SAN FRANGISCO PUBLIC
UTILITIES COMMISSION

ABOUT THE COMMISSION

The San Francisco Public Utilities
Commission (SFPUC) is an
enterprise department of the

Gity and County of San Francisco,
California, responsible for operation, maintenance,
and development of three ufility enterprises.

It provides drinking water and wastewater
services fo the City of San Francisco, wholesale
water fo portions of Alameda, Santa Clara, and
San Mateo counties, and hydroelectric and

solar power fo municipal and retail customers
within the City and County of San Francisco.

The commigssion serves approximately 2.7 million
neople, and it has more than 2,300 employees
and an annual operating budget of $2.1 hillion.
The organization's fen-year capifal plan includes
projects foraling almost $12 billion.
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Capital Planning Improvements

Summary

The SFPUC launched its Capital
Planning Improvement Initiative
toimprove its approach to capital
project planning, prioritization,

and execution. This comprehensive
program addresses the complex
challenges of managing a growing
capital improvement plan (CIP) while
ensuring financial sustainability
and improving the commission’s
ability to deliver projects. The SFPUC'’s
emphasis on cross-enterprise collab-
oration was key to the improvement,
along with adaptive governance and
change management. This approach

also focused on assessing project deliv-

erability inclusive of staff resource
planning and contract capacity, to
enable morerealistic planning and
scheduling, in an attempt toreduce
therisk of project delays and cost
overruns. The integration of asset
management principles into capital
planning has also promoted a more
strategic, long-term approach to
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infrastructure investment. Overall,
the SFPUC is working to provide a
transformative model for public-sector
infrastructure management.

Complex challenges in managing
infrastructure

The SFPUC faces many challenges
inmanagingits expanding capital
improvement program while also
working to ensure financial sustain-
ability, project deliverability, and
keeping utility rates as affordable as
possible. Misalignment between plans
and execution capacity could oftenlead
to project delays and cost overruns,
putting upward pressure on rates. For
example, inconsistent governance and
decision-making processes existed
across the organization’s three utility
enterprises—water, wastewater and
power—along with varying standards
for project prioritization and budget
management. There was an opportunity
toimprove capital planning by unifying
governance and standards across the
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SFPUC owns and operates the Hetch Hetchy Regional Water System, which serves 2.7 million residents and thousands of businesses. The system provides water directly to
residents and businesses in San Francisco and wholesale through 27 cities and public water agencies in Alameda, Santa Clara, and San Mateo counties.

organization. Laura Busch, deputy chief
financial officer, commented, “We needed
toalign our capital plans with arealistic
capability to deliver and needed to make
sure we were responsible stewards of not
only our systems but also our customers’
resources.” Furthermore, the concurrent
supply chain constraints and staffing
shortages particularly following the
pandemic affected SFPUC’s ability

to deliver on project timelines. It was
critical toreassess past assumptions for
projecting deliverability across the full
SFPUC capital investment portfolio.

In addition toimproving the tactical
elements of capital planning, the SFPUC
also concluded thatitneeded toincrease
its overall capacity to execute projects
matching its growing CIP. Over the past
12 years, the size of the capital plan
hasmore than doubled. In many ways,
the organization was already doing
the work to meet the expanding need
and had implemented best practices,
butnotthroughoutthe organization.

The potential was there, but proactive
facilitation was needed to bring these
innovative practices across the agency.
Luke Fuller, manager for strategy, inno-
vation, and change, commented, “We
were fragmented and working in silos. We
realized that the project needed to serve
asaclearinghouse tovetideas and bring

people together.” Thisrealization led to
the development of a comprehensive,
multi-year initiative to reform the
capital planning and delivery practices.

Creating a realistic and
transformative plan

From the beginning of the project, SFPUC
had goals of creating a unified approach
for the capital program, improving
its ability to assess deliverability for
project planning, and increasing its
capacity to put projectsinto action.
From amore practical standpoint, this
meant that the organization would
develop a FY23-24 capital budgetand
ten-year capital plan that would align
execution with capacity; clearly define
roles, responsibilities, and expectations;
and promote transparency in decision
making. SFPUC also streamlined tools
and templates for data collection to
increase the efficiency of the process
and improve user-friendliness.

Unlike many technical solutions
the organization had tried in the past,
which had focused on isolated aspects of
capital planning, the SFPUC’s initiative
takes a holistic, enterprise-wide
approach. Itaims to address systemic
andinterconnected issues across 12
workstreams, ranging from governance

and financial sustainability to resource
planning and environmental compli-
ance. “We have over 170 people involved
in capital planning, and our team was
able toidentify leads for separate but
connected workstreams, and coordinate
dependencies,” Tricia Yang, director of
strategy, innovation, and change, said.
The comprehensive scope allows for
systemic improvements that are more
likely to yield lasting, transformative
results. “There was an opportunity to see
what each division was doing well and
learn from each other,” Yang explained.
“We wanted to have aunified approach.”

Building capacity

This enterprise-wide approach focused
on building capacity within the organi-
zation. The initiative worked to promote
cross-training and skill development
across different disciplines for capital
planning to enable more consistent
use of tools and criteria across the
three SFPUC enterprises. The project
also helped educate staff about the
impact of our capital plan on rate payer
affordability. Staff were educated to
work with an awareness of customer
and community impacts, in addition
to systemresilience, climate change,
regulatory requirements and overall
demand for service while developing
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“There was an opportunity for us here to see what each division was doing
well and learn from each other, We wanted to have a unified approach.”
TRIGIA YANG, DIRECTOR OF STRATEGY, INNOVATION, AND CHANGE

their capital plans. The initiative also
defined opportunities to enhance data
analytics capabilities, to enable more
data-driven decision makingin capital
planninglongterm. This hasresulted
in a separate multi-year project to
investigate the organization’s program
management systems.

While this project heavily involved
the Finance Department, it wasled by
the organization’s Strategy, Innovation
and Change Team, which partnered with
Finance on the project. Busch, said, “It
was actually reallyimportant that this
effort wasnotled by Finance because
itencompasses so much more than
finance.” By taking a broader approach
focused on balancing capital investment
needs with financial sustainability, the
team was able to help break down silos
and work on connecting people. “In 2022,
about two years after the pandemic
started, people had gotten used to
working remotely,” Fuller said. “We had
ameeting where we invited everyone
tooneroom.Ithinkthere were 30to 40
peopleinthere, most of whom hadn't
seen each otherin years, and some who
had never metin person.”

Community impact

The initiative’s emphasis on financial
sustainability and keeping rates as low
as possible directly benefits ratepayers,
butbenefits go beyond financial consid-
erations. The improvements in capital
planning and delivery contribute to San
Francisco's infrastructure resilience.
Enhanced environmental compliance
processes help ensure that SFPUC
projects align with the city’s sustainabil-
ity goals, and improved infrastructure
reliability supports San Francisco’s

economy by providing dependable
utility services to businesses and
residents.

Asamajorregional utility provider,
the SFPUC's efforts towards improved
capital planning and delivery capa-
bilities have broader impacts. More
reliable water and power systems benefit
communities throughout the Bay Area
thatrely on SFPUC services. Improved
wastewater management contributes to
better environmental outcomes for the
entire San Francisco Bay ecosystem.
Theinitiative’s focus on financial sus-
tainability helps ensure that the SFPUC
can continue to meetitsregional service
commitments withoutimposing undue
financial burdens on partner wholesale
communities.

Lessons learned for other governments

With any large change project, the most
difficult part of the changeis often not
technical butisinstead based on people
and organizational culture. Based

on SFPUC’s experience, dedicating a
program management team and steering
committee that encourage collaboration
is critical. Organizations need to focus
oninteractions among teams, especially
where there may not be existing relation-
ships or formal structures to develop
improvements organically.

From there, clearroles and responsi-
bilities among business owners, subject
matter experts, and other stakeholders
establish proper expectations for
everyone. “Establishing clear roles
was key,” Yang said. “We found that the
areas thatwere the mostchallenging
toimprove were those thatlacked
ownership.” Many enterprise applica-
tions are used at SFPUC and there are

many processes that govern capital
planning and delivery. However, this
projectrevealed that technology and
process improvements are only one part
-itisjustasimportant to define and fill
staff and capability gaps to own and lead
substantive areas of work that others
with separate full-time responsibilities
struggle to focus on year-round.

Lastly, SFPUC took an agile approach
and considered the effort a workin
progress throughout its implementa-
tion. There should always be room to
improve and build on prior success.
Yang emphasized, “It'sreally a journey.
When we started, we set expectations
thatthis was going to take five years
and deliberately broke down the project
to sortout smallerimprovements that
can beimplemented right away from
efforts that would need alonger runway.
Ithasbeen great to see that our teams
have been committed to staying the
course with us and working together.”
Nancy Hom, SFPUC’s assistant general
manager of business services and chief
financial officer states, “The most
recent 10-Year Capital Planning process
was by far one of the most transparent
and collaborative. Ilook forward to the
continued improvements to our internal
processesin the coming years.”

Contacts

Trey Hunter, capital planning and
budgeting program manager

Tricia Yang, director, strategy, innovation
and change

Luke Fuller, manager, strategy, innovation
and change

Laura Busch, deputy chief financial officer
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