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EQUIPMENT LEASE/PURCHASE AGREEMENT
(Taxable Direct Pay New Clean Renewable Energy Bond)

This Equipment Lease/Purchase Agreement (Taxable Direct Pay New Clean Renewable
Energy Bond) (the “Agreement” or the “Lease”) dated as of October 1, 2015, and entered into
between Banc of America Leasing & Capital, LLC, a Delaware limited liability company
(“Lessor”), and the Public Utilities Commission of the City and County of San Francisco, acting
on behalf of the City and County of San Francisco, a political subdivision existing under the laws
of the State of California (the “Commission”).

RECITALS:

WHEREAS, the Commission has applied for and received allocation in the aggregate
amount of $4,100,000 from the Internal Revenue Service under the New Clean Renewable
Energy Bond program to finance the cost of acquiring and installing the equipment more fully
described in those certain applications submitted by the Commission to the Internal Revenue
Service, dated March 4, 2015, consisting of the San Francisco Police Academy Solar Energy
Facility and the Marina Middle School Solar Energy Facility, all as more particularly described in
Exhibit A-1 (together, the “2015 NCREB Project”); and

WHEREAS, the Commission, after due investigation and deliberation, has determined
that it is in the interests of the Commission at this time to enter into this Agreement for the
purpose of financing the 2015 NCREB Project; and

WHEREAS, the Commission desires to lease and acquire from Lessor the 2015 NCREB
Project, subject to the terms and conditions of and for the purposes set forth herein; and

WHEREAS, the Commission is authorized under the constitution and laws of the State
to enter into this Agreement for the purposes set forth herein; and

WHEREAS, the Commission intends this Agreement to be a “New Clean Renewable
Energy Bond” pursuant to, and within the meaning of, Sections 54A and 54C of the Code (as
defined herein) eligible for subsidy payments under Section 6431(f) of the Code; and

NOW, THEREFORE, for good and valuable consideration, receipt of which is hereby
acknowledged, and in consideration of the premises hereinafter contained, the parties hereby
agree as follows:

ARTICLE |

Section 1.01. Definitions. The following terms will have the meanings indicated below
unless the context clearly requires otherwise:

“Accreted Value” means, with respect to any Capital Appreciation Indebtedness, the
principal amount thereof plus the interest accrued thereon, compounded at the interest rate
thereon on each date, as specified therein.



“Acquisition Amount” means the amount of $ , to be deposited in the
Acquisition Fund and represented by the Commission to be sufficient to acquire the 2015
NCREB Project.

“Acquisition Fund” means the fund established and held by the Commission
“Additional Revenues” means:

(i) An allowance for Net Revenues from any additions to or improvements or extensions
of the Electric System to be made with the proceeds of such Obligations Secured by Net
Revenues, and also for Net Revenues from any such additions, improvements or extensions
which have been made from moneys from any source but in any case which, during all or any
part of such Fiscal Year or such twelve (12) month period, were not in service, all in an amount
equal to ninety percent (90%) of the estimated additional average annual Net Revenues to be
derived from such additions, improvements and extensions for the first thirty-six (36) month
period in which each addition, improvement or extension is respectively to be in operation, all as
shown in the written report of an Independent Consultant engaged by the Commission; and

(i) An allowance for earnings arising from any increase in the Charges which has
become effective prior to the incurring of such Obligations Secured by Net Revenues but which,
during all or any part of such Fiscal Year or such twelve (12) month period, was not in effect, in
an amount equal to the amount by which the Net Revenues would have been increased if such
increase in Charges had been in effect during the whole of such Fiscal Year or such twelve (12)
month period, all as shown in the written report of an Independent Consultant engaged by the
Commission; and

(i) Fund balances of the Electric System which are available for payment of Debt
Service and are not budgeted to be expended during the prior Fiscal Year.

(iv) Additional Revenues shall not include Federal Subsidy Payments.

“Agreement” means this Equipment Lease/Purchase Agreement, including the exhibits
hereto, together with any amendments and modifications to this Agreement pursuant to
Section 13.04.

“Available Project Proceeds” means (i) the proceeds from the sale of the issue, less (ii)
issuance costs financed by the issue (not exceeding 2% of such proceeds), plus (iii) investment
earnings on the difference between (i) - (ii).

“Capital Appreciation Indebtedness” means Obligations Secured by Net Revenues on
which interest is compounded and paid less frequently than annually.

“Charges” means electric utility rates, charges, fees, tolls, assessments and rentals
prescribed by the Commission for the electric energy or the services and facilities of the Electric
System.

"Code" means the Internal Revenue Code of 1986 as in effect on the date hereof or
(except as otherwise referenced herein) as it may be amended to apply to obligations issued on
the date of delivery of this Agreement, together with applicable proposed, temporary and final
regulations promulgated, and applicable official public guidance published, under the Code.



“Commencement Date” means October 16, 2015.

“Commission” means the Public Utilities Commission of the City and County of San
Francisco, acting on behalf of the City and County of San Francisco, a political subdivision
existing under the laws of the State of California.

“Contract Rate” means the rate identified as such in the Payment Schedule.

“Debt Service” means, Rental Payments and all amounts becoming due and payable on
all Obligations Secured by Net Revenues provided, however, that for the purposes of computing
Debt Service:

(a) if the Obligations Secured by Net Revenues are Variable Rate Indebtedness, the
interest rate thereon for periods when the actual interest rate cannot yet be determined will be
assumed to be equal to the rate that is ninety percent (90%) of the average RBI during the
twelve (12) calendar month period immediately preceding the date on which the calculation is
made (the “assumed RBI-based rate™);

(b) Rental Payments and principal and interest payments on Obligations Secured by
Net Revenues will be excluded to the extent such payments are to be paid from amounts on
deposit with a fiduciary in escrow specifically therefor and to the extent that such interest
payments are to be paid from the proceeds of Obligations Secured by Net Revenues held by a
fiduciary as capitalized interest;

(c) in determining the principal amount due, payment will (unless a different
subsection of this definition applies for purposes of determining principal maturities or
amortization) be assumed to be made in accordance with any amortization schedule
established for such debt, including any mandatory sinking fund payments or any scheduled
redemption or payment thereof on the basis of Accreted Value, and for such purpose, the
redemption payment or payment of Accreted Value will be deemed a principal payment and
interest that is compounded and paid as Accreted Value will be deemed due on the scheduled
redemption or payment date of such Capital Appreciation Indebtedness;

(d) () notwithstanding subsection (a) above, with respect to any Variable Rate
Indebtedness , if (A) the interest rate on such Variable Rate Indebtedness, plus (B) the
payments received and made by the Commission under a related interest rate swap agreement
with respect to such Variable Rate Indebtedness, are expected to produce a synthetic fixed rate
to be paid by the Commission (e.g., an interest rate swap agreement under which the
Commission pays a fixed rate and receives a variable rate which is expected to equal or
approximate the rate of interest on such Variable Rate Indebtedness), the Variable Rate
Indebtedness, as the case may be, will be treated as bearing such synthetic fixed rate for the
duration of the synthetic fixed rate; and (ii) with respect to any fixed interest rate Obligations
Secured by Net Revenues, if (A) the interest rate on such fixed rate Obligations Secured by Net
Revenues, plus (B) the payments received and made by the Commission under an interest rate
swap agreement with respect to such fixed rate Obligations Secured by Net Revenues, are
expected to produce a synthetic variable rate to be paid by the Commission (e.g., an interest
rate swap agreement under which the Commission pays a variable rate and receives a fixed
rate which is expected to equal the rate of interest on such fixed interest rate Obligations
Secured by Net Revenues), the fixed interest rate Obligations Secured by Net Revenues, will be
treated as Variable Rate Indebtedness for the duration of the synthetic variable rate calculated
as provided in (a) above; and



(e) if any Obligations Secured by Net Revenues include an option or an obligation to
tender all or a portion of such Obligations Secured by Net Revenues to the Commission, the
Trustee or another fiduciary or agent and require that such Obligations Secured by Net
Revenues or portion thereof be purchased if properly presented, then for purposes of
determining the amounts of principal and interest due, the options or obligations to tender will be
treated as a principal maturity occurring on the first date on which holders or owners thereof
may or are required to tender, except that any such option or obligation to tender will be ignored
and not treated as a principal maturity, if (1) such Obligations Secured by Net Revenues are
rated in one of the two highest long-term Rating Categories by Moody’s and by Standard &
Poor’s or such Obligations Secured by Net Revenues are rated in the highest short-term note or
commercial paper Rating Categories by Moody’s and by Standard & Poor’s and (2) funds for the
purchase price are to be provided by a letter of credit or standby bond purchase agreement or
other liquidity facility.

“Electric Revenue Fund” means the electric-related revenues derived by the electrical
system of the Commission, within the “Hetch Hetchy Water and Power Enterprise,” and which is
designated as the “Revenue Fund” in the Power Revenue Bond Indenture.

“Electric System” means the electrical system of the Commission, comprising all
facilities for the generation, transmission and distribution of electric energy, that is also known
as the “Hetch Hetchy Water and Power Enterprise” and designated as the “Power Enterprise” in
the Power Revenue Bond Indenture.

“Equipment” means the property listed in Exhibit A-1 and all accessions, replacements,
repairs, restorations, modifications and improvements thereof or thereto made pursuant to
Section 8.01 or Article V. Whenever reference is made in this Agreement to Equipment, such
reference will be deemed to include all such accessions, replacements, repairs, restorations,
modifications and improvements of or to such Equipment.

“Equipment Costs” means the total cost of the Equipment listed in Exhibit A-1, including
soft costs such as freight, installation and taxes paid up front by Lessor and all capitalizable
consulting and training fees approved by Lessor, legal fees, financing costs, and other costs
necessary to vest full, clear legal title to the Equipment in the Commission, subject to the
security interest granted to and retained by Lessor as set forth herein, and otherwise incurred in
connection with the financing provided by the lease-purchase of the Equipment as provided
herein; provided that (i) any such soft costs on a cumulative basis will not exceed a percentage
of the Maximum Equipment Cost approved by Lessor and (ii) in no event will capitalizable
delivery charges, installation charges, taxes and similar capitalizable soft costs relating to such
Equipment be included without Lessor’s prior consent.

“Event of Default” means an Event of Default described in Section 12.01.

“Expenditure Period” means the “expenditure period” defined in Section 54A(d)(2)(B)(ii)
of the Code, and consists of the period beginning on the Commencement Date ending on the
later of the date 3 years after the Commencement Date or such later date, if any, as permitted
by the Internal Revenue Service in response to a request to extend such 3-year period.

"Fair Market Value" means the price at which a willing buyer would purchase the
investment from a willing seller in a bona fide, arm's length transaction (determined as of the
date the contract to purchase or sell the investment becomes binding) if the investment is traded
on an established securities market (within the meaning of Section 1273 of the Code) and,



otherwise, the term "Fair Market Value" means the acquisition price in a bona fide arm's length
transaction (as referenced above) if (i) the investment is a certificate of deposit that is acquired
in accordance with applicable regulations under the Code, (ii) the investment is an agreement
with specifically negotiated withdrawal or reinvestment provisions and a specifically negotiated
interest rate (for example, a guaranteed investment contract, a forward supply contract or other
investment agreement) that is acquired in accordance with applicable regulations under the
Code, (iii) the investment is a United States Treasury Security--State and Local Government
Series that is acquired in accordance with applicable regulations of the United States Bureau of
Public Debt, or (iv) any commingled investment fund in which the Commission and related
parties do not own more than a ten percent (10%) beneficial interest therein if the return paid by
the fund is without regard to the source of the investment. To the extent required by the
Regulations, the term “investment” will include a hedge.

“Federal Subsidy Payments” means, with respect to the Rental Payments, the amounts
which are payable by the Federal government under Section 6431 of the Code, which the
Commission has irrevocably elected to apply to this Agreement.

“Fiscal Year” means the period commencing on July 1 of each year and terminating on
the next succeeding June 30.

“Gross Revenues” means all revenues, which include all charges received for and all
other income and receipts derived by the Commission from the operation of the Electric System
or arising from the Electric System received by the Commission from the services, facilities,
energy and distribution of electric energy by the Commission, including income from
investments, but excepting therefrom (a) all reimbursement charges and deposits to secure
service, (b) Federal Subsidy Payments, and (c) any charges collected by any person to
amortize, or otherwise relating to the payment of, the uneconomic portion of costs associated
with assets and obligations (“stranded costs”) of the Electric System or of any joint powers
agency in which the Commission participates which the Commission has dedicated to the
payment of obligations other than this Agreement or any Obligations Secured by Net Revenues
then outstanding, the payments of which obligations will be applied to or pledged to or otherwise
set aside for the reduction or retirement of outstanding obligations of the Commission or any
joint powers agency in which the Commission participates relating to such “stranded costs” of
the Commission or of any such joint powers agency to the extent such “stranded costs” are
attributable to, or the responsibility of, the Commission.

“Independent Consultant” means any financial or engineering consultant (including
without limitation any Independent Certified Public Accountant) with an established reputation in
the field of municipal finance or firm of such consultants appointed and paid by the Commission,
and who, or each of whom:

@) is in fact independent and not under control of the Commission;

(b)  does not have any substantial identity of interest, direct or indirect, with the
Commission; and

(c) is not and no member of which is connected with the Commission as an officer or
employee of the Commission, but who may be regularly retained to make annual or other audits
of the books of or reports to the Commission.

“Lease” means this Agreement.



“Lease Proceeds” means the total amount of money to be paid by Lessor on the
Commencement Date to the Commission for deposit to the Acquisition Fund.

“Lease Term” means the period from the Commencement Date until October 25, 2032.

“Lessor” means (a) the entity referred to as Lessor in the first paragraph of this Agree-
ment or (b) any assignee or transferee of any right, title or interest of Lessor in and to the
Equipment (including Rental Payments thereunder) pursuant to Section 11.01, but does not
include any entity solely by reason of that entity retaining or assuming any obligation of Lessor
to perform under this Lease.

“Maintenance and Operation Costs” means the amount required to pay the expenses of
management, repair and other costs necessary to operate, maintain and preserve the Electric
System in good repair and working order, including but not limited to, the cost of supply and
transmission of electric energy under long-term contracts or otherwise, and the expenses of
conducting the Electric System, but excluding depreciation. “Maintenance and Operation Costs”
will include all amounts required to be paid by the Commission under contract with a joint
powers agency for purchase of capacity, energy, transmission capability or any other
commodities or services in connection with the foregoing, which contract requires payments by
the Commission to be made hereunder to be treated as Maintenance and Operation Costs.
Notwithstanding the foregoing, for so long as the Power Revenue Bonds are outstanding, if
there is a discrepancy between the above definition and the definition of “Operation and
Maintenance Expenses” in the Power Revenue Bond Indenture, the provisions of the Power
Revenue Bond Indenture will control. In addition, for so long as the Power Revenue Bonds are
outstanding, the term “Maintenance and Operation Costs” when used herein will include Priority
R&R Fund Deposits, as defined in the Power Revenue Bond Indenture.

“Material Adverse Change” means (a) a downgrade in the Commission’s external debt
rating on Obligations Secured by Net Revenues of two or more subgrades by either Moody's
Investors Service, Inc., or Standard & Poor’'s Ratings Group or any equivalent successor credit
rating agency, or any downgrade by either such agency that would cause a credit rating on any
Obligation Secured by Net Revenues to be below investment grade, and (b) any change in the
Commission’s creditworthiness that has a material adverse effect on (i) the financial condition or
operations of the Electric System, or (ii) the Commission’s ability to perform its obligations under
this Agreement.

“Maximum Annual Debt Service” means, as of the date of calculation, the maximum
amount of Debt Service for the current or any future Fiscal Year.

“Maximum Equipment Cost” means the amount deposited in the Acquisition Fund on the
Commencement Date, plus interest earnings thereon during the Expenditure Period.

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

“Net Revenues” means, with respect to the Electric System, for any period of
computation, the amount of the Gross Revenues received from the Electric System during such
period, less the amount of Maintenance and Operation Costs of the Electric System becoming



payable during such period.

“Obligations Secured by Net Revenues” means all bonds, notes or other obligations
(including without limitation long-term contracts, loans, sub-leases, installment sale agreements,
other legal financing arrangements, interest rate swap agreements, capital leases or credit or
liquidity enhancement agreements) of the Commission payable from and secured by a pledge of
and lien upon any of the Net Revenues issued or incurred in compliance with Section 4.03,
including but not limited to the Senior Obligations, the 2008 CREB Lease, the 2011 QECB
Lease and the 2012 NCREB Lease.

“Obligation Secured by Net Revenues Instrument” means the resolution, trust indenture,
lease-purchase agreement, installment sale agreement, or other agreement or instrument,
which is adopted, entered into or executed and delivered by the Commission, and under which
Obligations Secured by Net Revenues are issued.

“Payment Schedule” means the rental payment schedule attached hereto as Exhibit A-2
and made a part hereof.

“Power Revenue Bond Indenture” means that certain Trust Indenture, dated as of May 1,
2015, between the Commission and U.S. Bank National Association, as trustee, as it may be
supplemented and amended from time to time.

“Power Revenue Bonds” means the “Public Utilities Commission of the City and County
of San Francisco Power Revenue Bonds, 2015 Series AB” issued in the principal amount of
$39,555,000 on May 20, 2015, and any additional bonds issued pursuant to the Power Revenue
Bond Indenture.

“Prepayment Option” has the meaning given to said term in Section 10.1.

“Qualified Purpose” means capital expenditures for one or more qualified renewable
energy facilities as described in Section 54C(a)(1) and 54C(d)(1) of the Code.

“RBI” means the Bond Buyer Revenue Bond Index or comparable index of long-term
municipal obligations chosen by the Commission, and, if no comparable index can be obtained,
eighty percent (80%) of the interest rate on actively traded thirty (30) year United States
Treasury obligations.

“Rental Payment Date” means April 25 and October 25 in each year, commencing April
25, 2016, and continuing to and including October 25, 2032, as set forth in the Payment
Schedule.

“Rental Payments” means the basic rental payments payable by the Commission under
this Lease pursuant to Section 4.01, in each case consisting of a principal and interest
component, as set forth in the Payment Schedule.

“Replaced Equipment” has the meaning given to said term in Section 8.01.

“Replacement Equipment” has the meaning given to said term in Section 8.01.

“S&P” means Standard & Poor's Corporation, a corporation duly organized and existing
under and by virtue of the laws of the State of New York, and its successors or assigns, except



that if such corporation will be dissolved or liquidated or will no longer perform the functions of a
securities rating agency, then the term “S&P” will be deemed to refer to any other nationally
recognized securities rating agency selected by the Commission.

“Senior Obligations” means the Power Revenue Bonds and any other Obligations
Secured by Net Revenues, all of which must be issued or incurred in compliance with Section
4.03 on a basis senior to this Lease.

“Sequestration” means any automatic reductions in the Federal Subsidy Payments
pursuant to the Balanced Budget and Emergency Deficit Control Act of 1985, as amended.

“State” means the State of California.

“2008 CREB Lease” means that certain Master Equipment Lease/Purchase Agreement,
dated as of October 1, 2008, between the Commission and the Lessor.

“2011 QECB Lease” means that certain Equipment Lease/Purchase Agreement
(Taxable Direct Pay New Clean Renewable Energy Bond), dated as of December 1, 2011,
between the Commission and the Lessor.

“2012 NCREB Lease” means that certain Equipment Lease/Purchase Agreement
(Taxable Direct Pay Qualified Energy Conservation Bond), dated as of April 1, 2012, between
the Commission and the Lessor.

“2015 NCREB Project” has the meaning set forth in the recitals hereto.

“Variable Rate Indebtedness” means any indebtedness the interest rate on which is not
fixed at the time of incurrence of such indebtedness, or has not at some subsequent date been
fixed, at a single numerical rate(s) for the remaining term of the indebtedness.

“Vendor” means the manufacturer or supplier of the Equipment or any other person as
well as the agents or dealers of the manufacturer or supplier with whom Lessor arranged the
Commission’s acquisition and financing of the Equipment pursuant to this Lease.

“Vendor Agreement” means any contract entered into by the Commission and any
vendor for the acquisition, installation, maintenance or servicing of the Equipment.

ARTICLE Il

Section 2.01. Representations and Covenants of the Commission. The Commission
represents, covenants and warrants for the benefit of Lessor on the date hereof as follows:

(a) The Commission is a political subdivision of the State within the meaning of
Section 103(c) of the Code, duly organized and existing under the constitution and laws of the
State, with full power and authority to enter into this Agreement and the transactions
contemplated hereby and thereby, and to perform all of its obligations hereunder and
thereunder.

(b) The Commission has duly authorized the execution and delivery of this
Agreement and the Filing Agent Agreement by proper action of its governing body at a meeting
duly called, regularly convened and attended throughout by the requisite quorum of the



members thereof, or by other appropriate official approval, and all requirements have been met
and procedures have occurred in order to ensure the validity and enforceability of this
Agreement

() No event or condition that constitutes, or with the giving of notice or the lapse of
time or both would constitute, an Event of Default exists at the date hereof.

(d) The Commission will do or cause to be done all things necessary to preserve and
keep in full force and effect its existence.

(e) The Commission has complied with such public bidding requirements as may be
applicable to this Agreement and the acquisition by the Commission of the Equipment.

® During the Lease Term, the Equipment will be used by the Commission only for
the purpose of performing essential governmental or proprietary functions of the Commission
consistent with the permissible scope of the Commission’s authority. The Commission does not
intend to sell or otherwise dispose of the Equipment or any interest therein prior to the last
Rental Payment scheduled to be paid hereunder.

(9) The Commission has kept, and throughout the Lease Term will keep, its books
and records in accordance with generally accepted accounting principles and practices
consistently applied, and will deliver to Lessor (i) annual audited financial statements (including
(1) statements of net assets, (2) statement of revenues, expenses and changes in net assets,
(3) statement of cash flows, and (4) notes to the financial statements within 270 days of its fiscal
year end, (ii) such other financial statements and information as Lessor may reasonably request,
and (iii) its annual budget for the following Fiscal Year when approved. The financial statements
described in subsection (i) will be accompanied by an unqualified opinion of the Commission’s
auditor. The financial statements and budgets described in clauses (i) and (iii) above will be
prepared for the Electric System. Credit information relating to the Commission may be
disseminated among Lessor and any of its affiliates and any of their respective successors and
assigns.

(h) The Commission has an immediate need for the Equipment and expects to make
immediate use of the Equipment. The Commission’s need for the Equipment is not temporary,
and the Commission does not expect the need for any item of the Equipment to diminish during
the Lease Term to such item.

(1) The payment of the Rental Payments or any portion thereof is not directly or
indirectly (x) secured by any interest in property used or to be used in any activity carried on by
any person other than a state or local governmental unit or payments in respect of such
property; or (y)on a present value basis, derived from payments (whether or not to the
Commission) in respect of property, or borrowed money, used or to be used in any activity
carried on by any person other than a state or local governmental unit. The Equipment will not
be used, directly or indirectly, in any activity carried on by any person other than a state or local
governmental unit. No portion of the Acquisition Amount for the Equipment will be used, directly
or indirectly, to make or finance loans to any person other than the Commission.

)] There is no pending litigation, tax claim, proceeding or dispute that may
adversely affect the Electric System’s financial condition or impairs the Commission’s ability to
perform its obligations hereunder



The Commission will, at its expense, maintain its legal existence in good standing and
do any further act and execute, acknowledge, deliver, file, register and record any further
documents Lessor may reasonably request in order to protect Lessor’s first priority security
interest in the Equipment, and Lessor’s rights and benefits under this Lease.

(K) [[The City is the fee owner of the real estate and improvements thereon where
the Equipment is and will be located, and has good and marketable title thereto, and there
exists no mortgage, pledge, lien, security interest, charge or other encumbrance of any nature
whatsoever on or with respect to such real estate or improvements.]]

0] No lease, rental agreement, lease purchase agreement, payment agreement or
contract for purchase to which the Commission has been a party at any time has been
terminated by the Commission as a result of insufficient funds being appropriated in any fiscal
year. No event has occurred which would constitute an event of default under any debt, revenue
bond or obligation which the Commission has issued during the past ten (10) years.

(m)  The Commission does not currently owe or have any liability to the Federal
government that would offset the Commission's claim to the Federal Subsidy Payments under
Section 6431(f) of the Code.

ARTICLE IlI

Section 3.01. Lease of Equipment. Subject to the terms of this Agreement, Lessor
agrees to provide the Acquisition Amount to acquire the Equipment. Upon the execution of this
Lease, Lessor demises, leases, transfers and lets to the Commission, and the Commission
acquires, rents and leases from Lessor, the Equipment as set forth in this Lease, and in
accordance with the terms hereof.

Section 3.02. Conditions to Lessor’s Performance.

(@) As a prerequisite to the performance by Lessor of any of its obligations pursuant
to this Lease, the Commission shall deliver to Lessor the following:

0] A fully executed copy of this Agreement;

(i) A Certificate executed by the Secretary of the Commission, in substantially
the form attached hereto as Exhibit B, completed to the satisfaction of Lessor;

(i)  Certified copies of the resolutions of the Commission’s governing body and
the Board of Supervisors' of the City and County of San Francisco authorizing the
execution and delivery of this Lease and performance by the Commission of its
obligations hereunder;

(iv)  An opinion of counsel to the Commission in substantially the form attached
hereto as Exhibit C;

(v)  An opinion of bond counsel to the Commission in substantially the form
attached hereto as Exhibit G;

(vi) A non-arbitrage and tax law compliance certificate in form satisfactory to
bond counsel to the Commission, dated the date hereof;

-10-



(vii)  Evidence of insurance as required by Section 7.02 hereof;

(viii) All documents, including financing statements, affidavits, notices and
similar instruments, in form satisfactory to Lessor, which Lessor deems necessary or
appropriate at that time pursuant to Section 6.02;

(ix) A copy of a fully completed and executed Form 8038-TC; and

(X) Such other items, if any, as are set forth in such Lease or are reasonably
required by Lessor.

(b) In addition, the performance by Lessor of any of its obligations hereunder will be
subject to: (i) no Material Adverse Change having occurred, and, (i) no Event of Default having
occurred.

(© Subject to satisfaction of the foregoing, Lessor will deposit the Acquisition
Amount with the Commission.

Section 3.03. Creation of Acquisition Fund.

(@ There is hereby created a special fund to be known as the “San Francisco Public
Utilities Commission 2015 New Clean Renewable Energy Bond Equipment Acquisition Fund”
(the “Acquisition Fund”), to be held in trust by the Commission for the purposes stated herein,
for the benefit of Lessor and Commission, to be held, disbursed and returned in accordance
with the terms hereof.

(b) The Commission will invest and reinvest moneys on deposit in the Acquisition
Fund in Qualified Investments (as defined below). The Commission will be solely responsible
for ascertaining that all proposed investments and reinvestments are Qualified Investments and
that they comply with federal, state and local laws, regulations and ordinances governing
investment of such funds. Accordingly, the Lessor is not responsible for any liability, cost,
expense, loss or claim of any kind, directly or indirectly arising out of or related to the investment
or reinvestment of all or any portion of the moneys on deposit in the Acquisition Fund, and the
Commission agrees to and does hereby release the Lessor from any such liability, cost,
expenses, loss or claim. Interest on the Acquisition Fund will become part of the Acquisition
Fund, and gains and losses on the investment of the moneys on deposit in the Acquisition Fund
will be borne by the Acquisition Fund. For purposes of this agreement, “Qualified Investments”
means any investments that meet the requirements of the Commission’s current investment
policy, and includes the City and County of San Francisco Pooled Fund Portfolio.

(c) Amounts in the Acquisition Fund will be disbursed by the Commission in payment
of amounts described in Section 3.04 hereof. If the amounts in the Acquisition Fund are
insufficient to pay such amounts, the Commission will provide any balance of the funds needed
to complete the acquisition of the Equipment. Any moneys remaining in the Acquisition Fund at
the end of the Expenditure Period will be applied as provided in Section 4.08(i) hereof.

(d) The Acquisition Fund will be terminated at the earliest of (i) the final distribution

of amounts in the Acquisition Fund or (ii) written notice given by Lessor of the occurrence of a
default or termination of the Lease.

-11-



Section 3.04. Acquisition of Equipment.

(a) Acquisition Contracts. The Commission will arrange for, supervise and provide
for, or cause to be supervised and provided for, the acquisition of the Equipment, with moneys
available in the Acquisition Fund. The Commission represents the estimated costs of the
Equipment are within the funds estimated to be available therefor, and Lessor makes no
warranty or representation with respect thereto. Lessor will have no liability under any of the
acquisition or construction contracts. The Commission will obtain all necessary permits and
approvals, if any, for the acquisition, equipping and installation of the Equipment, and the
operation and maintenance thereof.

(b)  Authorized Acquisition Fund Disbursements. Disbursements from the Acquisition
Fund will be made for the purpose of paying (including the reimbursement to the Commission
for advances from its own funds to accomplish the purposes hereinafter described) the cost of
acquiring the Equipment. Disbursements may be made from the Acquisition Fund so long as (i)
no Event of Default (nor any event which, with notice or lapse of time or both, would become an
Event of Default) has occurred and is continuing and the representations and warranties of the
Commission set forth in the Lease are true and correct as of the date hereof; and (ii) no material
adverse change in the Commission’s financial condition has occurred since the date of the
Lease.

Section 3.05. Deposit to Acquisition Fund. Upon satisfaction of the conditions specified
in Section 3.02, Lessor will cause the Acquisition Amount to be deposited in the Acquisition
Fund in the amount of $ . The Commission agrees to pay any costs with respect to the
Equipment in excess of amounts available therefor in the Acquisition Fund.

Section 3.06. Excess Amounts in the Acquisition Fund. Following the final
disbursement from the Acquisition Fund at the end of the Expenditure Period, or termination of
the Acquisition Fund as otherwise provided herein, the Commission will transfer any remainder
from the Acquisition Fund to Lessor for application to amounts owed under the Lease in
accordance with Section 4.08(i).

ARTICLE IV

Section 4.01. Rental Payments; Pledge of Net Revenues to pay Rental Payments;
Electric Revenue Fund.

(@) The Commission agrees to pay to the Lessor the Rental Payments, in the amounts
and on the Rental Payment Dates set forth in the Payment Schedule attached as Exhibit A-2.

(b) The Rental Payments are payable exclusively from the Net Revenues of the Electric
System. The Commission hereby transfers, places a charge upon, assigns and sets over to the
Lessor, the Net Revenues of the Electric System that are necessary to pay the Rental
Payments. The payments and obligations of the Commission under this Agreement are secured
by and payable from the Net Revenues. The Net Revenues shall not be used for any other
purpose during the Lease Term, except that out of Net Revenues there may be apportioned and
paid such sums for such purposes, as are expressly permitted by this Article. Said pledge
constitutes a direct and exclusive charge and lien on the Net Revenues for the payment of the
Rental Payments in accordance with the terms thereof. Such pledge is subordinate to the
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pledge of Revenues (as defined in the Power Revenue Bond Indenture) to payment of debt
service on the Power Revenue Bonds.

(c) The Net Revenues constitute a trust fund for the security and payment of the Rental
Payments. The enterprise funds of the Commission unrelated to the Electric System, are not
pledged, and the credit or taxing power of the Commission is not pledged, for the payment of
the Rental Payments. The Lessor will not compel the forfeiture of its property, other than the
Equipment, in the Event of Default. The Rental Payments are not a debt of the Commission,
nor a legal or equitable pledge, charge, lien or encumbrance, upon any of its property, or upon
any of its income, receipts, or revenues, except the Net Revenues.

Section 4.02. Receipt and Deposit of Gross Revenues. The Commission covenants and
agrees that all Gross Revenues, when and as received, will be held by the Commission in trust
hereunder, and will be deposited by the Commission in the Electric Revenue Fund (which has
heretofore been created by the Commission) and will be accounted for through and held in trust
in the Electric Revenue Fund, and the Commission shall only have such beneficial right or
interest in any of such money as in this Agreement provided. All such Gross Revenues will be
transferred, disbursed, allocated and applied solely to the uses and purposes hereinafter in this
Article set forth, and shall be accounted for separately and apart from all other money, funds,
accounts or other resources of the Commission. Notwithstanding the foregoing, if any Senior
Obligations are outstanding and the terms of such Senior Obligations conflict with this Section,
the terms of the Senior Obligations will control.

Section 4.03. Issuance of Obligations Secured by Net Revenues. Nothing in this
Agreement prohibits or impairs the authority of the Commission to issue bonds, notes, leases,
installment sale agreements or other obligations secured by a lien on Net Revenues (excluding
the Federal Subsidy Payments) which is superior to, on a parity with, or subordinate to, the lien
established hereunder, upon such terms and in such principal amounts as the Commission may
determine; provided, that the Commission may issue or incur any such Obligations Secured by
Net Revenues subject to the following specific conditions, which are hereby made conditions
precedent to the issuance and delivery of such Obligations Secured by Net Revenues:

(@) The Commission shall be in compliance with all covenants set
forth in this Agreement.

(b)  The Net Revenues of the Electric System, calculated on sound
accounting principles, as shown by the books of the Commission for the latest
Fiscal Year or any more recent twelve (12) month period selected by the
Commission, ending not more than sixty (60) days prior to the adoption,
execution or delivery of the Obligations Secured by Net Revenues Instrument
pursuant to which such Obligations Secured by Net Revenues are issued, plus,
at the option of the Commission, Additional Revenues, are at least equal to:

(1) One Hundred Twenty-Five percent (125%) of Maximum
Annual Debt Service, with Maximum Annual Debt Service calculated on
this Agreement and all Obligations Secured by Net Revenues to be
outstanding immediately subsequent to the issuance of such Obligations
Secured by Net Revenues which have a lien on Net Revenues of the
Electric System that is superior to the lien created on Net Revenues
under this Agreement;
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(i) One Hundred Ten percent (110%) of Maximum Annual
Debt Service, with Maximum Annual Debt Service calculated on this
Agreement and all Obligations Secured by Net Revenues to be
outstanding immediately subsequent to the issuance of such Obligations
Secured by Net Revenues which have a lien on Net Revenues of the
Electric System that is on a parity with the lien on Net Revenues created
under this Agreement; and

(i)  One Hundred percent (100%) of Maximum Annual Debt
Service, with Maximum Annual Debt Service calculated on this
Agreement and all Obligations Secured by Net Revenues to be
Outstanding immediately subsequent to the issuance of such Obligations
Secured by Net Revenues which have a lien on Net Revenues of the
Electric System which is subordinate to the lien on Net Revenues created
under this Agreement.

© The Obligations Secured by Net Revenues Instrument providing
for the issuance of such Obligations Secured by Net Revenues under this
Section 4.03 shall provide that the proceeds of such Obligations Secured by Net
Revenues shall be applied to the acquisition, construction, improvement,
financing or refinancing of additional facilities, improvements or extensions of
existing facilities within the Electric System, or otherwise for facilities,
improvements or property which the Commission determines are of benefit to the
Electric System, or for the purpose of refunding any Obligations Secured by Net
Revenues, in whole or in part, including all costs (including costs of issuing such
Obligations Secured by Net Revenues and including capitalized interest on such
Obligations Secured by Net Revenues during any period which the Commission
deems necessary or advisable) relating thereto.

Section 4.04. Rental Payments to be Unconditional. Subject to the limitations contained
in this Article, the obligations of the Commission to make Rental Payments and to perform and
observe the other covenants and agreements contained herein, are absolute and unconditional
in all events, without abatement, diminution, deduction, set-off or defense, for any reason,
including without limitation any failure of the Equipment, after it has been accepted by the
Commission, any defects, malfunctions, breakdowns or infirmities in the Equipment or any
accident, condemnation or unforeseen circumstances. Without limiting the foregoing, the
Commission acknowledges and agrees that the unavailability of the Federal Subsidy Payments,
or failure of the U.S. Treasury to pay the Federal Subsidy Payments to the Commission,
including Sequestration of the Federal Subsidy Payments, shall not relieve the Commission of
any of its obligations under this Agreement, including, without limitation, its obligation to make
Rental Payments.

Section 4.05. Rate Covenant.

(@) The Commission will fix, prescribe, revise and collect Charges for the Electric
System during each Fiscal Year which (together with any fund balances of the Electric System
which are available for payment of Debt Service and are not budgeted to be expended during
the Fiscal Year) are at least sufficient to yield Gross Revenues, after making allowances for
contingencies and error in the estimates, to pay the following amounts in the following order:
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() all Maintenance and Operation Costs of the Electric System estimated by the
Commission to become due and payable in such Fiscal Year;

(i) Debt Service on all Obligations Secured by Net Revenues then outstanding;
(iii) all other payments required for compliance with this Agreement; and

(iv) all payments required to meet any other obligations of the Commission which
are charges, liens, encumbrances upon or payable from the Gross Revenues or the Net
Revenues.

(b) In addition, the Commission will fix, prescribe, revise and collect Charges for the
Electric System during each Fiscal Year which (together with any fund balances of the Electric
System which are available for payment of Debt Service and are not budgeted to be expended
during the Fiscal Year) are sufficient to yield Net Revenues of the Electric System at least equal
to one hundred ten percent (110%) of the amounts payable under the preceding clause (a)(ii) in
such Fiscal Year.

Section 4.06. NCREB Covenants.

During the Term of this Agreement, the Commission will comply with the requirements of
this Section 4.06 for the purpose of assuring the status of this Agreement as a “new clean
renewable energy bond.”

(@) New Clean Renewable Energy Project. The Commission will assure that all of the
Available Project Proceeds will be used for a Qualified Purpose or Purposes in accordance with
Section 54C(a)(1) of the Code.

(b) Qualified Issuer. The Commission will maintain its status as a governmental body
which constitutes a “Qualified Issuer” under and as required by Section 54C(a)(2) and as
defined in Section 54C(d)(6) of the Code.

(c) Designation of this Agreement as New Clean Renewable Energy Bond. The
Commission hereby designates this Agreement as a “new clean renewable energy bond” for
purposes of Section 54C(a)(3) of the Code.

(d) Three Year Expenditure of Proceeds on Project. The Commission reasonably
expects to expend all of the Available Project Proceeds for a Qualified Purpose or Purposes
with respect to the 2015 NCREB Project within the Expenditure Period. To the extent that less
than one hundred percent (100%) of the Available Project Proceeds are expended for a
Quialified Purpose by the end of the Expenditure Period, all nonqualified bonds (as determined
under Section 142 of the Code) will be redeemed within 90 days of the end of the Expenditure
Period, all in accordance with the requirements of Section 54A(d)(2)(B) of the Code, in the time
and manner prescribed by the Code.

(e) Binding Commitment to Spend Available Project Proceeds. The Commission
reasonably expects that, within 6 months of the date of delivery of this Agreement, it will enter
into a binding commitment with a third party to spend at least ten percent (10%) of the Available
Project Proceeds for a Qualified Purpose with respect to the 2015 NCREB Project.
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(f) Einancing Capital Expenditures, No Working Capital. All Available Project Proceeds
of this Agreement will be spent on capital expenditures with a reasonably expected economic
life of one year or more.

(g) Limitation on Issuance Costs. No proceeds of this Agreement and investment
earnings thereon, in an amount in excess of two percent (2%) of the proceeds of the sale of this
Agreement, will be used to pay costs of delivering of this Agreement. If the fees of the original
purchaser are retained as a discount on the purchase of this Agreement, such retention will be
deemed to be an expenditure of proceeds of this Agreement for said fees.

(h) Allocation of New Clean Renewable Energy Bond Limitation. The Commission has
received an allocation of a portion of the national new clean renewable energy bond limitation in
the aggregate amount of $4,100,000, included in the transcript for this Agreement.

(i) Limitation on Private Activity Bonds. The Commission will assure that the proceeds of
this Agreement will be used in a manner that does not satisfy the private business tests of
Section 141(b) of the Code or the private loan financing test of Section 141(c) of the Code. For
this purpose, bonds issued for the purpose of providing loans, grants, or other repayment
mechanisms for capital expenditures to implement green community programs shall not be
treated as private activity bonds.

() No_Arbitrage. The Commission will not take, or permit or suffer to be taken, any
action with respect to the proceeds of this Agreement which, if such action had been reasonably
expected to have been taken, or had been deliberately and intentionally taken, on the date of
delivery of this Agreement would have caused this Agreement to be "arbitrage bonds" within the
meaning of Section 148 of the Code as modified by Section 54A(d)(4) of the Code, including the
Treasury Regulations with respect thereto.

(k) Rebate Compliance. The Commission will take any and all actions necessary to
assure compliance with Section 148(f) of the Code, relating to the rebate of excess investment
earnings, if any, to the federal government, to the extent that such section is applicable to this
Agreement. For purposes of this paragraph, investments of Available Project Proceeds during
the Expenditure Period are deemed to comply with the requirements and limitations of Section
148 of the Code.

(I) Limitation on Reserve Funds. No fund, the proceeds of which are pledged to, or are
reasonably expected to be used directly or indirectly to pay, amounts due under this Agreement
or are reserved or otherwise set aside such that there is a reasonable assurance that such
amounts will be available to pay amounts due under this Agreement will be funded with respect
to this Agreement, except as follows: (i) the fund is funded at a rate not more rapidly than equal
annual installments, (ii) such fund is funded in a manner reasonably expected to result in an
amount not greater than an amount necessary to repay the issue, and (iii) the yield on the fund
is not greater than the rate determined under 54A(d)(5)(B) of the Code.

(m) Acquisition, Disposition and Valuation of Investments. Except as otherwise provided
in the following sentence, the Commission covenants that all investments of amounts deposited
in any fund or account created by or pursuant to this Agreement or otherwise containing
proceeds of this Agreement will be acquired, disposed of, and valued (as of the date that
valuation is required by this Agreement or the Code) at Fair Market Value. Investments in funds
or accounts (or portions thereof) that are subject to a yield restriction under applicable
provisions of the Code and (unless valuation is undertaken at least annually) and investments in
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a reserve fund will be valued at their present value (within the meaning of Section 148 of the
Code).

(n) Prohibition on Financial Conflicts of Interest. The Commission hereby covenants and
agrees to comply with all State and local law requirements governing conflicts of interest as
such requirements may relate, directly or indirectly, to this Agreement. The Commission hereby
covenants and agrees to comply with any conflict of interest rules prescribed by the IRS or
United States Department of Treasury governing the appropriate Member of Congress, Federal,
State, and local officials, and their spouses, as such rules may apply to this Agreement.

(o) Davis-Bacon Act Requirements. The Commission hereby covenants and agrees to
comply with the wage rate requirements of Title 40, Subtitle 1l, Part A, Chapter 31, Subchapter
IV of the United States Code as such requirements relate to the proceeds of this Agreement.
The Commission shall maintain or cause to be maintained documentation which demonstrates
compliance with such requirements and shall make such documentation available to Lessor
upon its request.

(p) Election to Receive Federal Subsidy Payments. The Commission hereby
irrevocably elects to treat this Agreement as a “Specified Tax Credit Bond” within the meaning
of Section 6431(f) of the Code such that the Commission will be eligible to receive direct
payment by the Federal government of a refundable credit equal to the lesser of the interest
component of the Rental Payments or 70% of the tax credit rate applicable to this Agreement.

(q) Maintenance of Qualification for Federal Subsidy Payments. The Commission will
take all actions necessary to assure that this Agreement remains a “new clean renewable
energy bond” under Section 54C(a) of the Code and a “specified tax credit bond” eligible for the
Federal Subsidy Payments under Section 6431(f) of the Code.

Section 4.07. Federal Subsidy Payments.

(a) Pledge of Federal Subsidy Payments. The Commission hereby pledges the Federal
Subsidy Payments as security for the Rental Payments. Promptly upon receipt of any Federal
Subsidy Payments, the Commission will cause such Federal Subsidy Payments to be paid to
the Lessor for credit against the Rental Payments next coming due. The Federal Subsidy
Payments are not pledged to the payment of debt service on the Power Revenue Bonds or
other Obligations Secured by Net Revenues.

(b) Filing of Forms To Receive Federal Subsidy Payment. The Commission will, within
the 45-day period beginning on the date that is 90 days before the next Lease Payment Date,
file or cause to be filed Form 8038-CP or any successor form designated by the Federal
government, requesting payment of the Federal Subsidy Payment with respect to the next
Rental Payment.

Section 4.08. Mandatory, Extraordinary and Optional Prepayment

(i) Mandatory Prepayment at Expiration of Expenditure Period. Any funds remaining in
the Acquisition Fund on or after the Expenditure Period and not applied to Equipment Costs, will
be applied by Lessor, within 90 days of the end of the Expenditure Period, in inverse
chronological order, to the prepayment of the principal component of the outstanding Rental
Payments. Up to $400,000 principal amount may be prepaid at a prepayment price equal to
100% of the principal component of the Rental Payments being prepaid, plus accrued interest to
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the date of prepayment. Any prepaid principal exceeding $400,000 will be prepaid at a
prepayment price equal to 103% of the principal component of the Rental Payments being
prepaid, plus accrued interest to the date of prepayment. To the extent that the mandatory
prepayment amount exceeds the amount remaining in the Acquisition Fund, the Commission
will contribute the excess amount required for the prepayment.

(i) Extraordinary Prepayment. In the event the Equipment is damaged or destroyed, or
the property in which the Equipment is located is taken under the power of eminent domain, the
Commission has the option to prepay the principal component of the Rental Payments, in whole
or in part, on any date, from Net Proceeds (as defined in Section 8.01), at a prepayment price
equal to 103% of the principal component of the Rental Payments being prepaid, plus accrued
interest to the date of prepayment.

(iif) Optional Prepayment.

(A) On or after April 25, 2024 (the 17" semiannual Rental Payment Date), the
principal component of the Rental Payments is subject to optional prepayment, which
may be exercised by the Commission, at a price equal to the principal amount to be
prepaid, plus a premium equal to 2% of the principal amount being prepaid, plus accrued
interest to the date of prepayment.

(B) On any date, the principal component of the Rental Payments is subject to
optional prepayment, in whole only, which may be exercised by the Commission, in the
event a “Change in Law” occurs. “Change in Law” means legislation is enacted by the
Congress of the United States of America or a ruling, regulation or statement is issued
by the Treasury or the Internal Revenue Service, the effect of which (A) repeals, revokes
or reduces the Federal Subsidy Payments with respect to the Agreement or (B) imposes
one or more substantive conditions on the receipt of Federal Subsidy Payments, and
such conditions are unacceptable to the Commission. The prepayment premium for the
optional prepayment of the principal component of the Rental Payments under this
clause (B) is 3% of the principal component of Rental Payments being prepaid, if such
option is exercised prior to the 17" semi-annual payment, and 2% thereafter through
maturity.

Section 4.09. Against Sale, Encumbrance. Except as provided herein, the Commission
covenants that the property, facilities and improvements of the Electric System will not be
mortgaged or otherwise encumbered, sold, leased, pledged, nor will any charge be placed
thereon, nor will it be disposed of as a whole or substantially as a whole.

Section 4.10. Insurance. The Commission covenants that it will at all times during the
term of this Agreement maintain such insurance on the Electric System as is customarily
maintained with respect to works and properties of like character against accident to, loss of or
damage to such works. If any useful part of the Electric System will be damaged or destroyed,
such part will be restored