response to questions by Commissioner Caen, Ms. Ellis reported and Mr. Harrington
confirmed that a 2004 City Attorney’s Opinion had made clear that the SFPUC had
authority over the expenditure of these funds. In response to questions by President
Vietor, Ms. Ellis next reported details of upcoming art enrichment expenditures, especially
calling out those related to the new 525 Golden Gate Avenue Headquarters Building.
c) Redevelopment Agency Update
Redevelopment Agency General Manager Fred Blackwell presented a detailed overview
of the situation in the wake of Governor Brown’s proposed redirection of all
Redevelopment Agency funding to close the state’s projected budget shortfall. Mr.
Blackwell then outlined the timeline for the proposed wind down by July 1st and explained

what was being proposed to bridge existing obligations and transition projects underway
to successors should the Governor’s proposal be enacted and what next steps were
likely to occur. Mr. Blackwell then discussed proposed trailing legislation that was
designed to address the challenges facing local government in assuming the
responsibilities for the Redevelopment Programs across the state without the funding
previously in place to carry them forward. Mr. Blackwell explained that that this could be
taken to the voters to amend the Constitution in order to address these funding needs.
Mr. Blackwell next addressed the set by step process in the legislature needed to bring
the Governor’s proposed redirection forward and discussed some possible alternatives.
Mr. Blackwell then took up the likely direct San Francisco impacts should this proposed
change go forward, noting that for approved projects a successor entity would carry them
forward but for projects in as yet unapproved development phases other arrangements
could be required. Mr. Blackwell noted that Governor Brown had said this change
wouldn’t impact plans for Hunters Point but that this remained to be seen as well as the
impact on plans for the former Schlage Lock Factory site, in the South of Market
neighborhood, in Mid-Market, and on planned affordable housing developments like the
Hugo Hotel.
In response to questions by Commissioner Torres regarding a Legislative Counsel’s
Opinion that this proposal was unconstitutional and about other likely legislative
responses to this proposal, Mr. Blackwell reported that the successor entities would have
to assume and issue debt and carry the projects forward.
In response to a follow-up question by Commissioner Torres concerning the impact on
the planned Treasure Island project, Mr. Blackwell noted that it had suffered an impact
already in greatly increased costs for financing the project going forward. Mr. Blackwell
assured Commissioer Torres that the City fully intended to continue with these projects
and was exploring every possible avenue to keep them going including going to the
voters if needed. For example citing the Treasure Island, Mr. Blackwell explained that
using the Infrastructure financing model was not as good as existing redevelopment
financing model but it was workable. Mr. Blackwell also noted achieving the desired
percentage of affordable housing on Treasure Island could be attained using other
means. In reply to a question by President Vietor concern impact on affordable housing
planned for Hunters Point, Mr. Blackwell affirmed that the funding was already in place
for largest element, the Alice Griffiths replacement housing project. President Vietor and
Mr. Harrington thanked Mr. Blackwell for his very informative report.
There were no public comments.

8. Bay Area Water Supply & Conservation Agency (BAWSCA) General Manager’s
Report
a) BAWSCA Update Report
BAWSCA General Manager Arthur Jensen presented a brief report given today’s lengthy
agenda and an item of major importance later in the calendar responding only to a

question posed by Commissioner Caen and reporting that he had read and reviewed the
staff report and he might have additional questions he would pose later.

CONSENT CALENDAR
9.

All matters listed hereunder constitute a Consent Calendar, are considered to be
routine by the San Francisco Public Utilities Commission, and will be acted upon by
a single vote of the Commission. There will be no separate discussion of these
items unless a member of the Commission or the public so requests, in which event
the matter will be removed from the Consent Calendar and considered as a
separate item.

No comment was offered on any consent calendar item.
The Commission Secretary read the Consent calendar items and called attention to a
needed amendment to Consent Calendar Item #9e that could be taken up separately.
Moved by Commissioner Caen, seconded by Vice President Moran to approve the
Consent Calendar Items 9a, 9b, 9c, 9d, 9f, and 9g; passed 5-0 AYE (Vietor, Moran,
Caen, Torres, Courtney) unanimously.
a) Approve and award Contract No. JOC-35, Job Order Contract, Lighting
Efficiency (C-10) and Upgrade Services for San Francisco/Peninsula/East Bay
Areas, for a not-to-exceed amount of $2,000,000 to the lowest, qualified,
responsible, and responsive bidder, Delta Electric, to perform lighting
efficiency/lighting retrofit work in City owned municipal facilities.
Resolution No.11-0057

b) Approve and award Contract No. JOC-36, Job Order Contract, Lighting
Efficiency (C-10) and Upgrade Services for San Francisco/Peninsula/East Bay
Areas, for a not-to-exceed amount of $2,000,000 to the second lowest, qualified,
responsible and responsive bidder, Enlight Energy Efficient Lighting, to perform
lighting efficiency/lighting retrofit work in City owned municipal facilities. JOC-36
is the second of three lighting efficiency JOC contracts issued under one bid
opening; the three contracts are being awarded to the three lowest bidders.
Resolution No. 11-0058
c) Approve Amendment No. 1 to Infrastructure Division, Operating Budget-funded
Agreement No. CS-890, Records Management Services, with Chaves &
Associates to capture and maintain evidence of and information about the
business activities and transactions throughout the environmental, planning,
design, construction, and close-out phases of capital programs and projects,
including the Water System Improvement Program (WSIP) projects; and
authorize the General Manager of the San Francisco Public Utilities Commission
to execute this amendment increasing the agreement by $550,000, for a total
not-to-exceed agreement amount of $1,750,000, and with a time extension of

one year and six months, for a total agreement duration of four years and six
months. Resolution No.11-0059

d) Approve Amendment No. 1 to Wastewater Enterprise, Collection System
Division, Operating Budget-funded Agreement CS-982(I), Our Water Our World
(OWOW) Program Administration, with Ann Joseph Consulting to maintain and
expand San Francisco’s OWOW outreach program; and authorize the General
Manager of the San Francisco Public Utilities Commission (SFPUC) to execute
this amendment increasing the agreement by $10,000, for a total not-to-exceed
agreement amount of $24,444, and with a time extension of one year, for a total
agreement duration of two (2) years and four (4) months.
Resolution No. 11-0060
f) Approve the plans and specifications, and award Wastewater Enterprise, Capital
Improvement Program (CIP) Program-funded Contract No. WW-514R,
Southeast Water Pollution Control Plant (SEWPCP) Medium Voltage System
Reliability Upgrades, in the amount of $2,111,000 to the lowest, qualified,
responsible and responsive bidder, NTK Construction, Inc., to increase the
reliability of the aging facility. Resolution No. 11-0061
g) Approve Modification No. 1 to Power Enterprise,- funded Contract No. HH-939,
Job Order Contract, HVAC Energy Efficiency (C-20 & B-Licenses), San
Francisco/Peninsula/East Bay, with Emcor Service/Mesa Energy Systems, Inc.,
to accomplish energy efficiency repair and renovation of mechanical systems in
City owned municipal facilities, increasing the contract by $1,500,000, for a total
not-to-exceed contract amount of $4,500,000 and with a time extension of one
year for a total contract duration of three years. This contract modification will
allow for continued energy efficiency repair and renovation of mechanical
systems at City-owned facilities. Resolution No. 11-0062
Agenda item #9e was then taken up separately.
Assistant General Manager for Wastewater Tommy Moala presented a revised resolution
text and explained that their was a pressing need to go forward with segments of this
proposed contract in ordered to coordinate with ongoing work being done by the
Municipal Railway and that the balance of the proposed street work was being separated
in order to make certain all of the appropriate environmental documentation had been
properly finalized. In response to a question by Commissioer Caen, Mr. Harrington noted
these streets were located in the Excelsior neighborhood.
e) Approve Modification No. 1 to Wastewater Enterprise, Renewal and
Replacement (R&R) Program-funded and Department of Public Works (DPW)
Pavement Renovation Program-funded Contract No. WW-455, Various
Locations Sewer Replacement & Pavement Renovation No. 1, with Precision
Engineering, Inc., to replace the existing sewer and street pavement (curb-tocurb) on Hayes Street, from Stanyan Street to Clayton Street and to replace the
existing street pavement (curb-to-curb) on Baltimore Way, Brazil Avenue,
Guttenberg Street, Jules Avenue, London Street and Russia Avenue, increasing

the contract by $1,796,024 for a total contract amount of $3,768,709 and with a
time extension of 90 consecutive calendar days for a total contract duration of
320 consecutive calendar days. The existing sewer was inspected and found to
have numerous critical deficiencies, which could result in failure of the sewer,
severely impacting this critical and busy street as well as the MTA bus line. This
modification is being added to this contract in order to coordinate with MTA’s
service change schedule in the same streets to minimize disturbances to the
neighborhood. The sewer replacement work will replace 120 year old sewer
lines at the same time that MTA replaces electric trolley buses with diesel buses
during a limited 8 week window.
Moved by Commissioner Torres, seconded by Vice President Moran to approve Consent
calendar item #9e as amended; passed 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney)
unanimously. Resolution No. 11-0063

REGULAR BUSINESS
10. Presentation and discussion of the Revenue Bond Oversight Committee Annual
Report and Audit Program.
General Manager Harrington introduced Revenue Bond Oversight Committee Chair
Aimee Brown for presentation of the Revenue Bond Oversight Committee’s (RBOC)
Annual report to the Commission. Ms. Brown began with a brief overview of the body’s
origin in voter approved Proposition P, discussed the composition of the Revenue Bond
Oversight Committee, how it was funded, and highlighted its role in providing oversight of
expenditures related to revenue bonds focusing on the Water System Improvement
Program (WSIP). Ms. Brown explained that the purpose of the RBOC is to monitor the
expenditure of bond proceeds related to the repair, replacement, upgrading, and
expansion of the City's water collection, power generation, water distribution, and
wastewater treatment facilities. The goal of the RBOC is to make certain public dollars
are spent according to authorization and applicable laws. Its purpose was to facilitate
transparency and accountability in connection with the expenditure of revenue bond
proceeds. Ms. Brown noted that unless extended the Board would sunset on
January 1, 2013.
Ms. Brown next reported that since its start up in 2006 the RBOC had in the course of
several meetings each year focused attention on WSIP projects, such as the Sunset
Reservoir, in order to identify and measure the successes and help identify and propose
remedies for problems that developed in the course of the work. Additionally, Ms. Brown
outlined the topics addressed at each of the RBOC Meetings during 2010 and called
particular attention to the work done in the past year by the member of its Contract
Working Group.
Ms. Brown reported it was anticipated additional bond proceeds will be needed for the
Wastewater Capital Improvement Program in 2011. Ms. Brown explained that similar to
WSIP, the RBOC will monitor the financing of the Sewer System Improvement Program
(SSIP) from the earliest stage to ensure that the program was within budget, on

schedule, and that proper controls were in place. Ms. Brown noted as of December 31,
2010, the SFPUC intended to issue approximately, $1.1 billion in revenue bonds during
calendar year 2011, to continue to fund the Water System Improvement Program
(WSIP) and an estimated $150 million to fund Wastewater Capital Improvement
Program projects . These bonds Ms. Brown observed were directly within the purview
of the RBOC.
Ms. Brown further explained as noted in the section of her report titled "RBOC Contract
Working Group," that the RBOC planned to complete its contracting process with
outside institutions to provide another independent evaluation focused on comparing
WSIP processes, best processes, and performance metrics to comparable capital
programs. In addition, Ms. Brown reported the RBOC planned to institute a pool of
consultants to perform its on-going audit responsibilities. Ms. Brown reported that the
members of the RBOC had expressed a variety of interests in which to engage the
consultants.
Ms. Brown cited as some of the representative topics: examination of project
contingencies-adequacy, use and unexpended balances; examination of forecasting
schedule as related to changes in project scope and anticipated project duration;
selected capital project review to assess adherence to SFPUC CMIS guidelines;
updated assessment of indirect costs and program overhead and comparison to similar
programs; assessment of performance measures that best indicate trends associated
with the completion of the Water System Improvement Program; review and adherence
of existing Risk Management Procedures used by the SFPUC; assessment of project
change order control procedures being utilized during project construction; feasibility of
the Level of Service Goals established for the Water System Improvement; examination
of the design/build approach used for the Tesla Portal Project and its applicability for
other projects set forth under the Water System Improvement Program; mid-point audit
examining the progress of the Crystal Springs Bypass Tunnel Project; examination of
delays and adequacy of staff response to the Calaveras Dam and Harry Tracy Water
Treatment Plant Upgrade Projects; review and assessment of other citizen led public
oversight committees charged with review of major infrastructure capital improvement
projects.
Ms. Brown acknowledged and expressed her appreciation to the SFPUC staff for
facilitating the tasks of the Committee. Specifically, Ms .Brown wished to acknowledge
General Manager Ed Harrington; Deputy General Manager Michael Carlin; Chief
Financial Officer (CFO) and Assistant General Manager of Business Services Todd
Rydstrom; WSIP Director Julie Labonte, Jeet Bajwa and Harvey Elwin of WSIP; Jon
Loiacono and Manfred Wong of the Wastewater Enterprise; and Deputy City Attorney
Mark Blake. Additionally Ms. Brown called out special thanks to Deputy CFO Charles
Perl, Marc Hughes, Mike Brown, David Kelly, Carlos Jacobo and Asja Steeves from
SFPUC Finance and Budget. Ms. Brown also noted that the RBOC members wished to
also thank Assistant Clerk Victor Young from the Board of Supervisors for his work in
support of their meetings.
Vice President Moran thanked Ms. Brown and her colleagues for their hard work and
noted their contributions to improvements in the quarterly reports as well as the overall
transparency of the WSIP. President Vietor commended Ms. Brown and her colleagues

for their efforts in sustaining the good work being done on the WSIP. Commissioner
Caen applauded the wide array of topics they had chosen to address and thanked the
members of the RBOC for taking up this important and challenging role.
There was no action on this item.
Public comment
There were no public comments offered.

11. Discussion and possible action authorizing the planned issuance of up to a principal
amount of $700,000,000 in Water Revenue Bonds under Proposition E to fund the
Water System Improvement Program (WSIP) and other Water Enterprise Capital
Projects, in one or more series of bonds and subject to the further approval of the
Board of Supervisors; approving the form and authorizing the execution and
delivery of related documents; authorizing the General Manager to sell in one or
more series of bonds on either a competitive or a negotiated basis, as the General
Manager determines is in the best financial interest of the San Francisco Public
Utilities Commission (SFPUC); delegating to the General Manager authorization to
award each series of bonds to the highest bidder (lowest-cost); authorizing the
General Manager to submit a resolution to the Board of Supervisors authorizing
the issuance of not to exceed $700,000,000 aggregate principal amount of Water
Revenue Bonds; and with this resolution serving as an Inducement Resolution with
the California Debt Limit Allocation Committee (CDLAC), authorizing the General
Manager to submit an application to CDLAC requesting “Volume Capacity” to
authorize the use of lower-cost, tax-exempt bond capacity for a portion of the
private use activity associated with regional WSIP projects; provided, however, the
issuance of such Water Revenue Bonds shall be subject to the terms of
Proposition E (approved by the voters November 2002); and authorize the General
Manager to request the Board of Supervisors to consider an ordinance approving
the issuance and sale of additional water revenue bonds not to exceed
$49,100,000 by the Commission pursuant to Proposition E of 2002 in Non-WSIP
Projects and associated financing costs; and adopting findings pursuant to the
California Environmental Quality Act.

Mr. Rydstrom outlined the proposed schedule for the approval process followed by the
sale of $700,000,000 in bonds through the Commission, the Board of Supervisors,
leading to a successful sale and close of the next series of Water Revenue Bonds by
August 2011. Mr. Rydstrom then discussed the changes in types of bonds that could be
sold with the useful Build America Bond no longer being available and how he proposed
to structure these as well as issue in the future some shorter-term taxable debt to gain
maximal savings for our ratepayers. Mr. Rydstrom noted on these bonds that $0.84 of
each dollar would go to support the capital projects under construction. Mr. Rydstrom
further explained that there was continuing, strong investor interest in our double AA

rated bonds despite what was going on in the financial markets in what continued to be a
recovering but still somewhat weak economy.
In reply to questions by Commissioner Torres, Mr. Rydstrom discussed total debt service
and likely investor returns expected for these bonds, noting that the required annual debt
service was structured to remain affordable for our ratepayers throughout the life of the
bonds. In response to Commissioner Torres’ question that this was affordable compared
to what; Mr. Rydstrom explained that the projected cost of Hetch Hetchy water delivered
to San Franciscan’s taps would rise from about 2/3 of a cent in FY 2011-12 to just over a
penny per gallon of water by FY 2015-16 and to a bit less than 1.5 cents per gallon by FY
2020-21. Commissioner Torres noted that this was quite a success and that the SFPUC
should make special efforts to let ratepayers know how stringently and well their funds
were being managed. Commissioner Caen agreed noting that this was remarkable.
Public comment
There were no public comments.
Moved by Commissioner Torres, seconded by Vice President Moran to approve the item
as amended; passed 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney) unanimously.
Resolution No. 11-0064

PUBLIC HEARING
(Persons who are unable to attend the public hearings may submit to the City, by the time the proceedings begin,
written comments regarding the subject of the hearing. These comments will be brought to the attention of the
Commission and will become a part of the official public record. Written comments can be sent to Michael Housh,
Commission Secretary, San Francisco Public Utilities Commission, 1155 Market Street, 11th Floor, San Francisco,
California, 94103).

12. Discussion and possible action Wholesale Revenue Requirement and Water Supply
Agreement Charges for FY 2011-12: consider and adopt the rate schedule to
recover the projected Wholesale Revenue Requirement from 27 wholesale
customers during FY 2011-12, as applied to meter readings on or after July 1, 2011,
including the adoption of an untreated wholesale water rate discount factor. This
rate schedule implements the terms of the 2009 Water Supply Agreement between
the City and County of San Francisco and the Wholesale Customers (WSA), which
was approved on April 28, 2009 by Commission Resolution No. 09-0069.

Mr. Harrington began this discussion by noting that given declining water usage making
this decision involved a careful balancing act as involving water use assumptions, and he
further pointed out that at the height of the previous drought water use had fallen to 135
MGD. Mr. Harrington stated this all came down to a question of water use, noting
continuing decline in water use, as well as a policy decision by the Commission on the
timing of the recovery of the “balancing account” due from Wholesale Customers.

Mr. Rydstrom reported that the Water Sales Agreement (WSA) required the Commission
to consider wholesale rate adjustments based on projected wholesale costs and water
deliveries, in coordination with the annual budget process. Mr. Rydstrom explained that
the rate adjustments take effect no sooner than thirty days after adoption by the
Commission. Mr. Rydstrom reported as required by WSA section 6.03.A, that notice of
the proposed increase was sent to all wholesale customers at least 30 days prior to the
Commission meeting (on April 7, 2011), along with tables and schedules illustrating the
calculation of the proposed increase in rates. Mr. Rydstrom reported that additional input
on the proposed rates was received from some Wholesale Customers and BAWSCA
subsequent to their receipt of an April 7, 2011 notice. Mr. Rydstrom noted that based on
updated balancing account repayment and water sales assumptions, staff was proposing
a $2.63 rate per Ccf effective July 1, 2011, which reflects a 38.4% increase from the
current $1.90 rate and a lower rate than was previously noticed April 7th ($2.80, a 47.4%
increase).
In general, Mr. Rydstrom explained the Water Sales Agreement (WSA) requires
wholesale customers to pay capital costs and operating expenses associated with
"regional" assets serving both wholesale and retail customers based on proportionate
water use. Mr. Rydstrom pointed out that the Water Sales Agreement (WSA) allowed the
SFPUC to recover a portion of net annual debt service for new regional assets, and to
also recover the wholesale share of annual revenue-funded new regional asset costs.
Additionally, Mr. Rydstrom noted the WSA requirements that the wholesale customers
repay the principal balance of "Existing Regional Assets" in service or under construction
prior to the effective date of the WSA. Mr. Rydstrom further explained that the Water
Sales Agreement (WSA) authorizes the SFPUC to collect a portion of debt service
coverage requirements from wholesale customers (the "Wholesale Revenue Coverage
Reserve"). Mr. Rydstrom reported that a "balancing account" continues to be used in the
Water Sales Agreement (WSA) to adjust the prospective annual wholesale revenue
requirement based on revenues recovered and actual operating results in the previous
fiscal year. Mr. Rydstrom pointed out that the proposed rates include a wholesale
payment towards the balancing account in effect under the prior wholesale agreement as
authorized by WSA section 6.05.A. To address lower water sales and projection
uncertainty, Mr. Rydstrom explained that SFPUC staff analyzed alternative rate setting
methodologies for the Wholesale Water Rate. Mr. Rydstrom reported that this review
resulted in a rate proposal memo being distributed to all Wholesale Customers on
February 3, 2011. Specifically, the SFPUC formally proposed rate-setting alternatives for
consideration, as required under the WSA, to Wholesale Customers and BAWSCA. Mr.
Rydstrom reported that the February 3rd letter detailed rate structure alternatives and
proposed moving to a Known Deliveries Approach to provide greater revenue certainty.
Mr. Rydstrom explained that the Known Deliveries Approach used the most recently
completed fiscal year's actual sales as the proposed basis for future rate setting
calculations. Mr. Rydstrom noted that during the subsequent 60-day comment period, the
SFPUC received Wholesale Customer and BAWSCA feedback including 12 letters
included hi the April 8, 2011 Commission packet. Mr. Rydstrom reported that in general,
the Wholesale Customers expressed a preference to stay with the current rate setting
methodology for the Wholesale Water Rate.

Mr. Rydstrom reported that based on the current $1.90 per Ccf rate and projected FY
2011-12 deliveries of 140 MGD, the Wholesale Customer cumulative Balancing Account
shortfall through June 30, 2012 is projected to be $70.8 million. Mr. Rydstrom
recommended that the Wholesale rate per Ccf be increased by 38.4%, resulting in a
volumetric charge of $2.63 per Ccf (1 Ccf = 748 gallons) as shown on Schedule W-25,
effective with meter readings on or after July 1, 2011. Mr. Rydstrom noted that if
Wholesale Customer water purchases during the next fiscal year were to drop to the 135
MGD level, instead of the assumed 140 MGD level, the projected revenue would be
approximately $6.6 million less using a $2.63 rate per Ccf. To guard against this revenue
shortfall, Mr. Rydstrom explained that SFPUC Finance recommended a rate reset to
$2.72 per Ccf in the event that actual Wholesale Customer sales for the prior 12 months
through September 2011, fall to 135 MGD or lower. Mr. Rydstrom reported that the $2.72
per Ccf rate would take effect January 1, 2012.
In response to questions by Vice President Moran and Commissioner Torres, Mr.
Rydstrom explained projected unit water cost and affordability out to the end of the Water
System Improvement Program. The projected cost of wholesale water was about 1/4th of
a penny per gallon in FY 2010-11 and would increase to about 1/3rd of a penny per
gallon in FY 2011-12 assuming adoption of the proposed rate increase, then be projected
to grow to 2/3rds of a penny per gallon by FY 2020-21. Additionally Mr. Rydstrom
observed that as an insurance mechanism to help address sales projection uncertainty,
the 135mgd figure allowed for a reset to match actual deliveries. Mr. Rydstrom then
outlined the extensive and ongoing efforts by staff to keep budgets flat, closely track use
and monitor capital costs projected out 10 years to help keep rates affordable. Mr.
Rydstrom also noted that the usage reductions, especially given the high levels of rainfall
and the continuing lackluster economy. Mr. Rydstrom expressed his thanks and
appreciation to BAWSCA for their collaborative and cooperative work in addressing these
issues.
Next, Mr. Rydstrom briefly took up the Untreated Wholesale Water Rate Discount Factor.
As required by section 8 of the individual water sales contract between the SFPUC and
Coastside County Water District (Coastside), Mr. Rydstrom explained that SFPUC
Finance had commissioned an independent analysis to evaluate the cost of service
issues related to the provision of untreated water. Mr. Rydstrom reported that the
analysis indicated that a discount factor of $0.23 should be applied to the Wholesale
Water Rate for Coastside's purchases of untreated water from the SFPUC. Coastside
purchases untreated water from Pilarcitos and Crystal Springs reservoirs. Mr. Rydstrom
explained that the water that Coastside purchased from these sources was not treated at
the Harry Tracy Water Treatment Plant (HTWTP). Mr. Rydstrom recommended the
application of a discount factor to these sales, and that the allocation of treatment plant
costs only occur to customers benefiting from treatment. Mr. Rydstrom reported that this
results in the recommended Untreated Wholesale Water Rate Discount Factor of $0.23
per Ccf as shown on Schedule W-25, effective with meter readings on or after July 1,
2011.

Public Comment

Bay Area Water Supply Conservation Agency General Manager Art Jensen representing
the 26 Wholesale Customer agencies reported that they concurred with the basis for the
proposed Wholesale Water rates adjustment. Mr. Jensen reported that he would have
some recommendations for future improvements in this process. Mr. Jensen agreed with
Mr. Harrington that the two basic issues were how much revenue was to be collected and
how much water was to be delivered. Mr. Jensen outlined BAWSCA’s role in assisting
the Wholesale customers pay their fair share and only their fair share of these costs. Mr.
Jensen agreed that the model chosen was necessarily conservative, and agreed with the
approach to rates being taken this year. Secondly, Mr. Jensen requested that SFPUC
staff provide BAWSCA with more details and records used in considering rates earlier to
assist them in understanding and informing decisions around rates. Thirdly, Mr. Jensen
asked that a cooperative effort be made between both the SFPUC and BAWSCA to
provide clear and easy to understand public responses to the typical questions by all of
our customers about how rates were set and the reasons they were necessary.
Mayor Tom Kasten of Hillsborough began by noting his long ties to San Francisco and
then called attention to a joint letter that the Commission had received from Peninsula
cities requesting a moderation in the previously proposed rates. Mr. Kasten noted the
SFPUC’s response in reducing the initial proposal but also noted that the lesser but still
significant increased cost of SFPUC water was a matter of great concern to all system
users. Mayor Kasten then requested that the SFPUC provide more detailed information
underlying the rate making process earlier, noting that identifying revenue needs and rate
options earlier would enable customers to base their budget proposals on the most
accurate information. Lastly Mayor Kasten applauded the extensive attention and care
given to the environment in the SFPUC’s ongoing work to maintain the water system.
BAWSCA Chair Barbara Pierce, a Redwood wood City Councilmember, noted that all of
the partners in the water system faced difficulty in these challenging times. Chair Pierce
recognized the SFPUC’s reduction in the proposed rates but noted that this was still a
very significant increase. Ms. Pierce while recognizing the Wholesale Customers
responsibilities asked that the Commissioners encourage the General Manager to
continue to work closely with the BAWSCA General Manager earlier to provide as much
information as possible concerning future rates changes so that all of the partners could
move forward collaboratively and together. Ms. Pierce noted doing this would greatly
assist in their planning.

Commission discussion
In response to Mr. Jensen and the other BAWSCA’s representatives’ comments,
President Vietor proposed to add language to the draft resolution encouraging continued
cooperative work with BAWSCA on these issues, and urged that continued focus be
placed on encouraging conservation efforts going forward.
President Vietor suggested amending the proposed resolution adding a further resolved
clause to the proposed resolution reading; FURTHER RESOLVED, This Commission
directs the General Manager to work closely with the Wholesale Customers as soon as
future water rates are developed to consider the financial effects on Wholesale

Customers of any rate increase; to share the SFPUC's water record keeping and
projection process along with the allocation of costs; and, to produce clear explanations
to the public clarifying why rate increases are necessary, what they mean to a typical
resident and any other information helpful to the Wholesale Customers.
Moved by Commissioner Courtney, seconded by Commissioner Caen to adopt the
proposed amendment 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney) unanimously
Vice President Moran pointing to these comments as well as a letter received from
Assemblyman Hill observed that some of this was of our own making and that the
S.F.P.U.C. should look at regularizing the way we approach this. Vice President Moran
noted this happened because we underestimated the actual drop in water use but that in
the end the process had worked. Mr. Harrington responded noting the usual sources of
unpredictability of use and other factors that had impacted use and pointed to another
factor, that some customers, citing Alameda County Water District for example, had
chosen to buy an increased percentage of their water from other less expensive sources.
Mr. Harrington noted that resulting impact of this shift seemed to have leveled out but that
there were larger policy questions that would impact these issues in California that were
we going to have to consider going forward.

Moved by Commissioner Caen; seconded by Commissioner Courtney to approve the
amended item, passed 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney) unanimously.
Resolution No.11-0065

13. Discussion and possible action Environmental Enhancement Surcharge beginning
in FY 2011-12: consider and adopt the Environmental Enhancement Surcharge
(EES) structure beginning in fiscal year 2011-12 and continuing for the duration of
the Interim Supply Limitation (ISL); authorize the General Manager to establish and
administer the EES if the Environmental Enhancement Surcharge Fund is approved
by the Board of Supervisors; and adopt findings pursuant to the California
Environmental Quality Act. Consideration and adoption of the EES is required under
the terms of the 2009 Water Supply Agreement (WSA) between the City and
County of San Francisco and the Wholesale Customers (“2009 Agreement”), which
was approved on April 28, 2009 by Commission Resolution No. 09-0069.(Rydstrom)

Mr. Rydstrom began by pointing out that consideration and adoption of the Environmental
Enhancement Surcharge (EES) was required under the terms of the 2009 Water Supply
Agreement (WSA) between the City and County of San Francisco and the Wholesale
Customers ("2009 Agreement"), which was approved on April 28, 2009 by Commission
Resolution No. 09-0069. Mr. Rydstrom reported that in adopting the Water System
Improvement Program (WSIP) in Resolution No. 08-0200 dated October 30, 2008, the
San Francisco Public Utilities Commission (SFPUC) included full implementation of all
proposed WSIP capital improvement projects in order to achieve level of service goals
relating to public health, public safety, and delivery reliability, but decided to adopt a
water supply element that included an Interim Supply Limitation (ISL) of 265 million

gallons per day (mgd) through 2018. Mr. Rydstrom recalled that the Commission found
that deferring the 2030 water supply element of the WSIP until 2018 would allow the
SFPUC and its wholesale customers to focus first on implementing additional local
recycled water, groundwater and demand management actions while minimizing
additional diversions from the Tuolumne River during the interim period. Additionally, Mr.
Rydstrom explained as a means of monitoring water sales to ensure that deliveries from
the SFPUC watersheds are limited to an average annual of 265 mgd through 2018, the
SFPUC committed to measuring and reviewing average annual water sales at the close
of each fiscal year, and to develop financial incentives to limit water sales. To those ends,
Mr. Rydstrom reported the Commission further agreed to implement mitigation measures
5.3.6-4a or 5.3.6-4b, as well as mitigation measure 5.3.7-6, in the event that average
annual sales exceed 265 mgd from the watersheds. After reviewing the proposed "water
supply elements" of the WSA, the Commission stated in Resolution 08-0201 that it would
determine individual allocations for each wholesale customer by December 2010, and
that the supply limitation would be enforced through an environmental surcharge on
those customers exceeding their allocations. Mr. Rydstrom reported that the interim
individual allocation concept endorsed by the Commission was then carried forward into
the Water Sales Agreement (WSA) as the Interim Supply Limitation (section 4.02) to be
enforced by means of an "Environmental Enhancement Surcharge" (section 4.04). Mr.
Rydstrom noted that on December 14, 2010, the Commission had established the
Wholesale Customer Interim Supply Allocations (ISAs) through 2018, and resolved that
the Commission would determine the amount of the Environmental Enhancement
Surcharge as part of its rate setting for Fiscal Year 2011-12. Mr. Rydstrom noted Section
4.04 of the Water Supply Agreement requires that the SFPUC, beginning in Fiscal Year
2011-12 and continuing for the duration of the Interim Supply Limitation (ISL), establish a
volume-based Environmental Enhancement Surcharge (EES) to enforce the Interim
Supply Limitation. Mr. Rydstrom explained that the surcharge would be levied only if and
when combined Retail Customer and Wholesale Customer use exceeded the Interim
Supply Limitation of 265 mgd and if the Environmental Enhancement Surcharge Fund
had been established by the San Francisco Board of Supervisors. Mr. Rydstrom
explained that in the event that total use exceeds 265 mgd, the Environmental
Enhancement Surcharge (EES) would 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. Mr. Rydstrom also noted that surcharges related to Retail Customer use in
excess of 81 MGD would be paid by the SFPUC and corresponding charges allocated
only to Retail Customers.
Mr. Rydstrom reported that surcharges related to individual Wholesale Customer use in
excess of their respective Interim Supply Allocations will be paid to the SFPUC by the
Wholesale Customer(s) whose use exceeded their allocation as a surcharge in the year
following the excess use. Mr. Rydstrom emphasized that all Environmental Enhancement
Surcharge (EES) collections are required to be placed into the restricted Environmental
Enhancement Surcharge Fund, as stipulated in WSA Section 4.04(d). Environmental
Enhancement Surcharge (EES) funds may only be used for environmental restoration
and enhancement measures for the Sierra and local watersheds. Mr. Rydstrom noted
that specific uses of Environmental Enhancement Surcharge (EES) funds would be
decided by the SFPUC and BAWSCA General Managers following input from
environmental stakeholders and other interested members of the public. Mr. Rydstrom

pointed out that should these parties be unable to agree, then they would jointly select a
third party to participate in making the decision. Also Mr. Rydstrom reported as required
in the Water Sales Agreement (WSA), the Environmental Enhancement Surcharge (EES)
could be imposed if conditions warranted beginning with Fiscal Year 2011-12 deliveries
and would continue through December 2018. Any surcharge will be determined by
September following the close of the SFPUC fiscal year and will be paid in equal
installments over the remainder of the following fiscal year.
President Vietor noted that the Bay Area Water Stewards had some thoughts on the
proposed Environmental Enhancement Surcharge and invited Mr. Drekmeier to briefly
outline their thoughts on this topic.
Public Comment
Mr. Peter Drekmeier, Tuolumne Trust, called attention to a letter on this subject sent to
the SFPUC and expressed some concern that the tiers as they were set did not seem to
be a real deterrent, and requested that consideration be given to making them more
stringent providing a stronger incentive to conserve.
BAWSCA General Manager Art Jensen commented that the first proposal in the letter
referenced by Mr. Drekmeier was quite drastic and suggested if it were to be considered
that attorneys be consulted before. As to the second proposal which Mr. Drekmeier had
referenced, Mr. Jensen responded by comparing the proposed additional amounts to a
few numbers heard today. Mr. Jensen pointed out that first of all, this charge applied to
San Francisco as well. Mr. Jensen observed that staff was concerned that their reserves
were down noting that if they use even small amounts more water the amount you had to
play in a surcharge was not a small amount. Mr. Jensen reported this could be about $75
to $80 million per year and these are not flush economic times. Mr. Jensen pointed out
the proposed structure was a significant incentive, noting if you compared these amounts
to his annual budget, and BASWCA provided a lot of service for customers and work with
the SFPUC, this was four times their annual budget Mr. Jensen noted this possibility had
not been discussed with the customers and implored the Commissioners to go no further
than your staff’s recommendation.
Commission discussion
In response to these comments Mr. Harrington noted that two other alternatives were
also suggested, the first setting penalties for total use not just averages, which a City
Attorney’s opinion found not to be in compliance with the contract, and the second with a
more aggressive tiered structure than the final one proposed by staff. Mr. Harrington
noted that the magnitude of these charges in the recommended proposal was significant
in the higher levels. In response to questions by President Vietor and Vice President
Moran, Mr. Rydstrom confirmed this structure would continue out through 2018. Mr.
Harrington additionally observed that while this process could be adjusted but doing so at
a later stage might provoke a cry of foul.
Vice President Moran observed that the Interim Supply Allocations were the best of the
available poor options and pointed out that different incentives could have very different

impacts on different customers. Vice President Moran found it to be a blunt instrument
and not easy to equitably apply. Vice President Moran pointed out that the Wholesale
Customers did not require an additional push in this regard given their well known
continuing anxieties and uncertainty regarding water supply out to 2018. Vice President
Moran noted that the process envisioned in the Water Sales Agreement (WSA) seemed
to be working and that he was disinclined to tinker further. President Vietor observed that
she understood BAWSCA’s concerns but noted this entire issue was very likely to remain
academic because there were useful incentives in place to encourage conservation, and
realistically that water use was likely to remain below the limits set through 2018 as
shown previously by staff.

Moved by Commissioner Torres, seconded by Commissioner Courtney to approve the
item; passed 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney) unanimously.
Resolution No. 11-0066

REGULAR BUSINESS
President Vietor called a brief recess at 3:53 P.M.
The Commission returned to session at 4:05 P.M.
At the request of Mr. Harrington Agenda item #15 was taken up next out of order.
15.

Discussion and possible action to approve the terms and conditions and authorize
the General Manager of the SFPUC to negotiate and execute an amendment to
the existing Lease between City and Sustainable Agriculture Education (SAGE), a
non-profit corporation, to: (i) modify the description of the leased premises to
delete an approximately 0.65 acre area located at the southern end of the
Premises near the Sunol Water Temple, and to add an approximately 1.5 acre
persimmon orchard area located nearby and to the north of the Sunol Yard; (ii)
increase the baseline for water usage from 12,000 units to 22,400 units; (iii)
provide credit for Tenant's accrued water bills in an amount not to exceed $63,544;
(iv) provide for additional Tenant Alterations; (v) provide to Tenant additional
funding in the amount of $332,500 for implementation of a water related
educational curriculum over the remaining term of the Lease; (vi) provide to Tenant
a one time payment in the amount of $70,095 for conducting stakeholder outreach
and preparation of a report concerning the proposed Alameda Watershed Center;
and (vii) update and amend the Lease and certain Lease exhibits, including the
form of Farm License. Tenant has proposed increasing the baseline for water
usage from 12,000 units to 22,400 units per calendar year because the AgPark is
now fully under production and additional acreage (the existing 1.5 acre
persimmon orchard at the entrance to the Sunol Yard) will be added to the
Premises, located on a portion of Parcel 65, in Alameda County, California.

Tim Ramirez, SFPUC Natural Resources Division Manager began by thanking Carla
Schultiese Watershed and Environmental Programs Coordinator for her outstanding work
in moving this proposal forward, noting it was the result of a lengthy and truly

collaborative process across the almost every segment of agency. Mr. Ramirez then
presented a brief overview of how this program developed from and experiment and then
described the proposed new lease and described the related changes at expanding the
agricultural park in Sunol. Mr. Ramirez noted this new lease will provide a foundation for
the next five years going forward. Ms Sibella Krause, President, Sustainable Agriculture
Education (SAGE), thanked the Commission and commended SFPUC staff for their
dedicated efforts across the entire agency in building a collaborative community benefit
partnership. Ms. Krause in particular applauded staff’s understanding early on the vision
that allowed this rich farmland to again provide for its community and nearby
communities, with help from the US Department of Agriculture, and the Columbia
Foundation, for helping create this wonderful expanded opportunity. Ms. Krause outlined
the working partnerships that celebrated that community. Ms. Krause described the many
specialized kinds of produce already being grown on the working farms and noted
potential for even more in the future. Ms. Krause especially called attention to the
thousands of school children who had already participated in its innovative model
curriculum and the many more this new partnership would allow to get involved and
learn.
President Vietor on behalf of the Commission commended and thanked Ms Krause for
her leadership and dedication in making this wonderful community benefit and green
agriculture program a reality.
Public comment
No comments were offered
Moved by Commissioner Torres, seconded by Commissioner Courtney to approve the
item; passed 5-0 AYE (Vietor, Moran, Caen, Torres, Courtney) unanimously.
Resolution No.11-0067

14. Discussion and possible action to authorize the General Manager of the San
Francisco Public Utilities Commission to execute, on behalf of the SFPUC, the
Interagency Cooperation Agreement (“ICA”) between the City and County of San
Francisco and the Treasure Island Development Authority and the Development
Agreement (“DA”) between the City and County of San Francisco and Treasure
Island Community Development, LLC Relative To The Development of Naval
Station Treasure Island in furtherance of the Treasure Island/Yerba Buena Island
Development Project, subject to the approval of the Board of Supervisors, and
adopt findings, pursuant to the California Environmental Quality Act, including a
statement of overriding considerations and a mitigation monitoring and reporting
program.
Deputy General Manager Michael Carlin presented an extensive and detailed overview of
what would be involved in the SFPUC’s role in providing water, wastewater, and power
services in the ongoing Treasure Island Development. Mr. Carlin noted that terms and
condition were still being developed and would be finalized going forward. Mr. Carlin
noted that a detailed presentation would be provided on the impact of climate change,

response to tsunami risks, and regarding the development of wetlands on the Island. Mr.
Carlin also then introduced Mr. Michael Tymoff, of the Mayor’s Office and Treasure Island
Development Authority (TIDA) for a response to any questions about specific areas of
Commission interest.
Mr. Tymoff began by presenting a summary overview of the history, a project timeline,
and proposed the outline of what elements comprised this project. Mr. Tymoff then
presented an update to his previous presentation on this project in response to points
raised previously by the Commissioners. Mr. Tymoff first outlined the public benefits, and
then discussed the need to achieve desired levels of affordable housing in response
structural changes made necessary by the Governor’s proposed elimination of
Redevelopment Agencies. Mr. Tymoff then discussed schools, parks, and the many kinds
of economic benefits that would accrue to the City from this project. Mr. Tymoff outlined
the various kinds of payments the developer was required to make and well as discussed
the many jobs that created as a result of this development of this project as well as
identifying those that would continue beyond the development phase. Mr. Tymoff then
discussed the improvements and described the various kinds of utilities infrastructure that
were to be delivered to the SFPUC as part of this agreement.
Mr. Tymoff then discussed the various proposals designed to address concerns about the
risks posed by seal level rise related to climate change. Mr. Tymoff outlined what the
developed would be required to do the address this problem as well as the seismic
related improvements also involved in strengthening the island. Mr. Tymoff also how the
development was concentrated and planned to maximize open space and at the same
time reduce risk from increased sea levels. Mr. Tymoff then outlined how the structure of
the island over time would be adapted to meet any anticipated increases in seal level. Mr.
Tymoff noted that a steady stream of funding would be made available throughout the
phases of development to fund needed work to protect against a 55’’ increase in sea
level rise out to the projected end of the development phases. In answer to questions by
Vice President Moran, Mr. Tymoff explained the amounts of funds that would be available
in stages, aside from the planning reinforcement and stabilization of the Island’s soils, to
achieve the full 55’’ level of protection. Mr. Tymoff cited a recent San Francisco Planning
& Urban Research (SPUR) Report concerning a spectrum of ways to respond to sea
level rise, noting and outlining in some detail how this development conformed to each of
SPUR’s recommended strategies and met all of the specific criteria cited for an
appropriate level of response. In response to a question by President Vietor concerning
the site for the SFPUC’s proposed new treatment facility, Mr. Tymoff explained this would
be done collaboratively subject to future agreement. Mr. Tymoff then read a letter in
support of the project from Laura Tam, Policy Director of SPUR.
In response to a question by Commissioner Torres, Mr. Tymoff explained how this
development was proposed to be revenue neutral for the City. In response to a question
about who pays for the improvements, Mr. Tymoff explained that Mello-Roos Bonds
repaid by the treasure Island residents. In response to questions by President Vietor Mr.
Tymoff expressed a firm believe that the value of Treasure Island properties would
remain high and would be entirely sufficient to support repayment of the bonds and any
future bonds that may be needed. In response to a question by Commissioner Caen Mr.
Tymoff explained how the seawalls would be constructed to permit them to be raised as

well as the raised berm that was planned for most of the perimeter and an ongoing
monitoring program would be maintaining to track any additional needed improvements.
In response to a question by Commissioner Torres, who noted that his mother had
attended the 1939 World’s Fair on Treasure Island, asking about how the expected traffic
from the development would be managed. Mr. Tymoff outlined congestion pricing as well
as a mandated transit program including ferries, Muni service, and connections to the
East Bay. .In response to a series of questions by Vice President Moran, Mr. Tymoff
again discussed details of the costs envisioned and funding mechanism’s proposed to
address sea level risk and what agencies would have regulatory jurisdiction of these
various kinds of perimeter berms and subsequent system of levees that were developed.
In response to a follow up concerning third party reviews of these costs estimates by Vice
President Moran, Mr. Tymoff said that they had been and that these costs were based
from a baseline with staged increases in response to identified changes over time. In
response a question by president Vietor, Mr. Tymoff confirmed this was to build the base
higher. In response to follow up questions by Vice President Moran, Mr. Tymoff outlined
how the Community Facilities District funded by the Mello-Roos Bonds would work. Mr.
Harrington explained that this funding was above the basic city tax rates. Mr. Tymoff
reported that $35.7 million could be generated in a given year although lesser amounts
were more likely on an annual basis. In response to a question as to how this would be
allocated, Mr. Tymoff reported this would be budgeted by the Treasure Island
Development Authority with first propriety given to response to sea level rise. Vice
President Moran expressed concern that at some future time these obligations could shift
from TIDA and asked if there was a firm commitment that this would not occur. Mr.
Tymoff explained that this was set out in the various agreements particularly in the
Financing Plan attached to the Development Agreement. Vice President Moran
requested Mr. Tymoff provide a specific citation for this obligation. In response to a
question by President Vietor Mr. Tymoff confirmed build out was set at 20 years and
there were mechanisms in place to address any unanticipated increases in sea level rise.
In answer to Vice President Moran Mr. Tymoff reported the project could begin in the
winter of 2012. Vice President Moran expressed concern that this problem could build to
a serious risk level before action was taken in response.
Next Mr. Tymoff presented the various consultants reports beginning with an overview of
the sea level rise risk by Mr. Trevetti and how the development proposed to adapt to this
over time. Mr. Trevetti discussed various agencies including the US Army Corps of
Engineers and the Bay Area Conservation and Development District (BDCC)
recommendations and studies as a basis for planning an adaptable strategy. In response
to a question by President Vietor; Mr. Trevetti discussed use of wetlands in two slides on
the Island as an adaptive response to sea level rise. As there were no questions Mr.
Trevetti skipped over the tsunami related slides
Mr. Tymoff next in response to a previous question by Vice President Moran reported a
specific citation on Page 24 of the Financing Plan Section 2.8 that specified the obligation
to address future sea level rise improvements reading the specifics of the obligation.
Next, in response to questions about how this might be triggered and who would have the
authority to act raised by Vice President Moran, Deputy City Attorney Noreen Ambrose
that there would be future discretionary decisions made by the City in various
agreements that it would be necessary for a government entity to take action which

includes TIDA to secure the City’s and the SFPUC’s interests. Mr. Tymoff agreed that this
language could be strengthened. Vice President Moran urged that that be done.
President Vietor expressed concern that this language was not in the text and perhaps
the item might be continued if the remaining questions, including concerns specific to the
SFPUC be addressed. . Mr. Tymoff asked that action be taken as they were ready and
prepared to answer any additional questions. Mr. Harrington noted that there were
potential concerns about a possible appeal of the project if this were to be held over. Mr.
Tymoff noted that this was a very high priority for the Mayor and another delay would
hinder going forward on the schedule.
Commissioner Torres and Commissioer Courtney recommended that this project be
acted on at this meeting however long as that might take. President Vietor noted that she
still had questions but had to leave and suggested. In response to a question by
Commissioer Torres Deputy City Attorney explained that Commissioners were required
to be present and vote. .After further discussion it was determined among the
Commissioners to continue this discussion.
President Vietor turned over the Chair to Vice President Moran and left the meeting at
5:42 P.M.
In response to questions concerning the proposed SFPUC infrastructure by
Commissioner Caen, Mr. Tymoff and Deputy General Manager Michael Carlin confirmed
that everything was included in on page 14 in the draft resolution would be done to the
entire range SFPUC specifications. Commissioner Caen noted that this project had been
the subject of many previous meeting and most if not all of these issues had been
addressed.
Commissioner Caen moved the item and was seconded by Commissioner Courtney.
Commissioner Courtney took this opportunity to explain his position on this issue
especially concerning the jobs being created and the needed new affordable housing
proposed for the Island, with additions planned, as well as plans to hire “at risk” residents
for these jobs. Commissioer Courtney also noted that there would many future
discussions of this proposal particularly before the Board of Supervisors. Commissioner
Torres associated himself with both Commissioner Caen’s point that there had already
been many, many, hearings on this proposal, far beyond what was usual as well as
Commissioner Courtney’s points. Commissioer Torres observed that his questions had
been addressed and that he supported acting to approve this item.
In response to another question by Vice President Moran concerning allowable changes
that could still be made, Mr. Harrington noted adjustment were possible as long as they
did not materially raise the costs and Mr. Tymoff pointed to various future action options
available to address his concerns about funding future responses to sea level rise. Vice
President Moran requested that Mr. Tymoff acknowledge that the points that he raised
could be addressed and Mr. Tymoff agreed they could be.
Public Comment

Mr. Eric Brooks, San Francisco Green Party, Our City, urged that the Commissioners
delay any action on this item suggesting that there were many serious unanswered risks
concerning the much higher levels of sea level rise up to 78” as well as risks from
tsunami’s still not addressed despite much previous public discussion. Additionally Mr.
Brooks expressed concern about the change to the proposed Infrastructure Financing
model which significantly impacts its funding levels as well as questions the reliability of
the commitment to creating affordable housing and local hiring. Mr. Brooks asked that
action be delayed noting the certainly of an appeal and citing the risks to the SFPUC from
going forward now.
Ms. Karen Pierce Mills, Chair of Community Advisory Board called attention to the
massive numbers of meetings and public discussions held over the past eleven years
addressing every aspect of this proposed project and urged that the Commission move it
forward. Ms. Mills noted that ABAG had designated this as a priority project and also read
a note from well known civic leader Ruth Gravanis, who had to leave the meeting, was
also in support of action to approve this important project.
Ms. Espanola Jackson, Bayview Hunters Point addressed concerns that she had heard
disturbing news that there was no firm commitment to local hiring and that recalled that
Section Three of the US Department of Housing & Urbane Development guidelines
required this as well as a requirement that prevailing wages be paid for any work with
certified compliance officers in place monitoring any of this work.
Mr. Joshua Arce Brightline Defense Project expressed concern that the change from
Redevelopment to Infrastructure Financing removed a requirement for local hiring and
noted that there were ways that the development agreement might be changed to make
sure that the local hire rules applied. Mr. Arce noted that it appeared that everyone was
engaged in seeking a solution to this issue as this goes forward.
Deputy General Manager Carlin requested a clarifying amendment to the resolution and
Mr. Harrington asked if there had been actual amendments made to the financing plan
related to the sea level rise as was previously discussed. There followed a clarifying
discussion among the Commissioners identifying the points to be included in such an
amendment.
Motion by Commissioner Caen on amendments to be incorporated by the City Attorney
as noted by Mr. Carlin and regarding the technical changes as discussed with the
Mayor’s Office; seconded by Commissioner Courtney Passed 4-0 AYE (Moran, Caen,
Torres, Courtney) unanimously
Moved by Commissioner Caen, seconded by Commissioner Torres, to approve the item
as amended Passed 3 AYE (Caen Torres Courtney); 1 NO (Moran).
Resolution No.11-0068

Next, Mr. Harrington suggested that Agenda items #16, #17, and #19 be called and taken
up together.

16. Discussion and possible action to authorize the General Manager of the San
Francisco Public Utilities Commission (SFPUC) to execute on behalf of the City and
County of San Francisco (CCSF), a Memorandum of Agreement with Turlock and
Modesto Irrigation Districts to allocate and manage costs for Lower Tuolumne River
fish studies until the Federal Energy Regulatory Commission (FERC) issues a new
license for the Don Pedro Project, and further to authorize the General Manager of
the SFPUC to allocate an amount not-to-exceed $750,000 for the duration of this
five year agreement between 2011 and 2016.
Public comment
No public comments were offered.
Moved by Commissioner Caen, seconded by Commissioner Torres, to approve the item
Passed 4-0 AYE (Moran, Caen, Torres Courtney) unanimously.
Resolution No. 11-0069

17. Discussion and possible action to authorize the General Manager of the San
Francisco Public Utilities Commission (SFPUC) to request approval from the Board
of Supervisors to accept and expend grant funds totaling $970,000 from the United
States Environmental Protection Agency (US EPA) for the Civic Center Sustainable
District Planning Project and to execute all required agreements. The grant requires
local matching funds of 45%, or $793,636, for a total project value of $1,763,636.
Public comment
No public comments were offered.

Moved by Commissioner Caen, seconded by Commissioner Torres, to approve the item
passed 4-0 AYE (Moran, Caen, Torres, Courtney) unanimously.
Resolution No. 11-0070

19. Discussion and possible action to approve the terms and conditions and authorize
the General Manager of the San Francisco Public Utilities Commission (SFPUC) to
convey at no cost to the City of Santa Clara acting through its Electric Utility
Company known as Silicon Valley Power (SVP), a non-exclusive electrical utility
easement to provide the electrical power service needed to operate the SFPUC’s
Bay Division Pipeline Number 3 and 4 Crossover (BDPL Nos. 3 and 4) facility at the
Guadalupe site in the City of Santa Clara.
Vice President Moran asked that staff look into and report back concerning our being
able to supply our own power for this project.
Public comment

No public comments were offered.
Moved by Commissioner Caen, seconded by Commissioner Torres, to approve the item
passed 4-0 AYE (Moran, Caen, Torres, Courtney) unanimously.
Resolution No. 11-0071

Vice President Moran then continued Agenda Item #18 and all of the Closed Session
items to the call of the Chair.
18. Discussion and possible action to approve the selection of Real Goods Solar; award
Power Enterprise, Clean Renewable Energy Bonds (CREBS) and U.S. Department
of Energy Grant-funded Agreement No. DB-120, Solar Photovoltaic Renewable
Energy Plant: MUNI Ways & Structures Facility, a Design-Build Agreement (DBA)
for design, construction, and commissioning of a fully-integrated and operational
Solar photovoltaic system at the aforementioned site; and authorize the General
Manager of the San Francisco Public Utilities Commission to execute a DBA with
Real Goods Solar consistent with the requirements of Section 6.61(G) of the San
Francisco Administrative Code for an amount up to $1,071,622.

CLOSED SESSION
20. Public comments on matters to be discussed in Closed Session.

21. Motion on whether to assert the attorney-client privilege regarding the matters listed
below as Conference with Legal Counsel.
THE PUBLIC UTILITIES COMMISSION WILL GO INTO CLOSED SESSION TO
DISCUSS THE FOLLOWING ITEMS:
22. Threat to Public Services or Facilities – Pursuant to California Government Code
Section 54957 and San Francisco Administrative Code Section 67.10(a).(Ambrose)
Consultation with: Agency Chief of Security concerning security of S.F.P.U.C. Water
and Power Systems.

23. Conference with Legal Counsel – Pursuant to California Government Code Section
54956.9 (b) and San Francisco Administrative Code Section 67.10 (d) (2).(Furman)
Anticipated Litigation: As Defendant.
24. Conference with Legal Counsel – Pursuant to California Government Code Section
54956.9 (a) and San Francisco Administrative Code Section 67.10 (d) (1)

Existing Litigation: Mitchell Engineering vs. CCSF, Alameda Superior Court, Case
No. RG07339056, filed Nov. 9, 2007; CCSF vs. Mitchell
Engineering, Inc. San Francisco Superior Court, Case No.
CGC-07-465520, filed July 26, 2007; CCSF vs Mitchell
Engineering, Inc, San Francisco Superior Court, Case No.
CGC-07-469176, filed Nov. 14, 2007; CCSF vs Mitchell
Engineering, Inc, San Francisco Superior Court, Case No.
CGC-07-465522, filed July 26, 2007; CCSF v Mitchell
Engineering, Inc, San Francisco Superior Court, Case No.
CGC-07-465524, filed July 26, 2007; CCSF v Mitchell
Engineering, Inc, San Francisco Superior Court, Case No.
CGC-07-468361, filed Oct. 18, 2007; and Mitchell Engineering
vs CCSF, United States District Court, Northern District, Case
No. CV 08 4022-SI, filed Aug. 22, 2008.
(Ambrose)

FOLLOWING THE CLOSED SESSION, THE PUBLIC UTILITIES COMMISSION WILL
RECONVENE IN OPEN SESSION.
25. Announcement following Closed Session.

26. Motion regarding whether to disclose the discussions during Closed Session.
27. Other New Business
No new business items were proposed.
ADJOURNMENT
There being no addition Business Vice President Moran adjourned
the meeting at 6:09 P.M.

