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GENERAL INFORMATION

For an index of certain defined terms used in this Official Statement, see APPENDIX G — “INDEX OF
PRINCIPAL DEFINITIONS.” Capitalized terms used, but not defined in this Official Statement have the meanings
given in the Indenture. For definitions of certain terms used in the Indenture, see APPENDIX C — “SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE.”

Descriptions and summaries of CPUC orders, the Rate Agreement, the Indenture, the Series 2016P Bonds,
DWR’s Servicing Arrangements, Division 27 (commencing with Section 80000) of the California Water Code, as
amended from time to time (the “Act”), and other documents, regulations and laws referred to in this Official
Statement do not purport to be complete and reference is made to each of them for a complete statement of their
provisions. A copy of the Rate Agreement is attached as Appendix D to this Official Statement. Copies of other
DWR documents referred to in this Official Statement may be obtained by request to DWR at 1416 Ninth Street, 8™
Floor, Sacramento, California 95814, Attention: Chief, Division of Fiscal Services; upon payment of a reproduction
fee.

This Official Statement, including any supplement or amendment hereto, is intended to be deposited with,
and may be obtained from the Municipal Securities Rulemaking Board (“MSRB”) through the Electronic Municipal
Market Access website of the MSRB, currently located at http://emma.msrb.org. The information contained on such
website is not part of this Official Statement and is not incorporated herein.

So far as any statements made in this Official Statement involve matters of opinion, assumptions,
projections, anticipated events or estimates, whether or not expressly stated, they are set forth as such and not as
representations of fact, and actual results may differ substantially from those set forth herein. Neither this Official
Statement nor any statement which may have been made verbally or in writing in connection with the issuance of
the Series 2016P Bonds is to be construed as a contract with the Owners or beneficial owners of the Series 2016P
Bonds.

No person has been authorized to give information or to make any representations in connection with the
issuance of the Series 2016P Bonds other than the information and representations contained in this Official
Statement; and, if given or made, such other information or representations must not be relied upon as having been
authorized by DWR or the State. This Official Statement does not constitute an offer to sell or a solicitation of an
offer to buy, nor shall there be any sale of the Series 2016P Bonds offered hereby by any person in any jurisdiction
in which it is unlawful for such person to make such offer, solicitation or sale. This Official Statement speaks only
as of its date and any information, estimates and/or expressions of opinion herein are subject to change without
notice; and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no material change in the affairs of DWR or the CPUC
since the date hereof.

The information set forth herein has been obtained from sources that are believed to be reliable, but it is not
guaranteed as to accuracy or completeness. The presentation of certain information herein is intended to show
recent historic information and is not intended to indicate future or continuing trends in the financial position or
other affairs of DWR or the CPUC. No representation is made that past experience, as it might be shown by such
financial and other information, will necessarily continue or be repeated in the future. However, this Official
Statement also includes forward-looking statements that are based on DWR’s current expectations and projections
about future events. These forward looking statements are subject to risks and uncertainties, including risks and
uncertainties outside the control of DWR. Such statements generally are identifiable by the terminology used, such
as “plan,” “expect,” “estimate,” “budget,” “believes,” “projects” or other similar words. Such forward-looking
statements include but are not limited to certain statements contained under the captions “SUMMARY,” “PLAN OF
REFUNDING,” “DWR’S ROLE AS POWER SUPPLIER UNDER POWER SUPPLY PROGRAM ENDED,”
“SECURITY FOR THE BONDS,” “THE DWR POWER SUPPLY PROGRAM,” “CALCULATION AND
IMPOSITION OF BOND CHARGES,” “LITIGATION AND ADMINISTRATIVE PROCEEDINGS,” “RISK
FACTORS,” and “TAX MATTERS” in this Official Statement. The achievement of certain results or other
expectations contained in such forward-looking statements involve known and unknown risks, uncertainties and
other factors that may cause actual results, performance or achievements described to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking statements. DWR
does not plan to issue any updates or revisions to these forward-looking statements if or when expectations or
events, conditions or circumstances on which such statements are based occur or fail to occur.



A wide variety of other information, including financial information, concerning DWR and the State is
available from DWR, the State Treasurer, the State and publications and websites of DWR, the State Treasurer, the
State and various State agencies and officials, including the CPUC. Any such information that is inconsistent with
the information set forth in this Official Statement should be disregarded. Except as expressly provided otherwise
herein, no such information is a part of or incorporated into this Official Statement.

The CPUC makes no representation as to the accuracy or completeness of this Official Statement, including
any forward looking statements or projections contained in this Official Statement and any description in this
Official Statement of litigation involving or affecting the CPUC. Any statements regarding such litigation do not
necessarily represent the CPUC’s view of such litigation or any position in such litigation. In addition, while CPUC
staff may have assisted in the preparation of certain sections of this Official Statement, the CPUC can only take
positions through formal action and has not taken any such action with respect to preparation or approval of this
Official Statement. The CPUC is an independent five member body that must act by an affirmative vote of a
majority of its members and, as a result, the CPUC can only indicate its views in formal decisions or other formal
actions. In addition, the CPUC is an independent body not subject to the control of DWR and may take positions in
the future different from DWR in litigation or other matters described in this Official Statement. As a result,
statements in this Official Statement regarding electricity markets and regulation, and DWR’s views of the CPUC’s
role or DWR’s role in such markets and regulation, do not necessarily represent the views, opinions or beliefs of the
CPUC and should not be construed as such by any recipient of this Official Statement.

Information in this Official Statement about the major investor-owned utilities in California, Pacific Gas
and Electric Company, San Diego Gas & Electric Company and Southern California Edison Company (collectively,
the “IOUs”) has been obtained from publicly available documents. Each of the IOUs and the parent companies of
each of the IOUs named under “THE DWR POWER SUPPLY PROGRAM - Customer Base” file annual, quarterly
and certain other reports with the Securities and Exchange Commission (“SEC”). Such reports are available on the
SEC’s website (www.sec.gov) and upon request from the Office of Public Reference of the SEC, 450 5th Street,
NW, Room 1300, Washington, D.C. 20549-0102 (phone: (202) 942-8090; fax: (202) 628-9001; e-mail:
publicinfo@sec.gov). No such report is a part of or incorporated into this Official Statement. Filings by each of the
IOUs with the Federal Energy Regulatory Commission (“FERC”) may be found on FERC’s website
(www.ferc.gov). No such report on the SEC’s website or report on the FERC website is a part of or incorporated
into this Official Statement. The information referred to in this paragraph has not been independently verified and
DWR and the Underwriters do not warrant that this information is accurate or complete.

In connection with this offering the Underwriters may over-allot or effect transactions that stabilize or
maintain the market prices of the Series 2016P Bonds offered hereby at levels above that which might otherwise
prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time.

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 a 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.

il



OFFICIAL STATEMENT

$567,230,000

State of California Department of Water Resources
Power Supply Revenue Bonds, Series 2016P

SUMMARY

This summary is a brief description of the Series 2016P Bonds and this Official Statement. A full review should be
made of the entire Official Statement, including the Appendices. The Index of Principal Definitions in Appendix G lists the
pages on which the definitions of principal terms used in this Official Statement appear.

General

Outstanding Bonds; Plan of Refunding................

Bond Authorization

This Official Statement describes the State of California (the “State”)
Department of Water Resources (“DWR”) Power Supply Program,
DWR’s Power Supply Revenue Bonds (the “Bonds”), including the
Power Supply Revenue Bonds, Series 2016P (the “Series 2016P
Bonds”) offered hereby in the principal amount of $567,230,000. See
“THE SERIES 2016P BONDS” and “SECURITY FOR THE
BONDS.”

As of August 1, 2016, there were $4,609,360,000 aggregate principal
amount of Bonds issued by DWR to finance or refinance costs of the
Power Supply Program outstanding, all of which are fixed rate bonds.
DWR is issuing the Series 2016P Bonds to refund $555,330,000
aggregate principal amount of Bonds and to pay certain costs of
issuance of the Series 2016P Bonds. DWR will use proceeds of the
Series 2016P Bonds, together with other available moneys, to establish
an escrow account on the date of issuance of the Series 2016P Bonds
to accomplish the defeasance of all of the Series 2005F Bonds in an
aggregate par amount of $348,130,000 and the defeasance of a portion
of the Series 2008H Bonds in an aggregate par amount of
$207,200,000. The purpose of this refunding is to obtain savings with
respect to Bond Related Costs. See “PLAN OF REFUNDING.” The
final maturity of the outstanding Bonds is May 1, 2022.

The outstanding Bonds, the Series 2016P Bonds and any additional
Bonds that may be issued from time to time under the Indenture will be
secured by and payable from the Trust Estate on a parity basis. See
“SECURITY FOR THE BONDS.” As of the date hereof, DWR does
not anticipate issuing any additional Bonds after the Series 2016P
Bonds other than refunding Bonds if then-existing market conditions
provide for a significant level of debt service savings.

The Series 2016P Bonds are being issued under Division 27
(commencing with Section 80000) of the California Water Code, as
amended from time to time (the “Act”) and a Trust Indenture, as
amended and supplemented (the “Indenture”), including, with respect
to the Series 2016P Bonds, as supplemented by a Thirteenth
Supplemental Trust Indenture (the “Thirteenth Supplemental
Indenture”) among DWR, the Treasurer of the State, as Trustee, and
U.S. Bank National Association, as Co-Trustee (collectively, the
“Trustees™).



The Series 2016P Bonds

Department of Water Resources

Power Supply Program

The Series 2016P Bonds will be dated the date of their delivery, will
mature on the dates and in the amounts, and will bear interest at the
rates shown on the inside cover of this Official Statement. Interest on
the Series 2016P Bonds is payable on May 1 and November 1 of each
year, commencing May 1, 2017. Series 2016P Bonds may be
purchased in book-entry form only, in principal amounts of $5,000 or
any integral multiple thereof within a maturity. The Series 2016P
Bonds are not subject to optional redemption prior to maturity. The
Series 2016P Bonds maturing on May 1, 2021, are subject to
mandatory sinking fund redemption prior to maturity. See “THE
SERIES 2016P BONDS —Redemption.”

DWR was established in 1956 under California law as a department
within the Executive Branch of the State. The Director and Chief
Deputy Director of DWR are appointed by the Governor and report to
the Governor through the Secretary of the Resources Agency. DWR
has been operating the Power Supply Program since early 2001. See
“THE DWR POWER SUPPLY PROGRAM.” Under the Power
Supply Program, DWR purchased power for sale to end use customers
in the service areas of the three major investor-owned electric utilities
in the State, Pacific Gas and Electric Company (“PG&E”), Southern
California Edison Company (“SCE”), and San Diego Gas & Electric
Company (“SDG&E”) (collectively, the “IOUs”). DWR ceased
purchasing power under the Power Supply Program when the last long-
term power purchase contract terminated on April 15, 2015. See
“DWR’S ROLE AS POWER SUPPLIER UNDER POWER SUPPLY
PROGRAM ENDED” and “THE DWR POWER SUPPLY
PROGRAM - Background and History — Summary of the Power
Supply Program.” DWR operates the Power Supply Program through
the Electric Power Fund, which is separate and apart from DWR’s
other funds.

DWR established the Power Supply Program in 2001, when Governor
Gray Davis determined that the IOUs could not or did not supply
electric power sufficient to prevent widespread and prolonged
disruption of electric service in California.  Governor Davis
proclaimed a state of emergency, and directed DWR to procure electric
power for retail customers of the IOUs. During 2001 and 2002, DWR
entered into both short-term and long-term contracts to purchase power
from wholesale suppliers, and supplied the portion of the retail load
that the IOUs could not or did not provide. DWR was only authorized
under the Act to purchase wholesale power to the extent wholesale
power could be purchased by DWR through a long-term wholesale
power contract entered into prior to December 31, 2002. All of these
long-term wholesale power contracts and all related contracts (e.g.
contracts for supply of natural gas) have expired or been terminated.
See “DWR’S ROLE AS POWER SUPPLIER UNDER POWER
SUPPLY PROGRAM ENDED” and “THE DWR POWER SUPPLY
PROGRAM.”

DWR recovers the costs of the Power Supply Program through “Bond
Charges” and “Power Charges,” which are imposed by the CPUC on
approximately 11.2 million bundled customers and approximately 450
thousand direct access, departing load and Community Choice
Aggregation customers. A “bundled customer” is a retail customer
that purchases electrical energy and transmission and distribution
services from an IOU. A “direct access” customer is a retail customer
who purchases electrical energy from an electric service provider but



DWR’s Role as Power Supplier Under
Supply Program Ended

Power

California Public Utilities Commission

purchases transmission and distribution services from an IOU. An
“electric service provider” is a privately-owned retail seller of
electrical energy, other than an IOU that is regulated by the CPUC, as
defined with more particularity in the Rate Agreement attached as
Appendix D. A “departing load” customer is a retail customer who
commences customer generation (sometimes called “self-generation’)
or whose load was or was projected to be served by the IOU, but who
is now receiving electrical energy and transmission and distribution
services from a publicly owned utility. A “Community Choice
Aggregation” customer is a retail customer that receives electrical
energy from a Community Choice Aggregator pursuant to California
Public Utilities Code Section 366.2.

Bond Charges are the primary source of money to pay debt service on
the Bonds, and must continue to be imposed by the CPUC even though
DWR no longer purchases or sells electricity under the Power Supply
Program.

See “DWR’S ROLE AS POWER SUPPLIER UNDER POWER
SUPPLY PROGRAM ENDED,” “SECURITY FOR THE BONDS —
Rate Covenants,” “THE DWR POWER SUPPLY PROGRAM -
Summary of Historical and Projected Operating Results” and
“CALCULATION AND IMPOSITION OF BOND CHARGES — Rate
Agreement.”

No power purchase contracts remain in effect and DWR has received
substantially all of the final Power Charge Revenues and Direct Access
Power Charge Revenues to be collected from rate payers pursuant to
the Servicing Arrangements. DWR expects virtually all of the
Revenues it receives will be Bond Charge Revenues that will flow
through the Bond Charge Accounts, except for amounts, if any, yet to
be received by DWR from claims related to power purchases by DWR
under the Power Supply Program. See “LITIGATION AND
ADMINISTRATIVE PROCEEDINGS - California  Refund
Proceedings.”

The amount in the Operating Account from Power Charge Revenues
and Direct Access Power Charge Revenues already received by DWR
is projected by DWR to be more than sufficient to pay any power
contract related costs, including amounts to pay for litigation and
regulatory support costs, that may remain and DWR intends to retain a
sufficient amount in the Operating Account to pay such costs when
due. DWR projects to return any excess amounts to ratepayers after
any such power contract and related costs are no longer outstanding.

See “DWR’S ROLE AS POWER SUPPLIER UNDER POWER
SUPPLY PROGRAM ENDED.”

See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE - Establishment of Funds” and see also “—
Application and Flow of Funds” for a description of the determination
of Excess Amounts under the Indenture.

Under California law and the Rate Agreement (described below), the
CPUC sets Bond Charges to recover DWR’s statutorily defined
revenue requirements and allocates such charges among service areas
and electric customers. The CPUC has also approved a number of
decisions that implement other aspects of the Power Supply Program.
See “CALCULATION AND IMPOSITION OF BOND CHARGES.”



Bond Charges and Rate
Covenants

The CPUC was established in 1911 under the California Constitution
and the California Public Utilities Act enacted in 1912. The CPUC is
an independent regulatory agency and is not controlled by DWR. The
CPUC regulates the IOUs and other California entities, mostly
investor-owned electric, telecommunications, natural gas, water,
railroad and passenger transportation companies. See “CALIFORNIA
PUBLIC UTILITIES COMMISSION.”

The CPUC makes no representation as to the accuracy or completeness
of this Official Statement, including any forward-looking statements or
projections contained in this Official Statement and any description in
this Official Statement of litigation involving or affecting the CPUC.
Any statements regarding such litigation do not necessarily represent
the CPUC’s view of such litigation or any position in such litigation.
In addition, while CPUC staff may have assisted in the preparation of
certain sections of this Official Statement, the CPUC can only take
positions through formal action and has not taken any such action with
respect to preparation or approval of this Official Statement. The
CPUC is an independent five member body that must act by an
affirmative vote of a majority of its members and, as a result, the
CPUC can only indicate its views in formal decisions or other formal
actions. In addition, the CPUC is an independent body not subject to
the control of DWR and may take positions in the future different from
DWR in litigation, or other matters described in this Official
Statement. As a result, statements in this Official Statement regarding
electricity markets and regulation, and DWR’s views of the CPUC’s
role or DWR’s role in such markets and regulation, do not necessarily
represent the views, opinions or beliefs of the CPUC and should not be
construed as such by any recipient of this Official Statement.

The Bonds are payable primarily from charges (“Bond Charges”) to be
imposed by the CPUC upon approximately 11.2 million bundled
customers and approximately 450 thousand direct access, departing
load and Community Choice Aggregation customers in the service
areas of the IOUs. In the Rate Agreement with DWR (the “Rate
Agreement”), the CPUC has irrevocably covenanted to calculate,
revise and impose from time to time, Bond Charges sufficient to
provide moneys so that amounts available for deposit in the Bond
Charge Payment Account under the Indenture from time to time,
together with amounts on deposit in the Bond Charge Payment
Account, are at all times sufficient to pay or provide for the payment of
debt service on the Bonds and other Bond Related Costs when due in
accordance with the Indenture and other financing documents. DWR’s
Bond Charge servicing costs, costs of preparing and providing the
information and reports required under the Indenture and other
financing documents, the Rate Agreement and the Act, related audit,
legal and consulting costs, related administrative costs, and costs of
complying with arbitrage restrictions and rebate requirements (such
costs referred to herein as “Bond Servicing and Administrative Costs”)
are included as a component of the Bond Related Costs recovered
through the imposition of Bond Charges. See “SECURITY FOR THE
BONDS - Rate Covenants” and “CALCULATION AND
IMPOSITION OF BOND CHARGES — Rate Agreement.”

Under the Act and the Rate Agreement, DWR is responsible for
notifying the CPUC of the amounts required to pay Bond Related
Costs that are to be recovered from Bond Charges. See



Rate Agreement and CPUC’s Bond Charge
Rate Covenant

Bond Related Costs

“CALCULATION AND IMPOSITION OF BOND CHARGES — Rate
Agreement.”

In the Indenture, DWR has covenanted to cause to be established, fixed
and revised from time to time, charges sufficient, together with any
other available moneys and securities on deposit in DWR’s Electric
Power Fund, to satisfy all of DWR’s revenue requirements at the times
and in the amounts needed. The term “revenue requirements” means
the amounts needed from time to time by DWR to satisfy its
obligations under the Act and under proclamations and orders issued
pursuant to the California Emergency Services Act that are identified
in the Indenture. These obligations include, but are not limited to,
making deposits to the Bond Charge Payment Account and Debt
Service Reserve Account in the amounts and at the times required by
the Indenture. See “CALCULATION AND IMPOSITION OF BOND
CHARGES - Substantive Considerations in Establishing Revenue
Requirements” and “— DWR Actions to Establish Revenue
Requirements.”

The Rate Agreement provides that the CPUC rate covenant described
herein shall have the force and effect of a “financing order” under the
California Public Utilities Code and shall be irrevocable and
enforceable in accordance with its terms, including, without limitation,
in circumstances in which DWR has breached its obligations under the
Rate Agreement or in respect of the Financing Documents. Under the
California Public Utilities Code, a “financing order” is binding upon
the CPUC as it may be constituted from time to time, and the CPUC
shall have no authority to rescind, alter or amend its obligations
thereunder. Under the Act, the rights, powers and duties of the CPUC
and DWR may not be diminished or impaired in a manner that would
adversely affect the interests or rights of Bondholders. See
“SECURITY FOR THE BONDS - Rate Covenants,”
“CALCULATION AND IMPOSITION OF BOND CHARGES — Rate
Agreement” and “RISK FACTORS - Determination of Bond
Charges.”

Bond Related Costs that are payable from Bond Charges imposed by
the CPUC under the Rate Agreement include, among other costs, debt
service on the Bonds and payments required to be made: (i) under
agreements with issuers of credit and liquidity facilities, including
letters of credit, bond insurance, guarantees, debt service reserve fund
surety bonds, lines of credit, reimbursement agreements, and standby
bond purchase agreements, (ii) under agreements relating to other
financial instruments entered into in connection with the Bonds,
including but not limited to investment agreements, hedges, interest
rate swaps, caps, options and forward purchase agreements, (iii) under
agreements relating to the remarketing of Bonds and (iv) to pay Bond
Servicing and Administrative Costs. Such payments may cover fees,
expenses, indemnification, or other obligations due the providers of
any such facilities or parties to such agreements, and such agreements
may be entered into at any time concurrently with or after the issuance
of Bonds. The obligation of DWR under such agreements may require
the payment of certain Bond Related Costs on a parity with payment of
debt service on the Bonds. DWR has no existing agreements with
interest rate swap providers and DWR has no current expectation of
issuing additional Bonds bearing interest at variable rates or entering



Security for the Bonds;
Bond Charge Revenues

Sources of Payment of Operating Expenses

into any interest rate swap agreements. See “SECURITY FOR THE
BONDS - Bond Related Costs.”

The primary source of moneys for the payment of debt service on the
Bonds and other Bond Related Costs will be Bond Charge Revenues,
which constitute part of the Trust Estate securing the Bonds, as
described below.

The “Trust Estate” is assigned and pledged to the Trustees under the
Indenture for the benefit of the Bonds and Parity Obligations, subject
to the use of the Trust Estate in accordance with the Indenture. The
“Trust Estate” is defined in the Indenture to include, among other
things, “Revenues.” The term “Revenues” includes “Bond Charge
Revenues,” “Power Charge Revenues” and “Direct Access Power
Charge Revenues.” The term “Revenues” also includes (1) revenues
from a surcharge (referred to herein as the “Cost Responsibility
Surcharge”) on direct access customers, various types of “departing
load” and from other possible future sources as described under “THE
DWR POWER SUPPLY PROGRAM - Direct Access, Departing
Load and Community Choice Aggregation” and “CALCULATION
AND IMPOSITION OF BOND CHARGES,” and (2) moneys actually
received by DWR which have been recovered as compensation or
damages from providers of power purchased by DWR under the Power
Supply Program.

. “Bond Charge Revenues” are Revenues received by DWR arising
from Bond Charges imposed by the CPUC upon customers in the
service areas of the IOUs as described under “SECURITY FOR
THE BONDS - Rate Covenants” and “CALCULATION AND
IMPOSITION OF BOND CHARGES.”

. “Power Charge Revenues” are Revenues received by DWR
arising from Power Charges imposed by the CPUC upon
customers for electric power deemed sold to customers by
DWR.”

. “Direct Access Power Charge Revenues” are Revenues received
by DWR from Direct Access Power Charges imposed by the
CPUC upon any person who received power from an “Electric
Service Provider” (as that term is defined in the Rate Agreement,
attached as Appendix D).

DWR expects virtually all of the Revenues it receives will be Bond
Charge Revenues that will flow through the Bond Charge Accounts,
except for amounts, if any, yet to be received by DWR from claims
related to power purchases by DWR under the Power Supply Program.
See “DWR’S ROLE AS POWER SUPPLIER UNDER POWER
SUPPLY PROGRAM ENDED.”

DWR includes Bond Servicing and Administrative Costs in the
revenue requirements to be collected through the application of Bond
Charges and paid from Bond Charge Revenues held in the Bond
Charge Payment Account. See “DWR’S ROLE AS POWER
SUPPLIER UNDER POWER SUPPLY PROGRAM ENDED,”
“SECURITY FOR THE BONDS - Bond Related Costs” and “—
Priority Long-Term Power Contracts,” “RISK FACTORS -
Determination of Bond Charges” and APPENDIX C — “SUMMARY



Accounts and Flow of Funds under the

Indenture for Bond Charge Revenues

Bond Charge Accounts

Collection of Revenues;

Servicing Arrangements

OF CERTAIN PROVISIONS OF THE INDENTURE — Application
and Flow of Funds.”

The Indenture establishes within the Electric Power Fund a set of
accounts, the “Bond Charge Accounts,” primarily for the deposit of
Bond Charge Revenues and the payment of Bond Related Costs. Bond
Charge Accounts include the Bond Charge Collection Account, the
Bond Charge Payment Account, and the Debt Service Reserve
Account. See “DWR’S ROLE AS POWER SUPPLIER UNDER
POWER SUPPLY PROGRAM ENDED” and “SECURITY FOR THE
BONDS — Accounts and Flow of Funds under the Indenture for Bond
Charge Revenues.”

The Indenture requires the following deposits and transfers of Bond
Charge Revenues:

. All Bond Charge Revenues are required to be deposited in the
Bond Charge Collection Account.

. On or before the last Business Day of each month, DWR is
required to transfer from the Bond Charge Collection Account to
the Bond Charge Payment Account such amount as is necessary
to make the amount in the Bond Charge Payment Account
sufficient to pay Bond Related Costs (including Debt Service on
the Bonds) estimated to accrue or be payable during the next
succeeding three calendar months. See “RISK FACTORS -
Determination of Bond Charges.”

. Deficiencies in the Bond Charge Payment Account are required
to be made up first, from the Operating Account and second,
from the Debt Service Reserve Account (except for the payment
of Fiduciary costs).

. The Debt Service Reserve Account is required by the Indenture to
have a balance in the amount of the maximum aggregate annual
Debt Service on all outstanding Bonds, calculated in accordance
with the Indenture (the “Debt Service Reserve Requirement”).
Each month after the Bond Charge Payment Account is funded as
described above, Revenues are to be transferred to the Debt
Service Reserve Account and to any reserve established for Parity
Obligations to the extent necessary to meet the respective
requirements (including replenishment requirements) for such
reserves. Amounts in the Debt Service Reserve Account may be
used for the payment of Bond Related Costs (including debt
service on the Bonds) except Fiduciary costs, but only if amounts
in the Bond Charge Payment Account and Operating Account are
insufficient for that purpose. See “DWR’S ROLE AS POWER
SUPPLIER UNDER POWER SUPPLY PROGRAM ENDED,”
“SECURITY FOR THE BONDS — Accounts and Flow of Funds
under the Indenture for Bond Charge Revenues” and “— Debt
Service Reserve Account” and APPENDIX C — “SUMMARY
OF CERTAIN PROVISIONS OF THE INDENTURE -
Establishment of Funds” and “— Application and Flow of Funds.”

Pursuant to the Act, the CPUC has issued or approved Servicing
Arrangements (as defined herein) for the IOUs to bill and collect Bond
Charges and perform other services on behalf of DWR in connection



The IOUs

Litigation and Administrative
Proceedings

Certain Risk Factors

with the Power Supply Program. Under such Servicing Arrangements,
the IOUs collect DWR’s Bond Charges solely as the agents of DWR.
See “THE DWR POWER SUPPLY PROGRAM - Collection of
Revenues.”

The three major investor-owned electric utilities in California are
PG&E, SCE and SDG&E. Their combined service areas cover
approximately three-quarters of California’s land area and their
combined approximately 11.6 million residential, commercial and
industrial accounts represent approximately three-quarters of all
Californians. See “THE DWR POWER SUPPLY PROGRAM -
Customer Base.”

Litigation and administrative proceedings involving DWR or affecting
DWR’s Power Supply Program are summarized under “LITIGATION
AND ADMINISTRATIVE PROCEEDINGS.”

Investment in the Series 2016P Bonds is subject to certain risks,
including the events and circumstances identified under “RISK
FACTORS.”

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



THE SERIES 2016P BONDS

General

The Series 2016P Bonds will be dated their date of delivery, will mature on the dates and in the amounts, and will
bear interest at the rates per annum shown on the inside cover of this Official Statement. Series 2016P Bonds may be
purchased in book-entry form only, in principal amounts of $5,000 or any integral multiple thereof within a maturity. Interest
on the Series 2016P Bonds will be payable on May 1 and November 1 of each year, commencing May 1, 2017, to the owners
of record at the close of business on the 15th day of the preceding calendar month (i) by check mailed by the Paying Agent to
the registered Owner at such Owner’s address as it appears on the books of registry required to be kept by the Registrar
pursuant to the Indenture or (ii) by wire transfer to the account specified by the Owner of at least $1,000,000 in aggregate
principal amount of Series 2016P Bonds in a written direction received by the Paying Agent at its office designated for such
purpose on or prior to a Record Date (as defined in the Indenture). Any such direction or request shall remain in effect until
revoked or revised by such Owner by an instrument in writing delivered to the Paying Agent. See APPENDIX B — “BOOK-
ENTRY SYSTEM.” Interest on the Series 2016P Bonds shall be calculated on the basis of a 360-day year comprised of
twelve 30-day months.

The Treasurer of the State is the Trustee and U.S. Bank National Association is the Co-Trustee under the Indenture.
The Treasurer of the State is also the Registrar and Paying Agent for the Series 2016P Bonds.

So long as any Series 2016P Bond is registered in the name of Cede & Co., as nominee of The Depository
Trust Company, New York, New York (“DTC”), procedures with respect to the transfer of ownership, and the
payment of principal, premium, if any, and interest on such Bond shall be in accordance with arrangements among
DWR, the Trustee, the Co-Trustee, the Paying Agent and DTC. See APPENDIX B — “BOOK-ENTRY SYSTEM.”

Redemption

Optional Redemption. The Series 2016P Bonds are not subject to optional redemption prior to maturity.

Mandatory Redemption. The Series 2016P Bonds maturing on May 1, 2021, are subject to mandatory redemption
prior to their stated maturity, in part, on a pro rata pass-through distribution of principal basis, from sinking fund installment
payments, in the principal amounts and on the dates shown below, in each case at a redemption price equal to the principal
amount of Series 2016P Bonds to be redeemed plus interest accrued to the date fixed for redemption, without premium:

Series 2016P Term Bonds
Maturing May 1, 2021

Due Date Sinking Fund

(May 1) Installment
2017 $ 3,915,000
2018 4,965,000
2019 5,050,000
2020 51,005,000
20211 186,890,000

T Maturity

The Underwriters have advised DWR that the Series 2016P Bonds will be made eligible for partial redemption to be
treated by DTC in accordance with its rules and procedures, as a “pro rata pass-through distribution of principal.” The
Registrar will send notice to DTC in accordance with such rules and procedures to effect a pro rata reduction of principal of
all outstanding Series 2016P Bonds maturing on May 1, 2021, to accomplish the mandatory sinking fund redemptions on
each May 1 as identified in the preceding table through a pass-through distribution of principal. In connection with each
sinking fund installment payment the Registrar will include in the written notice of redemption described below the dollar
amount per $1,000 principal amount payable on account of principal and accrued interest to effect a pro rata reduction
through a pass-through distribution of principal on the related redemption date. DTC will be responsible for distributing the
principal and accrued interest among its direct participants, as applicable, pro rata in accordance with its rules and procedures
for a pro rata pass-through distribution of principal based upon the beneficial interest in the Series 2016P Bonds being



redeemed that DTC records list as owned by each DTC direct participant as of the record date for such payment. Any failure
of the Registrar to make such selection or of DTC or its participants or any other intermediary, to make such selection or
proportional allocation, for whatever reason, will not affect the sufficiency or the validity of the redemption of the Series
2016P Bonds.

None of DWR, the Trustee, the Co-Trustee, the Paying Agent, Registrar or the Underwriters can provide any
assurance that DTC, DTC participants or other intermediaries will allocate the principal and interest payments payable on
May 1 of each of 2017 through 2021 on this basis. If DTC’s operational arrangements do not allow for allocation of such
principal and interest payments on a pro rata pass-through distribution of principal basis, the portion of the Series 2016P
Bonds to be redeemed on such dates will be selected in accordance with DTCs then existing rules and procedures and may be
by lot. See APPENDIX B — “BOOK-ENTRY SYSTEM.”

Notice of Redemption. The Registrar is to give notice of redemption by mailing copies of such notice to the Owners
of the Series 2016P Bonds (such notice to be delivered only to DTC rather than the beneficial owners of the Series 2016P
Bonds so long as DTC is the securities depository for the Series 2016P Bonds). The Registrar shall give such notice not less
than 30 days nor more than 60 days before the redemption date. Each notice of redemption shall include the respective
portions of the principal amount of Series 2016P Bonds to be redeemed. Notices of redemption given as described herein are
effective whether the notice is actually received, and whether any DTC procedures for giving notice are complied with. See
APPENDIX B — “BOOK-ENTRY SYSTEM.”

Effect of Redemption. If, on the date fixed for redemption, moneys for the redemption of all Series 2016P Bonds to
be redeemed on such date, together with interest to the redemption date, are held by the Paying Agent and are available
therefor, and if notice of redemption shall have been mailed as described above, then, from and after the redemption date,
interest on the Series 2016P Bonds called for redemption shall cease to accrue. If said moneys shall not be so available on
the redemption date the Series 2016P Bonds called for redemption shall continue to bear interest until paid at the same rate as
they would have borne had they not been called for redemption.

PLAN OF REFUNDING
Refunding of Prior Bonds

Refunding of Certain Bonds. Proceeds of the Series 2016P Bonds (the “Refunding Proceeds™) will be applied to
redeem all of the Series 2005F-3, Series 2005F-5 and Series 2008H Bonds identified in the following table (the “Refunded
Bonds™). See “THE DWR POWER SUPPLY PROGRAM - Financing of the Power Supply Program — Prior Sources of
Financing.” DWR intends to redeem all of the Refunded Bonds on May 1, 2018, at a redemption price equal to one-hundred
percent of the principal amount thereof, plus accrued interest thereon.

CUSIP”
Series Maturity 13066Y Outstanding Interest
Designation Date Suffix Par Amount Rate
2005F-3 May 1, 2020 PE3 $ 15,000,000 4.375%
2005F-3 May 1, 2020 PFO 31,595,000 5.000
2005F-3 May 1, 2021 PGS 6,050,000 4.625
2005F-3 May 1, 2021 PH6 96,925,000 5.000
2005F-5 May 1, 2022 PJ2 14,115,000 4.750
2005F-5 May 1, 2022 PK9 184,445,000 5.000
2008H May 1, 2021 TE9 6,370,000 4.250
2008H May 1, 2021 TF6 28,890,000 5.000
2008H May 1, 2021 TG4 47,940,000 5.000
2008H May 1, 2022 TH2 13,400,000 4.375
2008H May 1, 2022 TJ8 39,260,000 5.000
2008H May 1, 2022 TK5 71,340,000 5.000

* CUSIP numbers have been assigned by an independent company not affiliated with DWR and are included solely for the convenience of
the registered owners of the applicable Refunded Bonds. Neither DWR nor the Underwriters are responsible for the selection or uses of
these CUSIP numbers, and no representation is made as to their correctness on the Refunded Bonds or as included herein.
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DWR will use the Refunding Proceeds, together with other available moneys, to pay the redemption price of the
Refunded Bonds. See “PLAN OF REFUNDING - Estimated Sources and Uses of Funds” and “THE DWR POWER
SUPPLY PROGRAM - Financing of the Power Supply Program — Prior Sources of Financing.”

DWR intends to cause a notice of redemption to be delivered with respect to the Refunded Bonds as prescribed in
the Indenture.

A portion of the Refunding Proceeds, together with other available moneys held under the Indenture, will be used to
purchase Defeasance Securities (as defined in Appendix C, except that the securities described in clauses (iii) and (iv) of the
definition of Defeasance Security will not be purchased) that will be deposited, together with certain uninvested cash, in an
irrevocable trust fund (the “Escrow Fund”) held by the Trustee, as escrow agent, as security solely for the Refunded Bonds.
The Defeasance Securities in the Escrow Fund will be scheduled to mature at such times and in such amounts, and will bear
interest payable at such times and in such amounts, that together with the uninvested cash on deposit in the Escrow Fund,
such securities will provide sufficient moneys to pay, when due, interest on and the redemption price of the Refunded Bonds.
See “PLAN OF REFUNDING — Estimated Sources and Uses of Funds” and “VERIFICATION.”

After giving effect to the establishment of the Escrow Fund, approximately $4.6 billion aggregate principal amount
of Bonds will remain outstanding under the Indenture. See “THE DWR POWER SUPPLY PROGRAM - Financing of the

Power Supply Program — Prior Sources of Financing.”

The redemption of the Refunded Bonds is intended to achieve debt service savings with respect to Bond Related
Costs.

Estimated Sources and Uses of Funds

The estimated sources and uses of the proceeds of the Series 2016P Bonds and other available funds, at the time of
issuance of the Series 2016P Bonds, are as follows:

Estimated Sources of Funds

Principal Amount of Bonds $567,230,000
Release from Debt Service Reserve Account 26,977,824
Release from Bond Charge Payment Account 11,221,996
Total Sources of Funds $605,429,820
Estimated Uses of Funds
Deposit in Escrow Fund for Refunded Bonds $603,122,480
Costs of Issuance 812,136
Underwriters’ Discount 1,495,204
Total Uses of Funds $605,429,820

DWR’S ROLE AS POWER SUPPLIER UNDER POWER SUPPLY PROGRAM ENDED

Every power purchase contract entered into by DWR under the Power Supply Program expired or was terminated on
or prior to April 15, 2015, and all related contracts (e.g. contracts for supply of natural gas) have also expired or been
terminated. Accordingly, DWR has ceased purchasing power for sale to customers in the IOUs service areas under the
Power Supply Program. DWR has received substantially all of the final Power Charge Revenues and Direct Access Power
Charge Revenues to be collected from rate payers pursuant to the Servicing Arrangements and DWR expects virtually all of
the Revenues it receives will be Bond Charge Revenues that will flow through the Bond Charge Accounts, except for
amounts, if any, yet to be received by DWR from claims related to power purchases by DWR under the Power Supply
Program.

DWR has retained on deposit in the Operating Account approximately $10 million to account for any contingent
liabilities associated with the expired and terminated power purchase contracts and any related contracts. In addition, based
on the assumptions in the 2017 Determination of Revenue Requirement, DWR projects the amount on deposit in the
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Operating Account will constitute Excess Amounts under the Indenture to be returned by DWR to ratepayers in the IOU
service areas in the form of customer credits when all remaining power cost obligations are extinguished. See APPENDIX C
— “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Application and Flow of Funds” for a description of
the determination of Excess Amounts.

SECURITY FOR THE BONDS
Introduction

The primary source of moneys for the payment of the Bonds and Bond Related Costs is Bond Charge Revenues,
which constitutes part of the Trust Estate securing the Bonds, as described below. Bond Charges are imposed by the CPUC
pursuant to the Rate Agreement and the Act upon customers in the service areas of the three [OUs.

The “Trust Estate” is assigned and pledged to the Trustees under the Indenture for the benefit of the Bonds and
Parity Obligations, subject to the use of the Trust Estate in accordance with the Indenture. The “Trust Estate” is defined in
the Indenture to include, among other things, “Revenues.” “Revenues” includes “Bond Charge Revenues.” For a further
description of the terms “Trust Estate” and “Revenues” see APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF
THE INDENTURE — Definitions” and APPENDIX D — “Rate Agreement.” “Bond Charge Revenues” are Revenues
received by DWR arising from Bond Charges imposed by the CPUC upon customers in the service areas of the IOUs,
including a Bond Charge component of the Cost Responsibility Surcharge imposed upon certain direct access, departing load
and Community Choice Aggregation customers, as described in “THE DWR POWER SUPPLY PROGRAM - Direct
Access, Departing Load and Community Choice Aggregation.”

The use of amounts on deposit in the Bond Charge Collection Account (including Bond Charge Revenues) for the
payment of debt service on the Bonds and other Bond Related Costs when due is subject to the possible prior use of such
amounts to pay, under certain circumstances, expenses of the Trustees (see APPENDIX C — “SUMMARY OF CERTAIN
PROVISIONS OF THE INDENTURE — Events of Default and Remedies”). To date, no amounts on deposit in the Bond
Charge Collection Account have been used to pay expenses of the Trustees. See “SECURITY FOR THE BONDS —
Accounts and Flow of Funds under the Indenture for Bond Charge Revenues” and APPENDIX C — “SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE — Establishment of Funds” and “— Application and Flow of Funds.”

The accounts created under the Indenture, and the flow of funds under the Indenture, provide for the allocation of
Revenues among different uses and are discussed below and in Appendix C. See APPENDIX C — “SUMMARY OF
CERTAIN PROVISIONS OF THE INDENTURE?” for a detailed discussion of security provisions for the Bonds.

THE BONDS SHALL NOT BE OR BE DEEMED TO CONSTITUTE A DEBT OR LIABILITY OF THE STATE
OR OF ANY POLITICAL SUBDIVISION THEREOF OR A PLEDGE OF THE FAITH AND CREDIT OF THE STATE
OR OF ANY SUCH POLITICAL SUBDIVISION, OTHER THAN DWR TO THE EXTENT PROVIDED IN THE
INDENTURE. THE BONDS SHALL BE PAYABLE SOLELY FROM THE FUNDS PLEDGED THEREFOR
PURSUANT TO THE INDENTURE. THE BONDS SHALL NOT DIRECTLY OR INDIRECTLY OR CONTINGENTLY
OBLIGATE THE STATE OR ANY POLITICAL SUBDIVISION THEREOF TO LEVY OR TO PLEDGE ANY FORM OF
TAXATION WHATEVER THEREFOR OR TO MAKE ANY APPROPRIATION FOR THEIR PAYMENT.

Accounts and Flow of Funds under the Indenture for Bond Charge Revenues

Revenues are held and accounted for in the Electric Power Fund established under the Act for DWR. The Indenture
establishes within the Electric Power Fund a set of accounts, the “Bond Charge Accounts,” primarily for the deposit of Bond
Charge Revenues and the payment of Bond Related Costs. Bond Charge Accounts include the Bond Charge Collection
Account, the Bond Charge Payment Account, and the Debt Service Reserve Account. In addition, an Administrative Cost
Account facilitates accounting for certain DWR administrative costs that are subject to appropriation, but this account has no
effect on the use of Revenues.

The Indenture requires all Bond Charge Revenues and any payments received from any counterparty to a Qualified
Swap, if any, relating to Bonds to be deposited in the Bond Charge Collection Account.
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The Indenture requires the following transfers of Revenues to and from the Bond Charge Accounts:

e  On or before the last Business Day of each month, DWR is required to transfer from the Bond Charge
Collection Account to the Bond Charge Payment Account such amount as is necessary to make the amount in
the Bond Charge Payment Account sufficient to pay Bond Related Costs (including “Debt Service” on the
Bonds) estimated to accrue or be payable during the next succeeding three calendar months. For the definition
of Debt Service, see APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE —
Definitions.” Amounts in the Bond Charge Payment Account may be used solely to pay debt service on the
Bonds and other Bond Related Costs.

e  Deficiencies in the Bond Charge Payment Account are required to be made up first, from the Operating
Account and second, from the Debt Service Reserve Account (except for Fiduciary costs), see APPENDIX C —
“SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Application and Flow of Funds — 4.
Operating Account.”

e  Each month after the Bond Charge Payment Account is funded as described above, Revenues are required to
be transferred to the Debt Service Reserve Account, on a parity with payments for any reserve established for
Parity Obligations, to the extent necessary to meet the respective requirements for such reserves. In the case of
the Debt Service Reserve Account: (i) to the extent such transfer is required as a result of a change in
investment value, such transfers shall be made first, from the Operating Account and second, to the extent
necessary, from the Bond Charge Collection Account, and (ii) if any other transfer is required, it shall be made
from the Bond Charge Collection Account. Deficiencies in the Debt Service Reserve Account may be cured by
monthly deposits during the period commencing no later than seven months following the determination of the
deficiency, such that the deficiency is cured by no later than 12 months following the determination of the
deficiency.

The Indenture prescribes an application of Revenues that may be different than is described above in the event of a
default thereunder. See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Events of
Defaults and Remedies.”

Debt Service Reserve Account

The “Debt Service Reserve Requirement” is an amount equal to maximum aggregate annual Debt Service on all
outstanding Bonds, determined in accordance with the Indenture. The Debt Service Reserve Account was initially funded
with proceeds of Bonds issued in 2002 and is required to be maintained in the amount of the Debt Service Reserve
Requirement. Giving effect to the issuance of the Series 2016P Bonds and the application of the proceeds thereof, the Debt
Service Reserve Account Requirement will be $882,227,697. The Debt Service Reserve Account is required to be
replenished, if necessary, from Bond Charge Revenues in the manner and at the times (to commence no later than seven
months following the determination of the deficiency and curing such deficiency by no later than 12 months following the
determination of the deficiency) described under APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE — Application and Flow of Funds —E. Debt Service Reserve Account.”

For an explanation of assumptions to be used in calculating the Debt Service Reserve Requirement for variable rate
and hedged bonds and under other circumstances, see the definitions of Debt Service and Debt Service Reserve Account in
APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Definitions.” None of the
outstanding Bonds bear interest at variable rates and DWR has no current expectation of issuing additional Bonds bearing
interest at variable rates.

Alternate Debt Service Reserve Account Deposits may be made to the Debt Service Reserve Account in lieu of cash
and/or securities. Such Deposits may consist of irrevocable surety bonds, insurance policies, letters of credit or similar
obligations. No Alternate Debt Service Reserve Account Deposits have been made to the Debt Service Reserve Account.

Whenever the amount in the Debt Service Reserve Account exceeds the Debt Service Reserve Requirement, after

giving effect to any Alternate Debt Service Reserve Account Deposit, the excess shall, at least annually, be transferred to the
Bond Charge Collection Account.
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Amounts in the Debt Service Reserve Account may be used for the payment of Bond Related Costs (including debt
service on the Bonds, payments under Enhancement Facilities and scheduled and termination payments under Qualified
Swaps, if any) except Fiduciary costs, and in each case only if amounts in the Bond Charge Payment Account and Operating
Account are insufficient for that purpose. See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE — Application and Flow of Funds — E. Debt Service Reserve Account.”

Bond Related Costs

Bond Related Costs that are payable from Bond Charges imposed by the CPUC under the Rate Agreement consist of
payments or deposits or other provision to be made by DWR under the Indenture or other financing documents or the Act, for
the following components of DWR’s revenue requirements under the Act:

(1) principal of, premium, if any, and interest on Bonds and any additional amount required under the
Indenture or other financing documents to be deposited into the Bond Charge Collection Account
to provide debt service coverage of the Bonds;

(i1) payments required to be made (A) under agreements with issuers of credit and liquidity facilities
and their participants, including letters of credit, bond insurance, guarantees, debt service reserve
fund surety bonds, lines of credit, reimbursement agreements, and standby bond purchase
agreements, (B) under agreements relating to other financial instruments entered into in
connection with the Bonds, including but not limited to investment agreements, hedges, interest
rate swaps, caps, options and forward purchase agreements, and (C) under agreements relating to
the remarketing of Bonds;

(iii) deposits to the Debt Service Reserve Account established under the Indenture to the extent
necessary to provide therein an amount equal to the requirement for such account under the
Indenture and other financing documents if not otherwise replenished from Power Charges;

@iv) the costs of the Trustees and the Registrars and Paying Agents associated with the issuance and
administration of the Bonds; and

v) DWR’s Bond Charge servicing costs, costs of preparing and providing the information and reports
required under the Indenture and other financing documents, the Rate Agreement and the Act,
related audit, legal and consulting costs, related administrative costs, and costs of complying with
arbitrage restrictions and rebate requirements (referred to herein as “Bond Servicing and
Administrative Costs.”)

The amount payable under Parity Obligations is not limited by the Indenture or the Rate Agreement. However, not
all costs that constitute Bond Related Costs under the Rate Agreement are payable on a parity with the Bonds. “Parity
Obligation” is defined in the Indenture to include only “Reimbursement Obligations” and the amounts payable under
Qualified Swaps, if any. The criteria for determining whether an agreement is a Reimbursement Obligation or a Qualified
Swap are explained in APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE - Special
Provisions Relating to Enhancement Facilities, Qualified Swaps and Other Similar Arrangements.”

In connection with Bonds bearing interest at variable rates, DWR has entered into and may enter into agreements,
such as agreements with issuers of credit and liquidity facilities and agreements with interest rate swap providers, which
agreements may constitute Parity Obligations. None of the outstanding Bonds bear interest at variable rates and DWR has no
current expectation of issuing additional Bonds bearing interest at variable rates or entering into any agreements with issuers
of credit and liquidity facilities or with interest rate swap providers.

In order for an interest rate swap agreement to qualify as a Qualified Swap, the Indenture generally requires, among
other things, that (i) the swap provider have ratings not lower than the third highest rating category from each rating agency
then maintaining a rating for the provider, and in no event lower than the rating category designated by any such rating
agency for the Bonds subject to the interest rate swap, or (ii) the interest rate swap will not result in a reduction or withdrawal
of any ratings on the Bonds subject to such interest rate swap. See the definitions of “Qualified Swap” and “Qualified Swap
Provider” in APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Definitions.”

14



Subject to certain conditions in the Rate Agreement, if DWR projects that there will be insufficient amounts on
deposit in the Bond Charge Payment Account to make timely payment of Bond Related Costs, the Rate Agreement requires
DWR to submit to the CPUC a request that the CPUC increase Bond Charges, and the CPUC is required to calculate and
impose revised Bond Charges to pay such Bond Related Costs no later than 120 days from the date following DWR’s
request. See APPENDIX D — “RATE AGREEMENT.”

Rate Covenants

The CPUC has irrevocably covenanted in the Rate Agreement, for the benefit of Bondholders (and all other persons
to whom DWR is obligated to pay Bond Related Costs), to calculate, revise and impose from time to time, Bond Charges
sufficient to provide moneys so that amounts available for deposit in the Bond Charge Payment Account under the Indenture
from time to time, together with amounts on deposit in the Bond Charge Payment Account, are at all times sufficient to pay
or provide for the payment of debt service on the Bonds and all other Bond Related Costs (as defined in the Rate Agreement)
when due in accordance with the Indenture and other financing documents. See “CALCULATION AND IMPOSITION OF
BOND CHARGES — Rate Agreement.” The Rate Agreement provides that this covenant shall have the force and effect of a
“financing order” under the California Public Utilities Code and shall be irrevocable and enforceable in accordance with its
terms, including, without limitation, in circumstances in which DWR has breached its obligations under the Rate Agreement
or in respect of the Financing Documents. Under the California Public Utilities Code, a “financing order” is binding upon the
CPUC as it may be constituted from time to time, and the CPUC and DWR shall have no authority to rescind, alter or amend
its obligations thereunder. Under the Act, the rights, powers and duties of the CPUC may not be diminished or impaired in a
manner that would adversely affect the interests or rights of Bondholders. See “SECURITY FOR THE BONDS — Bond
Related Costs.” See also, however, “RISK FACTORS — Determination of Bond Charges.”

DWR has covenanted in the Indenture to cause to be established, fixed and revised from time to time, charges
sufficient, together with any other available moneys and securities on deposit in DWR’s Electric Power Fund, to satisfy all of
DWR’s revenue requirements at the times and in the amounts needed. The term “revenue requirements” means the amounts
needed from time to time by DWR to satisfy its obligations under the Act and under proclamations and orders issued
pursuant to the California Emergency Services Act. These obligations include, but are not limited to, making deposits to the
Bond Charge Payment Account and Debt Service Reserve Account in the amounts and at the times required by the Indenture.
See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE.”

Priority Long-Term Power Contracts

Certain of the long-term power purchase contracts entered into by DWR were “Priority Long-Term Power
Contracts” as defined in the Rate Agreement.

DWR believes it has paid or caused to be paid all Priority Contract Costs due to counterparties under the terminated
Priority Long-Term Power Contracts. However, two counterparties are currently pursuing litigation claims against DWR
under the related Priority Long-Term Power Contract. If both of these counterparties were to prevail in full on the existing
claims, the total Priority Contract Costs that would be payable by DWR are estimated by DWR to be approximately $2
million excluding interest thereon. The 2017 Revenue Requirement projects a balance in the Operating Account of at least
$10 million throughout 2017. DWR intends to retain a portion of this $10 million in the Operating Account after 2017, in an
amount projected by DWR to be more than sufficient to pay the maximum exposure of such claims to DWR, until any power
cost exposure is completely resolved.

The use of amounts on deposit in the Bond Charge Collection Account (including Bond Charge Revenues) for the
payment of debt service on the Bonds and other Bond Related Costs when due is subject to the possible prior use of such
amounts to pay amounts due under Priority Long-Term Power Contracts (“Priority Contract Costs”) because each Priority
Long-Term Power Contract contained a provision requiring that payments by DWR under the contract are to be paid or
payable prior to payment of Bond Related Costs. See APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE
INDENTURE” for a summary of the Indenture provisions related to the use of Bond Charge Revenues to pay Priority
Contract Costs. To date, no amounts on deposit in the Bond Charge Collection Account have been needed or used to pay
Priority Contract Costs and all of the Priority Long-Term Power Contracts have either terminated or expired (with the last
such contract having expired in December 2013).

While DWR is not aware of any other costs that may arise under the terminated or expired Priority Long-Term
Power Contracts, it is possible that additional claims for payment of Priority Contract Costs due under such contracts may be
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made by one or more counterparties in the future. However, each Priority Long-Term Power Contract included a provision
that, among other things, any dispute with the amount of any invoice or adjustment to an invoice rendered under the related
agreement must be provided to DWR within the period specific in the related contract, the longest such period being twenty-
four months, or such dispute was waived. This dispute notice period has expired for all of the Priority Long-Term Power
Contracts. Accordingly, DWR believes that in the event any future claims were made by a counterparty under a Priority
Long-Term Power Contract it would not give rise to a liability of DWR in excess of the amount DWR intends to retain in the
Operating Account, however, there can be no guarantee that any such claims would not be made in an amount materially in
excess of the amount then retained in the Operating Account, if any.

CALIFORNIA DEPARTMENT OF WATER RESOURCES

DWR is a department within the Resources Agency of the Executive Branch of the State. DWR was established in
1956 under California law for the purpose of planning and guiding the development of California’s water resources. In
addition to responsibility for the Power Supply Program, DWR is separately responsible for the planning, construction,
operation and maintenance of the State Water Project, a statewide system of dams, reservoirs, pumping plants, power plants
and aqueducts. DWR is the largest purchaser of power for its own use within California because of the power requirements
of the State Water Project, and DWR was designated by Governor Davis to undertake the Power Supply Program because of
DWR’s experience in purchasing and selling power. The Power Supply Program is not part of the State Water Project, the
revenues of the State Water Project are not available for the payment of the Bonds, and the Trust Estate pledged for the
payment of the Bonds is not available for the payment of indebtedness incurred for the State Water Project.

The Director of Water Resources oversees DWR’s activities, with the assistance of a Chief Deputy Director and four
Deputy Directors. The Director is appointed by the Governor and reports to the Governor through the Secretary of the
Resources Agency. Biographical information for the DWR management officials currently responsible for the Power Supply
Program is as follows.

Mark W. Cowin has served as Director of DWR since February 2010. He has worked for DWR for over 30 years.
Prior to his appointment as Director, Mr. Cowin served as Deputy Director of Integrated Water Management for DWR. In
previous assignments with DWR Mr. Cowin served for five years as Chief of DWR's Division of Planning and Local
Assistance and as an Assistant Director for the CALFED Bay-Delta Program.

Spencer Kenner has served as Chief Counsel of the Department since February 2016. He oversees a staff of 41
attorneys working on the Department’s varied and complex legal issues. Mr. Kenner joined the Department in 2008 and
prior to serving as Chief Counsel he served as the Assistant Chief Counsel responsible for the State Water Project,
environmental compliance, and grant and loan programs since 2012.

John Pacheco is the Acting Deputy Director of DWR responsible for the Power Supply Program. He began his
career with DWR in 1978. In February 2001, he began working on the Power Supply Program and played a prominent role
in growing this program that helped stabilize the Western power markets. Prior to working on the Power Supply Program his
work at DWR involved managing water supply contracts with the local agency water buyers DWR serves and attending to
energy issues and water rights related to DWR’s water supply program.

Jim Spence is the Acting Chief of the Negotiations and Contract Management Office. He joined DWR in 1977 and
has worked in the Divisions of Design and Construction, Flood Management, and Operations and Maintenance. Prior to
assuming his current position and his related work on the Power Supply Program, he was Chief of Operation Planning for the
State Water Project. Current duties include developing, recommending and implementing energy policy.

Russell Mills is the Fiscal Policy Advisor of DWR, prior to assuming his current position in February 2016, he was
the Assistant Chief, Division of Fiscal Services since January 2014. He was Chief of Financial Management for the Power
Supply Program from December 2007 until April 2011. In April 2011 he left state civil service and worked for a public
finance advisory firm until returning to the DWR in January 2014. His current duties include assisting with administration of
the Power Supply Program, including formulation of annual revenue requirements and financial reporting, the financial
management of DWR’s water revenue bond financing programs, enterprise wide risk management and financial reporting for
the Department’s enterprise funds.

The most recent Chief of the Division of Fiscal Services, the Chief Financial Officer of DWR, retired in July of
2016. Until this position is filled, the Chief, Enterprise Accounting Branch, Chief, Budget Office and Chief, General
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Accounting Branch are each serving as the Acting Chief of the Division of Fiscal Services from time to time based on a
rotating schedule. DWR has started the process of making a permanent appointment to this position and expects to make
such appointment in due course.

CALIFORNIA PUBLIC UTILITIES COMMISSION

The CPUC is the principal ratemaking authority for the IOUs’ retail rates. Under the Rate Agreement, the CPUC
has agreed to impose Bond Charges sufficient to provide moneys sufficient to pay all Bond Related Costs when due as
specified by DWR. Pursuant to the Act, the CPUC also issues orders approving servicing arrangements or otherwise
directing the I0Us to provide operational, transmission, distribution, billing, collection and other services to DWR in
connection with the Power Supply Program. The obligation of the CPUC to calculate, revise and impose Bond Charges is
irrevocable and cannot be amended. Other provisions of the Rate Agreement may be amended only by an amendment
approved by DWR and the CPUC. See “CALCULATION AND IMPOSITION OF BOND CHARGES — Rate Agreement.”
However, other orders of the CPUC are subject to modification, subject to compliance with procedural requirements. See
“THE DWR POWER SUPPLY PROGRAM - Collection of Revenues” for a discussion of amendments that have been made
to the Servicing Arrangements.

The CPUC consists of five members appointed by the Governor and confirmed by the Senate. Members serve for
six-year, staggered terms. The Governor appoints one of the five to serve as President. The CPUC is an independent
regulatory agency. It regulates the IOUs and other California entities, mostly investor-owned electric, telecommunications,
natural gas, water, railroad and passenger transportation companies. Some of the entities regulated by the CPUC are not
investor-owned. The CPUC’s headquarters are in San Francisco.

Since January 1, 2001, the CPUC has approved a number of decisions that relate to DWR’s Power Supply Program.
Additional CPUC decisions relating to the Power Supply Program and the Bonds are expected by DWR. See “THE DWR
POWER SUPPLY PROGRAM - Collection of Revenues” and “— Direct Access, Departing Load and Community Choice
Aggregation” and “CALCULATION AND IMPOSITION OF BOND CHARGES.”

The CPUC makes no representation as to the accuracy or completeness of this Official Statement, including any
forward-looking statements or projections contained in this Official Statement and any description in this Official Statement
of litigation involving or affecting the CPUC. Any statements regarding such litigation do not necessarily represent the
CPUC’s view of such litigation or any position in such litigation. In addition, while CPUC staff may have assisted in the
preparation of certain sections of this Official Statement, the CPUC can only take positions through formal action and has not
taken any such action with respect to preparation or approval of this Official Statement. The CPUC is an independent five
member body that must act by an affirmative vote of a majority of its members and, as a result, the CPUC can only indicate
its views in formal decisions or other formal actions. In addition, the CPUC is an independent body not subject to the control
of DWR and may take positions in the future different from DWR in litigation, or other matters described in this Official
Statement. As a result, statements in this Official Statement regarding electricity markets and regulation, and DWR’s views
of the CPUC’s role or DWR’s role in such markets and regulation, do not necessarily represent the views, opinions or beliefs
of the CPUC and should not be construed as such by any recipient of this Official Statement.

THE DWR POWER SUPPLY PROGRAM
Background and History
Summary of the Power Supply Program

Under the Power Supply Program, DWR purchased power from wholesale suppliers under long-term contracts, and
sold electricity to retail customers that were also served by the IOUs. DWR electricity was delivered to retail customers
through the transmission and distribution systems of the IOUs. DWR was only authorized to purchase wholesale power to
the extent wholesale power could be purchased by DWR through a long-term wholesale power contract entered into prior to
December 31, 2002. On that date DWR’s statutory authority to enter into new power purchase arrangements expired and all
of the long-term wholesale power contracts entered into by DWR prior to that date and any related contracts have expired or
been terminated. Accordingly, DWR has ceased purchasing power for sale to customers in the IOUs service areas under the
Power Supply Program and Power Charges and Direct Access Power Charges no longer apply to any power deliveries to rate
payers. DWR has received substantially all of the final Power Charge Revenues and Direct Access Power Charge Revenues
to be collected from rate payers pursuant to the Servicing Arrangements and DWR expects virtually all of the Revenues it
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receives will be Bond Charge Revenues that will flow through the Bond Charge Accounts, except for amounts, if any, yet to
be received by DWR from claims related to power purchases by DWR under the Power Supply Program. Bond Servicing
and Administrative Costs are now included as a component of the Bond Related Costs recovered through the imposition of
Bond Charges and not through the imposition of Power Charges. Payments from customers are collected by the I0Us
pursuant to Servicing Arrangements approved or ordered by the CPUC.

Electricity Service in California

Californians generally receive their electricity service from one of the following types of providers: 10Us, local
publicly owned electric utilities, Community Choice Aggregators and electric service providers.

I0Us have a defined geographic service area and are required by law to serve customers in that area. The CPUC
regulates the IOUs’ rates and how electricity service is provided to their customers.

Publicly owned electric utilities are public entities that provide electric service to residents and businesses in their
local area. Unlike IOUs, they are not regulated by the CPUC. Major publicly owned electric utilities include the Los
Angeles Department of Water and Power, the Sacramento Municipal Utility District, and the Imperial Irrigation District.

Community Choice Aggregation customers receive electrical energy from a Community Choice Aggregator
pursuant to California Public Utilities Code Section 366.2. This electricity is delivered to these Community Choice
Aggregation customers through the transmission and distribution system of their local utility. The electric service providers
provide retail electricity service to customers who have chosen not to receive electricity service from the utility that serves
their area. Instead, these customers have entered into “direct access” contracts with electric service providers for their
electricity. This electricity is delivered to these electric service provider customers through the transmission and distribution
system of their local utility. There are currently twenty-five registered electric service providers operating in the State,
generally serving large industrial and commercial businesses.” The electric service providers also provide electricity to
certain State and local government entities, such as the California State University system, several University of California
campuses, some community college districts, and some local school districts.

Deregulation and Direct Access

California began the process of restructuring electricity service in the early 1990s by introducing competition into
the generation of electricity, with the ultimate goal being lower prices for IOU customers. The deregulation legislation
ultimately enacted in 1996 (“AB 1890”) included a “transition” period during which the IOUs were to sell off their fossil fuel
power plants to independent generators while retaining their hydroelectric and nuclear power plants. Eventually, however,
electricity purchases and customer rates were to be determined in a competitive market. In such a market, customers could
choose to have the IOUs purchase the electricity on their behalf, or they could purchase electric power directly from electric
service providers through direct access. During the transition period, however, the retail rates of the IOUs were to be frozen
until certain conditions had been satisfied, including the recovery by the IOUs of certain “stranded” costs of uneconomic
generating facilities that would not be otherwise recoverable in a competitive market. The deregulation process was
suspended in response to the energy crisis that arose in 2000 and early 2001.

The California Energy Crisis

By the summer of 2000, wholesale power sellers were not making sufficient power supplies available in the
wholesale spot market, and spot market prices began to rise, swiftly and dramatically. At the same time, PG&E and SCE
remained in the AB 1890 transition period, with frozen retail rates. The cost of procuring power in the spot market quickly
surpassed the frozen retail rates. By December 2000, PG&E and SCE had incurred several billion dollars of losses, adversely
affecting their creditworthiness and ultimately causing defaults in payments for power purchases in the spot markets and
from other suppliers. PG&E’s and SCE’s credit deterioration had a spiraling effect, deterring power suppliers from bidding
supplies into the California market, exacerbating the shortage of electric power, and causing wholesale prices to escalate
further. In the SDG&E service area, retail rates had been unfrozen by the time wholesale spot market prices began escalating
in 2000. SDG&E’s retail rates escalated sharply with wholesale prices, causing the State Legislature to enact a statutory cap
on retail rates in the San Diego area.

* Source: California Public Utilities Commission website as of August 3, 2016.
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The State’s Response to the Energy Crisis: the DWR Power Supply Program, Transfer of Power Purchase Contracts
and CPUC Direct Access Proceedings

Recognizing an immediate need for a creditworthy party to assume the obligation of purchasing electricity for
customers of the IOUs, Governor Gray Davis proclaimed a state of emergency on January 17, 2001 and authorized DWR to
begin purchasing the electricity that the IOUs could not or did not provide (such portion being referred to herein as the “net
short”). Thereafter, the State Legislature passed, and Governor Davis signed, Assembly Bill 1 (“AB 1X”). AB 1X
authorized DWR to undertake a program of purchasing the net short for customers of the IOUs, incurring debt to finance
such purchases, implementing a mechanism to recover the costs thereof from the ratepayers of the IOUs, and related actions,
including, but not limited to, prohibiting the CPUC from increasing electricity rates in effect on February 1, 2001, charged to
residential customers for electricity usage up to 130 percent of baseline quantities. Such program is referred to herein as the
“Power Supply Program.”

At the height of the emergency in 2001, DWR began purchasing substantial amounts of power in daily and even
hourly transactions on the spot market, and under other short-term contracts. In addition, DWR solicited proposals for,
negotiated and entered into long-term power purchase contracts, which had the effect of reducing the amount of power DWR
purchased on the spot market. From January 2001 through December 2002, DWR procured the net short for the three IOUs
from power delivered under its long-term power purchase contracts and from wholesale spot market and other short-term
transactions. The Act does not authorize DWR to enter into new power purchase contracts after December 31, 2002. As a
result, DWR ceased procuring the portion of the net short not provided by the long-term power purchase contracts in effect as
of such date and each of the IOUs resumed procuring this portion of the net short for its respective bundled customers.
Irrespective of whether DWR purchases or sells electricity under the Power Supply Program, the Rate Agreement
obligates the CPUC to continue to impose Bond Charges in an amount sufficient to pay Bond Related Costs when due.
See “SECURITY FOR THE BONDS — Rate Covenants.”

In response to the energy crisis, the State also halted several aspects of deregulation. Among these, the State
suspended the ability for bundled customers to enter into new direct access contracts. On October 11, 2009, Senate Bill (SB)
695 was signed into law as an urgency statute. SB 695 allows individual retail nonresidential end-use customers to acquire
electric service from other providers in each IOU service area, up to a maximum allowable limit. Except for this express
authorization for increased direct access transactions under SB 695, the suspension of direct access remains in effect. On
March 15, 2010, the CPUC issued Decision 10-03-022 which authorizes increases in the maximum direct access load for
each IOU service area, as specified in SB 695. See “THE DWR POWER SUPPLY PROGRAM - Direct Access, Departing
Load and Community Choice Aggregation — Direct Access.”

Statutory Authority

AB 1X was codified as Division 27 of the California Water Code (commencing with Section 80000), and is also
referred to herein as the “Act.” The Act established a framework under which DWR would purchase the net short and would
recover the costs of the Power Supply Program. The Act authorized DWR to contract for power under such terms and
conditions as it deemed appropriate, taking into account a number of factors, including a desire to secure as much low-cost
power as possible under contract. Although the Act only authorized DWR to enter into new power purchase contracts until
December 31, 2002, the Act permits DWR to continue administering its then-existing contract portfolio after that date.
Under the Act, power acquired by DWR was sold directly to customers in the service areas of the IOUs, and payment for
such power was a direct obligation of the customers. The Act provides that DWR is entitled to recover its costs, including
debt service on the Bonds (referred to herein as DWR’s “revenue requirements”), in the amounts and at the times necessary
to satisfy its contractual obligations, and is to advise the CPUC of its revenue requirements so that its revenue requirements
can be recovered through charges imposed upon customers by the CPUC. The Act also authorized the CPUC and DWR to
enter into agreements with respect to such charges. The Act authorizes DWR to contract with the IOUs for, among other
things, billing, collection and related services, all as agents of DWR. The Act also directs the CPUC, at the request of DWR,
to order the IOUs to provide such services. See “THE DWR POWER SUPPLY PROGRAM - Direct Access, Departing
Load and Community Choice Aggregation.”

The Act also authorized DWR to issue up to $13,423,000,000 principal amount of Bonds (the “Statutory Cap”) to
provide permanent financing for costs incurred in connection with the Power Supply Program (excluding bond anticipation
notes). To date approximately $11,482,600,000 principal amount of Bonds have been issued and charged against the
Statutory Cap. Pursuant to the Act, the principal amount of the remaining Bonds issued to date was excluded from the
Statutory Cap, which leaves approximately $1,940,400,000 principal amount of Bonds that may still be issued pursuant to the
Act to provide permanent financing for costs incurred in connection with the Power Supply Program. As discussed above,
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DWR ceased purchasing and selling power under the Power Supply Program in April 2015 when DWR’s last power purchase
contract was terminated. Accordingly, DWR is not authorized under the Act to issue any additional Bonds subject to the
Statutory Cap. See “THE DWR POWER SUPPLY PROGRAM - Financing of the Power Supply Program — Prior Sources
of Financing.” In addition, the principal amount of any additional Bonds the proceeds of which are used to refund Bonds (1)
to obtain a lower interest rate, (2) bearing interest at a variable rate or (3) secured by a bond insurance policy, or a credit or
liquidity facility, which secured Bonds are subject to a withdrawal or reduction in the credit rating assigned to such Bonds,
will not be charged against the Statutory Cap. Accordingly, the aggregate principal amount of the Series 2016P Bonds will
not be charged against the Statutory Cap and the issuance of the Series 2016P Bonds is authorized under the Act.

No action or approval by the Federal Energy Regulatory Commission (“FERC”) or any other federal agency is
required for the issuance of the Bonds or the calculation, revision, imposition or collection of Bond Charges.

Summary of Historical and Projected Operating Results

The following table provides a summary of historical and projected revenues, expenditures and fund balances of the
Power Supply Program for the calendar years 2011 through 2018. The projected change in Net Revenues — Power Charge
Accounts in calendar years 2015 and 2016 reflected in the following table is due to DWR’s role as a power supplier ending in
2015, resulting in an excess in the amounts therein over DWR’s Power Supply Program operating expenses and Power
Charge Accounts balance requirements in each such year. See “DWR’S ROLE AS POWER SUPPLIER UNDER POWER
SUPPLY PROGRAM ENDED.” The actual changes in Net Revenues — Power Charge Accounts and Net Revenues — Bond
Charge Accounts for calendar years 2011 and 2015 resulted from planned changes in account balances and to variances in
either revenue collections or power and bond costs. See “CALCULATION AND IMPOSITION OF BOND CHARGES -
Revenue Requirements.”

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Historical and Projected Operating Results ($ in millions)

2011 2012 2013 2014 2015 2016 2017 2018

Power Charge Accounts”

Balances in Power Charge Accounts at January 1
Operating, Priority Contract and Admin Accounts $ 1,065 $ 725 $ 206 $ 174 $ 339 $ 67 $ 10 $ 1

Operating Reserve Account 549 288 68 18 10 2 -- --
Total 1,614 1,013 274 192 349 69 10 10
Power Charge Accounts Operating Revenues
Power Charge Revenues 1,098 239 61 62 7 -- -- --
Return of Excess Amounts to Retail Customers (486) (787) (117) (69) (298) (58) -- (10)
Surplus Power and Gas Sales Revenues 111 12 9 5 1 - -- --
Energy Litigation Settlements 245 24 21 203 23 -- -- --
Interest Earnings 4 2 1 0 1 0 0 0
Total 972 (510) (25) 201 (273) 57) 0 (10)
Power Charge Accounts Operating Expenses
Power Costs 1,554 213 43 33 3) 2 -- --
Administrative and General 19 17 14 11 10 -- -- --
Total 1,574 229 57 44 17 2 -- --
Net Revenues - Power Charge Accounts (601) (739) (82) 157 (280) (59) 0 0
Balance in Power Charge Accounts at December 31 1,013 274 192 349 69 10 10 0
Bond Charge Accounts
Balance in Bond Charge Accounts at January 1
Bond Charge Collection Account 203 237 225 169 182 192 178 193
Bond Charge Payment Account 640 663 668 691 687 720 723 734
Debt Service Reserve Account 919 919 919 919 919 909 909 894
Total 1,762 1,819 1,811 1,779 1,787 1,822 1,810 1,821
Bond Charge Account Revenues
Bond Charge Revenues 849 881 850 899 909 884 898 886
Interest Earnings 22 21 19 19 19 21 22 22
Total 871 902 869 918 928 906 920 908

Bond Charge Account Expenses

Debt Service on Bonds 814 909 901 909 894 903 894 888
Administrative and General - -- - - - 14 15 15
Total 814 909 901 909 894 917 909 903

Net Revenues - Bond Charge Accounts 57 (@) (33) 8 34 (11) 11 5
Balance in Bond Charge Accounts at December 31 $1,819 $1,811 $1,779 $ 1,787 $1,822 $1,810 $1,821 $1,827

Source: Results for calendar years 2011-2015 are derived from DWR’s operational reports and are unaudited. Projected results for calendar year 2016-2018 are consistent
with the assumptions in DWR's 2017 Proposed Determination of Revenue Requirement for the period January 1, 2017 through December 31, 2017, which is available at
DWR’s website at http://www.cers.water.ca.gov. Unless expressly provided otherwise herein, no such information is a part of or incorporated into this Official Statement.
The projections should be evaluated based on those assumptions. DWR’s 2017 Proposed Determination of Revenue Requirement represented actual results through May 31,
2016 with projections for the remainder of 2016. The projections included in this Official Statement have been prepared by, and are the responsibility of, DWR management.
DWR management believes that the projected financial information above has been prepared on a reasonable basis, reflecting the best estimates and judgments, and represent,
to the best of management's knowledge and opinion, DWR’s expected course of action. However, because this information is highly subjective, it should not be relied on as
necessarily indicative of future results. These projections were not prepared with a view toward compliance with the guidelines established by the American Institute of
Certified Public Accountants for preparation and presentation of prospective financial information. Macias Gini & O'Connell LLP, DWR’s independent auditor, has neither
examined, compiled nor performed any procedures with respect to the prospective financial information contained herein, and accordingly, Macias Gini & O'Connell LLP does
not express an opinion or any other form of assurance on such information or its achievability. Macias Gini & O'Connell LLP assumes no responsibility for and denies any
association with the prospective financial information and any other information derived therefrom included elsewhere in this offering document. Macias Gini & O'Connell
LLP has not been engaged to perform and has not performed, since the date of its report included in Appendix A, any procedures on the Department of Water Resources
Electric Power Fund’s financial statements addressed in that report. The Macias Gini & O'Connell LLP report does not cover any other information in this Official Statement.

* Totals may not sum due to rounding
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As a result of the expiration or earlier termination of the long-term power purchase contracts entered into by DWR
under the Power Supply Program, the amounts on deposit in the Operating Account and the Operating Reserve Account have
exceeded the amount required to be held therein pursuant to the Indenture. As a result, certain Excess Amounts have been
and continue to be returned to retail customers by means of credits over the period from 2011 through the end of 2016. In the
2016 revenue requirement DWR projects that Excess Amounts totaling approximately $58 million will be transferred by
DWR to the IOUs in 2016 for return to retail customers by means of credits. The return of Excess Amounts by DWR will
have no effect on the collection of Bond Charge Revenues as described in this Official Statement.

Customer Base

Historically, DWR supplied power to bundled customers in the same service areas served by the three IOUs,
comprising approximately 11.6 million residential, commercial and industrial accounts representing approximately three-
quarters of all Californians.

PG&E is a wholly owned subsidiary of PG&E Corporation and is headquartered in San Francisco, California.
PG&E is the largest investor-owned utility in the nation, providing natural gas and electric service to approximately
5.4 million accounts. Its service area covers approximately 70,000 square miles in northern and central California.

SCE is a wholly owned subsidiary of Edison International and is headquartered in Rosemead, California. SCE
provides electric service to approximately 5 million accounts. Its service area is approximately 50,000 square miles in central
and southern California.

SDG&E is a wholly owned subsidiary of Sempra Energy and is headquartered in San Diego, California. SDG&E
provides natural gas and electric service to approximately 1.4 million accounts. Its service area covers approximately
4,100 square miles in southern California, including San Diego County and southern Orange County.

From January 1, 2015 through December 31, 2015, DWR received approximately $909 million in Bond Charge
Revenues. The table below sets forth certain statistics relating to Bond Charges collected from the service areas of the IOUs
from January 1, 2015 through December 31, 2015.

IOU Service Area
Service Area Statistics (Calendar Year 2015) PG&E SCE SDG&E DWR Total'
Bundled Bond Charges (in millions) $335 $349 $ 77 $761
Direct Access, Community Choice Aggregation and Departing
Load Bond Charges (in millions) $ 74 $ 59 $ 14 $148
Total Bond Charges (in millions) $409 $409 $ 91 $909
Total Bond Charges (as a percentage) 45% 45% 10% 100%

! May not sum due to rounding.

Collection of Revenues
General

Because DWR does not have the personnel, equipment or customer information necessary to provide its own
metering, billing and collection services, servicing arrangements obligating the IOUs to provide such services on behalf of
DWR are necessary for the timely collection of Bond Charges. Under the Act, the CPUC is required, upon request of DWR,
to order the IOUs to provide such services on terms and conditions that reasonably compensate the IOUs for such services.
The CPUC has adopted orders and approved agreements with respect to each IOU providing for the terms and conditions
upon which such services are to be provided. On March 10, 2011, the CPUC adopted the currently effective servicing orders
applicable to each IOU, and they are collectively referred to herein as the “2011 Servicing Orders.” The 2011 Servicing
Orders amended and restated the then existing servicing orders previously adopted on March 15, 2007 and December 19,
2002, which, in turn, amended and restated the servicing agreements that were applicable to SCE and SDG&E and the
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servicing order that was applicable to PG&E. The prior servicing orders and servicing agreements, together with the 2011
Servicing Orders, are collectively referred to herein as the “Servicing Arrangements.”

DWR has covenanted in the Indenture that it will maintain servicing arrangements in effect at all times while Bonds
are outstanding. In addition, DWR has covenanted in the Indenture not to voluntarily consent to or permit any amendment of
any servicing arrangement unless DWR determines that the amendment will not have a material adverse affect on the ability
of DWR to comply with the provisions of the Indenture. See “RISK FACTORS - Collection of Bond Charges” and
APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE — Servicing Arrangements; Collection
of Revenues.”

Summary of Servicing Arrangements

Each of the IOUs is to provide metering services, meter reading services, billing services, and collection services for
DWR, except to the extent that these services are performed by a third-party. Each IOU is to follow its customary standards,
policies and procedures in performing these services, which are regulated by the CPUC. DWR charges are included in the
IOUs’ billing statements. The IOUs will not permit customers to direct how partial payments of balances due on
consolidated bills will be applied. The Servicing Arrangements for SDG&E and SCE each expressly provide that the IOU
will generally allocate partial payments from customers proportionally between DWR and the IOU, all as more specifically
set forth in the Servicing Arrangements. Each IOU will collect DWR’s charges and its own charges from customers using its
own collection practices and will carry out disconnection policies (all of which practices and policies are subject to CPUC
regulation). See “THE DWR POWER SUPPLY PROGRAM — Collection of Revenues — Collection Experience.”

The IOUs remit amounts collected for Bond Charges to DWR on a daily basis accompanied by reports to support the
remittances. The reports of remittances for each IOU are reconciled with actual billed amounts and this may result in the
netting of overpayment against daily remittances by the IOUs or in additional remittances to DWR in the event of under-
remittances.

Under the Servicing Arrangements, the IOUs are entitled to recover the reasonable costs of providing billing and
related services. DWR pays each IOU for specified costs of these services, as provided in the Servicing Arrangements. All
of the foregoing costs are included by DWR in its revenue requirement submissions to the CPUC and recovery is sought from
customers through DWR charges. Delinquent payments by DWR bear interest at a variable interest rate equal to three
percent plus the prime lending rate of a commercial bank named in each Servicing Arrangement.

Each Servicing Arrangement provides that all amounts required to be remitted to DWR by the IOU shall be held by
the IOU in trust for DWR and shall be remitted to DWR, subject to periodic adjustment.

Each Servicing Arrangement permits DWR to assign or pledge its rights to receive payments from the IOU to the
Trustees under the Indenture to secure DWR’s obligations thereunder. DWR has assigned its rights to customer payments
under each Servicing Arrangement under the Indenture. Under each Servicing Arrangement DWR’s rights and obligations
will be automatically transferred if the California Legislature creates an entity to assume the rights and obligations of DWR
under the Act.

The stated termination date of each IOU’s 2011 Servicing Order is the earlier of (i) 180 days after the last date that
Bond Charges are imposed on customers or (ii) the earlier termination of the 2011 Servicing Order as provided therein. The
earlier termination of each 2011 Servicing Order could occur if there is an event of default under the applicable 2011
Servicing Order but only if DWR sought termination from the Commission or other appropriate authority. Upon termination
the related IOU would remain liable to DWR for all amounts owing under the Servicing Arrangement and would continue to
collect or cause to be collected, and, in each case, remit, pursuant to the terms of the applicable Servicing Arrangement, any
Bond Charges billed before the date of termination. An IOU cannot terminate the related 2011 Servicing Order or any
obligation thereunder upon a default by DWR.

Each Servicing Arrangement lists “Events of Default” by the IOU that include any failure to remit funds to DWR
that continues unremedied for three business days and certain failures to observe or perform under the Servicing
Arrangement. Upon any Event of Default by the IOU, DWR may, in addition to exercising its remedies under the Servicing
Arrangement or under applicable law, apply to the CPUC for appropriate relief, including but not limited to the termination
of the Servicing Arrangement, in whole or in part, and apply to the CPUC (and, if necessary, a court) for sequestration and
payment to DWR or the Trustees of amounts due to DWR under the Servicing Arrangement.
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Each Servicing Arrangement also states that DWR will be in default under the Servicing Arrangement if DWR fails
to perform any of a number of duties listed in the Servicing Arrangement, including the failure to pay certain moneys to the
IOU. Upon any default by DWR, the IOU may not terminate the Servicing Arrangement in whole or in part or any obligation
thereunder, but the IOU may exercise any other remedies available under the Servicing Arrangement, the Act, and other
applicable laws, rules and regulations.

Each Servicing Arrangement includes a force majeure clause that provides that neither DWR nor the IOU is liable
for any delay or failure in performance of any part of the Servicing Arrangement (including the obligation to remit money at
the times therein specified) from any cause beyond its reasonable control, including but not limited to: unusually severe
weather; flood; fire; lightning; epidemic; quarantine restriction; war; sabotage; act of a public enemy; earthquake;
insurrection; riot; civil disturbance; strike; restraint by court order or government authority; or any combination of these
causes, which by the exercise of due diligence and foresight DWR or the IOU could not reasonably have been expected to
avoid and which by the exercise of due diligence is unable to overcome. Notwithstanding these provisions, each party’s
obligation to pay money under the Servicing Arrangement continues to the extent such party is able to make such payment
and any amounts required to be remitted to DWR by the IOU shall be held by the IOU in trust for DWR and remitted to
DWR as soon as reasonably practicable. Amounts paid to or by DWR pursuant to the force majeure clause shall not bear
interest.

DWR has the right under each Servicing Arrangement to request an audit, conducted by DWR, of each IOU’s
records and procedures.

The Servicing Arrangements include remittance procedures related to Cost Responsibility Surcharge revenues from
certain direct access, departing load and Community Choice Aggregation customers. For a discussion of direct access,
departing load, Community Choice Aggregation and the Cost Responsibility Surcharge, see “THE DWR POWER SUPPLY
PROGRAM - Direct Access, Departing Load and Community Choice Aggregation.”

Additional Information

Other important provisions are contained in the Servicing Arrangements, which are available as described under
“GENERAL INFORMATION.” For a description of the IOUs, see “THE DWR POWER SUPPLY PROGRAM — Customer
Base.”

Collection Experience

According to information provided by the IOUs to DWR, over the last five years each of the IOUs had uncollectible
amounts that averaged approximately 0.3% of its operating revenues. No IOU had uncollectible amounts that exceeded 0.4%
of operating revenues in any one year. Accordingly, DWR does not consider nonpayment by customers to be a material risk
to Bondholders. DWR considers such levels of uncollectible amounts in the calculation of DWR’s revenue requirements.
Under the Servicing Arrangements, risk of noncollection is to be borne proportionately by DWR and the IOUs.

Direct Access, Departing Load and Community Choice Aggregation
General

“Direct access” customers consist of retail electricity customers in the service areas of the IOUs who elect to
purchase electricity from other providers, as authorized under California law and CPUC decisions. These customers still
receive delivery of such power through the IOU distribution and/or transmission systems. “Departing load” consists of load
of retail electricity customers (i) who commence customer generation, (ii) whose load was projected to be served by an IOU,
but who are now receiving their electrical energy and transmission and/or distribution services from a publicly-owned utility
(a “POU”), or (iii) whose load has switched or switches service to other governmental entities as described in governing
CPUC decisions. “Community Choice Aggregation” refers to the ability of local governments and joint powers agencies
established by local governments within the service area of the IOUs to aggregate the power needs of their community and
purchase electricity on behalf of members of their community from alternative providers of electric service pursuant to
California Public Utilities Code Section 366.2. Regulatory actions, including the imposition of a Cost Responsibility
Surcharge on certain direct access, departing load and Community Choice Aggregation customers, have mitigated the risk
that direct access, departing load and Community Choice Aggregation will create revenue shortfalls and necessitate revised
revenue requirement submissions by DWR, as described below.
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Cost Responsibility Surcharge

In a series of decisions, the CPUC has ordered certain classes of direct access, departing load, and Community
Choice Aggregation customers to pay the Cost Responsibility Surcharge related to historical stranded costs and ongoing
costs. The Cost Responsibility Surcharge includes a DWR Bond Charge component, which is assessed to pay debt service
and other Bond Related Costs associated with DWR’s bond issuances. The CPUC has exempted certain categories of
customers from paying the DWR Bond Charge component of the Cost Responsibility Surcharge. See “THE DWR POWER
SUPPLY PROGRAM — Categories of Customers Exempted from the Bond Charge.”

The Bond Charge component of the Cost Responsibility Surcharge is a charge imposed on electricity usage by these
direct access, departing load and Community Choice Aggregation customers by the CPUC in concert with the establishment
of Bond Charges on bundled customers. A “bundled customer” is a retail customer that purchases electrical energy and
transmission and distribution services from an IOU. Cost Responsibility Surcharge revenues reduce the amount of Bond
Charges that must be imposed on bundled customers to recover Bond Related Costs. The payments by direct access load,
departing load and Community Choice Aggregation customers under the Cost Responsibility Surcharge and by bundled
customers for Bond Charges flow to DWR and are available, as applicable, for the payment of Bond Related Costs. See
“RISK FACTORS — Direct Access, Departing Load and Community Choice Aggregation.”

The following table reflects the amount of the Bond Charge component of the Cost Responsibility Surcharge
collected by each IOU for