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FILE NO. 190624 ‘ “ORDINANCE 0.

[Authorizing Refunding Certificates of Participation, Series 2019-R1 - Multiple Capital
Improvement Projects - Not to Exceed $160,000,000]

Ordinance authorizing the execution and delivery of Cerfificates of Participation, in one

~ or more series from time to time, on a tax-exempt or taxable basis, evidencing and

representing an aggregate principal amount of not to exceed $160,000,000 to refinance

- certain certificates of participation that financed various capital improvement projects

and finance certain additional capital improvements; approving the form of a Third

Supplement to Trust Agreement between the City and County of San Francisco and

U.S. Bank National Association, as trustee (“Trustee”) (including certain indemnities

contained therein); approving respective forms of a Third Supplement to Propeity

Lease and a Third Supplement to Project Lease, each hetween the City ahd tﬁe Trustee

for the lease and lease back of all or a portion of certain real property aﬁd

improvements located at 375 Laguna Honda Boulevard or other property as determined
by the Director of Public Flnance, approvmg the form of two separate Escrow
Agreements (mcludmg certain mdemnmes contained therein), between the City and
U.S. Bank National Association, as escrow agent (“Escrow Agent”); approving the form
of an Official Notice of Sale and a Notice of Intention to Sell the Certificates of
Participation; approving the form of an official statement in preliminary and final form;
approving the fofm of a Conﬁnuing Disclosure Certificate; granting general authority to
City officials to take necessary actions in connection with the authorization, sale,
execution and delivery of the Certificates of Participation; approving modifications to
dbcuments; and ratifying previous actions taken in connéction therewith, as defined

herein.
]

NOTE: Unchanged Code text and uncodified text are inplain Avial font.

Additions to Codes are in szngle—underlme zl‘alzcs Times New Roman fonti.
Deletions to Codes are in
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Be it ordained by the People of the City and County of San Francisco:

WHEREAS, The City. and the Trustee have previdusly entered into a Property Lease,
dated as of May 1A,- 2009 (“Original Property Lease”), pursuant to which the City has leased

~ certain real property and all improvements thereon (collectively, the “Prior Leased Property”)

to the Trustee; and ‘ : ‘

WHEREAS, The Trustee and the City have. prévidusly entered.into a Project Lease,
dated as of May 1 20089 (“Original Project Lease’), pursuant to which ’tﬁe Trustee has leased
the Prior Leased Property back to the Clty, and . A

WHEREAS The Clty previously caused the execution and dehvery of the City and

County of San Francxsoo Certificates of Par’[lClanOﬂ Senes 2009A (Multiple Capital

Improvement Projects) (“2009A Certificates”) pursuant to a Trust Agreement, dated as of May
1, 2008, by and between the City and the Trustee (“Original Trust Agreement”); and
WHEREAS, The 2009A Certificates evidence direct undivided intérests in the lease

“payments made by the City under the Original Préject | ease; and

WHEREAS, The Original Trust Agreement provides for the issuance of additional

certificates of participation by the éxeoution and delivery of'a supplement to the Original Trust

Agreement, and authorizes the principal and interest with respect to said certificates of

pérﬁéipation to be seéured by a supplement to the Original Property Lease and to be paid
from a'm.oun'ts paid by the City under a supplement fo the Original Project Lease;

WHEREAS, The City subsequently caused the execution and-delivery of the City-and
County of San Francisco Certificates of Participation, Series 2009B (Multiple Capital
Improvement Projects) (the “2009B Certificates” and, together with the 2009A Certificates, the

Mayor Breed
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“Refunded Certlflcatee”) pursuant to a First Supplement to Trust Agreement, dated as of
September 1, 2009 (“First Supplement to Trust Agreement”), supplementing the Original Trust
Agreement; and | ) .

WHEREAS, In connection therewith, the City and the Trustee have previously. entered
into a First Supplement to Property Lease, dated as of September 1 2009 (“Flrst Supplement
to Property Lease”), supplementing the Original Property Lease; and .

WHEREAS, In connection therewith, the City and the Trustee have previously entered
into a First Supplement to Project Lease, dated as of September 1, 2009 (*First Supplement
to Project Lease”), supplementing the Original Project Lease; and |

WHEREAS, The 2009B Certificates evidence direct undivided interests in the lease’

| payments made by the City under the Original Project Lease, as supplemented by the First

Supplement to Project Lease, on a panty basis with the 2009A Certificates; and

WHEREAS The City subsequently caused the executlon and delivery of the City and
County of San Franolsco Certificates of Participation, Senes 2012A (Multiple Capital
lmprovement Projects) ("2012A Certificates”) pursuant to a Second Suppleme_nt to Trust
Agreement, datedAa_é of Ju‘ne‘“l, 2012 (“Second Supplement to Trust Agreement”)',
supplementing the Original Trust Agreement; and

WHEREAS, In connection therewith, the .City and the Trustee have previously entered
into'a Second Supplement to Property Lease, dated as of June 1, 2012 (“Second Supplement
to Property Lease”), supplementing the Original- Property Lease; and

WHEREAS, In connection therewith, the City and the Trustee have previously entered
lnto a Second Supplement to Project Lease dated as of June 1, 2012 (“Second Supplement
to Project Lease’ ) supplementing the Onglnal Project Lease; and

WHEREAS, The 2012A Certificates evidence direct undivided interests in the lease

payments made by the City under the Original Project Lease, as supplemented by the First

Mayor Breed ) :
BOARD OF SUPERVISORS ~ , Page 3

1540




o ~N o o bW N

«©

10
11
12
13
14

15
16
17
18

19

20
21

22

23
24
25

BOARD OF SUPERVISORS

Suﬁblemen{ to Project Lease and Second Supplement to Project Lease, on a parity basis with
the 2009A. Cerﬁﬁca’tes and 2009R Certificates; and | _

WHEREAS,.' The Board. of Supervisors (“Board of Supervisors” or “Board”) of the City
and County of San Francisco (“City”) desires to provide for the (i) feﬁnancin'g, in whole or in
part, of the Refunded Certiﬁcateé, the proceeds of which financed various capital
improvement pro}eo;cs of the City (collectively, the “2009"Projeot”), and (ii) financing of .the
acquisition of'vcapital equipnﬂent, including street 'sweepers‘,' and other capital expenditures
(the ‘Series R1 Project” and, together with the 2009 Projeot, the “Prdject”), through the

‘
Lvs 1 ekt

execution and delivery of one or more series of certificates of particip

WHEREAS, A default judgment was entered on January 15, 2009, in the action entitled -
City and County of San Francisco v All Persons Interested in the Matter, CGC 08-479823,
ﬂledA September 15, 2008, and relaﬁng to the validity of the Refunded Certificates, which
judgment defei’mined that the 2009 Project and Refunded Certificates were valid; and
| WHEREAS, Chapter 43, Article VIII, Section 43.8.1 of the San Francisco Administrative
Code (“Administrative Code”) provides that ’;he policy of the City is to permit the refunding of
outstanding lease obligations of the City whenever such refunding shall result‘in net debt |
service savings to thé Cfty .pu'rsuant to the pfooedure set forth in such Article as well vas by any
othér method permitted by law or other ordinance of the Board; and

WHEREAS, The Certificates will be executed and delivered in one or more series, from
fime "co tifne, on a tax-exempt and/or taxable basis pursuant to a Third Supplement to Trust
Agreement (“Third Supplement to Trust Agrgement”), by and between the City and the

Trustee, supplementing the Original Trust Agreement; and

WHEREAS, In connection with the execution and delivery of the Certiﬂcétes, the Board:

| desires to cause the execution of a Third Supplement to Property Lease (“Third Supplement

to Property Lease”), supplementing the Origfnal Property Lease to provAide for additional rental

Mayor Breed
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to be paid by the Trustee in'connection with the financing of the Project and certain fe[afted '
matters and pursuant to which the City intendé to lease to the Trustee the Prior Leased
Property and/or such other propérty designéted by the Cify’s Director of Public Finance’
(collectively, the “Leased Property”), a Third Supplement to Project Lease (“Thirdlsupblement

-fo Project Lease”), supplementing the Original Project Lease to proVide for the leasing of the

1} Leased Property back to the Cify as well as additional Base Rental to be paid by the City in

connection with the financing of the' Project and certain related matters, two separate escrow
agreements (each, an “Escrow Agreement,” and together, the “Escrow 'Agreemeﬁfs;’), a
Continuing Discloéure Certificate and certafn other rélatéd documents; and

~ WHEREAS, The -Certiﬁc'ates will evidence direct undivided interests in the lease
payments made by the City under the Original Project Lease, as supplemented by the First

Supplement to Project Lease, the Seoohd_ Supplement to Project Lease and the Third

Supplement to Project Lease, on a parity basis with the 2012A Certificates; and -

- WHEREAS, The Board has been presented with the form of certain documents and »
agreements referred to herein relating to the Certificates, and the Board has examined and is :
approving each such document and agreement and desires to authorize the exeéution of such
documents and agreements and the cons'um_maﬁon of such financing; and

WHEREAS, Upon the effééﬁveness of this Ordinance, all con&itions, things and écts,
required by law to exist, to happen and to be pérformed precedent to and as a condition of the
execution and.deli\./ery of the Third Supplemént to Prop'efty Lease, the Third Supplement to
Projeét Lease, the Third Supplement to Trust Agreement, the Escrow Agreements, the
Continuing Disclosure Certiﬂcéte, the Official Statement (as deﬂ_néd'herei‘h) and the
Certificates will exist, have happened and have been berforfned in due time, form and manﬁer'
in accordance with applicable law; and the City shall be authorized puréuant to its Charter and

other applicable law to execute and deliver the Third Supplement to Property Leasé, the Third

Mayor Breed o . . .
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Supplement to Projeet Lease, the Continuing Disclosure Certificate, the Third Supplemeht to

Trust Agreement, the Escrow Agreements and the Official Statement and to cause the

“execution and delivery of the Certificates in the manner and form provided in this Ordinance;

and

WHEREAS, The City has paid and expects to p‘ay certain‘expenditures in connec’tioni

~ with the Series R1 Projectv to be financed by the Certificates prior to the execution and delivery ‘

_ of the Certificates, and the City intends to reimburse itself and to pay third parties for such

A

prior expendituree from the proceeds of the Certificates; and

WL 4 4
L RS . —_ .1

3
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- Internal Revenue Code of 1986, as amended (“Reimbursement Regulaﬁons”) requires the -

City to declare its reasonable ofﬂcral mten’t to reimburse prior expendltures with the proceeds
of a subsequent borrowmg and '

WHEREAS, The Rermburs_eme,nt Regulatiohe require that any reimburse’ment
allocation of proceeds of the Certificates to Be made with reepeCt to expenditUree 'incu'rred

prior to the execution and delivery of the Certificates will occur not later than eighteen (18)

‘months after the later of (i) the date on which the expenditure is paid or (if) the date on which

+ the facilities are placed in service, but irr no event later than three (3) years after the

expenditure is paid; and _
WHEREAS, The adoption of thls Ord inance Cons’ntu’tes authorrza‘mon of the

Certlﬂcates Wi thm the meaning of Section 864 of the California Code of Crvrl Procedure and

| any Validation Act that is effeotlve aﬁer this Ordmance takes erfeot and

- NOw THEREFORE,
Be it ordained by the People of the City and County of San Francisco, as follows:

Section 1. Findings. "The Board hereby finds and determines that the recrtals set

forth above are true and correct.

Mayor Breed‘ . : :
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Section 2. Conditions Precedent. All conditions, things and acts required by law to
exist, to happen and to be performed precedent o the execution and delivery of the-
Certificates exist, have happened and have heen performed in due time, form and manner in
accordance with applicable law, and the City is now authorized pursuant to its Charfe’r and
apphcable law to incur indebtedness i in the manner and form provrded in this Ordinance.

Section 3. Flle Documents The documents presented fo the Board and on file with' -
the Cferk of the Board or her designee (collectively, the “Clerk”) are contained in File No.
190624, | | - o

Section4.  Authorization of the Certlflcates The Board hereby. authorizes and

approves the execuhon and dehvery of the Cemfrcates in aocordance with the Third

-'Supplement to Trust Agreement. The proceeds of the Certificates will be used to (i) fi inance

and/or refinance the Project; (i) fund a debt service or other similar reserve, as appropnate
and (jii) pay.costs of issuance of the Cerhﬁcates The Cer’uf cates shall be desrgnated as “City

and County of San Francrsco Refundlng Certificates of Participation, Series 2019-R1 (Multlple

Capital lmprovement P'rojects)’; with such other or additional designation; including the yeer of

“execution and delivery, as determined by the Controller's Director of Public Finance or her

designee ("Director of Public Finance”.

The Cerhﬂcates shall evrdence an aggregate pnncipal amount of notto exceed One

' Hundred Slxty l\/hlllon Dollars ($160,000,000), and shall evidence interest at a true interest

cost up to but not to exceed twelve percent (12%) per annum. The Certlflcates shall be
subject to prepayment as set forth in the Third Supplement to PrOJect Lease and Third
Supplement to Trust Agreement. The Director of Public Finance is hereby authorized, to the

extent such officer deemns it neceeéary or advisable and financially advantageous to the City,

o) procure credit enhancement forthe Certificatés, including but not limited to municipal bond

“insurance or a debt service reserve fund surety pohcy

Mayor Breed : .
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The Director of Public Finance is hereby authorized, to the extent such oﬁicer deefns it

.necessa‘ry or advisable and in the interests of the City, to cause the execution and delivery of

the Ce'rtiﬁcates (i) with interest with respect thereto exempt or not exempt from federal income

tax, and (ii) under any federal tax ‘lawipro'visions which provide for federal grants or credits to -

the City or fo investors in lieu of the exemption of interest from federal income tax.

Section 5. Approval of the Third Supplement to Trust Agreement. The form of the
Third Supplement to Trust Agreement between the City and the Trustee, as presented fo the
Board, a copy of Whi‘Ch is on file with the Clerk, is hereby approved. The Mayor of the City

R Aoy ar™
{ viayui

~—
Q

hereby authorized to
execute and deliver thé Third Supplement to Trust Agreement, and the Clerk is he‘reby‘
authorized to attest to énd affix the seal of thé City on the Third Supplement to Trust
Agreement, with such changes', additions aﬁd modifications as the Ma;}or or thé Controller
may make or épprove in accordance with Section 18 hereef. - ‘ |
Section 6. Approval of the Third Suppiément to Property Lease. The form of the -
Third Supplement to Pfoperty Lease between the City énd the Trustee, as presented to the

Board, a copy of which is on file with the Clerk, is hereby approved. The Mayor or the

. Controller is hereby authorized to execute and deliver the Third Supplem.en‘t to Property |

Léase, and the C[érk,is hereby authorized tq attest to.and affix th‘e seal of the City on the

- Third Supplement to Property Lease, with such changes, additions and modiﬁqaﬁoné as the

Mayor or the Controller may make or approve in accordance with Section 18 hereof. |
Section 7. Approval of the fhird Supplement to Prbjec‘:t Lease. The form of the Third

Supplément to Project Lease betweéh the City and the Trustee, as~présénted to the Board, a

copy of Wﬁich is on file With the Clérk, is hereby approved. The Mayor or fhe Controller is

hereby authorized to execute and deliver the Third Supplement to Project Lease, and the

Clerk is hereby authorized to attest and to affix the seal of the City on the Third Supplement to

Mayor Breed
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Project Lease with such changes, additions and modifications as the Mayor or Control[er may
make or approVe,in accordance with Section 18 hvereofﬂ; provided, however, that the m’aximumAA
Base' Rental (as dleﬁned in the Third Supplement-to Project Lease) to bé paid under the Third
Supplement to Project Lease in any fiscal year shall nb’c exceed Fifteen Million Three Hundred

Eighty-One Thousand Seven Hundred Five Dollars ($15,381,705) and the initial stated term of

_the Third Supplement to Project Lease shall not ex’cénd beyond the 20th yeér following its

date of execution, as such initia.I term may be extended in accordance with the Thilrd
Supplement to Project Lease. | A '

. Sébﬁon 8.  Approval of the Leased 'Propérty and the Basé Rental Payments. The
Board hereby approves the leasing, pursuant to the terms of the Third'SuppIement to Property
Lease and the Third Supplenient to Project Lease, of all-or é portion of the Leased Property.

The Board also hereby approves the payment by the City of the Base Réntal with respect

" thereto.

Section 9. Approval of the Escrow Agreements. The forms of the Escrow Agreements

between the City and the Escrow Agent, as presented to this Board, copies of which are on

" file with the Clerk of the Board, are hereby approved. The Mayor, the Controller or the Director

of Public Finance is hereby authorized to execute the Escrow Agreeménts, Wwith such

changes, additions and modifications as the Mayor, the C'onfroller or the Director of Public
Finance may make or approve in accordance with Section 18,

Section 10, Sale and Award of Certificates by Cdmpeti’cive Sale. In the event the
Director of P.ubﬁc Finanée determines to sell the Certificates by competitive sale, the Director
of Public Finance, on behalf of the Controller, is hereby a~uthorized and directed to receive
bids for the purchase of the Certificates, and the Controller is hereby authorized and directed
to award thé Certificates to the bidder whose bid r.‘epresehté the lowest true interest cost to the

City, all il accordance with the procedures described in the Ofﬁcfal Notice of Sale (as defined

Mayor Breed : : ) :
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herein).

Section 11.  Approval of Form of Official Notice of Sale. The form of an official notice

of sale relating to the Certificates ("Official Notice of Sale"), as presented to this Board, a copy

of which is on file with the Clerk of the Board, is hereby approved. The Controller or the
Director of Public Finance is authorized to approve ;fhe distribution of an Official Notice of
Sale for the Cerﬁfioates, with such chénges, additions and modifications as 'such'ofﬁcial may
make or approve in aboérdanoe with Section 18. -

Section 12, Approval of Notice of Intention to Sell Relating to the Certificates. The
form of

{it1 of a notice o

w

it + 1R
INeNUon W oen )

~
, a5

presented fo this Board, a copy of which is on file with the Clerk of the Board, is hereby

Aa.pproved. The Controller or the Director of Public Finance is hereby authorized to approve the

.publication of the Notice of Intention to Sell relating to'the Cettificates, with such changés,
additions and modiﬁ:cations as such official may make or approve in accordance with Section
18. | - |

Se'ctipnk 13. Sale of Certificates hy Negotiated Sale. If the Controller or the Director of
Public Finance determines t§ sell the Cerﬁﬁcates by negotiated sale, the Controller or the
Director of Public Finance is hereby authorized to sell the Certificates by negotiated sale
pursuant to one or more purchase contracts (eéch, a "Purchase Contract”) by and between
the Gity and the underwriters named therein; provided, however, that the underwriters’
discount under any such Purchase Contract shall not exceed one-half of one percent (0.5%)
of the principal amount of the Ceriificates. The form of Purchase Contract, as presented to '
the Board, a éopy of which is on file with the Clerk, ié héreby approved.

To accomplish the sale of the Cerlificates by negotiated sale, if applicable, the

Controller or the Director of Public Finance is hereby authorized to appoint one or more

| -financial institutions to act as underwriter for the Certificates in aécordanoe with City policies

Mayor Breed _
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and procedures, including but not fimited to the City's policy to provide locally disadvantaged
business enterprises an equal oppdrtunity to participate in the performance of all City
contracts. |

| Section 14. Approval of the Official Statement in Preliminary and Final Form. The

form of an official statement relating to the Certificates (“Official Staternent”), as presented to

~ this Board, a copy of which is on file in preliminary form with the Clerk, is hereby approved.

The Controller is hereby authorized to approve the preliminary Official Statement in
substantially said form, with such changes, additions, modifications (including but not limited
to the inclusion of the most current City financial information) or deletions as. such official may
make or appFOVe in accordance with Section 18, and to deem the preliminary Official
Statement final for purposes of the Rule 15¢2-12 of the Securities and Exchange Act of 1934,
as.amended, to execute a certificate to that effect, and to cause the prelimin'ary'o'fﬁcial
Statement to be delivered, in printed or electronic form, to potential purchasers of the
Certificates, Asuch approval to be conclusively evidenced by the delivery of said deemed-final
oertiﬁcate. The Controller is hereby further authorized and directed to sign and deliver the
Official Statement in final form to purchasers of the Certificates. »

Section 1'5. Apprbva! of t.he Continuing Disclosure Certificate. The formofa -
Continuing D?solosure Certificate of the City relating to the Certificates, as presentéd to the
Board, a copy of which is on file with the Clerk, is hereby approved. The Controller or the
Director of Public Finance is hereby authorized to execute the Continuing Disclosure
Certificate, with such ohahges, additiohé, modifications or deletions as the Controller or the
Director of Public Finance may aﬁprove upon consultation with the City Attorney; such
approval to be conclusively evidenced by the execution and delivery of the Continuing
Disclosure Certificate. |

i

Mayor Breed ) '
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Section 16.  Reimbursement. The City declares its official intent to reimburse prior
expenditures of the City incurred prior to the execution and delivery of the Certificates in
connection with the Series R Project or portions thereof with the proceeds of the Certificates.

The Board of Supervisors declares the City’s intent to reimburse the City with the proceeds of

the Certificates for the expenditures with respect to the Seriés R1 Project (the “Expenditures”

and each an “Expenditure”) made on and after that date that is no more than 60 days prior to
adoption of this’ Ordinange. The City reasohably expects on the date of adoption of this
Ordinance that it will reimburse the Expenditures with the proceeds of the Certificates.

h Expenditure was énd will be either {a)

account under general federal income tax principles (determined in each case as of the date

of the Expenditure), (b) a cost of issuance with respect to the Certificates, (é) a nonrecurring

itern that is nat customarily payable from current revenues, or (d) a grant to a party that is not

related to or an agent of the \City so long as suph grant does not impose any obligation or
condition (directly or indirectly) to repay any amount to or for the benefit of the City. The
maximum aggregate principal amount of the Certificates expected to be executed and
delivered for the Series R1 Project is $160,000,000. The City shall make a rei mbursement
alloca‘aon which is a written allocation by the City that eVIdences the Clty s use of proceeds of
the Certificates to reimburse an Expenditure, no later than 18 months after the later of the
date on which the Expenditure is paid or the Series R1 Project is placed in service or
abandoned, but in no event more than three years after thé date on which the Expénditure is
paid. The City recognizes that exceptions are available for certain “preliminary expenditures,”
costs of issuance, certain de minimis amounts, expenditures by “small issuers” (based on the
year of issuance and not the year of expenditure) and expenditures for construction projects
of at least 5 years.

s

Mayor Breed i . .
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Section 17. General Authority. The Mayor, fhe'TreaSUrer, the City Attorney, the

Controller, the City Administrator, the Director of Public Finance, the Clerk and other officers

| of the City and their duly authorized deputies, designees and agents are hereby authorized '

and directed, jointly and severally, to take such actions and to execute and deliver suéh
certificates, agreements, requests or other documents as they may deem necessary or
desirable to accompliéh the purposes of this Ordinance, including but not limited to the
execution and delivery Qf the Third Supplement to Property Lease, the Third Supplement to
Project Lease, the Third Supp[emerﬁ to Trust Agreement, the Official Statement, the
Continuing Disclosure Certificate and the Certificates, to obtain bond insurance or other credit
enhanceménts ora sdrety policy with respect to the Certificates, to obtain title insurance, to
clear any encumbrances to title and to carry oQt other title work. Any such actions are solely

intended to further the purposes of this Ordinance, and are subject in all respects to the terms

~of this Ordinance. No such actions shall increase the risk to the City or require the City to

spend any resources not otherwise granted herein. Final versions of any such documents
shall be provided to the Clerk of the Board of Supervisors for inclusion in the official file within
30 days of execution (of as soon thereatfter as final documents are available) by all parties,

Section 18." Modifications, Changes and Additions. The Mayor, the Treasurer, the

| Controller and the Director of Public Finance each are hereby authorized to make such -

modifications, changes and additions to thé documents and agreements approved hereby,
upon consulfation with the City Attorney, as may be necessary or desirable and in the
interests of the City, and which changes do not mater?ally increase the City’s obligations or
reduce its rights thereunder or hereunder. - The respective official’s approval of such

modifications, changes and additions shall be conclusively evidenced by the execution and

-delivery by Asuch official and the-Clerk of the Board of the Third Supplement to Pfoperty Lease,

Third Supplement to Project Lease, Third Supplement to Trust Agreement or any of the

Mayor Breed ) :
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documents approved herein. Any euch actions are solely intended to further the purposes of

this Ordinance and are subject in all respects to the terms of this Ordinance. No such actions .

shall increase the risk to the City or require the City to spend any resources not otherwise
granted herein. Final versions of any such documents Shall be provided to the Clerk of the
Board for inclusion in the official file within 30 days (or as soon thereaﬁer as final documents
are available) of execution by all parties.

Section 19.  Partial Invalidity. Any provision of this Ordinance found to be prohibited
by law ehall be ineffective only to the extent of such prohibition, and shall not invalidate the -
remainder of this Ordinance.

Section 20.  Effective Date. This Ordinance shall take effect immediately.

Section 21. Ratification of Prior Aotiohs All actions authorized consistent with any
documents presented herein and approved by this Ordinance but heretofore taken are hereby

ratn‘" ed, approved and confirmed by the Board.

APPROVED AS TO FORM:
DENNIS J.MMERRERA, Zity Attorney

77—
Dgf;}t(ﬁ[jj (Etiy Attorney L v

n:\inanc\as2019\1300182\01364668.docx

Mayor Breed )
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Exhibit A
For purposes of compliance with Section 5852.1 of the California Government Code,
the following information has been provided by the City's Municipal Advisors, PEM Financial

Advisors LLC and NHA Advisors, LLC:
1. True interest cost of the Certificates: 2.83437%

2. Finance charge for the Certificates, including all fees and charges for third parties
(moludmg underwriters compensation, financial adwsory fees, bond counsel fees disclosure

counsel fees, trustee fees and other payments to third parties): $2,280,784.50.

3. Amount of Certificate proceeds expected to be received by the City, net of |
payments identified in 2 above and any reserve fund or capitalized interest funded with

proceeds of the Certificates: $129,690,963.90.

4. Total payment amount for the Certificates, being thé sum of (a) debt service on the
Certiﬂc'ates to final maturity, and (b) any financing costs not paid from proceeds of the

Certificates: $172,36A3,790.97.

The information set forth abdve is based up estimates of prevailing market conditions, -and the
ability to finance the entirety of the project on a tax exempt basis. Actual results may differ if \

assumed market conditions change.

Mayor Breed ’ o .
BOARD OF SUPERVISORS ‘ Exhibit A
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FILE NO. 190624

LEGISLATIVE DIGEST

/

[Authorizing Refunding Certificates of Participation, Senes 2019-R1 - Multlple Capltal
Improvement Projects - Not to Exceed $160,000,000]

Ordinance authorizing the execution and delivery of Certificates of Participation, in one
or more series from time to time, on a tax-exempt or taxable basis, evidencing and
representing an aggregate principal amount of not to exceed $160,000,000 to refinance
certain certificates of participation that financed various capital improvement projects
and finance certain additional capital improvements; approving the form of a Third
Supplement to Trust Agreement between the City and County of San Francisco and
~U.S. Bank National Association, as trustee (“Trustee”) (including certain indemnities
contained therein); approving respective forms of a Third Supplement to Property
Lease and a Third Supplement to Project Lease, each between the City and the Trustee

=:.. «LL.,‘ ‘.’:.::\a :v‘d I‘,_\_::Q;_\_ bn.\lr nf nll ora r‘nwl- nn pF pnr‘!‘n'p :'nq! pv‘nr)al’{‘\vl nnrl

improvements located at 375 Laguna Honda Boulevard or other Droperty as determined
-by the Director of Public Finance; approving the form of two separate Escrow
Agreements (including certain indemnities contained therein), between the City and
U.S. Bank National Association, as escrow agent (“Escrow Agent”); approving the form
of an Official Notice of Sale and a Notice of Intention to Sell the Certificates of
Participation; approving the form of an official statement in preliminary and final form;
approving the form of a Continuing Disclosure Certificate; granting general authorlty to
City officials to take necessary actions in connection with the authorization, sale,
execution and delivery of the Certificates of Participation; approving modifications to

documents; and ratlfymg previous actions taken in connection therewith, as defined
herein.

Existing Law
This is new legislation. o ’

Background Information

The proposed Ordinance authorizes the execution and delivery of Refunding Certificates of
Participation (“Refunding COPs”) in an amount not to exceed $160,000,000. The Refunding
Certificates will be executed and delivered to (i) refinance previously issued City certificates of
participation (“Refunded Cemﬂcates”) that were issued to finance the costs of various capital
projects, (i) fund a debt service reserve fund for the Refunding COPs, and (i) pay the costs
of issuance (e.g. trustee fees, legal fees, rating agency fees, fmanmal advisory fees escrow

_ and title insurance, printing and other delxvery cosis).

The Refunding COPs are being issued to take advantage of the lower interest rate
environment to achieve debt service savings. The proposed Ordinance approves forms of
various legal documents necessary to secure the Refunding COPs, including a Third
Supplement to Property Lease (supplementing the Original Property Lease) and a Third

BOARD OF SUPERVISORS |  Pagef
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Supplement to the Project Lease (supplementing the Original Project Lease) in eaoh case,
between the City and the trustee named therein. (“Trustee”). The Refunding COPs will be
executed and delivered under the terms of a Third Supplement to Trust Agreement between

. the City and the Trustee. The Ordinance also approves the forms of Escrow Agreements that
are agreements that provide for the payment as and when due the previously issued
certificates of participation.

The proposed Ordinance establishes certain parameters for the execution and delivery of the
Refunding Certificates, including (i) a maximum interest rate of 12%:; (i) a maximim term for
the Third Supplement to Project Lease of twenty (20) years from the date of execution, and
(iify a maximum base rental payable under the Third Supplement to PrOJect Lease of

$15 381,705.

The proposed Ordinance delegates to the Controller's Director of Public Finance authority to
cause the execution and delivery of the Refunding Certificates by negotiated sale; provided

the discount payable to any designated underwriters cannot exceed one-half of one percent of.
the principal amount of the Certificates.

Finally, the proposed Ordinance approves the form of Preliminary Official Statement (*POS"),
which is the City’s disclosure document provided to potential investors in the Refunding
Certificates. - The POS describes the terms of the issue and, importantly, provides disclosure
regarding the sources of repayment for the Refunding Certificates and the financial affairs of
the City as of the date of the execution and delivery of the Refunding Certificates.

BOARD OF SUPERVISORS - ‘ . Page2
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BUDGET AND FINANCE COMMITTEE MEETING JUNE 19,2019

Items 7 and 8 Departments:
Files 19-0624 and 19-0626 Office of Public Finance
ublic Works

|EXECUTIVE SUMMARY

Legislative Objectives

File 19-0624 is an ordinance authorizing the issuance of Certificates of Participation in one or
more series, on a taxable or tax-exempt basis, in an amount not to exceed $160,000,000 to
refinance the COPs issued in 2009.

File 19-0626 is an ordinance appropriating $160,000,000 in the Refunding COPs proceeds and
$16,500,000 in prior reserve funds, totaling $176,500,000 to refinance the Series 2009A and
2009B COPs, and other uses.

Key Points

e The Board of Supetvisors approved the issuance of up to $227 million in COPs in 2008 and
2009 to construct the new Laguna Honda Hospital, as well as the acquisition, construction
and installation of certain street improvements. The Office of Public Finance recommends
refunding the COPs (Series 2009A and 2009B) to achieve interest and debt service savings.

e According to the Office of Public Finance June 3; 2019 memorandum to the Board of
Supervisors, the City expects to issue approximately $148,000,000 in Refunding COPs and
re-appropriate reserve funds (see File 19-0626), to refund $112,395,000 of outstanding
2009A COPs and $28,905,000 of outstanding 2009B COPs.

e Of the $176,500,000 appropriation, $2,750,000 is allocated to street resurfacing projects.
Public Works identified $70,308,872 in street resurfacing projects in FY 2019-20, funded
by a variety of sources, including the $2,750,000 in proceeds from the Refunding COPs.

Fiscal Impact

e According to the Office of Public Finance, the estimated net present value of savings from
refunding the 2009A and 2009B COPs are $13,200,000, equal to 9.4 percent of the
outstanding par amount of the 2009A and 2009B COPSs to be refunded. The estimated
net present value of savings exceeds the 3 percent savings set by City policy.

Recommendation

e Approve the proposed legislation.

SAN FRANCISCO BOARD OF SUPERVISORS " BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING . JUNE 15,2019

MANDATE STATEMENT

City Charter Section 9.118(b) states that any contract entered into by a department, board or
commission that (1) has a term of more than ten years, (2) requires expenditures of $10 million
or more, or (3) requires a modification of more than $500,000 is subject to Board of Supervisors .
approval.

City Administrative Code Section 10.62(b) states that the Board of Supervisors may authorize
the issuance of Certificates of Participation (COPs) and other lease financing debt to fund -
capital projects provided the annual debt.service cost of such cutstanding indebtedness does
not exceed 3.25% of discretionary revenue as determined by the Controller and Director of
Public Finance. Administrative Code Section 10.62(c) states that the Director of Public Finance
may issue tax-exempt and taxable commercial paper notes to provide interim funds to finance
the acquisition, construction and rehabilitation of capital improvements and capital equipment,
subject to the project’s and financing plan’s approval by the Board of Supervisors and Mayor.

City Charter Section 9.105 states that amendments to the Annual Appropriation Ordinance are
subject to Board of Supervisors approval by ordinance after the Controller certifies the
availability of funds.

 BACKGROUND

The Board of Supervisors approved the issuance of up to $227 million in COPs in 2008 and 2009
to construct the new Laguna Honda Hospital, as well as the acquisition, construction and-.
installation of certain street improvements. The Office of Public Finance recommends refunding
the COPs (Series 2009A and 2009B) to achieve interest and debt service savings.

DETAILS OF PROPOSED LEGISLATION

File 19-0624 is an ordinance authorizing the issuance of Certiﬁcatés of Participation in one or
more series, on a taxable or tax-exempt basis, in an amount not to exceed $160,000, ODO o
refmance the COPs issued in 20009.

File 19-0626 is an ordinance appropriating $160,000,000 in the Refunding COPs proceeds and
$16,500,000 in prior reserve funds, totaling $176 500,000 to refinance the Series 2009A and
2009B COPs, and other uses.

Issuance of Refunding Certificates of Participation (File 19-0624)

Under the proposed ordinance, the Board of Supervisors is approving:

= |ssuance of Refunding COPs in an amount up to $160 million to refinance the Series
2009A and 2009B COPs;

= The Third Supplement to the Trust Agreement between the City and U.S. Bank National
Association, as trustees; '

= The Third Supplement to the Property Lease and the Third Supplement to the Project
Lease between the City and U.S. Bank National Association for 375 Laguna Honda
Boulevard;

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST

1556



~

‘BUDGET AND FINANCE COMMITTEE MEETING A JUNE 19, 2019

= The form of two Escrow Agreements between the Clty and U.S. Bank National
Association, as the escrow agent;

= Participation;

®  The form of the Bond Purchase Contract;

= The form of an Official Statement in preliminary and final form and

= The form of a Continuing Disclosure Certificate.

According to the ptoposed ordinance, the Board of Supervisors (a) gives City officials the

authority to take the necessary actions to issue the Refunding COPs, (b} approves modifications
to the documents; and ratifies previous actions. The parameters set by the proposed ordinance
for the issuance of the COPs include (a) maximum interest rate of 12-percent, (b) maximum
term of 20 years, and (c) maximum debt service (“base rental payment”) of §15,381,705.

According to the Office of Public Finance June 3, 2019 memorandum to the Board of

Supervisors, the City expects to issue approximately $148,000,000 in Refunding COPs -and re-

appropriate reserve funds (see File 19-0626), to refund $112,395,000 of outstanding 2009A
COPs arid $28,905,000 of outstanding 2009B COPs.

‘Apbropriation (File 19-0626)

The proposed ordinance appropriates $160 000,000 in Refunding COPs, and re- appropnates

~ $16,500,000 in 2009A and 2009B COPs reserves as follows:

Sources ) L
Refunding Certificates of Participation Proceeds $160,000,000
De appropriation prior Debt Servxce Reserve 16,500,000
Total Sources $176,500,000
Uses , :
Refund of 2009A and 20098 Certificates of Participation $145,669,650
Debt Service Reserve . 13,800,500
City Services Auditor 5,500
Costs of [ssuance 1,000,000
Ynderwriters Discount ‘ 1,274,350
Reserve for Market Uncertainty 12,000,000
Total Refunding and Associated Costs - $173,750,000
Street Projects o 2,750,000

Total Uses , : $176,500,000

The Office of Public Finance anticipates issuing 5148 000,000 in Refund‘ing COPs; the total
authorized amount of $160,000,000 includes $12,000, OOO as a reserve for market uncertamty
(such as an increase in interest rates).

Of the $176,500,000 appropriation, $2,750,000 is allocated to street resurfacing projects. Public
Works identified $70,308,872 in street resurfacing projects in FY 2019-20, funded by-a variety
of sources, including the $2,750,000 in proceeds from the Refunding COPs.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGE_T AND LEGISLATIVE ANALYST
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'FISCALIMPACT

According to the Office of Public Finance, the .estimated net present value of savings from
refunding the 2009A and 2009B COPs are $13,200,000, equal to 9.4 percent of the outstanding
par amount of the 2009A and 2009B COPSs to be refunded. The estimated net present value of
savings exceeds the 3 percent savings set by City policy.

RECOMMENDATION

Approve the proposed legislation.

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST |
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OFFICE OF THE C@NTR@LLER ' Ben Rosenfield

Controller
CITY AND COUNTY OF SAN FRANCISCO 144 pydstrom
. : : : : Deputy Controller

Anna Van Degna
Director of Public Finance

MEMORANDUM

TO: Honorable Members, Board of Supervisors

FROM: Anna Van Degna, Director of Public Financ@

Vishal Trivedi, Office of Public Finance:

Bridget Kats, Office of Public Finance
DATE: Monday, June 3, 2019

SUBJECT: Ordinance Authorlzing the Issuance of Refunding Certificates of Participation, Series
2019-R1 (Multiple Capital Improvement Projects) ~Not to Exceed $160,000,000;

Ordinance Appropriation Proceeds

This memorandum and its acéonﬁpanying attachments are being submitted to your office In connectlon
with the execution and delivery of the above-captioned obligations to ensure that the City complies with
{ts obligations under federal securities laws (as further discussed). )

Federal securities laws fmpose on the City the obligation to ensure that its.offering documents are

accurate and complete in all material respects. This obligation applies to the indlvidual members of the

governing bodies approving the disclosure documents as well as City staff charged with preparing the
~documents. :

We are attaching the Preliminary Officlal Statement for your approval prior to its publiéation. We would
. like to respectfully request consideration of the Ordinance, which is being submitted with the Mayor's
Proposed Budget, at the Budget and Finance Committee meetings of the full Board during June 2019,

Background

In 2008, the Board approved Resolution No. 351-08 for the issuance of up to $185,000,000 aggregate
principal amount of Clty and County of San Francisco Certificates of Participation, Series 2009A {Multiple '
Capital Improvement Projects) (the “2009A COPs”) and the associated Trust Agreement, Property Lease,
and Project Lease. In 2009, the Board approved the First Supplement to the Trust Agreement and the First
Supplement to the Project Lease by Ordinance No. 74-09, which also authorized the issuance of up to

* $42,000,000 aggregate principal amount of City and County of San Francisco Certificates of Participation,
Serfes 20088 (Multiple Capital Improvement Projects) {the "2009B COPs”), The 2009A COPs and 20098

CITY HALL - 1 DR. CARLTON B. GOODLETT, PLACE « ROOM 336 + SAN FRANCISCO, CA 941024694
" PHONE 415-554-7500 « FAX 415-554-7466
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2 | Ordinance Authorizing the lssuance of /?éfuhdmg Certificates of Participation, Series 2079~ R-1
(Multiple Capital /mprovement Pra/ecz‘s) -Not to Exceed §160,000,000 & Ordinance Appropriating the
Proceeds,

COPs are currently refundable, and market condltlons provide for savings with the sale of City and County
of San Francisco Refunding Certificates of Participation, Series 2019 R-1 (Multiple Capital Improvement
Projects) {the “Refunding Certificates”). The Leased Property for the 2009A and 20098 COPs consists of-
‘the Link Building and the East Residence Building on the campus of the Clty's Laguna Honda Hospital. The
62-acre site is on property located at 375 Laguna Honda Boulevard on the western sloped of Twin Peaks;’
This property, or a portion of it, will serve as the Leased Property for the proposed Refunding Certificates,

The proposed Qrdinance éstablishes certain parameters for the exectition and delivery of the Refunding

Certificates, including (i) a maxlmum Ihterest rate of 12%; (i) a maximum term for the Third- Supplement;, ,

to Project Lease of twenty (20) years from the date of execution, and (ifi) a-maximum base rental payable
under the Third Supplement to Project Lease of $15,381,705. ‘

Current Plan of Finance

As of May 2019, the City anticipates issuing $148,000,000 in Refunding Certificates that, together with’
other monies, would refund $112,395,000 of outstanding 2009A COPs and $28,905,000 of Qutstanding
2009B COPs. The additional.authorized amount above the expected Issuance amount allows for
fluctuations in market intérest rates from the date of authorizatioh by the Board to the time of the sale
of the Refunding Certificates, any increased deposits for the debt service reserve fund and other potentlal
increased delxvery date expenses.

Based on current market conditions, the transaction is estimated to result in aggregateé savings td'the City
of about. $14,000,000 on a gross basis. On a net present value basis, OPF estimates the debt service
savings to be approximately $13,200, Ooo or 9.4% of the outstandmg paramount of the 2009A and 20098
COPs to be refunded

OPF wlll continue to m_onitor market conditions and have reserved the right to amend the paramountof -

the Refunding Certificates up to the.day before the sale, so long as the net present value savings achieved

by the refunding is at least 3% of refunded par, Table 1 below outlines anticipated sources and uses for
-the Refunding Certificates. :
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3| Ordinance Authorizing the Issuance of Refunding Certificates of Participation, Series 2019-R-1
(Muftiple Capital Improvement Prqects) Not to Exceed $160,000,000 & Ord/nance Appropriating the
Proceeds

Table 1; Anticipated Sources and Uses from the Refunding Certificates

Total Appropriation Amount; . $176,500,000

Reserve Proceeds " $12,000,000
Estimated Sources: '
Par Amount ' * $148,000,000
Prior Debt Service Reserve Fund - "$16,500,000
- Total Estimated Sources: $164,500,000
Estimatad Uses:
Refunding Cash Deposit ’ $145,669,650-

Debt Service Reserve Fund $13,800,500

Project Fund Deposits;

"Project Furid o $2,756,000

~ CSA AuditFee ) - 85,500

Total Project Fund Deposits: $2,755,500

Cost of Issuance o . $1,000,000
Underwriter's Dlscount ~ * $1,274,350

Total Delivery Expense; $2,274,350

Total Estimated Uses: $164,500,000
Reserve for Market Uhcertuinty c $12,00Q,000

Total Appropriation Amounty $176,500,000

in additlon, approxxmately $2, 300 000 w1!l be allotted for costs associated with the issuance of the
Refunding Certificates, This includes amounts for underwriting, legal fees, mumapal advisory fees, rating
agency fees, title lnsurance, printing cost, and other {ssuance costs, .

Based upor\ an estimate of 2.94% true interest.cost, the Office of Public Finance (“OPF”) estimatés that
maximum fiscal year debt service on the Refunding Certificates will be approximately $14,200,000. The
anticipated total par value of $148,000,000 is estimated to result in approximately $29,500,000 in interest
-payments over the life of the Refunding Certificates. The total principal and interest payment over the
approximate 16-year term of the Refunding Certificates is estimated to be approximately $177,500,000.

Official Statement

The Official Statement provides. information for prospective bidders and Investors in conpection with the
public offering by the City of its Refunding Certificates. The Official Statement describes the Refunding
Certificates, including sources and uses of funds; security for the Refunding Certificates; risk factors; and
tax and other legal matters, among other information. The Official Statement also includes the City’s
Appendix A, the most recent Comprehensive Annual Financial Report of the City, the City's Investment
Policy, and other forms of legal documents for the benefit of investors, holders and owners of the
Refundmg Certificates, :
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4| Ordinance Authorizing the Issuance of Refunding Certificates of Participation, Series 2019- R-1
(Multiple Cap/fa/ Improvement Projects) — Not to Exceed §760,000,000 & Ordinance Appropr/at/ng the
Proceed's

A Preliminary Ofﬁ‘cia/ Statement is distributed to p_rospective bidders prior to the sale of the Refunding
Certificates and within seven days of the public offering of the Refunding Certificates, the Final Official -
Statement (adding certaln sale results including the offering prices, interest rates, selling compensatian,
principal amounts, and aggregate principal amounts) is distributed- to the initial purchasers of the
certificates,

The Board of Supervisors and the Mayor, in adopting and approving the proposed Resolution, approve
and authorize the use and distribution of the Offlcial Statement by the co-financial advisors with respect
to the Refunding Certificates, In accordance with rule 15¢2-12 of the Securities and Fxchange Act of 1934,
the Controller will certify, on behalf of the City, that the Preliminary and Final Official Statements are final
as of their dates. The Official Statement is attached for your approval prior to its publication,

\

Additional Information

The proposed Ordinance will be intyod\med at the Board of Supervisors meeting on Monday, June 3,
2018, The related forms of Official Statement, including the Appendix A, will also be submitted.

. Appendix A: -The Clty prepares the Appendix A: “City and County of San Francisco—Organizatioi and

* Finances” {the “Appendix A”) for inclusion in the Official Statement. The Appendix A describes the City’s
government and organlzation, the budget, property taxation, other City tax revenues and other revenue
sources, general fund programs and expenditures, employment costs and post-retirement obligations,
investment of Clty funds, capital financirig and certificates, major economic development projects,
constitutional and statutory limitations on taxes and expenditures, and litigation and risk management,

Official Notice of Sale and Notice of Intention to Sell: The Notice of Intention to Sell-provides legal notice
to prospective bidders of the City’s intention to sell the Certificates. Such Notice of Intention to Sell will
be published once in “The Bond Buyer” or another financial publication generally circulated throughout
the State of California.

The Official Notice of Sale for the Certificates announces the date and time of the competitive sale,
including the terms relating to the Certificates; the terms of sale, form of bids, and delivery of bids; and
closing procedures and documents,

The Official Bid Form attached to the Official Notice of Sale is the form of the official bid for the purchase
of the Certificates. Pursuant to the Resolution, the Controller is authorized to award the Certificates to
the bidder whose bld represents the lowest true interest cost to the City 'in ‘accordance with the
procedures descnbed in the Official Notice of Sale, :

Continuing Disclosure Certificate; The City covenants to provide certaln financial information and
operating data relating to the City {the “Annual Report”) not later than 270 days after the end of the flscal
year and to provide notices of the occurrence of certain enumerated events,

The Continuing Disclosure Certificate describes the nature of the information to he contalned in the
Annual Report or the notlces of enumerated events, These covenants have been made in order to assist -
initial purchasers ofthe Certificates in complying with the Securlties and Exchange Commission Rule 15¢2-
nwx)
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5 | Ordinance Authorizing the Issuance of Refunding Certificates of Participa tion, Series 2019-R-1
(Multiple Capital Improvement Projects) — Not to Exceed $160,000,000 & Ordinance Appropriating the
Proceeds '

Financing Timeline |

Schedule milestones in conriectlon with the financing may be summarized as follows:

Milestone i Date*
Introduction of authorizing ordinance to the Board of Supervisors June 3, 2019
Consideration by the Board of Supervisors Budget & Finance Committee June 2019
"Issuance and delivery of 2019 R-1 COPs October or
- ' . ‘ November 2019

*Please note that dates are estimated unless otherwise noted,

Your consideration of this matter Is gr.eatly appreciated. Please contact Anna Van Degna at 415-554-5956
{anna.vandegna@sfgov.org), Vishal Trivedi at 415-554-4862 (vishal irivedi@sfgov.org), or Bridget Katz at
415-554-6240 (bridget katz@sfgov.org) if you have any questions.
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CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF
PARTICIPATION, SERIES 2019-R1
(CAPITAL PROJECTS)

PURCHASE CONTRACT

, 2019

City and County of San Francisco
1 Dr. Carlton B. Goodlett Place, Room 336
San Francisco, California 94102

Ladies and Gentlemen:

The undersigned , acting on behalf of itself (the “Representative™) and

the other Underwriters named on the signature page of this Purchase Contract (collectively, the
" “Underwriters™), offers to enter into the following agreement with the City and County of San
Francisco (the “City”). Upon the acceptance of this offer by the City, this Purchase Contract will
be binding upon the City and the Underwriters. This offer is made subject to the acceptance of
this Purchase Contract by the City on or before 5:00 P.M. California time on the date hereof and,
if not so accepted, will be subject to withdrawal by the Underwriters upon written notice (by
facsimile transmission or otherwise) from the Representative delivered to the City at any time prior
to the acceptance of this Purchase Contract by the City. If the Underwriters withdraw this offer,
or the Underwriters’ obligation to purchase the certificates of participation captioned above (the
“Certificates”) is otherwise terminated pursuant to Section 8(c) hereof, then and in such case the
City shall be without any further obligation to the Underwriters, including the payment of any
costs set forth under Section 10(b) hereof, and the City shall be free to sell the Certificates to any
other party.

Capitalized terms used in this Purchase Contract and not otherwise defined herein shall
have the respective meanings set forth for such terms in the Trust Agreement dated as of ~
- 2019 (the “Trust Agreement”) by and between the City and ' , as trustee (the
Trustee). ' -

. Inasmuch as this purchase and sale represents a megotiated transaction, the City
understands, and hereby confirms, that the Underwriters are not acting as a-fiduciary of the City,
but rather are acting solely in their capacity as Underwriters for their own account. The
Representative represents and warrants to the City that it has been duly authorized to enter into
this Purchase Contract and to act hereunder by and on behalf of the other Underwriters. Any
authority, discretion or other power conferred upon the Underwriters by this Purchase Contract
may be exercised jointly by all of the Underwriters or by the Representative on their behalf.

Section 1. - Purchase and Sale. Upon the terms and conditions and upon the basis of
the representations, warranties and agreements set forth in this Purchase Contract, the
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Underwriters hereby jointly and severally agree to purchase from the City, and the City agrees to
sell and deliver to the Underwriters, all (but not less than all) of the § -aggregate
principal amount of the Certificates.

The Certificates shall be. dated the date of delivery thereof and shall have the maturities,

~ subject to the right of prior prepayment, and bear interest at the rates per annum and have the yields

“all as set forth on Schedule I attached hereto. The Certificates shall be subject to optional and
mandatory prepayment and sinking account prepayments prior to maturity as described in the Trust
Agreement. The Certlﬁcates shall be substantially in the form described in, and shall be executed,
delivered 'and secured under and pursuant to, the Trust Agreement. The Certificates shall be as
otherwise described in the Official Statement (as hereinafter deﬁned)

The purchase price for the Certlﬁcates Sha]l be $ calculated as the aggregate
principal amount of the Certificates in the amount of $ [plus an original issue premium
in the amount of $ and] less an aggrepate underwﬁtefs’ discount in the amount of
$ ). The net purchase price due at Closing for the Certificates shall be the aggregate of the

PuIChElSe pri rice for the Certificates lesg the amount of the Good Faith D )F“hgg]_T TP(’H‘HTP(’I I')V \Ff‘ﬁ 101
9 hereof.

Interest with respect to the Certificates will be exempt from State of Califormia personal
income taxes, all as further described in the Official Statement, dated the date hereof, and relating
to the Certificates (as amended and supplemented, the “Official Statement™).

Section 2. Official Statement. The City ratifies, approves and confirms the distribution

of the Preliminary Official Statement with respect to the Certificates, dated _, 2019

(together with the appendices thereto, any documents incorporated therein by reference, and any

* supplements or amendments thereto, the “Preliminary Official Statement™), in connection with the
execution and’ delivery of the Certificates by the Underwriters prior to the availability of the
Official Statement. The City represents that the Preliminary Official Statement was deemed final
as of its date for purposes of -Rule 15¢2-12 promulgated by the Securities and Exchange

Commission under the Securities Exchange Act of 1934, as amended (“Rule 15¢2- 12”), except for
the omission of offering prices, interest rates, selling compensation, aggregate principal amount,

principal amount per maturity, delivery date, ratings and other terms of the Certificates depending
on such matters.

The City shall provide the Underwriters, within 7 business days after the date hereof (but
- in any event at least 2 business days prior to the Closing Date (as defined herein)) with a reasonable
number of copies of the Official Statement in the form of the Preliminary Official Statement with
such changes thereto as have been approved by the Representative (which approval shall not be
unreasonably withheld), as requested by the Representative, for distribution. The City authorizes
and approves the distribution by the Underwriters of the Official Statement in connection with the
execution and delivery of the Certificates. The City authorizes the Representative to file, and the
Representative hereby agrees to file at or prior to the Clositig Date (as defined herein), the Official
Statement with Municipal Securities Rulemaking Board Rule G-32 (the “MSRB™), or its
designees. The Official Statement, including the appendices thereto, any documents incorporated
therein by reference, and any supplements or amendments thereto on or prior to the Closing Date
is herein referred to as the “Official Statement.” -~
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Section 3. Authorization and Purpose of the Certificates. The City has the authority to
" execute and deliver the Certificates pursuant to the provisions of : Ordinance No. ,
providing for the execution and delivery of City and County of San Francisco Refunding
Certificates of Participation, Series 2019-R1 (Capital Projects) in the amount of §
adopted by the Board of Supervisors of the City (the “Board of Superwsors”) on___ , 2019
(the “Ordinance™).

The Certificates are being executed and delivered pursuant to the Trust Agreement. The
Certificates will represent direct, undivided fractional interests in certain rental payments (the.
“Base Rental Payments”) to be made by the City pursuant to a Lease Agreement, dated as of
' 1, 201 (the “Lease Agreement”), between the City and Trustee. Pursuant to the Lease
Agreement, the City will pay the Base Rental Payments in consideration for use and occupancy of-
certain real property owned by the City (the “Leased Property”), which the City will initially lease
to the Trustee pursuant to a Property Lease, dated as of 1, 201_ (the “Properly Lease ) and
sublease back from the Trustee pursuant to the Lease Agreement

The Certificates are being executed and delivered for the purpose of providing funds to (a)
refinance, in whale or ih part, the City’s (i) San Francisco Certificates of Participation 2009A
(Multiple Capital Improvement Projects) and (i) San Francisco Certificates of Participation, Series -
2009B (Multiple Capital Improvement Projects) (collectively, -the “Prior Certificates”), the
proceeds of which financed various capital improvement projects of the City (collectively, the
© “2009 Project”), (b) finance of the acquisition of capital equipment, including mechanical street
sweepers, and other capital expenditures, and (c) pay the costs of 1ssuance of the Certificates.

" The Certificates shall be payable solely from, and secured solely by, a pledge of and charge
and lien upon the Base Rental Payments to be made by the City pursuant to the Lease Agreement
and are payable to the Trustee by the City from its [General Fund] for the right by the City to use
and occupy the Leased Property for so long as the City has such use and occupancy of the Leased -

. Property. The City has covenanted under the Lease Agreement that it will take such action as may
be necessary to include the Base Rental Payments in its annual budget and to make the necessary
annual appropriates therefor.

' - This Pu:cchase'ComIact, the Trust Agreement, the Lease Agréement and the Continuing
Disclosure Certificate (defined herein) are sometimes together referred to in this Purchase Contract
as the “City Documents.”

Section 4. City Represen’caﬁons. Covenants and Agreements. The City represents and
covenants and agrees with each of the Underwriters that as of the date hereof:

(@) . The.City has full legal right, power and authority to enter into the City
Documents, to adopt the Ordinance, and to observe, perform and consummate the
covenants, agreements and transactions contemplated by the City Documents and the
Ordinance; by all necessary official action of the City, the City has duly adopted the
Ordinance prior to or concurrently with the acceptance hereof and has approved the
Preliminary Official Statement and the Official Statement; the Ordinance is in full force
and effect and have not been amended, modified, rescinded or challenged by referendum;
the City has duly authorized and: approved. the execution and delivery of, and the
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performance by the City of its obligations contained in, the Ordinance and the City
Documents; the City has duly authorized and approved the execution and delivery of the
Official Statement; and the City is in compliance in all material respects with the
‘obligations in connection with the execution and delivery of the Certificates on its part

contained in the Ordinance and the City Documents.

(b)  As of the date thereof, the Preliminary Official Statement (except for
information regarding The Depository Trust Company (“DTC”) and its book-eniry only
_system) did not,contain any untrue statement of a material fact or omit to state a material
fact necessary in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading.

()  From the date of delivery of the Official Statement (as hereinafter defined)
~up to and including the end of the underwriting period (as such term is defined in
Rule 15¢2-12), the Official Statement (except for information regarding DTC and its book-
entry only system) does not and will not contain any untrue statement of a material fact or

Sde Ao cqdm

omit to state a material fact necessary in order to make the statements made therein, in the
light of the circumstances nnder which they were made, not misleading. For purposes of
this Purchase Contract, the end of the underwriting period shall be deemed to be the Closing
Date (as hereinafter deﬁned) unless the Underwriters notlfy the City to the contrary on or

pnor to such date.

(d)  If the Official Statement is supplemented or amended pursuant to
Section 4(e), at the time of each supplement or amendment thereto and at all times
subsequent.thereto up to and including the Closing Date or the end of the underwriting -
period, as the case may be, the Official Statement as so supplemented or amended (except
for information regarding DTC and its book-entry only system) will not contain any untrue
statement of a material fact or omit to state a miaterial fact necessary in order to make the

~ statements made therein, in the light of the circumstances under which they were made,
not misleading.

(e) . If'between the date of delivery of the Official Statement and the end of the
underwriting period (i) any event occurs or any fact or condition becomes known to the
City that might or would cause the Official Statement, as then supplemented or amended,
to contain any untrue statement of a material fact or omit to state a material fact necessary
in order to make the statements made therein, in the light of the circumstances under which
they were made, not misleading, the City shall notify the Representative thereof, and (if) if
in the reasonable opinion of the City or the Representative such event, fact or condition
requires the preparation and publication of a supplement or amendment to the Official
Statement, the City will at its expense supplement or amend the Official Statement in a

form and in a manner approved by the Representatwe ~which approval shall not be
unreasonably withheld.

® The City is not in material V101at10n of, or inmaterial breach of or in material
default under, any applicable constitutional provision, charter provision, law or
administrative regulation or order of the State or the United States of America or any
applicable judgment or decree or any loan agreement, indenture, bond, note, resolution, or
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other agreement or instrument to which the City is a party or to which the City or any of
its properties is otherwise subject, and no event has occurred and is continuing which, with
the passage of time or the giving of notice, or both, would constitute a material default or
“event of default under any such instrument; and the execution and delivery of the City
Documents, the adoption of the Ordinance and compliance with the provisions of the City
Documents and the Ordinance will not conflict with or constitute a material breach of or
material default under any constitutional provision, charter provision, law, administrative
. regulation, order, judgment, court decree, loan agreement, indenture, bond, note,
resolution, agreement or other instrument to which the City is subject, which breach,
default or conflict would have a material adverse effect on the ability of the City to make

Base Rental Payments or perform its obligations under the City Documents or this Purchase
Contract. '

' (g) . There is no action, suit, proceeding, inquiry or investigation, at law or in

equity, before or by any court, government agency, public board or body, pending, with
service of process having been accomplished, or to the best knowledge of the City after
due inquiry, threatened by a prospective party or their counsel in writing addressed to the
City, (i) in any way questioning the corporate existence of the City or the titles of the
officers of the City to their respective offices; (il) in any way contesting, affectiig or
- seeking to prohibit, restrain or enjoin the execution or delivery of any of the Certificates,
or the payment of the principal and interest with respect to the Certificates, or the
application of the proceeds of the Certificates; (iii) in any way contesting or affecting the
validity of the Certificates, the Ordinance, or the City Documents, or contesting the powers
of the City or any anthority for the execution and delivery of the Certificates, the approval
of the Ordinance or the execution and delivery by the City of the City Documents or the
Official Statement; (iv) which would likely result in any material adverse affect on its
~ ability to pay the Base Rental Payments; or (v) contesting the completeness or accuracy of
the Preliminary Official Statement or the Official Statement or asserting that the
Preliminary Official Statement or the Official Statement contained any untrue statement of
a material fact or omitted to state a material fact necessary in order to make the statements
made therein, in the light of the circumstances under which they were made, not
misleading. .

(h)  The City will furnish such information, execute such instruments and take
such other action not inconsistent with law or established policy of the City in cooperation
with the Representative as may be reasonably requested (i) to qualify the Certificates for
offer and sale under the Blue Sky or other securities laws and regulations of such states
and other jurisdictions of .the United States of America as may be designated by the
Representative, and (ii) to determine the eligibility of the Certificates for investment under
the laws of such states and other jurisdictions; provided, that the City shall not be required
to execute a general or special consent to service of process or qualify to do business in
connection with any such qualification or.determination in any jurisdiction.

) The City Documents when executed or adopted by the City, will be legal,

valid and binding obligations of the City enforceable in accordance with their respective
terms, subject to bankruptcy, insolvency, reorganization, moratorium, other laws affecting -
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creditors rights generally, and to limitations on remedies agamst cities and counties under
California law.

@ All material authorizations, approvals, licenses, permits, .consents and
orders of any governmental authority, legislative body, board, court, agency or commission
* having jurisdiction of the matter which are required for the due authorization of, which
would constitute a condition precedent to, or the absence of which would materially
adversely affect the due performance by the City of, its respective obligations under City .
Documents and the Ordinance have been duly obtained or when required for future
performance are expected to be obtained, except for such approvals, consents and orders
as may be required under the Blue Ski or-securities laws of any state in connectlon with
the offenng and sale of the Certificates.

(k) The financial statements of the City for the fiscal year ended June 30, 2018,
set forth as an Appendix to the Official Statement fairly present the financial position of
the City as of the dates indicated and the results of its operaﬁons the sources and uses of
its cash and the changes in its fund balances for the periods therein specified to the extent
mchided therein and, other than as set forth in the Official Statement, were prepared in
conformity With generally accepted accounting principles applied on a consistent basis.

(D) The City will undertake, pursuant to.the Ordinance-and a Conbnmng Disclosure
Certificate to provide certain annual financial information and notices of the occurrence of

" certain enumerated events pursuant to paragraph (b)(5) of Rule 15¢2-12. An accurate
description of this undertaking is sét forth in the Preliminary Official Statement and will

" also be set forth in the. Official Statement. The City has been and is in compliance with its

continning disclosure - obligations unde:c Rule 15¢2-12, as descnbed n the Official
Statement.

(m) Between the date hereof and the Closing Date, the City will not supplement
or amend the City Documents, the Ordinance or the Official Statement in any respect that
is material to the obligations of the City under this Purchase Contract without the prior
written consent of the Representative, which consent shall not be unreasonably withheld.

Section 5. Underwriters’ Representations, Covenants and Agreements. Eaeh of the
Underwriters represents and covenants and agrees with the City that:

(8  The Representatwe has been duly authorized to enter into thls Purchase -
Contract and to act hereunder by and on behalf of the Underwriters.

(b) It shall comply with the San Francisco Business Tax Resolution and shall,
if not otherwise exempt from such Resolution, provide to the City a Business Tax
Re glstratlon Certificate on or prior to the date heréof.

(¢)  Ttshall comply Wlth Chapter 12B of the San Francisco Administrative Code
- entitled “Nondiscrimination in Contracts,” which is mcorporated herein by this reference.

(d) It shall comply with all SEC and MSRB- mules apf;licable to the offering,
sale and delivery of the Certificates to the ultimate purchaser. |
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(e)It shall comply with the City’s policy and practice that the City shall not pay,
and the Underwriter shall not pass through to the City, any fees that are assessed on the
Underwriter as part of the Governmental Accounting Standards Board fee, as well as the
MSRB Underwriting and Transaction Assessment, the SIFMA Municipal Assessment or-
any other industry related fees that are required to be paid solely by the Underwriter.

Section 6. . Public foering.

(a) = It shall be a condition to the City’s obligations to sell and to deliver the
Certificates to the Underwriters and to the Underwriters® obligations to purchase and to
accept delivery of the Certificates that the entire $ principal amount of the
Certificates shall be issued, sold and delivered by or at the direction of the City and
purchased, accepted and paid for by the Underwriters at the Closing. On or prior to the
Closing, the Representative will provide the City with information regarding the reoffering”
prices and yields on the Certificates, in such form as the City may reasonably request.

(b) - The Underwriters agree to make a bona fide public offering of all the -
Certificates, at prices not in excess of the initial public offering prices as set forth in the’
Official Statement. The Underwriters may offer and sell the Certificates to certain dealers
(including dealers depositing the Certificates into investment trusts) and others at prices

‘lower than the public offering price stated on the cover of the Official Statement. Each of
the Underwriters will provide, consistent with the requirements of MSRB, for the delivery
of a copy of the Official Statement to each customér who purchases a Certificate during
the underwriting period. Bach of the Underwriters further agree that it will comply with
applicable laws and regulations, including without limitation Rule 15¢2-12, in connection
with the offering and sale of the Certificates.

(c)  Issue Price. Notwithstanding any provision of this Purchase Contract to the
contrary, the Underwriters and City agree to the following provisions related to the issue
price of the Certlﬁcates

.(1) For purposes of this secﬁon the following definitions apply:

()  “Public” means any person other than an underwriter or a related party to
an undemfnter

(1) undemrite'r’f means (A) any person that agrees pursuant to a written
contract with the City, as accepted and agreed to by its Controller, (or with the lead
underwriter for the Certificates to form an underwriting syndicate) to participate in
the initial sale of the Certificates to .the public and (B) any person that agrees
pursuant to a written contract directly or indirectly with a person described in clause

" (A) to participate in the initial sale of the Certificates to the public (including a
member of a selling group or a party to a retail distribution agreement participating
in the initial sale of the Certificates to the public).

(i)  “Related Party” means a purchaser of any of the Certiﬁcates who, along
with the underwriter, are both subject, directly or indirectly, to (i) more than 50%
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“common ownership of the voting power orthe total value of their stock, if both
entities are corporations (including direct ownership by one corporation of
another), (i) more than 50% common ownership of their capital interests or profits
mterests, 'if both entities are partnerships (including direct ownership by one
partnership of another), or (iii) more than 50% common ownership of the value of
the outstanding stock of the corporation or the capital interests or profit interests of
the partnership, as applicable, if one entity is a corporation and the other entity is a
partnership (including direct ownershlp of the apphcable stock or interests by one
entity of the other).

(iv) “Sale Date"’ means the date of execution of this Purchase Contract by all
parties. '

: (2)  The Representative, on behalf of the Underwriters, agrees to assist the City
in establishing the issue price of the Certificates and shall execute and deliver to the City
at Closing an “issue price” or similar certificate, together with the supporting pricing wires
or equivalent communications, substantiaily in the form atiached hereto as Exhibit A, with
such modifications as may be appropriate or necessary, in the reasonable judgment of the
Representative, the City and Co-Special Counsel, to accurately reflect, as applicable, the
sales price or prices or the initial offering price or prices to the public of the Certificates.

(3) 'The Representative confirms that the Underwriters have offered the
- Certificates to the public on or before the date of this Purchase Contract at the offering
price or prices (the “initial offering price”), or at the corresponding yield or yields, set forth
in Appendix A attached hereto, except as otherwise set forth herein. The-City will treat the
first price at which 10% of each maturity of the Certificates (the “10% test”) is sold to the
public as the issue price of that miaturity (if different interest rates apply within a maturity,
each separate CUSIP number within that maturity will be subject to the 10% test). Ator
'prompﬂy after the execution of this Purchase Contract, the Representative shall report to
the City the price or prices at ‘which the Underwiters have sold to the public each maturity
of Certificates, If at that time the 10% test has not been satisfied as to any maturity of the
Certificates, the Representative agrees o promptly report to the City the prices at. which
Certificates of that maturity have been sold by the Underwriters to the public. That
" reporting obligation shall continue, whether or not the Closing Date has occurred, until the
10% test has been satisfied as to the Certificates of that maturity or until all Ceﬁﬁcates of
that matunty have been sold to the pubhc

, (4) Schedule I also sets forth, as of the date of this Purchase Contract, the
maturities, if any, of the Certificates for which the 10% test has not been satisfied and for
“which the City and the Representative, on behalf of the Underwriters, agree that the
restrictions set forth in the next sentence shall apply, which will allow the City to treat the
initial offering price to the public of each such maturity as of the sale date as the issue price
of that maturity (the “hold-the-offering-price rule”). So long as the hold-the-offering-price

' rule remains applicable to any maturity of the Certificates, the Underwriters will neither
offer tior sell unsold Certificates of that maturity to any person at a price that is higher than
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the initial offering price to the public dunng the penod startmg on the sale dafe and. endmg
on the earlier of the followmg .

(@  the close of the fifth (Sth) business day after the sale date; or

G) the date on which the Underwriters have sold at least 10% of that maturity
of the Certificates to the public at a price that is no hlgher than the initial offering
price to the pubhc : '

The Representauve shall prompﬂy advise the City When the: UnderWnters have sold 10%
of that’ maturity of the Certificates to the public at a price that is no higher than the initial

- offering price to the pubhc if that occurs prior to the close of the fifth (5th) business day -
- after the sale date.

The City acknowledges that, in making the representation set forth in this Sectlon
. 6,the Representative will rely on (i) the agreement of each Underwriter to comply with the
hold-the-offering-price rule, as set forth in an agreement among underwriters and the
.related pricing wires, (i1) in the event a selling group has been created in connection with
the initial 'sale of the Certificates to the public, the agreement of each dealer who is a
member of the selling group to comply with the hold-the-offering-price rule, as set forth in ‘
a se]]mg group- agreement and the related pricing wires, and (iii) in the event that an
Underwriter is a party to a retail distribution agreement that was employed in connection
with the initial sale of the Certificates to the public, the agreement of each broker-dealer
that is a party to such agreement to comply with the hold-the-offering-price rule, as set
forth in the retail distribution agreement and the related pricing wires. The City further
acknowledges that each Underwriter shall be solely liable for its faihire to comply with its
agreement regarding the hold-the-offering-price rule and that no Underwriter shall be liable
for the failure of any other Underwriter, or of any dealer who is a member of a selling
group, or of any broker-dealér that is a party to a retail distribution agreement, to comply

with its corresponding agreement regarding the hold- the-offermg~pnce rule as applicable
to the Certlﬁcates

(5) The Representa‘uve conﬁnns that:

(i) - any agreement among underwriters, any selling group agreement and each
reteil distribution agreement (to which the Representative is a party) relating to
the initia] sale of the Certificates to the public, together with the related pricing
wires, contains or will contain 1anguage obhgahng each Underwriter, each dealer
who 1s a member of the selling group, and each broker-dealer that is a party to
such retail distribution agreement, as applicable, to (A) report the prices at which

it sells to the public the unsold Certificates of each maturity allotted to it until it
is notified by the Representative that either the 10% test-has been satisfied as to
the Certificates of that maturity or all Securities of that maturity have been sold
to the pubhc and (B) comply with the hold-the- offering-price rule, if applicable,
in each case if and for so long as dlrected by the Representative and as set forth

n the related pncmg wires; A
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(i) any agreement among underwriters relating to the initial sale- of the
Certificates to the public, together with the related pricing wires, contains or will
contain language obligating each Underwriter that is a party to arétail distribution

. agreement to be employed in connection with the initial sale of the Certificates to
the public to require each broker-dealer that is a party to such retail distribution
agreement to (A) report the prices at which it sells to the public the unsold
Certificates of each maturity allotted to it until it is notified by the Representative

“or the Underwritér that either the 10% test has been satisfied as to the Certificates
of that maturity or all Certificates of that maturity have been sold to the public -
and (B) comply with the hold-the-offering-price rule, if applicable, in each case

* if and for so long as directed by the Representative or the Underwriter and as set
forth in the related pﬁoing wires; and

(6) The Underwnters understand that sales of any Certlﬁcates to any person thatis -

a Related Party to an underwriter shall not constltute sales to the Public for purposes of this
Sectlon 6. :
Section 7. Closing. At am., California-time, on , , 2019, or at such

other time’as shall have been mutually agreed upon by the City and the Representatlve (the
“Closing Date” or the “Closing’ gi the City will deliver or cause to be delivered to the acéount of
the Representative (through DTC) the Certificates duly executed on behalf of the City, together
with the other certificates, opinions and documents set forth in Section 8(d); and the Representatlve
will accept such delivery (through DTC) and pay by wire transfer the purchase price of the
Certificates set forth in Section 1

Payment for the delivery of the Certificates shall be coordinated at the ofﬁces of Curls
Bartling P.C. (and together with Stradling Yocca Carlson & Routh P.C. “Co-Special Counsel”), in
Oakland, California, or at such other'place as may be mutually agreed upon by the City and the
Underwriters. Such payment and delivery is called the “Closing.” The Representative shall order
CUSIP identification numbers and the City shall cause such CUSIP identification numbers to be
printed on the Certificates, but neither the failure to print any such number on any Certificate nor
any error with respect thereto shall constitute cause for failure or refusal by the Representative to
accept delivery of and pay for the Certificates in accordance with the terms of this Purchase
Contract. Physical delivery of the Certificates shall be made to the City Treasurer, as agent for
DTC under the Fast Automated Securities Transfer System, or as otherwise instructed by the
Underwriters, and will be in printed form, will be prepared and delivered in registered form and
will be registered in the name of Cede & Co., as nominee of DTC. The Certificates will be made
available to the Representative for checking not les‘s than 2 business days prior to the Closing.

Section 8. - Closing Conditions. The Undemnters have entered into this Purchase
Contract in reliance upon theTepresentations and warranties of the- City contained herein and to b
contained in the documents and instruments to be delivered at the Closing and upon the
performance by the City of the obligations to be performed hereunder and under such documents
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and instruments to be delivered at or prior to the Closing, and the Underwriters’ obligations under
this Purchase Confract are and shall also be subject to the following conditions:

(a)  therepresentations and warranties of the City herein shall be true, complete
. and correct on the date thereof and on and as of the Closing Date as if made on the Closing
Date;

.(b)  at the time of the Closing, the City Documents shall be in full force and

" effect and shall not have been amiended, modified or supplemented, and the Official

Statement shall not have been amended, modified or supplemented except as may have
been agreed to by the Representatlve '

(c) M the Underwnters shall have the right to cancel their obligatioﬁ to purchase’ ‘
the Certificates by written notification from the Representative to the Clty if at any time
after the date of this Purchase Contract and prior to the Closmg

0 ® any event shall have occurred or ahy fact-or condition shall have
become known which, in the reasonable judgment of the Underwriters upon
consultation with the City, Co- Special Counsel and Disclosire Counsel (both as
hereinafter defined), either (A) makes untrue or incorrect in any material respect
any statement or information contained in the Official Statement or (B) is not
reflected in the Official Statement but should be reflected therein in order to make
the statements and information contained therein not mlsleadmg in any material
respect or

(i)  legislation shall be enacted, or a decision by a court of the United
States shall be rendered, or any action shall be taken by, or'on behalf of, the
-Securities and Exchange Commission which in the reasonable opinion of the
. Underwriters has the effect of requiring the Certificates to be registered under the .
Securities Act of 1933, as amended, or requires the qualification of the Ordinance
under the Trust Indenture Act 0f 1939, as amended, or any laws analogous thereto

+ relating to governmental bodies; or

(iif)  any national securities exchange the Comptroller of the Currency,
or any other governmental authority, shall impose as.to the Certificates or
obligations of the general character of the Certificates, any material restrictions not
now in force, or increase materially those now in force, with respect to the extension
of credit by, or the charge to-the net capital requirements of, the Underwriters.

(iv)  any state blue sky or securities commission or other governmental.
agehcy or body shall have withheld registration, exemption or clearance of the
offering of the Certificates as described herein, or 1ssued a stop order or similar
ruling relat{ng thereto;

(v) there shall have occurred any materially adverse change in the
affairs or financial condition of the City, except for changes which the Official
Statement discloses are expected to ‘occur; provided however, that any such
material adverse change shall have the effect of materially adversely affecting,

~
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directly or mdlrecﬂy, the market pnce of the Certlﬁcates the ability of the
Underwriters to enforce contracts for the Certificates or the sale at the contemplated
 offering price by the Underwriters of the Certificates; '

(2) . The Underwriters shall have the further right to cancel their obligation to
puxchase the Certificates by written notification from the Representative to the City if at
any time after the date of this Purchase Contract and prior to the Closing any of the
following occrs and in the reasonable judgment of the Representative would have the
effect of materially adversely affecting, directly or indirectly, the market price of the
Certificates, the ability of the Underwriters to enforce contracts for the Certificates or the
sale at the contemplated offering price by the Underwriters of the Certificates: '

() - . there shall have occurred, or any notice shall have been given, of
any, downgrading, suspension, withdrawal, or negative change in credit watch
status by Moody’s Investors Service, S&P Global Ratings and Fitchi, Inc. or any
n‘rher national rating service to any of the City’s obligations (including the ratings
to be accorded the Certificates);

, (i)  any proceeding shall have been commenced or be threatened in
" writing by the Securities and Ex'chainge Commission (the “SEC™) against the City;

) (i)  an amendment to the Constitution of the United States or the State
- of Califomnia shall have been passed or legislation shall have been introduced i in or

enacted by the Congress of the United States or the California legislature or . -

legislation pending in the Congress of the United States shall have been amended
or legislation shall have been recommended to the Congress of the United States or
‘to the California legislature or otherwise endorsed for passage (by press release,
other form of notice or otherwise) by the President of the United .States, the
Treasury Department of the United States, the Internal Revenue Service or the
Chairman or ranking minority member of the Committee on Finance of the. United
States Senate or the Committee on Ways and Means of the United States House of
- Representatives, or legislation shall have been proposed for consideration by either -
such Committee by any member thereof or presented as an option for consideration
by either such Committee by the staff of such Committee or by the staff of the Joint
Committee on Taxation. of the Congress of the United States, or legislation shall
. have been favorably reported for passage to either House of the Congress of the
"United States by a Committee of such House to which such legislation has been
referred for consideration, or a decision shall have been rendered by a court of the
United States or of the State of California or the Tax Court of the United States, or
“a ruling shall have been made or a regulation or temporary regulatior shall have
been proposed or.made or any other release or announcement shall have been made
by the Treasury Department of the United States, the Intemnal Revenue Service or.
‘other federa] or-State of California authority, with respect to federal or Stite of
California, taxation upon revenues or other income of the general character to be
derived pursuant to the Ordinance which may have the purpose or effect, directly
or indirectly, of affecting the tax status of the City, its property or income, its
securities (including the Certificates) or any tax exemption granted or authorized
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by State of California” legislation or, in the reasonable judgment of the
Representative, materially and adversely affecting the market for the Certificates

or the market price generally of obligations of the general character of the
Certificates;

(iv) -the declaration of war or engagement in, or escalation of, military
hostilities by the United States or the occurrence of any other national emergency
or calamity Ielatmg to the effective operation of the government of, or the financial
community in, the United States;

(v)  the declaration of a general banking moratorium by federal, New
York or California authorities, or the general suspensmn of trading on any national
securities exchange or the establishment of minimum prices on such national
securities exchanges, or the establishment of material restrictions (not in force as -
the date hereof) upon trading securities generally by any govammental authority or
any national securities exchange; or

(vi)  anorder, decree or injunction of any court of competent jurisdiction,
or order, ruling, regulation’ or official statemént by the SEC, or any other
governmental agency having jurisdiction of the subject matter, issued or made to
the effect that the delivery, offering or sale of obligations of the general character
of the Certificates, or the delivery, offering or sale of the Certificates, including any
or all underlying obligations, as contemplated hereby or by the Official Statement,
is or would be in violation of the federal securities laws as amended and then in
effect;

(vii)  the New York Stock Exchange or other national securities exchange
or any govermmental authority, shall impose, as to the Certificates. or as to
obligations of the general character of the Certificates, any material restrictions not
now in force, or increase materially those now in force, with respect to the extension
of credit by, or the charge to the net capital requirements of, Underwriters;

(viif) the purchase of and payment for the Certificates by the
Underwriters, or the resale of the Certificates by the Underwriters, on the terms and
conditions herein provided shall be prohlblted by any applicable law, governmental
authority, board, agency or commission.

(d)  at or prior to the Closing, the Underwriters shall have received each of the |
following documents: :

(1)  the Official Statement, to gether with any supplements or amendments
thereto in the event the Official Statement has been supplemented or amended, with the
Official Statement and each supplement or amendment (if any) Slgned on behalf of the

(2)  acopy of the adopfed Ordinance, certified by the Clerk of the Board of
Supervisors as having been duly enacted by the Board of Supervisors of the Clty and as
being in full forcé and effect;
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| (3)  acertificate of the City executed by its authorized officer(s), substantially
in the form attached hereto as Exhibit B;

(4)  an opinion of the City Attorney of the City addressed solely to the City
- substantially in the form attached hereto as Exhibit C; :

(5)  opinions of Co-Special Counsel, in substantially the form set forth in
Appendix [F] to the Official Statement; :

(6) . supplemental opinions of Co-Special Counsel, addressed to the City and
the Underwriters, dated the Closing Date and substantially in the form attached hereto as
Exhibit D;

(7)  an opinion of Hawkins Delafield & Wood LLP, Disclosure Counsel,
addressed to the City in form and substance acceptable to the City and the City Attorney;

@ an opinion of , Underwriters’ Commsel ( “Underwnters

Counsel”), dated the Closing Date and add;ressed to the Underwriters in form and
substance acceptable to the Underwriters;

(9) Tax Certlﬁcate of the City re gardmg the Certificates in form safisfactory
to Co-Special Counsel;

(10)  evidence of required ﬁhngs W1th the California Debt and Investment
Advisory Commission; :

(11)  evidence satisfactory to the Representative tﬁat Moody’s Investors
Service, Inc., S&P Global Ratings and Fitch, Inc. have assigned ratings to the Cemﬁcates
set forth in the Preliminary Official Statement

(12) the Continuing Dlsclosure CeItlﬁcate duly executed by the Clty, and

(13) -such additional legal opinions, certificates, instruments or other
documents as the Representative may reasonably request to evidence the truth and
accuracy, as of the date of this Purchase Contract and as of the Closing Date, of the City’s
representations and warranties contained herein and of the statements and information
contained in the Official Statement and the due performance or satisfaction by the City
on or prior to the Closing Date of all agreements then to be performed and all conditions
then to be satisfied by the City.

All of the opinions, letters, certificates, instruments and ofher documents mentioned in this

Purchase Contract shall be deemed to be in compliance with the provisions of this Purchase
Contract if, but only if, they are in form and substance -satisfactory to the Representative and
Underwriters” Counsel. If the City is unable to satisfy the conditions to the obligations of the
Underwriters to purchase, to accept delivery of and to pay for the Certificates contained in this
Purchase Contract, or if the obligations of the Underwriters to purchase, to accept delivery of and
to pay for the Certificates are terminated for any reason permitted by this Purchase Contract, this
Purchase Contract shall terminate and neither the Underwriters nor the City shall be under further
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obligations hereunder, except that the respective obligations of the City and the Underwriters set
forth in Section 10 of this Purchase Contract shall continue in full force and effect. -

Section 9. Good Faith Deposit.  To secure the City from any loss resulting from’the
failure of the Underwriters to comply with the terms of this Purchase Contract, the Representative
has sent to the City Treasurer a wire transfer (in immediately available funds) payable to the crder
of the City Treasurer, for the benefit of the City, in the amount of $ ,000 (the “Good Faith

Deposit”™), the receipt of which is hereby acknowledged by the City. The Good Faith Deposit will,
- immediately upon the City’s acceptance of this offer, become the property of the City. The Good
Faith Deposit will be held and invested for the exclusive benefit of the City. At the Closing, the
Underwriters shall pay or cause to be paid the niet aggregate purchase price-of the Certificates (as
specified in Section 1 of this Purchase Contract) which takes into account the Good Faith Deposit.
If the Underwriters fail to pay the purchase price in full upon tender of the Certificates (other than
- for a reason expressly set forth in Section 8 of this Purchase Contract), the Underwriters will have
no right to recover the Good Faith Deposit or to any allowance or credit therefor, and the Good
Faith Deposit, together with any interest thereon, will be retained by the City as and for liquidated
damages for such failure by the Underwriters. Retention of the Good Faith Deposit shall constitute
the City’s sole and exclusive remedy and full liquidated damages for the Underwriters’ failure
(other than for a reason expressly set forth herein) to purchase and accept delivery of the
Certificates pursuant to the terms of this Purchase Contract. Upon such retention, the Underwriters
shall be released and discharged from any and all claims for damages by the City against the
Underwriters related to such failure and any other defaults by Underwriters hereunder. The
Underwriters and the City hereby acknowledge and agree that the amount fixed pursuant to this

"~ Secticn - for liquidated dainages ‘does not constitutea- penalWand is a reasonable-estimate-of-the=— ~ -~ —

damages that the City would sustain'in the event of the Underwriters® failure to purchase and to
accept delivery of the Certificates pursuant to the terms of this Purchase Contract. The amount is
agreed upon and fixed as liquidated damages because of the difficulty of ascertaining as of the date
hereof the amount of damages that would be sustained in such event. Each of the Underwriters
waives any right to claim that actual damages resulting from such failure are less than the amount
of such liquidated damages. :

Section 10.  Expenses.

(&) - Except for those expenses assigned to the Underwriters pursuant to Section
10(b) hereof, the Underwriters shall be under no obligation to pay, and the City shall pay,
any expenses incident to the performance of the City’s obligations under this Purchase
" Contract and the fulfillment of the conditions imposed hereunder, including but not limited
to: (i) the fees and disbursements of Co-Special Counsel, Disclosure Counsel and PFM
Financial Advisors LLC, San Francisco, California and NHA Advisors, San Rafael,
Califomia (the “Co-Municipal Advisors™); (ii) the fees and disbursements of any counsel,
‘auditors, engineers, consultants or others retained by the City in connection with the
transactions contemplated herein; (iii) the costs of preparing and printing the Certificates;
(iv) the costs of the printing of the Official Statement (and any amendment or supplement
prepared pursuant to Section 4(e) of this Purchase Contract); and (v) any fees charged by
investment rating agencies for the rating of the Certificates. '

15
1578



(b)  The Underwriters shall pay:.all expenses incurred by the Underwriters in
comnection with the offering and distribution of the Certificates, including but not limited
to: (1) all advertising expenses in connection with the offering of the Certificates; (ii) the
costs of printing the Blue Sky memorandum used by the Underwriters: (iii) all
out-of-pocket disbursements and expenses incurréd by the Underwriters in connection with
the offering and distribution of the Certificates, including the fees of the CUSIP Service
Bureau for the assignment of CUSIP numbers; and (iv) all other expenses incurred by the
Underwriters in connection with the offering and distribution of the Certificates, including
the fees and disbursements of Underwriters’ Cmmsel

Section11. = Notices. Any notice or other communication to be given to the City under
this Purchase Contract may be given by delivering the same in writing to the City at the address
set forth above and any notice or other communication to be given to the Underwriters under this
Purchase Confract may be given by delivering the same in writing to the Representative:

‘If to the City:
F1xv and C ounty of San TT“‘lCiSCu
Office of Public Finance
City Hall, Room 336
1 Dr. Carlton B. Goodlett Place
San Francisco, California 94102
Telephone: (415) 554-5956
Fax: (415) 554-4864

If to the Underwriters:

Telephone:
Fax:

Section 12.  Parties in Interest. This Purchase Contract is made solely for the benefit of
the City and the Underwriters (including the successors or assigns of the Underwriters), and no
other person shall acquire or have any right hereunder or by virtue of this Purchase Contract. All
of the representations, warranties and agreements of the City contained in this Purchase Contract
shall remain operative and.in full force and effect, regardless of: (i) any investigations made by or
on behalf of the Underwriters; (ii) delivery of and payment for the Certificates, pursuant to this
Purchase Contract; and (iil) any termination of this Purchase Contract.

Section 13.  Invalid or Unenforceable Provisions. In the event that any provision of this

+ Purchase Contract shall be held invalid or unenforceable by any court of competent jurisdiction, -
such holding shall not invalidate or render unenforceable any other provision of this Purchase
Contract. :
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Section 14. Counterparts. This Purchase Contract may be executed by the parties
hereto in separate counterparts, each of which when so executed and delivered shall be an original,
but all such counterparts shall together constitute but one and the same instrument. This Purchase -
Contract may be signed in counterparts, and upon delivery to the other party of such signed
Purchase Contract, which delivery may be by facsimile transm1ss1on shall constitute the binding
agreement of each party to this Purchase Contract.

Section 15.  Goveming Law Venue ThlS Purchase Contract shall be governed by and
interpreted under the laws of the State of California. Venue for all litigation relative to the

~ formation, interpretation and performance of this Purchase Contract shall be in the City and County
of San Franmsco ‘

Section 16. Clty Contracting Requirements. The City Contracting Requirements sets
forth in Attachment A attached here’co are incorporated herein by this reference.

Section 17. Heachg_ The Section headings in this Purchase Contract are inserted for
convenience only and shall not be deemed to be a part hereof. -

Sechon 18.  Enfire Ag;reement This Purchase Contract, when accepted by the City, shall
constitute the entire agreement between the City and the Underwriters and is made solely for the
benefit of the City and the Underwriters (including the successors or assigns of any Underwriter
with the consent of the City) and no other person shall acquire or have any right hereunder by .
virtue hereof. All of the City’s representations, warranties and agreements in this Purchase
Contract shall remain operative and in full force and effect, regardless of (2) any investigation
made by or on behalf of the Underwriters, (b) delivery of and payment fo:r the Certificates
hereunder, and (c) any termination of this Purchase Contract.

Section 19. No Fiduciary or Advisory Role; Arm’s Length Transaction. The
Underwriters and the City acknowledge and agree that (i) the purchase and sale of the Certificates
pursuant to this Purchase Contract is an arm’s-length commercial transaction between City, on the
one hand, and the Underwriters, on the other hand, (ii) in connection with such transaction, each
Underwriter is acting solely as a principal and not as a municipal advisor, a financial advisor, or a
fiduciary of the City, and may have financial and other interests that differ from those of the City,

' (iif) the Underwriters have not assumed (individually or collectively) a fiduciary responsibility in
favor of the City with respect to the offering of the Certificates or the discussions, undertakings
and procedures leading thereto (whether or not any Underwriter, or any affiliate of an Underwriter,
has provided or is currently providing services or advice to City on other matters), (iv) the only
obligations the Underwriters have to the City with respect to the transactions contemplated hereby

.are expressly set forth in this Purchase Contract, and (v) the City and the Underwriters have
consulted with their respective legal, financial and other advisors to the extent they deemed
appropriate in connection with the offering of the Certificates. None of the Underwriters is acting
as a Municipal Adviser (as defined in Section 15B of the Exchange Act of 1934, as amended) in
connection with the matters contemplated by this Purchase Contract.
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This Purchase Contract shall become effective upon éxecution of the accep{ance of this Purchase
Contract by the City and shall be valid and enforceable as of the time of such acceptance.

Very truly yours,

[UNDERWRITERS]

By: , as Representative

By:
Deputy Controller .
ACCEPTED at [ | [a.m./p.m.] Pacific Time this =~ day of ,2019 7
APPROVED AS TO FORM:
DENNIS J. HERRERA,
CITY ATTORNEY
By: .
MARX D. BLAKE
Deputy City Attomey
18 -
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ATTACHMENT A

Crty CONTRACTING PROVISIONS

The following provisions shall apply to this Purchase Contract as if éet forth in the fext
thereof. Capitalized terms used but not defined in ﬂus Attachment shall have the meamngs gwen
in the Puxchase Contract. ‘

1. Nondiscn'mination; Penalties.

(a) Non Discrimination in Contracts. Bach Underwriter shall comply with the

" provisions of Chapters 12B and 12C of the San Francisco Administrative Code. The Underwriter

‘'shall incorporate by reference in ‘any subcontracts the provisions of Sections12B.2(a), 12B.2(c)-

(k), and 12C.3 of the San Francisco Administrative Code and shall require any subcontractors to

. comply with such provisions. Each Underwriter 1s subject. to the enforcement and penalty»
prov1s1ons in Chapters 12B and 12C.

() Nondiscrimination in the Provision of Employee Benefits.. San. Francisco
Administrative Code 12B.2. Bach Underwriter does not as of the date of this Purchase Contract,
and will not during the term of this Purchase Contract, in any of its operations in San Francisco,
on redl property owred by San Francisco, or where work is being performed for the City elsewhere-
in the United States, discriminate in the provision of employee benefits betwween employees with -
domestic partners and employees with spouses and/or between the domestic partners and spouses

of such employees, subject to the conditions set forth in San Francisco Administrative Code
Section12B.2.

(©) Condition to Contract. As a condition to the Purchase Contract, each Underwriter
shall execute the “Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits” form
(form HRC- 12B-101) with supporting documentation and secure the approval of the form by the -
San Francisco Human ngh’cs Commission. A

2. MacBn'de Prnciples—Northemn Ireland, The provisions of San Francisco
Administrative Code §12F are incorporated by this reference and made part of this Purchase
Contract. By entering into this Purchase Contract, each Underwriter confirms that it has read and
understood that the City urges. companies doing business in Northern Ireland to resolve
employment inequities and to abide by the MacBride leolples and urges San Francisco
companies to.do business with corporations that abide by the MacBride Principles.

3. Tropical Hardwood and Virgin Redwood Ban. Under San Francisco Environment
Code Section 804(b), the City urges each Underwriter not to import, purchase, obtain, or use ‘for

any purpose, atty tropical hardwood, tropmal hardwood wood product, virgin redwood or virgin
redwood-wood product. .

4. Alcohol and Drug-Free Workplace. The City reserves the right to deny access to,
or require each Underwriter to remove from, City facilities personnel of such Underwriter who the
City has reasonable grounds to believe has engaged in alcohol abuse or illegal drug activity which
i any way impairs the City’s ability to maintain safe work facilities or to protect the health and
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well-being of City employees and the general public. The City shall have the right of final approval
for the entry or re-entry of any such person previously denied access to, or removed from, City
facilities. Ilegal drug activity means possessing, furnishing, selling, offering, purchasing, using or
being under the influence of illegal drugs or other controlled substances for which the individual
lacks a valid prescription. Alcohol abuse means possessing, furnishing, selling, offenng, or using-
alcohohc beverages, or being under the influence of alcohol

5. Compliance with Americans with D1sab111txes Act. Bach Underwriter shall provide
. the services specified in the Purchase Contract in a manner that complies with the Americans with
Disabilities Act (ADA), including but not limited to Title II’s program access reqmrements and
all other applicable federal, state and local disability rights leglsla’uon

6. Sunshine Ordinance. Each Underwnter acknowledge that this Purchase Contract
and all records related to its formation, such Underwritet’s performance of services provided under
the Purchase Contract, and the City’s payment are subject to the California Public Records Act, -
(Cahforma Govemment Code §6250 et. seq.), and the San Francisco Sunshine Ordinance, (Sani

T A v dend obren
o Tancisco nmuuuouat;vu Code Chﬁpt@l‘ 67} Such records dre ““b}CCi’ 1o p“h"c }IlSpSCL’LOn 311(1

A Popymcr unless exempt from disclosure Lnder federal, state or 1ora1 law.

7. Limitations on Con’m.butlons By executing this Purchase Contract each
Underwnter acknowledges that it is familiar with section 1.126 of the City’s Campaign and
Governmental Conduct Code, which prohibits any person who contracts with the City for the
rendition of personal services, for the furnishing of any material, supplies or equipment, for the
sale or lease of any land or building, or for a grant, loan or loan guarantee, from making any
campaign contribution to (1) an individual holding a City elective office if the contract must be
approved by the individual, a board on which that individual serves, or the board of a state agency
on which an appointee of that individual serves, (2) a candidate for the office held by such
individual, or.(3) a committee controlled by such individual, at any time from the cornmencement
of negotiations for the contract until the later of either the termination of negotiations for such
contract or six months after the date the contract is approved. The prohibition on contributions
applies to each prospective party to the contract; each member of each Underwriter’s board of
directors; each Underwriter’s chairperson, chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of more than 20 percent in such
Underwriter; any subcontractor listed in the bid or contract; and any committee that is sponsored
or controlled by such Underwriter. Bach Underwriter must inform each such person of the

limitation on contributions imposed by Section 1.126 and provide the names of the persons
required to be informed to City.

8. ‘Requiring Mmlmum Compensation for Covered Employees. Bach Underwriter
shall pay covered employees no less than the minimum compensation required by San Francisco
" Administrative Code Chapter 12P. Each Underwriter is subject to the enforcement and penalty

prowsmns in Chapter 12P. By entering into this Purchase Contract, each Underwriter certifies that
it is in compliance with Chapter 12P.

9. Rquiring.Health Benefits for Covered Employees. Each Underwriter shall comply
with San Francisco Administrative Code Chapter 12Q. Each Underwriter shall choose and
perform one of the Health Care Accountability options set forth in San Francisco Administrative
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Code Chapter 12Q 3. Each Underwrlter is sub]ect to the enforcement and penalty provisions in
Chapter 12Q. : _

10. . Prohibition on Political Activity with City Funds. In performing the services.
provided under the Purchase Contract, Bach Underwriter shall comply with San Francisco .
Administrative Code Chapter 12G, which prohibits funds appropriated by the City for this
Purchase Contract from being expended to participate in, support, or attempt to. influence any
political campaign for a candidate or for. a ballot measure. Each Underwriter i is subject to the
enforcement and penalty prcmsmns in Chap’cer 12G.

"11. - Nondisclosure of Private, Proprietary or Conﬁdentlal Informaﬁon Ifthls Purchase
Contract requires the City to-disclose “Private Information” to an Underwriter within the meaning
of San Francisco Administrative Code Chapter 12M, each Underwriter shall use such information
consistent with the restrictions stated in Chapter 12M and in this Purchasé Contract and only as
necessary in performing the services prov1ded under the Purchase Confract, Each Underwnter is
subject to the enforcement and penalty prov1$1ons in Chapter 12M.

In the performance of services provided under the Purchase Contract, each Underwriter
may have access to the City’s proprietary or confidential information, the disclosure of which to -
third parties may damage the City. If the City discloses proprietary or confidential information to
each Underwriter, such information must be held by such Underwriters in confidence and used
only in performing the Purchase Contract. Each Underwriter shall exercise the same standard of
care to protect such information as a reasonably prudent contractor would use to protect its own -
: propnetary or confidential information,

12." - Consideration of Cnmmal Hlstory in Hiring and Employment Decisions. Each-
Underwriter agrees to comply fully with and be bound by all of the provisions of Chapter 12T,
“City Centractor/Subcontractor Consideration of Criminal History in Hiring and Employment
Decisions,” of the San Francisco Administrative Code (“Chapter 12T”), includling the remedies
provided, and implementing regnlations, as may be amended from tiine to time. The provisions of
Chapter 12T are incorporated by reference and made a part of this Purchase Contract. The text of
Chapter 12T is available on the web at http://sfgov.org/olse/fco. A partial listing of some of the
Underwriters’ obligations under Chapter 12T is set forth in this Section. Each Underwriter is
required to comply with all of the applicable provisions of Chapter 12T, irrespective of the listing
- of obligations in this Section. Capitalized terms used in this Section and not defined in this

Purchase Contract shall have the meanmgs assigned to such terms in Chapter 12T. '

The requlrements of Chapter 1-2T shall only apply to an Underwriter’s operations to the
extent those operations are in furtherance of the performance of this Purchase Contract, shall apply
only to applicants and employees who would be or are performing work in furtherance of this
Purchase Contract, and shall apply when the physical location of the employment or prospective
employment of an individual is"wholly or substantially within the City of San Francisco which
excludes City property. Chapter 12T shall not apply when the application in a particular context
would conflict with federal or state.law or with a requlrement of a govemment -agency
implementing federal or state law.
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13, Reserved.

‘14.  Submitting False Clalms Monetary Penalties. ‘The full text of San Francisco
Administrative Code §§ 21.35, including the enforcement and penalty provisions, is incorporated
into this Purchase: Contract. Under San Francisco Administrative Code §21.35, any contractor,
subcontractor or consultant who submits a false claim shall be liable to the City for'the statutory
penalties-set forth in that section. ‘A contractor, subcontractor or consultant will be deemed to have
submitted a false claim to the City if the contractor, subcontractor or consultant: (a) knowingly
_ presents or causes to be presented to an officer or-employee of the City a false claim or request for -
payment or approval; (b) knowingly makes, uses, or causes to be made or used a false record or
statement to get a false claim paid or approved by the City; (c) conspires to defraud the City by
getting a false claim allowed or paid by the City; (d) knowingly makes, uses, or catises to be made
or used a false record or statement to conceal, avoid, or decrease an obligation to pay ot transmit
money or property to the City; or (e) is a beneficiary of an inadvertent submission of a false claim
" to the City, subsequently discovers the falsity of the claim, and fails to disclose the false cldim to
'~ the City within a reasonable time iaﬁer discovery of the false claim. =~

15.  Conflict of Tnterest By entenuv into.the Purchase Contract, each Underwriter
certify that it does not know of any fact which constitites a violation of Section 15.103 of the
City’s Charter; Article IIT; Chapter 2 of City’s Campaign and Governmental Conduct Code; Title
- 9, Chapter 7 of the California Government Code (Section 87100 et seq.), or Title 1, Division 4,
Chapter 1, Article 4 of the California Goyernment Code (Section 1090 et seq.), and further agrees

promptly to notify the City if it becomes aware of any such’ fact duting the term of this Purchase
Contract.

‘ 16. Assignment. The services provided under the Purchase Contract to be performed.
by each Underwriter are personal in character and neither this Purchase Contract nor any duties or
obligations may be assigned or délegated by an Underwriter unless first approved by the City by
written instrument executed and approved i the same manner as this Purchase Contract. Any
purported assignment made in violation of this provision shall be null and void. -

) 7. Food Service Waste Reduction Requirements. Bach Underwriter shall comply with
. the Food Servite Waste Reduction Ordinance, as set forth in San Francisco Environment Code
Chapter 16, including but not limited to the provided remedies for noncompliance.

18.  Cooperative Drafting. This Purchase Contract has been drafted through a
cooperative effort of the City and the Underwriters, and all parties have had an opportunity to have
the Purchase, Contract reviewed and revised by legal counsel. No party shall be considered the -
drafter of this Purchase Contract, and no prespmption or rule that an ambiguity shall be construed

against the party drafting the clause shall apply to the mtezpretatmn or enforcement of thls‘ '
Purchase Contract. S

19. * Laws Incorporated by Reference. The full text of the laws listed in this Appendix, -
' ‘mcludmg enforcement and penalty provisions, are incorporated into this Purchase Contract by
reference. The full text of the San Francisco Municipal Code provisions incorporated by reference
in this Appendix are available at www.sfgov.org under “Open Gov.” '
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20, S_uéar—Sweeténéd Beverage Prohibition. Rach Undérwriter agrees that they will not
“sell, provide, or otherwise distribute Sugar-Sweetened Beverages, as defined by San Francisco
Administrative Code Chapter 101, as part of its performance of this Purchase Contract.

21. - Fimst Souree Hiring Program. ~Each Underwriter must comply with all of the
provisions of the First Source Hiring Program, Chapter 83 of the San Francisco Administrative
Code, that apply 1o this Purchase Contract, and each Underwnter is subJ ect to the enforcement and-
penalty provisions in Chapter 83. : :
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SCHEDULE I
. MATURITY SCHEDULE

$
Certificates of Participation, Series 2019-R1

Maturity Date  Principal °  Interest

© (April D) - Amount Rate - Yield
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EXHIBIT A

FORM OF ISSUE PRICE CERTIFICATE



FORM OF UNDERWRITER’S CERTIFICATE
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EXHIBIT B

$ "

CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF
PARTICIPATION, SERIES 2019-R1

(CAPITAL PROJECTS)

FORM OF CERTIFICATE OF THE CITY

The undersigned ’ and , respectlvely,

- of the City and County of San Franc1sco (“the City™), acting in their official capacities, hereby

certify as follows in connection with the execution, delivery and sale of the certificates of
participation captioned above (the “Certificates™):

1. The City is a chartered city and county duly organized and validly existing under
its Charter and the Constitution of the State of California (the “State™), with full right, power and
authority to (a) manage, control, hold and convey property for the use and benefit of the City, and
(b) enter into and perform all of the transactions contemplated by the the
Continuing Disclosure Certificate (the “Continuing Disclosure Certificate) executed by the City
and the Purchase Contract, dated _,20__(the “Purchase Contract”), between the City and

_ , acting on its behalf and on behalfof - , as imderwriters. The Continuing
Disclosure Certificate and the Purchase Contract are sometimes referred to in this Certificate as
the- “City Documents.” Capitalized terms not otherwise defined herein shall have the meanings
- assigned thereto in the Purchase Contract.

2. The persons named below are now, and at all times from and after 1,20 .
have been duly appointed and qualified officers of the City holding the offices of the City set forth
-opposite their respective names, and each of the undersigned certifies that the signature affixed

following the other of the undersigned’s name and office is the genuine signature of such person.

3. The representations and warranties of the City contained in the Purchase Contract
are true, complete and correct as of the Closing Date as if made on such Closing Date.

4. - The City has duly authorized the execution and delivery of the City Documents and
is authorized to perform the obligations on its part to be performed under the City Documents, and
each of the City Documents constitutes the legal, valid and binding obligation of the City

enforceable against the City in accordance with its respective terms.

5. Except for any information about book-entry or The Depository Trust Company,
included therein, as to which we express no opinion or view; as of the date thereof, the Official
Statement as of its date did not, and as of the date hereof, does not, contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary to make
the statements therein, in the light of the circumstances under which they ‘were made, not
misleading,
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6. The City is not in breach of or in default under any applicable law or administrative
regulation of the State or the United States of America or any applicable judgment or decree or
any loan agreement, note, ordinance, resolution, agreement or other fnstrument to which the City
is party or otherwise subject, which breach or default would in any way materially and adversely
affect the City Documents or the performance of any of the City’s obligations thereunder. No

‘event has occurred and is continuing that with the passage of time or giving of notice, or both, .
would constitute such a breach or default. The execution and delivery by the City of the City
Documents and compliance with the provisions thereof will not conflict with or constitute a breach
of or default under any law, administrative regulation, judgment, decree or any agreement or other
instrument to which the Cityis a party or is otherwise subject; nor will any such execution, delivery
or compliance result in the creation or imposition of any lien, charge, encumbrance or security
interest of any nature whatsoever upon any of the revenues, property or assets of the City, except
as expressly provided or permitted by the Ordinance.

7. No litigation is pending (with service of process having been accomplished) or, to
the knowledge of the undersigned, threatened (a) to restrain or’ enjoin the execution of or the
delivery of the Certificates, the execution of and -performance by the City under the City
Documents or the use and occupancy by the City of the Project (as defined in the Ordinance) or
(b) in'any way contesting or affecting the vahdlty of the Cemﬁcates the City Documents or the
performance by the City under the C1ty Docurnents.

8. There is no litigation pending (with service of process having been accomplished),
or, to the knowledge of the undersigned, threatened against the City or involving any of the
property or assets under the control of the City, including, without limitation, the Facilities that
involves the possibility of any judgment or uninsured liability which may result in any material
adverse change in the business, properties or assets or in the condition, financial, physlcal legal

~or otherwise, of the City or of the Facilities.
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9. The City does hereby certify that Ordinance No. adopted by the Board of
Supervisors of the Cityon ,20__ and signed by the Mayor of the City on , 20,
was duly adopted at proceedings duly conducted by the City and that such Ordinance is in full
force and effect and have not been amended, modified or rescinded as of the date hereof.

IN WITNESS WHEREOF, the undersigned have hereunto st their hands.

Dated: 2019

Name Office Signature



EXHIBIT C

FORM OF OPINION OF CITY ATTORNEY

-Gl
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EXHIBIT D

FORM OF SUPPLEMENTAL OPINION OF CO-SPECIAL COUNSEL



THIRD SUPPLEMENT TO TRUST AGREEMENT
‘ . by and between the
CITY AND COUN_TY OF SAN FRANCISCO
' an'd |

U.S. BANK NATIONAL ASSOCIATION
~ as Trustee

Dated as of [Dated Date]
. Relating to:

. $[Amount]
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2019-R1 -
(VIULTIPLE CAPITAL IMPROVEMENT PROJECTS)
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THIRD SUPPLEMENT TO TRUST AGREEMENT

. THIS THIRD SUPPLEMENT TO TRUST AGREEMENT, dated as of [Dated Date] (this -
“Third Supplement to Trust Agreement”), by and between the CITY AND COUNTY OF SAN
FRANCISCO, a municipal corporation organized and -existing under its charter and the
Constitution and laws of the State of California (the  “City”) and U.S. BANK NATIONAL :
ASSOCIATION, a national ba:nkmg asso<:1at10n as Trustee (the “Trustee”™); -

WITNESSETH

WHEREAS the Clty and the Trustee have prev1ously entered into a Property Lease

E _dated as of May 1, 2009 (the “Original Property lease”), pursuant to . which the City has leased

certain real property:and all works, property, 1mprovements Structures and ﬁxtu:ces thereon
(collectively the “Leased Property”) to.the Trustee -

WHEREAS, pursuant toa PIOJeot Lease, dated as of May 1, 2009 by and between the
City and the Trustee (the “Original. PIOJect Lease™), the Trustee has leased the Leased Property :
back to the City; :

WHEREAS, i order to provrde funds to finance the acquisition, demohtlon
" congtruction, reconstruction, installation, équipping, improvement and rehabilitation of a
"hospltal and related property located at 375 Laguna Honda Boulevard (the “2009A Proj ect”), the .
" Trustee executed and delivered certificates of participation captioned “$163,335,000 City and
County of "San Francisco Certificates of Participation, Series 2009A (Multiple Capital
Improvement Projects)” (the “2009A Certificates”) ander a Trust Agreement dated as of May 1,
2009, between the City and the Trustee (the “Ongmal Trust Agreement’ ); - S

WHEREAS, the 2009A Certlﬁcates evidence direct undlvrded interests in the lease‘
payments made by the City under the Ongmal Project Lease

* WHEREAS, in order to prov1de funds to ﬂnance improvements to various City streets
and other capital improvements (the “2009B Project” and, together with the 2009A Project, the
- “2009 Project”), the Trustee subsequently executed and delivered a series of certificates of
participation captioned “$37,885,000 City and County of San .Francisco Certificates of
Participation, Series 2009B (Multiple Capital Tmprovement Projects)” (the “2009B Certificates™ -
and, together with the 2009A Certificates, the “Refunded Certificates™) under. a First
- Supplement to Trust Agreement dated as of September 1, 2009 (the “First Supplement to Trust
Agreement”),

,WHEREAS, in connection with the execution and delivery of the 2009B -Certiﬁcates, the

City and the Trustee have previously entered into a First Supplement to Property Lease, dated as

of September 1, 2009 (the “First Supplement to Property Lease”), supplementmg the Original

Property Lease to provide for additional rental to be paid by the Trustee in connection Wlth the
financing of the 2009B Project and certain related matters

WHEREAS in connection therewith,’ the City and the Trustee simultaneously entered -

into a First Supplement to Project Lease, dated as of September 1, 2009, by and between the
Clty and the Trustee (the “First Supplement to Project Lease™), supplementmg the Original
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Project Lease to provide for additional Base Rental to be paid by the City in connection with the
financing of the 2009B Project and certain related matters;

WHEREAS, the 2009B Certificates were executed and delivered as Additional -
Certificates pursuant to Section7.04 of the Original Trust Agreement, and evidence direct
undivided interests in the lease payments made by the City under the Original Project Lease, as

supplemented by the First Supplement to Project Lease, on a parity basis with the 2009A
Certificates;

WHEREAS, in order to provide funds for certain street improvements of the City, the
Trustee subsequently executed and delivered a series of certificates of participation captioned
“$42,835,000 City and County of San Francisco Certificates of Participation, Series 2012A
(Multiple Capital Improvement Projects)” (the “2012A Certificates”) under a Second

Supplement to Trust Agreement dated as of June 1, 2012 (the “Second Supplement to Trust
" Agreement”);

WHEREAS, in connection with the execution and deliy ery of the 2012A Certificates, the
Clty and the Trustee have previously entered into a Second Supplement to Property Lease, dated
as of June 1, 2012 (the “Second Supplement to Property Lease”), supplementing the Original
Property Lease to provide for additional rental to be paid by the Trustee in connection with the

financing of the 2012A Project and certain related matters;

WHEREAS, in connection therewith, the City and the Trustee simultaneously entered
into a Second Supplement to Project Lease, dated as of June 1, 2012, by and between the City
and the Trustee (the “Second Supplement to Project Lease™), supplemenﬁng the Original Project
Lease to provide for additional Base Rental to be paid by the City in comlectlon with the
financing of the 2012A Project and certam related matters;.

_ ‘WHEREAS, the 2012A Certificates were executed and delivered as Additional
Certificates pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct
undivided interests in the lease payments made by the City under the Original Project Lease, as
supplemented by the First Supplement to Project Lease and the Second Supplement to Project
Lease, on a parity basis with the 2009A and 20098 Certificates;

WHEREAS, the City desires to provide for the acquisition:of capital equipment,
including mechanical street sweepers and other capital expenditures (as further descnbed herein, -
 the “2019-R1 Proj ect”)

WHEREAS in order to prov1de funds for the 2019-R1 PIOJect and the prepayment of the
Refunded Certificates, the Trustee is executing and delivering a series of certificates of
participation captioned “$ City and County of San Francisco Refunding Certificates
of Participation, Series 2019-R1 (Multiple Capital Improvement Projects)” (the “2019 Rl
Certificates”) under this Third Supplement to Trust Agreement;

WHEREAS, in connection with the execution and delivery of the 2019-R1 Certificates,
the City and the Trustee are enteting into a Third Supplement to Property Lease, dated as of
[Dated Date] (the “Third Supplément to Property Lease”), supplementing the Original Property
Lease to provide for additional rental to be paid by the Trustee in connection with the financing
of the 2019-R1 Project and prepayment of the Refunded Certificates and certain related matters;
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WHEREAS, i connection therewith, the City and the Trustee are simultaneously
entering into a Third Supplement to Project Lease, dated as of [Dated Date] (the “Third
Supplement to Project Lease™), supplementing the Original Project Lease to provide for
additional Base Rental to be paid by the City in connection with the financing of the 2019-R1
- Project and prepayment of the Refunded Certlﬁcates and certain Iclated matters;

WHEREAS, the 2019-R1 Certificates are bcmg executed ard delivered as Additional
Certificates pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct
undivided interests in the lease payments made by the City under the Original Project Lease, as
supplemented by the First Supplement to Project Lease, the Second Supplement to Project Lease
and the Third Supplement to Project Lease, on a parity basis with the 2012A. Certificates;

WHEREAS, the City and the Trustee also desire by this Third Amendment to Trust
. Agreement to amend certain provisions of the Original Trust Agreement to cure an ambiguity and to
make certain modifications that do not adversely affect the interests of the Owners of the 2012A

Certificates, as permitted by Section 7.01 of the. Orniginal Trust Agreement; and )

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereto agree to supplement the Original Trust Agreement as follows:

Section 1. Definitions. Capitalized terms used herein without definition shall have
‘the meanings as set forth in the Original Trust Agreement. The defined term “Project” shall be
deemed to include the 2019-R1 Project as described in Exhibit B hereto. The followmg
capitalized terms used herein are hereby defined as follows: :

“Refunded Certificates” means the 2009A Certificates and the 2009B Certificates.

“2009A. Certificates” means the City and County of San Francisco Certificates of
Participation, Series 2009A (Multiple Capital Improvement Projects).

“2009B Certificates” means the City and County of San Francisco Certificates of
Participation, Series 2009B (Multiple Capital Improvement Projects). ‘

“2019-R1 Certificates” means the certificates of participation captioned ‘City and
County of San Francisco Refunding Certificates of Participation, Series 2019-R1 (Multiple
Capital Improvement Projects)” authorized hereby and at zmy time Outstandmg hereunder.

“2019-R1 Costs of Issuance Account” means the account of that name cstabhshcd
pursuant to Section 4 hereof.

“2019-R1 Project Account” means the account of that name established pursuant to
Section 5 hereof.

. “2009A. Escrow Agreement” means that certain Escrow Agreement (Series 2009A),
dated as of [Dated Date], by and between the Trustee and the Clty, relating to the prcpaymcnt
and defeasance of the 2009A Certificates. :

“2009B Escrow Agrccment” means that certain Escrow Agreement (Series 2009B),

dated as of [Dated Date], by and between the Trustee and the Clty, relating to the prepayment
and defeasance of the 2009B Certificates. .
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~ “2009A Refunding Fund” means the fund of that name established pursuant to Section 5
hereof.

“2009B Refunding Fund” means the fund of that name established pursnant to Section 5
hereof. -

Section 2. Authorization, Designation and Description of the Additional
Certificates. The Trustee is hereby authorized and directed to execute and deliver the 2019-R1
Certificates as a series of Additional Certificates to the original purchaser or purchasers thereof.
The 2019-R1 Certificates shall be designated as “City and County of San Francisco Refunding
Certificates of Participation, Series-2019-R1 (Multiple Capital Tmprovement Projects)” which
shall be executed and delivered in the aggregate principal amount of § . Bach 2019-
R1 Certificate shall be executed and delivered in fully registered form and shall be numbered as
determined by the Trustee. The 2019-R1 Certificates shall be dated [Dated Date]. The 2019-R1
Certificates shall be executed and delivered in Authorized Denominations, and shall initially be

executed and delivered in book-entry form pursuant to Section 2.11 of the Orginal Trust
Agreement.

The 2019-R1 Certificates shall be Additional Certificates under the Original Trast
Agreement delivered in accordance with Section 7.04 thereof and representing Base Rental on a
parity basw with the 2012A Certificates.

The 2019-R1 Certificates shall have Certificate Payment Dates of April  in the years
and shall evidence and represent principal components in the amounts, with an interest
component with respect thereto calculated on the basis of a 360-day year composed of twelve
30-day months at the rates, as follows:

Certzf' cate Payment Date ,
(April 1) Principal Amount - . Interest Rate

T Term Certificates

The interest evidenced and represented by the 2019-R1 Certificates shall Be payable on
each Interest Payment Date, beginning on | 20, and continuing to and including
their Certificate Payment Dates or on prepayment prior thereto and shall evidence and represent
the sumr of the portions of the Base Rental designated as interest components coming due on
such date in each year.
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The principal evidenced and represented by the 2019-R1 Certificates shall be payable on
April 1, 20__ and each April thereafter, continuing to and including [April 1, 2035] and shall
evidence and represent the sum of the portions of the Base Rental Payments designated as
principal components coming due on each April 1.

The 2019-R1 Certificates with Certificate Payment Dates of April 1, 20 and April 1;
20__ shall be subject to mandatory sinking account installment prepayment as set forth in
Section 7(c). :

Section 3.  Application of Sale Proceeds of the 2019-R1 Certificates. Upon the
Closing Date with respect to the 2019-R1 Certificates, an amount of proceeds from the sale
thereof equal to §  (calculated as the prmmpal amount represented by the 2019-R1
Certificates ($ ), [plus/less] a [net/aggregate] original issue [premium/discount] of

3 , less an underwriter’s discount of $ ), shall be dchvered to the Trustee
and dep081t€d by the Trustee ag follows:

. ) The Trustee shall deposit into the 2019-R1 Costs of Issuance Account the
sum of $ . Such amount shall be held in the 2019-R1 Costs of Issuance Account
separate from any other moneys in the Costs of Issuance Fund.’

2 The Trustee shall deposit into the 2019-R1 Project Account the sum of - .
$ : . Such amount shall be held in the 2019-R1 Project Account separate from any
other moneys in the Project Fund and apphed to fund costs of the 2019-R1 Project in accordance
, Wlth Section 5(a) beloW

(3)  The Trustee shall deposit into the 2009A Reﬁlndmg Fund the sum of
$ , together with § -~ -on deposit in the funds and accounts maintained for the
2009A Certlﬂcates and released in connection with their prepayment. -Such amount shall be
applied to prepay the outstanding 2009A Certificates in accordance with Section 5(b) below.

“) The Trustee shall deposit into the 2009B Reﬁmdiﬁg Fund the sum of
3 , together with § on deposit in the funds and accounts maintained for the
2009B Certificates and released in connection with their prepayment. Such amount shall be
applied to prepay the outstanding 2009B Certificates in accordance with Section 5(c) below.

Section 4. Establishment and Application of 2019-R1 Costs of Issuance Account.
There is hereby established in trust a special account designated as the “2019-R1 Costs of
Issuance Account,” which shall be held by the Trustee and which shall be kept- separate and
apart from all other funds and money held by the Trustee. The Trustee shall administer such
account as provided herein. .

There shall be deposited in the 2019-R1 Costs of Issuance Account that portion of the
proceeds of the 2019-R1 Certificates required to be deposited therein pursuant to Section 3
héreof. The Trustee shall disburse money from the 2019-R1 Costs of Issuance Account on such
dates and in such amounts as are necessary to pay Costs of Issuance with respect to the 2019-R1
Certificates, in each case, promptly after receipt of, and in accordance with, a Written Request
of a City Representative in the form attached to the Original Trust Agreement as Exhibit B.
Any amounts remaining in the 2019-R1 Costs of Issuance Account on the earlier of the date on
which a City Representative has notified the Trustee in writing that all Costs of Issuance with
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respect to the 2019-R1 Certificates have béen paid or the date twelve months from the Closing
Date shall be transferred by the Trustee to the 2019-R1 Project Account or such other fund or

account that has been approved in writing by a City Representatwe and the 2019- Rl Costs of
Issuance Account shall then be closed

Section 5. Establishment and Application of 2019-R1 Pro;ec’c Account, 2000A .
Refunding Fund and 20098 Refunding Fund.

(a) - 2019-R1 Project Account. There is hereby established in trust a special account
-designated as the “2019-R1 Project Account,” which shall be held by the Trustee and which

shall be kept separate and apart from all other funds and money held by the Trustee. The Trustee
shall administer such account as provided herein.

The Trustee shall, from time to time, disburse mohey from the 2019-R1 Proj ect Account
to pay Project Costs with respect to the 2019-R1 Project, as hereinafter provided, in each case
promptly after receipt of, and in accordance with, a Written. Request of the City in the form
attached to the Original Trust Agreement as Exhibit C. Bach officer of the City required to
execute such Written Request shall have full authority to execute such Written Request without
any turther approval of the Board of Supervisors of the City.

In making such payments, the Trustee may rely upon the representations made in the
requisition of the City: therefor in the form set forth in ExhibitC to the Original Trust
Agreement. If for any reason the City should decide prior to the payment of any item in said
requisition not to pay such item, then it shall give written notice of such decision to the Trustee
and thereupon the Trustee shall not make such payment, and the Trustee shall have no liability
to the City or the designated payee as a result of such nonpayment. In no event shall the Trustee
be responsible for the adequacy or the performance of any construction and similar contracts

relating to the 2019-R1 Project or for the use or apphcatlon of money properly disbursed
pursuant to requests made under this Section.

If, after payment by the Trustee. of all requisitions theretofore tendered to the Trustee
under the provisions of this Section, and delivery to the Trustee of a Written Certificate of the
City to the effect that all Project Costs with respect to the 2019-R1 Project have been paid and
that the 2019-R1 Project has been substantially completed i the form of Exhibit D tothe
Original Trust Agreement, there remains any balance of money in the 2019-R1 Project Account,

all money so remaining shall be transferred as directed by the City after consultation with Bond
Counsel

Notwithstanding any other provision of this Third Supplement to Trust Agreement or the
Original Trust Agreement, including in particular, Section 4.16 of the Original Trust Agreement,
the City may, in its sole discretion and at any time, direct the Trustee to transfer moneys on
deposit in the 2019-R1 Project Account representing investment earnings on amounts therein to
the Base Rental Fund if the City determines, in its sole discretion, that such moneys will not be
needed for the improvement of the 2019-R1 Project. The Trustee shall make such transfer upon
the receipt of a request executed by a City Representative directing it to make such transfer.

(b)  2009A Refunding. Fund. The Trustee shall establish, maintain and hold
hereunder a separate fund known as the “2009A Refunding Fund,” which shall be maintained -
and accounted for by the Trustee so long as any moneys are on deposit therein. The moneys in
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the 2009A Refunding Fund shall be held by the Trustee and applied to prepay the outstanding
2009A. Certificates pursuant to the 2009A Escrow Agreement. Any balance remaining in the
2009A Refunding Fund following such application of moneys shall be transferred to the 2019~
R1 Project Account, whereupon the 2009A Refunding Fund shall be closed. '

(c) 2009B Refunding Fund. The Trustee shall establish, maintain and hold |
hereunder a separate fund known as the “2009B Refunding Fund,” which shall be maintained
-and accounted for by the Trustee so long as any moneys are on deposit therein. The moneys in
the 2009B Refunding Fund shall be held by the Trustee and applied to prepay the outstanding .
2009B Certificates pursuant to the 2009B Escrow Agreement. Any balance remaining in the
2009B 'Refunding Fund following such application of moneys shall be transferred to the
2019-R1 Project Account, whereupon the 2009B Refunding Fund shall be closed.

Such applications of moneys under subsections (b) and (c) above shall constitute the
advance rental prepayment by the Trustee under the Original PIO_] ect Leage, as supplemented by
the First Supplement to Proj ect Lease.

Section 6. 2019-R1 Reserve Requirement. The Reserve Requirement for the
2019-R1 -Certificates shall be zero dollars ($0.00). Amounts on deposit in the Reserve Fund,
incliding -without limitation the 2012A Reserve Account therein, shall not be available to
support payments with respect to the 2019-R1 Certificates.

Section 7. Prepayment of 2019-R1 Certificates. The 2019-R1 Certificates shall be
subject to prepayment prior to their stated Certificate Payment Dates only as set forth below:

(a) Optional Prepayment of 2019-R1 Certificates. The 2019-R1 Certificates with a
Certificate Payment Date on or after | |, are subject to optional prepayment.prior to
their respective Certificate Payment Dates in “whole or in part on any date on or after
T 1, at the option of the City, in the event the City exercises its option under Section 7
of the Project Lease to prepay the principal component of the Base Rental payments, at the
following prepayment prices (expressed as a percentage of the principal component to be
prepaid), plus accrued interest to the date fixed for prepayment, w1thout p;relmum

In the event the City gives notice to the Trustee of its intention to exercise Such optlon
but fails to deposit with the Trustee on or prior to the prepayment date an amount equal to the
prepayment price, the City will continue to pay the Base Rental paymcnts as if no such notice
were given.

(b) Sinking Account Installment Prepavment of 2019-R1 Certificates. The 2019-R1
Certificates with a Certificate Payment Date of April 1, 20, are subject to sinking account

mmstallment prepayment prior to their Certificate Payment Date in part, by lot, on each April 1,

‘beginning April 1, 20, in the amounts set forth below, from scheduled payments of the
principal component of Base Rental payments, at the principal amount of the 2019-RI1
Certificates to be prepaid, plus accrued interest to the prepayment date, without premium:
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Prepayment Date . ‘ Sinking Account
(April 1) ,  Installment Amount

The 2019-R1 Certificates with a Certificate Payment Date of April 1,20, are subject to
sinking account installment prepayment prior to their Certificate Payment Date in part, by lot, .
on each Aprill, beginning April 1, 20_ , in the amounts set forth below, from scheduled
payments of the principal component of Base Rental payments, at the principal amount of the

2019-R1 Certificates to be prepaid, plus accrued interest to the prepayment date, without
premium:

'Prepayment Date : : Sinking Account
(April 1) ’ Installment Amount

(c) Special Prepayment of 2019-R1 Certificates. The 2019-R1 Certificates are
subject to mandatory prepayment prior to their respective Certificate Payment Dates in whole or
In part on any date, at the Prepayment Price (plus accrued but unpaid interest to the prepayment
date), - without premium, from amounts deposited in the Base Rental Fund pursuant to
Section 4.09 or Section 4.10 of the Original Trust Agreement following an event of damage,
destruction or condemnation of the Leased Property or any portion thereofor loss of the use or
possession of the Leased Property or any portion thereof due to a title defect. Such mandatory
prepayment of Base Rental shall be applied pro rata among all series of Certificates.

Section 8. 2019-R1 Rebate Account. There is hereby established within the Rebate

Fund a special account designated the “2019-R1 Rebate Account,” which shall be held by the -
Trustee and which shall be kept separate and apart from all other accounts and money held by

the Trustee. Amounts received by the Trustee as Additional Rental with respect to any rebate
requirement for the 2019-R1 Certificates as set forth in wiitten instructions of a "City
Representative in accordance with the provisions of the Tax Certificate shall be deposited in the
2019-R1 Rebate Account. Amounts on deposit in the 2019-R1 Rebate Account shall only be
applied to payments made to the United States of America in accordance with written

mstructions of a City RepresentatWe or retumed to the City as dJIected in writing by a City
Representative.
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Section 9. Addition of Artlcle XII. The Ongmal Trust Agreement is hereby amended
and supplemented by adding thereto an additional Article as follows:

ARTICLE X]].
SERIES 2019-R1 CERTIFICATES

Section 12.01. Applicability of Provisions. The provisions-of this Article shall be
applicable only to the Series 2019-R1 Certificates. Sections 4.17 and 8.06 of this Trust
Agreement shall not be applicable to the Series 2019-R1 Certificates.

~Section 12.02. Tax Covenants. Notwithstanding any other provision of this Trust
Agreement, absent an Opinion of Counsel that the exclusion from gross mcome of interest on
the 2019-R1 Certificates will not be adversely affected for federal income tax purposes, the
City covenants to comply with all applicable requirements of the Code necessary to preserve
such exclusion from gross income and specifically covenants, W1thout limiting the generality
of the foregoing, as follovvs

(a) Private Activity. The City will not-take or omit to take any action or
make any use of the proceeds of the 2019-R1 Certificates or of any other moneys or
property which would cause the Certificates to be “private activity bonds” within the

g meaning of Section 141 of the Code.

(b)  Arbitrage. The City will not make any use of the proceeds of the
Certificates or of any other amounts or property, regardless of the source, or take or
omit to take any action which would cause the 2019-R1-Certificates to be “arbitrage
bonds” within the meaning of Section 148 of the Code.

(c) F ederal Guarantee. The City will not make any use of the proceeds

of the 2019-R1 Certificates or take or omit to take any action that would cause the

“2019-R1 Certificates to be “federally guaranteed” within the meaning of
Section 149(b) of the Code. :

(d)  Information.Reporting. The City will take or cause to be.taken'a]l
necessary action to comply with the mformahonal reporting requirement of
Section 149(e) of the Code.

(e) Miscellaneous. The City will not take any action inconsistent with its
expectations stated in any Tax Certificate executed with respect to the 2019-R1
Certificates. The City will comply with the covenants and requirements stated in any
Tax Certificate executed with respect to the 2019-R1 Certificates.

This Section and the covenants set forth herein shall not be appﬁeabie to, and nethjng
. contained herein shall be deemed to prevent the City from issuing Certificates the interest on
which has been determined by the City to be subject to federal income taxation.

Section 12.03. Rebate Fund.

(a)  Maintenance of Rebate Fund. The Trustee shall maintain within the
Rebate Fund, when needed, separate accounts (solely from amounts deposited by the |

5
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City) designated the “Rebate Account” and the “Alternative Penalty Account.”
" Absent an Opinion of Counsel that the exclusion from gross income for federal
income tax puiposes of interest on the 2019-R1 Certificates will not be adversely
affected, the City shall cause to be deposited in each such account of the Rebate Fund
such amounts as are required to be deposited therein pursyant to this Section and the .-
Tax Certificate. All money at any time deposited in the Rebate Fund shall be held by
the Trustee in trust for payment to the United States Treasury. All amounts on
- deposit in the Rebate Fund shall be govemed by this Section 12.03 and the Tax
Certificate, unless and-to the extent that the City delivers to the Trustee an Opinion of
- Counsel that the exclusion from gross mcome for federal income tax purposes of
interest on the 2019-R1 Certificates will not be adversely affected if such
Tequirements are not satisfied. Notwithstanding any other provision of this Trust
Agreement, the Trustee shall be- deemed conclusively to have complied with this
Section 12.03 arid the Tax Certificate if it follows the directions set forth in any
~ Written Request of the City or Certificate of the City and shall be fully protected in
so doing. The Trustee shall have no independent responsibﬂi’cy to, or liabihty :
resulting from its failure to, enforce compliance by the City with the terms of this
Section 12.03 or the Tax Certificate. °

(b) . Rebate Account. The following requirements shall be satisfied with
respect to the Rebate Account:

6] -Annual Computation. Within 55 days of the end of each
Certificate Year, the City shall calculate or cause to be calculated the amount
of rebatable arbitrage, i accordance with Section 148(£)(2) of the Code and
. Section 1.148-3 of the Rebate Regulations (taking into account any applicable
- exceptions with respect to the computation of the rebatable arbitrage,
described, if applicable, in the Tax Certificate (e.g, ‘the temporary
investments exceptions of Section 148(f)(4)(B) and (C) of the Code), and
taking into account whether the election pursuant to Section 148(£)(4)(C)(vii)
- of the Code (the “1%2% Penalty”) has been made), for this purpose treating the
last day of the applicable Certificate Year as a computation date; within the
meaning of Section 1.1481(b) of the Rebate Regulatmns (the “Rebatable
Arbitrage”). The City shall obtain expert advice as to the amount of the
Rebatable Arbitrage to comply with this Section 12.03. '

()  Annual Transfer. Within' 55 days of the end of each
applicable Certificate Year, upon receipt of the Written Request of the City,
an amount shall be deposited to the applicable Rebate Account by the Trustee
from [paymeunts] specified by the City in the aforesaid Request, if and to the
extent required. so that the balence in the Rebate Account shall equal the
amount of Rebatable Arbitrage so calculated in accordance with (i) of this
Subsection (b). In the event that immediately following the transfer required
by the previous sentence, the amount then on deposit to the credit of a Rebate -
Account exceeds the amount required to be'on deposit therein, upon receipt of
a Written Request of the City, the Trustee shall withdraw the excess from the

- applicable Rebate Account and then credit the excess to the [Base Rental
TFund]. '
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(i)  Payment to the Treasury. The Trustee shall pay, as directed
by Written Request of the City, to.the United States Treasury out of amounts
in the Rebate Account,

(A)  Not later than 60 days after the end of (A) the fifth
‘Certificate Yedr, and (B) each applicable fifth Certificate Year .
thereafter, an amount equal to at least 90% of the Rebatable Arbitrage
as set forth in a Certificate of the City delivered to the Trustee
. calculated as of the end of such Certificate Year; and

(B)  Not later than 60 days afer the payment of all the
2019-R1 Certificates, an amount equal to 100% of the Rebatable
Adbitrage as set forth in a Certificate of the City delivered to the
Trustee calculated as of the end of such applicable Certificate Year,
and any income attributable to the Rebatable Arbitrage, as set forth in
a Certificate of the City delivered to the Trustee computed In
accordance with Section 148(f). of the Code.

Tn the event that pnor to the time. of any pdymenc required to be made
from a Rebate Account, the amount in such Rebate Account is not sufficient
to make such payrment-when such payment is due, the City shall calculate or -
cause to be- calculated the amount of such deﬂcicncy and deposit with the
Trustee an amount received from any legally available source equal to such
deficiency prior to the time such payment is due. Each payment required to
be made pursuant to this subsection (b) shall be made to the Intemnal Revenue
Service Center, Ogden, Utah 84207 on or before the date on which such

. payment is due, and shall be accompanied by Internal Revenue Service Form
8038 T (which form shall be completed and provided by the City to the
Trustec) or shall be made in such other manner as provided under the Code, '
in each case as specified in a Written Request of the City delivered to the
Trustee. :

"(c) - Alternative Penalty Account.

D Six Month Computation. If the 1%% Penalty has been
- elected, within 85 days of each particular Six’' Month Period, the City’ shall
determine or cause to be determined whether the 1%4% Penalty is payable
(and the amount of such penalty) as of the close of the applicable Six Month
Penod The City shall obtain expert advice in makmg such determinations.

(i)  Six Month Transfer. Within 85 days of the close of each Six

Month Period, upon receipt of the Written Request of the City, the Trustee
shall deposit in the applicable Alternative Penalty Account from any source
of funds (specified by the City in the aforesaid Request), if and to the extent
required, so that the balance in the Alternative Penalty Account equals the
amount of 1%4% Penelty (as specified in such Request) due and payable to the
United States Treasury determined by the City as provided in subsection (c)(i)
above. In the event that immediately following the transfer provided in the

_ previous sentence, the amount then on deposit to the credit of an Alternative
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Penalty Aceoumt exceeds the amount required to be on deposit therein to
make the payments required by subsection (c)(iii) below, the Trustee,
pursuant to a Certificate of the City, may withdraw the excess from such
Alternative Penalty Account and credit the excess to the [Base Rental Fund).

(i)  Payment to the Treasury. The Trustee shall pay, as directed
-by Written Request of the City; to the United States Treasury, out of amounts
in the Alternative Penalty Account, not later than 90 days after the close of
" each Six Month Period the 1%% Penalty (as specified by the City in the
~aforesaid Request), if applicable and payable, computed by the City in
accordance with Section 148(f)(4) of the Code. In the event that, prior to the
time ‘of any payment required to be made from the Alternative Penalty
Account, the amount in such account is not sufficient to make such payment
when' such payment is due, the City shall calculate .the amount of such
deficiency and deposit with the Trustee an amount received from any legally
_ available source of funds equal to such deficiency for transfer into the
Alternative Penalty Account prior to the time such payment is due. FEach
payment required to be made pursuant to this subsection (c)(iii) shall be made
to the Internal Revenue Service, Ogden, Utah 84207 on or before the date on
which such payment is due, and shall be accompanied by Internal Revenue -
Service Form 8038 T {which form shall be completed and provided by the

City to the Trustee) or shall be made n such other manner as provided under
the Code.

(d)  Disposition” of Unexpended Funds. Any funds remaining in the.
accounts of the Rebate Fund after redemption and payment of the 2019-R1
Certificates and the payments of all amounts described in subsection (b)(iii) or (e)(m)
(whichever is applicable) or provision made therefor “satisfactory to the Trustes, -
including accrued interest and payment of all applicable fees to the Trustee, may,
upon written request, be withdrawn by the Trustee and remitted to’ the City and
utilized in any manner by the City. :

" (e).  Survival of Defeasance. Notwithstanding anythiﬁg‘in this Section to
the contrary, the obligation to comply with the requirements of thls Seetlon shall .
survwe the defeasanee of the 2019 -R1 Cemﬁcates '

® Trustee. The. Trustee shall have no responsibility to monitor or

' calculate any amounts payable to the U.S. Treasury puxsuant to this Section and shall

be deemed conclusively to have comphed with its obligafions hereunder if it fo]lows
the written instructions of the Clty given pursuant to this Section. ‘

Seetmn 10. . Amendment to Orlgmal Trust Agreement

(a) The definition of “Reserve Requnement”_ in the Ongmal Trust Agreement is
amended and Iestated in its entirety to read as follows:

\

“Rese:ve Requirement” means, for the 2012A Certificates, as of any date
of calculation, the least of (1)-the maximum annual principal and interest payable
with respect to the 2012A Certificates in the then current Fiscal Year or any

12
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future Fiscal Year, (i) 125% of average ammual principal and interest payable =
with respect to the 2012A Certificates payable in each Fiscal Year between the
- ‘date of calculation and the last  Certificate Payment Date of the 2012A

Certificates or (iii) 10% of the principal amount of 2012A Certificates originally
executed and delivered. For any Certificates other than the 2012A Certificates,
including the 2019-R1 Certificates, the Reserve Requlrement shall be zéro dollars -

. ($0.00) or such greater amount as may be designated in a supplement to the
Original Trust Agreement executed in oomlectmn with the execution and delivery

. of such series of Certlﬁca’ces : :

“(b) Section 11.01(b)(ii) of the Ongmal Trust Agreement is hereby amended and restated
m its entirety to read as fo]lows ’ :

(i) by depositing with the Trostee, in trust, cash (msu:ced at all times by
the ‘Federal Deposit Tnsurance Corporation or otherwise collateralized with .
Government Obligations) which, together with the amounts then on deposit in the
Base ‘Rental Fund and the Reserve Fund and dedicated to this purpose is fully
sufficient to pay on the Certlﬁcate Payment Date or earlier prepayment date thereof
all principal of, premium, if any, and interest due with respect thereto; or -

Section 11. Onglnal Trust Agreement Still in Effect. This Third Supplement to
_Trust Agrecment and all the terms and provisions herein contained shall form part of the
Original Trust Agreement as fully and with the same effect as if all such terms and provisions
had been set forth in the Original Trust Agreement, as amended and supplemented by the First
. Supplement to Trust Agreement and Second Supplement to Trust Agreement. The Original
"Trust‘Agreement is hereby ratified and confirmed and shall continue in full force and effect in
accordance with the terms and provisions thereof, as supplemented arid amended hereby and by
* the First Supplement to Trust Agreement and Second Supplement to Trust Agreement. '

Section 12. G‘roverni]u;c,r Law. This Third Sl‘lpple_melit'to Trust Agreement shall be
governed by and construed in accordance with the laws of the State of California.

Section13.  Counterparts. This Third Supplement to Trust Agreement may be

_ signed in several counterparts, each of which will constitute an. original, but all of which shall
constitute one and the sameinstrument.

[REMAINDER OF PAGE LEFT BLANK]"
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IN WITNESS WHEREOF, the partles hereto have executed this Third Supplement to Trust
Agreement as of the date first above written.

.CITY AND COUNTY OF SAN FRANCISCO

By

Mayor

APPROVED AS TO FORM BY:

~ DENNIS J. HERRERA,
CITY ATTORNEY

By:

Deputy City Attorney

U.S. BANK NATIONAL ASSOCIATION,
as Trustee

By:

Authorizéd Signatory

14
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EXHIBIT A
"FORM OF CERTIFICATE OF PARTICIPATION
' CITY AND COUNTY OF SAN FRANCISCO

"REFUNDING CERTIFICATE OF PARTICIPATION, SERTES 2019-R1
: (VIULTIPLE CAPITAL IMPROVEMENT PROJECTS)

Eﬁdencing'é Proportionate Tuterest of the
Ovmer Hereof in the Right to Receive
Base Rental Payments to be Made by the -
CITY AND COUNTY OF SAN FRANCISCO

Certificate | Original

Payment Date Interest Rate Certificate Date . CUSIP
April 1,20 ' 2019

REGISTERED OWNER:

PRINCIPAL AMOUNT

THIS IS TO CERTIFY THAT the registered owner identified above or Ieglstered
assigns, as the registered owner of this Certificate of Participation (the “Certificate”), is the
owner of a propoftionate interest in the right to receive Base Rental payments payable under a
Project Lease dated as of May 1, 2009, as supplémented by a First Supplement to Project Lease
dated-as of September 1, 2009, by a Second Supplement to Project Lease dated as of June 1,
" 2012, and by a.Third Supplement to PIOJoot Lease dated as of [Dated Date] (collectively, the
“Project Lease”), by and between the City and County of San Francisco (the “City”), a
municipal corporation, as lessee,. and U.S. Bank National Association, a national banking
association, as trustee (the “Trustee™).

The registered owner of this-Certificate is entitled fo receive, subject to the terms of the
Project Lease and unless sooner paid in full, on the Certificate Payment Date identified above,
the principal amount identified above, representing a portion of the Base Rental payments
designated as principal coming due on or prior to such date, and to receive on 1,
20__ and on each April I and October 1 thereafter (each, a “Payment Date”), until payment in
full of such principal sum, the registered owner’s proportlonate share of the Base Rental
payments designated as interest coming due on or prior to each of such dates. Such
proportionate share of the portion of the Base Rental designated as interest is the result of the
multiplication of the aforesaid portion of the Base Rental designated as principal by the interest
rate specified above. Such proportionate share of the portion of the Base Rental designated as
interest shall be. computed on the basig of.a 360-day year composed of 12 months of 30 days
each. ‘

Interest with respect to this Certificate shall accrue from the Certificate Payment Date
next preceding the date of execution hereof, unless (i) this Certificate is executed after the close
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_ of business on the 15th day of the month next preceding any Payment Date (the “Record Date”)
and before the close of business on the immediately following Payment Date, in which event
interest shall accrué with respect hereto from such Payment Date, or (ii) this Certificate is

- executed on or before the Record Date immediately preceding the first Payment Date, in which
event interest with respect hereto shall accrue from its Original Certificate Date set forth above;
provided, however, that if at the time of execution of this Certificate, interest with respect
hereto is in default, interest with respect hereto shall accrue from the Payment Date to which
interest has previously been paid or made available for payment or from its Original Certificate
Date if no interest has been pald or made available for payment.

Amounts due hereunder in respect of principal and premium, if any, are payable in
lawful money of the United States of America at the Principal Office of the Trustee (or any
successor Trustee or paying agent). Amounts representing interest are payable by check mailed
by first class mail to the owner of this Certificate at such owner’s address as it appears on the
registration books of the Trustee as of the Record Date, provided that the payment with respect
to the Certificates to each Owner of at least $1,000,000 aggregate principal amount of
Certificates shall be made to such Owner by ‘wire transfer to such wire address in the United
States that such Owner may request in writing for all Payment Dates following the 15th day
after the Trustee’s receipt of such notice. Payments of defaulted interest, if any, with respect to
this Certificate shall be paid by check to the registered owner of this Certificate as of a special
record date to be fixed by the Trustee, notice of which special record date shall be given to the
owner of this Certificate not less than 10 days prior thereto.

The City is authorized to enter into the Project Lease pursuant to the laws of the State.
The City has entered into the Project Lease for the purpose of leasing certain facilities (the
“Leased Property”) in connection with the performance of the City’s governmental functions.

This Certificate has been executed and delivered by the Trustee pursuant to the terms of
the Trust Agreement, dated as of May 1, 2009, as supplemented by a First Supplement to Trust
Agreement dated as of September 1, 2009, by a Second Supplement to Trust Agreement dated
as,of June 1, 2012, and by a Third Supplement to Trust Agreement dated as of [Dated Date]
(collectively, the “Trust Agreement”), by and between the City and the Trustee. Under the Trust
Agreement, the Trustee is authorized to execute and deliver the City and County of San
Francisco Refunding Certificates of Participation, Series 2019-R1 (Multiple Capital
Improvement Projects) in the aggregate principal amount of § . This Certificate
constitutes an Additional Certificate under the Trust Agreement delivered on parity with certain
outstanding certificates of participation. :

Reference is hereby made to the Project Lease and the Trust Agreement (copies of which
are on file at the offices of the Tristee) for a description of the terms on which the Certificates
are delivered, and the rights thereunder of the registered owners of the Certificates and the
rights, duties and immunities of the Trustee and the rights and obligations of the City under the
Project Lease, to all of the provisions of which the registered owner of this Certificate, by
acceptance hereof, assents and agrees.

*#  The obligation of the City to pay Base Rental does not constitute an obligation of the
City for which the City is obligated to levy or pledge any form of taxation or for which the City
has levied or pledged any form of taxation. The obligation of the City to pay Base Rental does
not constitute an indebtedness of the City, the State, or any of its political subdwmlons within
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the meamng of any constitutional or Stamtory debt limitation or restriction. The City’s
obligation to pay Base Rental shall be abated during any period in which, by reason of material
damage, destruction, condemnation, noncompletion or title defect, there is substantial
_ interference with the City’s right of use and occupancy of the Leased Property or any portion
thereof. Failure of the City to pay Base Rental during any such period shall not constitute a
default under the Project Lease, the Trust Agreement or this Certificate.

To the extent and in the maunner permitted by the terms of the Trust Agreement, the
provisions of the Trust Agreemient may be amended by the parties thereto with the written
consent of the owners of a majority in aggregate principal amount of Certificates (as defined in
the Trust Agreement) then outstanding. -The Trust Agreement may be amended without such
consent under certain circumstances provided that the interests of the owners of the Certificates
are not advelsely affected. No amendment shall impair the right of any owner to receive in any
case such owner’s proportionate share of any Base Rental payment in accordance with such
owner’s Certificate.

Registration of this Certificate is transferable by the registered owner hereof, in person or
by his attorney duly authorized in writing, at the aforesaid offices of the Trustee, but only in the
manner, subject to the limitations and upon payment of the charges provided in the Trust
Agreement and upon surrender and cancellation of this Certificate. Upon such registration of
transfer a new Certificate or Certificates, of authorized denomination or denominations, for the
same principal amount of Certificates (as defined in the Trust Agreement) will be issued to the
transferee in exchange therefor, The City and the Trustee may treat the registered owner hereof
as the absolute owner hereof for all purposes, whether or not this Certificate shall be overdue,
and shall not be affected by any notice to the confrary.

The Certificates are subject to optional prepayment, sPecml prepayment and mandatory
sinking account prepayment as provided in the Trust Agreement.

Notice of any prepayment shall be given to the respective owners of Certificates
designated for prepayment at their addresses appearing on the registration books of the Trustee
as of the close of business on the day before such notice is given. The Trustee shall give notice
by first-class mail, postage prepaid, at least 30 days but not more than 45 days prior to the
prepayment date. Such notice shall set forth, in the case of each Certificate to be prepaid only in
part, the portion of the principal thereof which is to be prepaid. Such notice may be conditional
and may be canceled as provided in the Trust Agreement. Neither failure to receive such notice
nor any defect in any notice so given shall affect the sufficiency of the proceedings for the
prepayment of such Certificates.

If this Certificate is called for prepayment and the principal amount of this Certificate
plus accrued interest due with respect hereto are duly provided therefor as specified in the Trust
Agreement, then interest shall cease to accrue with respect hereto from and aftcr the date fixed
for prepayment. '

The Trustee has no obligation or liability to the Certificate owners to make payments of
principal or interest with respect to the Certificates, except from amounts on deposit for such
purposes with the Trustee. The Trustee’s sole obligations are to administer the various funds and
accounts established under the Trust Agreement in accordance therewith, and, to the extent
provided in the Trust Agreement, to enforce the rights of the Trustee under the Project Lease.

A-17
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The Trustee has executed this Certificate solely in its capacity as Trustee under the Trust
Agreement.

The recitals of fact contained herein shall be taken as those of the City and not the
Trustee; and the Trustee does not warrant the accuracy of any recitals hereof.

This Certificate shall not be entitled to any benefit under the Trust Agreément or become
valid for any purpose until it has been duly executed and delivered by the Trustee.

 THE CITY HAS CERTIFIED, RECITED AND DECLARED that all things, conditions and
acts required by the Constitution and laws of the State and the Trust Agreement to exist, to have
happened and to have been performed precedent to and in the execution and the delivery of this

Certificate, do exist, have happened and have been performed in due time, form and manner, as
required by law. -

Unless this Certificate is presented by an authorized representative of The Depository Trust
Company to the Trustee for registration of transfer, exchange or payment, and any Certificate
executed and delivered is registered in the name of Cede & Co. or such other name as réquested by
an authonized representative of The Depository Trust Company and any payment is made to Cede &
Co., ANY TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY

OR TO ANY PERSON IS WRONGFUL since the reg13tered owner hereof, Cede & Co., has an
mterest herein.

- IN WITNESS WHEREOF, this Certificate has been executed and delivered by the Tmstee
acting pursuant to the Trust Agxecment

DATE OF EXECUTION: [Closing Date]

U.S. BANK NATIONAL ASSOCIATION, as Trustee

By:

Authorized Signatory -

A-18
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of this Certificate shall -
be construed as though they were written out in full according to applicable laws or regulations.

TEN COM _as tenants in common )
TEN ENT _as tenants by the entireties

JT TEN_as joint tenants with tight of survivorship and not as tenants in common. .

UNIF GIFT MIN ACT : Custodian

(Cust) (Minor)
under Uniform Gifts to Minors Act _
(State)

ADDITIONAL ABBREVIATIONS MAY ALSO BE USED
THOUGH NOT IN THE LIST ABOVE

- ASSIGNMENT

For value received the undersiémad hereby sells, assigns and transfers unto

(Name, Address and Tax Identification or Social Security Number of Assignee)

the within-registered Certificate and hereby . imrevocably  constitute(s) and appoints(s)
: o ' attorney, to transfer the same on the registration books of the
Trustee with full power of substitution in the premises. :

" Dated:

Signature Guaranteed:

Note: The signatures(s) on this Assignment  Note: ~Signature(s) must be guaranteed by an
* must correspond with the name(s) as written eligible gnarantor.
on the face of the within Certificate in every
particular without altercation or ‘enlargement
or any change whatsoever.
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EXHIBIT B

DESCRIPTION OF THE 2009-R1 PROJECT

[TO COME]
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RECORDING REQUESTED BY AND
WHEN RECORDED MAITL TO:

CITYAND COUNTY OF SAN FRANCISCO
Office of the City Attomey

City Hall

1 Dr. Carlton B. Goodlett Place, Room 234
San Francisco, California 94102

Attention: Mark Blake

THIRD SUPPLEMENT TO PROPERTY LEASE
By and Between the

THE CITY AND COUNTY OF SAN FRANCISCO,
as Lessor

and

US.BANK NATIONAL ASSOCIATION
as Lessee

Dated as of [Dated Date]

Relating to:

$[Amount]
) CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

NO DOCUMENTARY TRANSFER TAX IS DUE PURSUANT
TO REVENUE AND TAXATION CODE SECTION 11922
AND THIS DOCUMENT IS EXEMPT FROM RECORDING FEES
PURSUANT TO GOVERNMENT CODE SECTION 27383
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THIS THIRD SUPPLEMENT TO PROPERTY LEASE, dated as of [DATED DATE] (this
“Third Supplement to Property Lease”), by and between the CITY AND COUNTY OF SAN
FRANCISCO, a municipal corporation organized and existing under its charter and the Constitution
and laws of the State of California (the “City”), as lessor, and U.S. BANK NATIONAL
ASSOCIATION, a national banking association, solely in its capacfcy as Trustee under the
hereinafter defined Trust Agreement, as lessee (the “Trustee SR ,

WITNESSETH'

WHEREAS the City and the Trustee have previously entered into a Property Lease, dated as
of May 1, 2009, recorded in the Official Records of San Francisco on May 26, 2009, in Reel 7898,
Tmage 0416 DOC-2009-1769825-00 (thé “Original Property Lease™), pursuant to Whlch the City has
leased certain real property and all works, property, mprovements structures and fixtures thereon
(collectively, the “Leased Property”) to the Trustee;

WHBREAS the City and the Trustee have prevlously entered info a PIOJ ect Lease dated as

of Mavl 2009 (the “Original Project Lease™), under which the Trustee has leased the Leased
Property back to the City;

WHEREAS, in order to provide funds for certain capital improvements of the City consisting
of health care and assisted living facilities located at 375 Laguna Honda Boulevard in the City (the
“2009A Project”), the Trustee executed and delivered certificates of participation captioned -
“$163,335,000 City and County of San Francisco Certificates of Participation, Series 2009A
(Miultiple Capital Tmprovement Projects)” (the “2009A Certificates™) under a Trust Agreement, dated
as of May 1, 2009, between the City and the Trustee (the “Original Trust Agreement™);

WHEREAS, the 2009A Certificates evidence direct undivided interests in the lease payments
made by the City u:uder the Original Project Lease;

WHEREAS in order to provide funds for certain street improvements of the City (the
“2009B Project”), the Trustee subsequently executed and delivered a seres: of certificates of
participation captioned “$37,885,000 City and County of San Francisco Certificates of Participation,
Series 20098 (Multiple Capital Improvement Projects)” (the “2009B Certificates™ and, together with
the 2009A Certificates, the “Refunded Certificates”) under a First Supplement to Trust Agreement
.dated as of September 1, 2009 (the “First Supplement to Trust Agreement”);

WHEREAS, in connection with the execution and delivery of the 2009B Certificates,
pursuant to Section 5 of the Original Property Lease, the City and the Trustee have previously
entered into a First Supplement to Property Lease, dated as of September 1, 2009 (the “First
Supplement to Property Lease™), supplementing the Original Property Lease to provide for additional

- rental to be paid by the Trustee in connection with the financing of the 2009B Project and certain -

related matters;

WHEREAS, in connection therewith, the City and the Trustee simultaneously entered into a
First Supplement to Project Lease, dated as of September 1, 2009, by and between the City and the
‘Trustee (the “First Supplement to Project Lease”), supplementing the Original Project Lease to
provide for additional Base Rental to be paid by the City in connection Wlth the financing of the :
20098 Project and certain related matters;
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‘WHEREAS, the 2009B Certificates were executed and delivered as Additional Certificates
pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct undivided interests in
the Base Rental payments to be made by the City under the Original Project Lease, as supplemented
by the First Supplement to Project Lease, on a parity basis with the 2009A Certificates;

- WHEREAS, in order to provide fimds for certain street improvements of the City (the
“2012A Project”), the Trustee subsequently executed and delivered a series of certificates of
part101pat10n captioned “$42,835,000 City and County of San Francisco Certificates of Participation,
© Series 2012A (Multiple Capital Improvement Projects)” (the “2012A. Certificates”) under a Second

Supplement to Trust Agreement dated as of Jume 1, 2012 (the “Second Supplement to Trust
Agreement’ > :

WHEREAS, in connection with the execution and delivery of the 2012A: Certlﬁcates,
pursuant to Section 5 of the Original Property Lease, the City and ‘the Trustee- have previously
entered into a Second Supplement to Property Lease, dated as of June 1, 2012 (the *“Second
Supplement to Property Lease™), supplementing the Original Property Lease to provide for additional

rental to be paid by the Trustee in connectlon with the ﬁr\ancmg of the 2012A Project and certain
~ related matters .

WHEREAS in connection therewith, the City and the Trustee smmltaneously entered into a
Second Supplement to Project Lease, dated as of June 1, 2012, by and between the City and the
* Trustee (the “Second Supplement to Project Lease™), supplementmg the- Original Project Lease to

provide for additional Base Rental to be paid by the Clty in connection with the financing of the
2012A Proj ect and certain related matters; .

WHEREAS, the 2012A Certificates were executed and delivered as Additional Certificates
pursuant to Section 7. 04 of the Original Trust Agreement, and evidence direct undivided interests in .-
the Base Rental payments to be made by the City under the Ongmal Pro;ect Lease, as supplemented -

~ by the Second Supplement to Project Lease, on a panty basis with the 2009A Certificates and 20098
Certificates;

WHEREAS, the City desires to provide for the acquisition of capital equipment,

- . including street sweepers and other capital expenditures (as further described herein, the

“2019—R1 Project™);

WHEREAS, in order to prowde ﬁJIldS for the 2019-R1 PIO_]SCt and the prepayment of the
Refunded Certificates, the Trustes is executing and delivering a series of certificates of participation
captioned “$ City and County of San Francisco Refunding Certificates of Participation,
Series 2019-R1 (Multiple Capital Improvement Projects)” (the “2019-R1 Certlﬁcates”) under a Third
Supplement to Trust Agreement, dated as of [Dated Date], by and between the Clty and the Trustee:

WHEREAS, in connéction with the execution and delivery of the 2019-R1 Certificates,
pursuant to Section 5 of the Original Property Lease, the City and the Trustee are entering into this
Third Supplement to Property Lease, supplementmg the Original Property Lease to provide for
‘additional rental to be paid by the Trustee in connection with the financing of the 2019-R1 PI‘OJCGt
and prepayment of the Refiinded Certificates and certain related matters;

: " WHEREAS, in connectlon therew1th, the: City and the Tmste‘e are simultaneously entering
into a Third Supplement to Project Lease, dated as of [Dated Date] (the “Third Supplement to Project
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Lease”), supplementing the Original Project Lease to provide for additional Base Rental to be paid
by the City in connection with the financing of the 2019-R1 Project and prepayment of the Refunded
Certificates and certain related matters;.

WHEREAS, the 2019-R1 - Certificates are bemg executed and delivered as Additional
Certificates pursuant to Sectiori 7.04 of the Original Trust Agreement, and-evidence direct undivided
interests in the lease payments made by the City under the Original Project Lease, as supplemented
by.the First Supplement to Project Lease, the Second Supplement to Project Lease- and the Third

, Supplement to PIOJ ect Lease, on a parity ba31s with the 2012A Certificates; and

NOW, THEREFORE in cons1dera’uon of the mutual covenants and agreements herem
. contained, the parties hereto agree to supplement the Ongmal Property Lease as follows:

Section 1. Rent.- As addltlonal consideration to the City payable under Section 5 of the
Orlginzil Property Lease, the City and the Trustee hereby agree that the Trustee shall pay to the City
~ an advance rent in the amount of the net proceeds of the 2019-R1 Certificateés ag additioual'prepaid
rental and additional rent of $1 per year as consideration for this Third Supplemeént to Property Lease -

over its term. Such moneys are to be deposited in the Project Fund and other funds and accounts as - L

provided in the Third bupplement to Trust Ag:ce ement.

Section 2. Governing Law. Thls Tlnrd Supplement to Property Lease - ‘shall be
govemed by and construed in accordance w1th the laws of the State of California. :

Section 3. Counterparts This Thlrd Supplement to Property Lease may be s1gned mn
several counterparts, -each of which will constitute an ongmal but all of which shall constltute one
and the same mstrument :

[REMAINDER OF PAGE RFT BLANK].
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"IN WITNESS WHEREOF, the parties hereto have caused this Propetty Lease to be executéd'
and attested by their proper officers thereunto duly authorized, as of the day. and year first above

- writtén. -
" U.S. BANK NATIONAL AS SOCIATION,
. as Trustee ' '
By: . ;
' Authorized Signatory-
CITY AND COUNTY OF SAN FRANCISCO
By:
Mayor
[SEAL]
ATTEST: IR . -
By: . o
Clerk of the Board of Supervisors
APPROVED AS TO FORM:
DENNIS J. HERRERA
‘City Aftorney
By; . . .
Deputy City Attomey
4
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A notary public or other officer completing this éertiﬁcate verifies only the identity of the individual
who signed the document to Wthh this certificate is attached, and not the truthfulness, accuracy, or
validity of that document.

STATE OF CALIFORNTA | y

COUNTY OF % SS“

On | ' | before me, . ‘ * Notary Public;
: persona]ly. épbeared ‘ : ) ' , who proved

to me on the basis of satisfactory. svidence to be the person(s) ‘whose names(s) is/are subscnbed to
. the within instrument and acknowlédged to me that he/she/they executed the same in his/her/their .

- authon;ed capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of. which the person(s) acted, executed the instrument.

T certﬁ’v under PENAT TY OF PERJURY under the laws of the State of Cah:torma that the Iore,qomg |
paragraph is true and correct.

WITNESS my hand and ofﬁmal seal

SIGNATURE OF NOTARY PUBLIC
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A notary public or ofher officer completing this certificate verifies only the identity of the individual
who signed the document to which this certificate is attached, and not the truthfulness, accuracy, or
Vahd:xiy of that document.

'_STATE OF CALIFORNIA )

COUNTY OF % "

.On , ‘ before; me, . .' - - ] ,.Novta:q" Public,
personally appeared : , who ﬁrovad

to me on the basis of satisfactory evidence to be the person(s) whose names(s) is/are subscnbed to
the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s) or The
entity upon behalf of which the person(s) acted, executed the mstmment

I certify under PENALTY OF PER.TURY under the laws of the Sta’ce of Cahfozma that the foregoing
paragraph is true and correct,

WITNESS my hand and ofﬁcial seal

SIGNATURE OF NOTARY PUBLIC
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RECORDING REQUESTED BY:
CITY AND COUNTY OF SAN FRANCISCO
‘When Recorded Mail To: ‘

CITY AND COUNTY OF SAN FRANCISCO
Office of the City Attorney '

City Hall A

1 Dr. Carlton B. Goodlett Place, Room 23

San Francisco, California 94102 -

Attention: Mark Blake

. by and between

U.S. BANK NATIONAL ASSOCIATION,
as Lessor

and the

CITY AND COUNTY OF SAN FRANCISCO,
as Lessee

Dated as of [Dated Dats]

Relating to;

${Amount] :
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

NO DOCUMENTARY TRANSFER TAX IS DUE PURSUANT
TO REVENUE AND TAXATION CODE SECTION 11922
AND THIS DOCUMENT IS EXEMPT FROM RECORDING FEES
PURSUANT TO GOVERNMENT CODE SECTION 27383
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THIS THIRD SUPPLEMENT TO PROJECT LEASE, dated as of [DATED DATE] (this
“Third Supplement to Project Lease™), by and between the CITY AND COUNTY OF SAN
- FRANCISCO, a municipal corporation organized and existing under its charter and the Constitution
and laws of the. State of California (the “City”), as lessee, and U.S. BANK - NATIONAL
ASSOCIATION, a national banking association, solely in its capacity as Trustee wunder the
hereinafter defined Trust Agreement, as lessor (the “Trustee’™);

WITNESSETH

WHEREAS, the City and the Trustee have prevmusly entered into a Property Lease, dated as
of May 1, 2009 (the “Original Property Lease™), pursuant to which the City has leased certain real
property and all works, property, improvements, structures and fixtures thereon (collectively, the
‘“Leased Property”) to the Trustee and

WHEREAS, the City and the Trustee have previously entered into a Project Lease, dated as
of May 1, 2009, recorded in the Official Records of San Francisco on May 26, 2009, in Reel J898,
Image 0417, DOC-2009-1769826-00 (the “Original Propct Leasc”) under which the Trustee has
leased the Leased Property back to the City;

. WHEREAS, in order to provide funds for certain capita.l improvements of the City consisting

" of health care and assisted living facilities located at 375 Laguna Honda Boulevard in the City (the
“2009A Project”),. the Trustee executed and delivered certificates of participation captioned
“$163,335,000 City ard County of San Francisco Certificates of Participation, Series 2009A
(Mnultiple Capital Improvement Projects)” (the “2009A. Certificates”) under a Trust Agreement, dated
as of May 1, 2009, between the City and the Trustee (the “Original Trust Agreement” 5

WHEREAS, the 2009A Certificates evidence direct undivided interests in the lease payments
- made by the City under the Original Project Lease;

WHEREAS, in order to provide funds for certain street improvements of the City (the
“2009B Project”), the Trustee subsequently executed and delivered a series of certificates of
participation captioned “$37,885,000 City and County of San Francisco Certificates of Participation,
Series 2009B (Multiple Capital Improvement Projects)” (the “2009B Certificates” and, together with
the 2009A Certificates, the “Refunded Certificates) urider a First Supplement to Trust Agreement
dated as of September 1, 2009 (the “First Supplement to Trust Agreement”);

, WHEREAS, in commection with the execution and delivery of the 2009B Certificates,
pursuant to Section 5 of the Original -Property Lease, the City and the Trustee have previously
entered into a First Supplement to Property Leaseé, dated as of September 1, 2009 (the “First
Supplement to Property Lease™), supplementing the Original Property Lease to provide for additional .
rental to be paid by the Trustee in connection with the financing of the 2009B Project and certain
related matters;

WHEREAS, in connection therewith, under Section 3.2 of the Original Project Lease, the
City and the Trustee simultaneously entered into a First Supplement to Project Lease, dated as of
September 1, 2009, by and between the City and the Trustee (the “First Supplement to Project
Lease”), supplementing. the Original Project Lease to provide for additional Base Rental to be paid
by the City in connection With the financing of the 2009B Project and certain related matters;
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WHEREAS, the 20098 Certificates were executed and delivered as Additional Certificates
pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct undivided interests in
the Base Rental payments to be made by the City under the Original Project Lease, as supplemented
by the First Supplement to Project Lease, on a parity basis with the 2009A. Certificates;

WHEREAS, in order to provide funds for certain street improvements of the City (the
“2012A Project”), the Trustee subsequently executed and delivered a series of certificates of
participation captioned “$42,835,000 City and County of San Francisco Certificates of Participation,
Series 2012A (Multiple Capital Improvement Projects)” (the “2012A Certificates™) under a Second

Supplement to Trust Agreement dated as of June 1, 2012 (the “Second Supplement to Trust
Agreement”);

WHEREAS, il connection with the execution and delivery of the 2012A Certificates,
pursuant to Section 5 of the Original Property Lease, the City and the Trustee have previously
entered into a Second Supplement to Property Lease, dated as of June 1, 2012 (the “Second
Supplement to Property Lease™), supplementmg the O\:lgmal Property Lease to prov1de for additional

rental to be paid by the Trustee in conmection with the financing of the 2012A Pro1ec‘f and certain
related matters;

WHEREAS, in connection therewith, under Section 3.2 of the Original Project Lease, the
City and the Trustee simultaneously entered into a Second Supplement to Project Lease, dated as of
June 1, 2012, by and between the City and the Trustee (the “Second, Supplement to Project Lease™),
supplementing the Original Project Lease to provide for additional Base Rental to be paid by the City
in conmection with the financing of the 2012.A Project and certain related matters;

WHEREAS, the 2012A Certificates were executed and delivered as Additional Certificates
pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct undivided interests in
the Base Rental payments {o be made by the City under the Original Project Lease, as supplemented

by the First Supplement to Project Lease and Second Supplement to PIOJect Lease, on a parity basis
with the 2009A Certificates and 2009B Certificates;

WHEREAS the 'City desires to provide for the acquisition of capital equipment,

mcluding street sweepers and other capital expenditures (as further descnbed herein, the “2019-
~ R1 Project™);

WHEREAS, in order to provide funds for the 2019-R1 Project and the prepayment of the
Refunded Certificates, the Tiustee is executing and delivering a series of certificates of participation -
captioned “§__ City and County of San Francisco Refunding Certificates of Participation,
Series 2019-R1 (Multlple Capitel Tmprovement Projects)” (the “2019-R1 Certificates”) under a Third
Supplement to Trust Agreement, dated as of [Dated Date], by and between the City and the Trustee
(the “Third Supplement to Trust Agreement” and, collectively with the Original Trust Agreement,

the First Supplement to Trust Agreement and the Second Supplement to Trust Agreement, the “Trust
Agreement™); :

. WHEREAS, in connection with the execution and delivery of the 2019-R1 Certificates, the
City and the Trustee are entering into a Third Supplement to Property Lease, dated as of [Dated
Date] (the “Third Supplement to Property Lease”), supplementing the Original Property Lease to
provide for additional rental to be paid by the Trustee in connection with the financing of the 2019-
R1 Project and prepayment of the Refunded Certificates and certain related matters;

2
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WHEREAS, in connection therewith, under Section 3.2 of the Original Project Lease, the
City and the Trustee are simultaneously entering into this Third Supplement to Project Lease,
supplementing the Original Project Lease to provide for additional Base Rental to be paid by the City
in connection with the financing of the 2019-R1 Project and prepayment of the Refunded Certificates
and certain related matters; .

WHEREAS, the 2019-R1 Certificates are being' executed and delivered as Additional
Certificates pursuant to Section 7.04 of the Original Trust Agreement, and evidence direct undivided
interests in the lease payments made by the City under the Original Project Lease, as supplemented
by the First Supplement to Project Lease, the Second Supplement to Project Lease and this Third
Supplement to Project Lease, on a parity basis with the 2012A Certificates; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereto agree to supplement the Original Project Lease as follows:

‘ Section 1. Base Rental. The City agrees to pay, from any legally available funds,
additional aggregate Base Rental in the amounts set forth under the caption “Base Rental Schedule”
in Exhibit A hereto, which constifutes the principal and interest represented by the 2019-Rl
Certificates. The additional Base Rental consists of annual rental payments with principal and
interest components, the interest comnponents being paid semiannually as interest on the principal
components computed on the basis of a 360-day year composed of twelve 30-day months. The Base
Rental payable by the City shall be due on April 1 and October 1 in each year and payable on each
March 25 and September 25 during the Project Lease Term, commencing 25,20 . Such
Base Rental provided in Exhibit A is supplemental to the amounts due as provided in Sectlon 1 and
Exhibit A of the Second Supplement to Project Lease.

The City shall deposit the Base Rental with the Trustee for application by the Trustee in
accordance with the terms of the Original Trust Agreement. If any such date of deposit is not a
Business Day, such deposit shall be made on the next succeeding Business Day. Inno event shall the
amount of Base Rental payable exceed the aggregate amount of principal and interest required to be. .
paid or prepaid on the corresponding Interest Payment Date as represented by the Outstanding
Certificates, according to their tenor.

The City has determined that such total rental in any Fiscal Year is not and will not be in
‘excess of the total fair rental value of the Leased Property for such Fiscal Year. In making such
determination, consideration has been given to the uses and purposes served by the Leased Property
and the benefits therefrom that will accrue to the parties by reason of this Third Supplement to
Project Lease and to the general public by reason of the City’s use of the Leased Property.

Section 2. Original Project Lease Still in Effect. This Third Supplement to Project
Lease and all the terms and provisions herein contained shall form part of the Original Project Lease,
as supplemented by the First Supplement to Project Lease and Second Supplement to Project Lease,
as fully and with the same effect as if all such terms and provisions had been set forth in the Original
Project Lease. The Original Project Lease, as supplemented by the First Supplement to Project Lease
~and Second Supplement to Project Lease, is hereby ratified and confirmed and shall continue in full
force and effect in accordance with the terms and provisions thereof, as supplemented and amended -
hereby.
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Section 3. Insurance.” A new Section4.3(f) is hereby added to Section4.3 of the
Original Project Lease as follows: - :

€3] The City shall deliver to the Trustee, on the date of execution and
- delivery of the 2019-R1 Certificates, evidence of the commitment of a title insurance
company to issue a CLTA or ALTA policy of tifle insurance (with no survey
required), in an amount at least equal to the initial aggregate principal amount of the .
2019-R1 Certificates, showing a leasehold interest in the Leased Property in the name
of the Trustee and naming the insured parties as the City and the Trustee for the
benefit of the Owners of the 2019-R1 Certlﬁcates

Section 4. Govermng Lavw. This Third Supplement to Proj eot Lease shall be govemed
by and construed in accordance with the laws of the State of California. .

Section 5. Counterparts. This Third Supplement to Project Lease may be signed in
several counterparts, each of which will constitute an original, but all of which shall constitute one

and the same mstmment

[REMAINDER OF PAGE LEFT BLANK]

1627



IN WITNESS WHEREQF, the paities hereto have executed thls Second Supplement to
Project Lease as of the date ﬁrst above written. .

U.S. BANK NATIONAL ASSOCIATION
as Trustee :

By:

Authorized Signatory

_ CITY AND COUNTY OF SANFRANCISCO

By:

Mayor
[SEAL]

ATTEST:.

By:

Clerk .of the Board of Supervisors

APPROVED AS TO FORM:

DENNIS J. HERRERA
City Attorney

By:

Deputy City Attorney
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A notary public or other officer comi;leting this certificate verifies only the identity of the individual
who signed the document to which ﬂ’llS certificate is attached, and not the truthfulness, accuracy, or
validity of that documcnt ) :

STATE OF CALIFORNIA D

COUNTY OF % N

On ' - before me, ' : ) . Notary Pubho
‘personally appeared A ' - ~, who proved

to me on the basis' of satisfactory evidence to be the person(s) whose names(s) is/are subscnbed to
the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instriment the person(s), or the
entity upon behalf of which the person(s) acted, executed the mstrument.

{ certify under rnNAnf‘"" OF PERJURY under the lav ws of the State of CJ ifo ornia that the foregoing
paragraph is true and correct. :

 WITNESS my hand and official seal

~ SIGNATURE OF NOTARY PUBLIC
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A notarypublic or other officer completmg this certificate Venﬁes only the 1dent1ty of the md1v1dua1
who. signed the document to Wthh thls ‘certificate is attached, and not the truthfilness, accuracy, of .
| validity of that document . .

STATE OF CALIFORNIA )

COUNTY OF _ " ; *

On B o b’éfore me, s _ . , Notary Public,
férso;laﬂy appeared ' B - ' , who ﬁrove(;l'

to me on the basis of satisfactory .evidence to be the person(s) whose names(s) is/are subscribed to
the within instrument. and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s), or the
entity upon behalf of Whlch the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the Sta’ce of Cahforma that the foregomg
paragraph is true and correct

WITNESS my ha.nd a;1d official seal

SIGNATURE OF NOTARY PUBLIC
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CERTIFICATE OF ACCEPTANCE BY CITY AND COUNTY OF SAN FRANCISCO

: " This is to certify that the interest in real property conveyed by the Third Supplement to
Project Lease, dated as of [Dated Date}, from U.S. Bank National Association to the City and County
of San Francisco, a charter city and county and municipal corporation, is hereby accepted by the
undersigned on behalf of the Board of Supervisors pursuant to authority conferred by ordinance of

- the Board of Supervisors adopted by the Board of Supervisors on ., 2019, and signed by
the Mayor on : , 2019, and the grantee consents to recordation thereof.

Dated: , 2019

CITY AND COUNTY OF SAN FRANCISCO

By:
London Breed
Mayor
[SEAL]
ATTEST:
By:

Clerk of the Board of Supervisors

. APPROVED AS TO FORM:

DENNIS . HERRERA
CITY ATTORNEY -

By:

Deputy City Attorney
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'EXHIBIT A

BASE RENTAL SCHEDULE
S _ Semi-Annual  Annual Base
Payment Date Principal Interest . . Base Rental Rental -

" [Breakdown of DPH and PW Base Rental Payments
.to be included on following pages or in a closing certificate]

*  Bage Rental is payable on each September 25% and March 25% prior to the Payment Date as provided under the Project
Lease. ' , : ' o : . !
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 ESCROW AGREEMENT (SERTES 20094)
By and Among |
CIT;J AND COUNTY OF SAﬁ ﬁRAﬁcxsco
and

U.S. BANK NATIONAL ASSOCIATION,
as Escrow Bank:

Datedasof [ 11,2019,

Relating to

CITY AND COUNTY OF SAN FRANCISCO
CERTIFICATES OF PARTICIPATION, SERTES 2009A
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS) |
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ESCROW AGREEMENT (SERIES 2009B)

THIS ESCROW AGREEMENT (SERIES 2009A), dated as of 11,2019 (the “Escrow
Agreement’ ), by and among the City and County of San Francisco (the “Clty’) and U.S. Bank
* National Association, as escrow bank (the “Escrow Bank™), is entered into in accordance with
‘Ordinance No. | | of the City, adopted on | I, 2019, and a Trust Agreement, dated as -
of May 1, 2009, as supplemented, including by a Third Supplement, to Trust Agreement, dated as of
[ | 1, 2019 (as supplemented, the “Trust Agreement™), by and between the City and U.S.
Bank National Association, as trustee (the “Trustee”), to prepay all or a'portion of the outstanding.
City and County of San Francisco Certificates of Participation, Series 2009A (Multiple Capital
Improvement Projects) (as prepaid, the “Refunded Certificates™), which were issued pursuant to the
Trust Agreement. The Refunded Cerfificates are listed on Schedule A to this Escrow Agreement.

WITNESSETH:

WHEREAS, pursuant to the Trust Agreement the Clty has prev1ously caused to be Issued the
Refunded Certificates; and

WHEREAS the City has determined to issue its Refundmg Certificates of Participation,
Series 2019-R1 (Multiple Capital Improvement Projects) in the aggregate principal amount of
$ (the “Certificates”) for the purpose of providing moneys, a portion of which will be
. used to optionally prepay the Refunded Certificates on - ,2019 (the “Redemption Date”) at.
a prepayment price equal to 100% of:the outstanding aggregate prmc1pal amount thereof, together
with interest accrued with respect to the Refimded Certificates through the Redemptlon Date (the
“Prepayment Price”); and . .

WHEREAS, the City has taken action to-cause to be issued or dehvered to the Escrow Bank
for deposit in or credit to the Escrow Fund established and maintained by it (the “Escrow Fund”)
‘moneys to be held uninvested as described. herein.

NOW, THEREFORE, in consideration of the mutual covenants and agreements herem
contamed the City and the Escrow Bank agree as follows:

SECTION 1. Deposit of Moneys. The Trustee shall deposit with the Escrow Bank
3 ., comprised of a portion of the net sale proceeds of the Certificates, and instructs the
- Trustee to transfer to the Escrow Bank $ ~_, c¢onsisting of moneys held under the Trust .
Agreement, to b¢ held in irrevocable escrow by the Escrow Bank separate and apart from all other
securities, investments or moneys on deposit with the Escrow Bank, in a fund hereby created and .
established and to be known as the “Escrow Fund,” and to be applied solely as provided-in this
* Bscrow Agreement. The City confirms that such moneys are.at least equal to an amount sufficient to
" pay the Prepayment Price of the Refunded Certlﬁcates on the Redemption Date. The moneys in the’
Escrow Fund shall be held uninvested. :

SECTION?2. Use of Moneys. The Bscrow Bank acknowledges _receipt of the nieneys
descnbed in Section 1 and agrees: : . ' ' -

(a). To hold the moneys described in Section 1 hereof unmvested in the Escrow
Fund; and . ~
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(b)  to make the payments required under Section 3 hereof at the times set forth in
Section 3 hereof.

SECTION 3. Prepayment of the Refunded Certificates. On the Redemption Date, the
Escrow Bank shall transfer from the Escrow Fund to the Trustee for the Refunded Certificates
amounts sufficient to pay the Prepayment Price of the applicable series of Refunded Certificates on
the Redemption Date. Such transfers shall constitute the respective payments of the principal and
interest with respect to the Refunded Certificates and Prepayment Price due from the City. The
holders of the Refunded Certificates shall have a first lien on the moneys in the Escrow Fund which
are allowable and sufficient to pay the Refunded Certificates until such moneys are used and applied
as provided in this Escrow Agreement. Any cash or securities held in the Escrow Fund are-
irrevocably pledged only to the holders of the Refunded Certificates. Upon deposit of the moneys set
forth in Section 1 hereof with the Escrow Bank pursuant to the provisions of Section 1 hereof, the

holders of the Refunded Certificates shall cease to be entitled to any lien, benefit or security under
the Trust Agreement. :

SECTION 4.  Performnance of Duties. The Escrow Bank agrees to perform the duties set
forth herein.

SECTION 5. Indemnity. The City hereby assumes lability for, and hereby agrees (whether
or not any of the transactions contemplated hereby are consummated) to indemnify, protect, save and
keep harmless the Escrow Bank.and its respective successors, assigns, directors, officers, agents,
employees and servants, from and against any and all liabilities, obligations, losses, damages,
penalties, claims, actions, suifs, costs, expenses and disbursements (including reasonable legal fees
and disbursements) of whatsoever kind and nature which may be imposed o, incurred by, or
asserted against, the Bscrow Bank at any time (whether or not also indemnified against the same by
the City or any other person under any other agreement or instrument, but without double indernnity) -
in any ‘way relating to or arising out of the execution;, delivery and performance of this Escrow
Agreement, the establishment hereunder of the Esctow Fund, the acceptance of the funds deposited
therein and any payment, transfer or other application of moneys by the Escrow Bank in accordance
with the provisions of this Escrow Agreement; provided, however, that the City shall not be required .
to indemnify the Escrow Bank against the Escrow Bank’s own negligence or willful misconduct.or
the negligent or willful misconduct of the Bscrow Bank’s respective agents and employees.” In no
event shall the City or the Escrow Bank be liable to any person by reason of the transactions
conternplated hereby other than to each other as set forth in this Section5. The indemnities
contained in this Section 5 shall survive the termination of this Escrow: Agreement or the earlier

removal or resignation of the Escrow Banl.

SECTION 6. Responsibilities of the Bscrow Bank. The Escrow Bank and its respective
successors, assigns, agents and servants shall not be held to any personal liability whatsoever, in tort,
contract or otherwise, in connection with the execution and delivery of this Escrow Agreement, the
establishment of the Escrow Fund, the acceptance of the moneys deposited therein, the sufficiency of
the funds deposited in the Escrow Fund to accomplish the defeasance of the Refunded Certificates or
any payment, transfer or other application of moneys or obligations by the Escrow Bank in
accordance with the provisions of this Escrow Agreement or by reason of any non-negligent act,
non-negligent omission or non-negligent error of the Escrow Bank made in good faith in the conduct
of its duties. The recitals of fact contained in the “Whereas” clauses herein shall be taken as the
statements of the City, and the Escrow Bank assumes no responsibility for the correctness thereof.
The Bscrow Bank makes no representation as to the sufficiency of the funds deposited in the Bscrow
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'Fund to accomplish the refunding of the Refunded Certificates on the Redemption Date or to the
validity of this Escrow Agreement as to the City and,-except as otherwise provided herein, the
Escrow Bank shall incur no liability with respect thereto. The Escrow Bank shall not be liable in
connection with the performance of its duties under this Escrow Agreement except for its own
negligence, willful misconduct, and the duties and obligations of the Escrow Bank shall be
determined by the express provisions of this Escrow Agreement. The Escrow Bank may consult with

' counsel, who may or may not be counsel to the City, and in reliance upon the written opinion of such

- counsel shall have full and complete authorization and protection with respect to any action taken,

suffered or omitted by it in good faith in accordance therewith. Whenever the Escrow Bank shall
deem it necessary or desirable that a matter be proved or established prior to taking, suffering, or
omitting any action under-this Escrow Agreement, such matter may be deemed to be conclusively
established by a certificate signed by an authorized officer of the City.

The hablhty of the Escrow Bank to make the payments required by this Bscrow Agreement
shall be limited to the moneys in the Escrow Fund.

No provision of this Escrow Agreement shall require the Escrow Bank to expend or risk its
own funds or otherwise incur any financial liability in the performance or exercise of any of its duties
hereunder, or in the exercise of its rights or powers.

The Escrow Bank shall not be liable for the accuracy of any calculations provided herein.

Any company into which the Escrow Bank may be merged or converted or with which it may.
be consolidated or any company resulting from any merger, conversion or consolidation to which it
shall be a party or any company to which the Escrow Bank may sell or transfer all or substantially all
of its corporate trust business shall be the successor to the Escrow Bank without the execution or
filing of any paper or further act, anything herein to the contrary notwithstanding.

The City shall pay the Escrow Bank full .compensation for.its duties under this Escrow
Agreement, including out-of-pocket costs such as publication costs, redemption or redemption
expenses, legal fees and.other costs and expenses relating hereto. Under no circumstances shall
amounts deposited in the Escrow Fund be deemed to be available for said purposes.

The Escrow, Bank may execute any of the trusts or powers hereunder or perform any duties
hereunder either directly or by or through agents, attorneys, custodians or nominees appointed with
due care, and shall not be responsible for any willful misconduct or negligence on the part of any
agent, attorney, custodian or nominee so appointed. .

The Escrow Bank may conclusively rely and shall be fully.protected in acting or refraining
from acting upon any resolution, certificate, statement, instrument, opinion, report, notice, request,
consent, order, approval or other paper or document believed by it to'be genuine and to have been
signed or presented by the proper party or pames '

Anything in this Escrow Agreement to the contrary notwithstanding, in no event shall the
Escrow Bank be liable for special, indirect, punitive or consequential loss or damage of any kind
whatsoever (including but not limited to lost profits), even if the Escrow Bank has been advised of
the likelihood of such loss or damage and regardless of the form of action. ’
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The Escrow Bank shall have the right to accept and act upon instructions, including funds
transfer instructions (“Instructions™) given pursuant to this Escrow Agreement and delivered using
Electronic Means (“Electronic Means” shall mean the following communications methods: e-mail,
- facsimile transmission, secure electronic transmission containing applicable authorization codes,
passwords and/or authentication keys issued by the Escrow Bank, or another method or system
specified by the Escrow Bank as available for use in connection with its services -hereunder);
provided, however, that the City shall provide to the Bscrow Bank an incumbency certificate listing

officers with the authority to provide such Instructions (“Authorized Officers”) and containing
" specimen signatures of such Authorized Officers, which incumbency certificate shall be amended by
the City whenever a person is to be added or deleted from the listing. If the City elects to give the
Escrow Bank Instructions using Electronic Means and the Escrow Bank in its discretion elects to act
upon such Instructions, the Escrow Bank’s understanding of such Instructions shall be deemed
controlling. The City understands and agrees that the Escrow Bank cannot determine the identity of
the actual sender of such Instructions and that the Escrow Bank shall conclusively presume that
directions that purport to have been sent by an Authorized Officer listed on the incumbency
certificate provided to the Escrow Bank have been sent by such Authorized Officer. The City shall
be responsible for ensuring that only Authorized Officers transmit such Instructions to the Escrow
Bank and that the City and all Authorized Officers are solely responsible to safeguard the use and
confidentiality of applicable user and authorization codes, passwords and/or authentication keys upon
receipt by the City. The Escrow Bank shall not be liable for any losses, costs or expenses arising
directly or indirectly from the Escrow Bank’s reliance upon and compliance with such Instructions
notwithstanding such directions conflict or are inconsistent with a subsequent written instruction.
The City agrees: (i) to assume all risks arising out of the use of Electronic Means to submit
Instructions to the Bscrow Bank, including without limitation the risk of the Escrow Bank acting on
unauthorized Instructions, and the risk of interception and misuse by third parties; (ii) that it is fully
informed of the protections and risks associated with the various methods of transmitting Instructions
to the Escrow Bank and that there may be more secure methods of transmitting Instructions than the
method(s) selected by the City; (iii) that the security procedures (if any) to be followed in connection
with its transmission of Instructions provide to it a commercially reasonable degree of protection in -
light of its particular needs and circumstances; and (iv) to potify the Escrow Bank immediately upon
learning of any compromise or unauthorized use of the security procedures.

SECTION 7. Lrevocable Instructions as to Notice: Pursuant to previous instructions given
" by the City, the Escrow Bank mailed conditional notices of redemption with respect to the Refunded
Certificates on , 2019. The Escrow Bank, is hereby further instructed to mail and to file
with the Municipal Securities Rulemaking Board’s Electronic Municipal Market Access System
(“E ) upon the defeasance of the Refunded Certificates a notice of defeasance of the Refunded
Certificates in the form attached hereto as Exhibit Z. The sole remedy for the Escrow Bank’s failure
to file such notice on EMMA shall be an action by the holders of the Refunded Certificates in
mandamus for specific performance or similar remedy to compel performance. The Escrow Bank
hereby acknowledges that upon the funding of the Escrow Fund as provided in this Escrow
Agreement, it is in receipt of the items constituting all of the conditions precedent to the prepayment
of the Refunded Certificates under the Trust Agreement, the Refunded Certificates shall be paid in
accordance with the Trust Agreement and after the Escrow Bank’s receipt of the documents required
to be delivered to it in connection with the defeasance of the Refunded Certificates pursuant to
Article XT of the Trust Agreément, the Refunded Cerfificates shall cease to be en’uﬂed to any lien,
benefit or security under the Trust Agreement. -
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SECTION 8. Amendments.. This Escrow Agreement is made for the benefit of the City and
the holders from tite to time of the Refunded Certificates and it shall not be repealed, revoked,
altered or amended without the written consent of all such holders, the Escrow Bark and the City, as

- defined in the Trust Agreement; provided, however, but only after the receipt by the Escrow Bank of

an opinion of nationally recognized bond counsel that the exclusion from gross income of interest on
the Certificates and the Refunded Certificates will not be adversely affected for federal income tax
purposes, the City and the Escrow Bank may, without the consent of, or notice to, such holders,
amend this Escrow Agreement or enter into such agreements supplemental to this Escrow Agreement
-~ as shall not materially adversely affect the rights of such holders and as shall not be inconsistent with
the terms and provisions of this Escrow Agreement for any one or more of the following purposes: (1)
to cure any ambiguity or formal defect or omission in this Escrow Agreement; (ii) to grant to, or
confer upon, the Escrow Bank for the benefit of the holders of the Refunded Certificates any
additional rights, remedies, powers or authority that may lawfully be granted to, or conferred upon,
such holders or the Escrow Bank; and (ii1) to include under this Escrow Agreement additional funds,
" securities or properties. The Escrow Bank shall be entitled to rely conclusively upon an unqualified
opinion of nationally recognized bond counsel with respect to compliance with this Section 8,
including the extent, if any, to which any change, modification, addition or elimination affects the
rights of the holders of the Refunded Certificates or that any instrument executed hereunder complies
with the conditions and provisions of this Section 8.

SECTION 9. Term. This Escrow Agreement shall commence upon its execution and
delivery and shall terminate on the later to occur of either: (i) the date upon which the Refunded
Certificates have been paid in accordance with this Escrow Agreement; or (ii) the date upon which
no unclaimed moneys remain on deposit with the Escrow Bank and all amounts owed to the Escrow
Bank shall have been paid in-full. Any unclaimed money which remains in the Escrow Fund for
two years from the date upon which the Refunded Certificates have been paid in accordance with this
Escrow Agreement shall be remitted by the Escrow Bank (without liability for interest) to the City.

SECTION 10. Compensation. The Escrow Bank shall receive -its reasonable fees and
~ expenses as previously agreed to; provided, however, that under no ¢ircumstances shall the Escrow
Bank be entitled to any lien nor Wlll it assert a lien whatsoever on any moneys or obligations in the
Escrow Fund for the payment of fees and expenses for services rendered by the Escrow Bank under
this Escrow Agreement.

SECTION 11. Resiﬁnétion or Removal of Escrow Bank.

(2) The Escrow Bank may resign by giving 30 days prior written notice in
writing to the City. The Escrow Bank may be removed: (1) by: (i) the filing with the City of an
instrument or instruments executed by the holders of at least 51% in aggregate principal amount of
the Refunded Certificates then remaining unpaid; and (ii) the delivery of a copy of the instruments
filed with the City to the Escrow Bank; or (2). by a court of competent jurisdiction for failure to act in
accordance with the provisions of this Escrow Agreement upon application by the City or the holders
of 5% in aggregate principal amount of the Refunded Certificates then remaining unpald

(b) No res1gnat10n or removal of the Escrow Barnk shall become effec’ave until a
successor Escrow Bank has been appointed hereunder and until the cash held under this Escrow
Agreement is fransferred to the new Escrow Bank. The City or the holders of a majority in principal -
amount of the Refunded Certificates. then remaining unpaid may, by an instrument or instruments
filed with the City, appoint a successor Escrow Bank who shall supersede any Hscrow Bank -
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theretofore appointed by the City. If no successor Escrow Bank is appointed by the City or the
holders of such Refunded Certificates then remaining unpaid, within 45 days after notice of any such
resignation or removal, the holder of any such Refunded Certificates or any retiring Escrow Bank
may apply to a court of competent jurisdiction for the appointment of a successor Escrow Bank.

SECTION 12. Severability. If any one or more of the covenants or agreements provided in
this Escrow Agreement on the part of the City or the Escrow Bank to be performed should be
determined by a court of competent jurisdiction to bé contrary to law, such covenants or agreements
shall be null and void and shall be deemed separate from the remaining covenants and agreements

herein contained and shall in no way affect the validity of the remaining provisions of this Escrow
Agreement.

SECTION 13. Countegp. arts.  This Escrow Agreement ~may be executed in several '
counterparts, all or any of which shall be regarded for all purposes as one original and shall constitute
and be but one and the same instrument.

SECTION 14. Governing Law. This Escrow Agreement shall be construed under the laws
of the State of California.- ‘

SECTION 15. Holidays. Ifthe date for making any payment or the last date for performance -
of any act or the exercising of any right, as prov1ded in this Escrow Agreement, shall be a legal
holiday or a day on which banking institutions in the city in which is located the principal office of
the Bscrow Bank are ‘authorized by law to remain closed, such payment may be made or act
performed or right exercised on the next succeeding day not a legal holiday or a day on which such
banking institutions are authorized by law to remain closed, with the same force and effect as if done .

on the nominal date provided in this Escrow Agreement, and no interest shall accrue for the period.
after such nominal date. '

* SECTION 16. Assignment. This Escrow Agreement shall not be assigned by the Escrow
Bank or any successor thereto without the prior written consent of the City, except such assignment

*in connection with a merger, conversion or consolidation as descnbed i Section 6 hereof shall not
reqmre such prior written consent of the City.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.] -
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. IN. WiTNESS WHEREOF, the parties hereto ‘ have caused this Escrow Agreement to be
executed by their duly authorized officers and attested as of the date and year first written above.

CITY AND COUNTY OF SAN FRANCISCO

By:

Mayor
ATTEST:

Clerk of the Board of Supervisors

" [SIGNATURES CONTINUED ON NEXT PAGE.]

S-1
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[SIGNATURE PAGE CONTINUED.]

U.S. BANK NATIONAL ASSOCIATION, as Escrow
Bank and as Trustee-

By: . _ -
Authorized Officer
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cusIrp

VMO
VL1
VN7
VP2
VQo
VRS-
VS6
VT4
VUl
VW7
vV9
- VX5

VY3

SCHEDULE A
REFUNDED CERTIFICATES
CITY AND COUNTY OF SAN FRANCISCO

CERTIFICATES OF PARTICIPATION, SERTES 2009A
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

BASE CUSIP 79765D

MATURITY -
(April 1) . ‘RATE: = AMOUNT
2020 5.000% - $6,420,000
2020 4250° : 640,000
2021 4,500 1,125,000
2021 5.000 . © 6,285,000
2022 4.750 500,000
2022 '5.000 7,275,000
2023 5.000 8,165,000
2024 - 5,000 - 8,570,000
2025 5.000 9,000,000
2026 5.250 3,935,000
2026 5.200 15,515,000
2029 5.000 31,340,000

2031 5250 23,625,000

T A-1
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PRICE

©100.000

100.000
100.000
100.000
100.000
100.000

-100.000

100.000
100.000
100.000
100.000
100.000
100.000



EXHIBIT Z
NOTICE OF DEFEASANCE

City and County of Sau Francisco
Certificate of Participation, Series 2009A
(Multiple Capital Improvement Projects)

Notice is hereby given to the owners of the outstanding certificates described  below
(collectively, the “Refinded Certificates™): (i) that there has been deposited with U:S. Bank National
Association, as Trustee under the Trust Agreement, dated as of May 1, 2009 (the “Trust
Agreement”), by and between the City and County of San Francisco (the “City”) and U.S. Bank
National Association, moneys as permitted by the Trust Agreement that are sufficient (as evidenced
by a verification report delivered to the Trustes) and available to redeem the Refunded Certificates
on’ ~_, 2019 at a prepayment price equal to 100% of the aggtegate principal amount of the
Refunded Ccmﬁcates plus accrued interest with- respect thereto; and (if) that the Refunded
Certificates are deemed to be paid-and that the Trust Agreement has been released to the extent it
relates to such Refunded Certificates in accordance with Section 11.01 thereof, and all obligations of
the City and the Trustee under-the Trust Agreement with respect to all Refunded Certlﬂcates have

© ceased, termiinated and become void except as expressly set forth therein.

~ The Refunded Certificates to be defeased are as folloWs

, - MATURITY ~ ‘ -
.CUSIP  (April 1) RATE AMOUNT ~  PRICE
VM9 2020 5.000% $6,420,000 100.000
VL1 2020 4.250 . 640,000 100.000
VN7 2021 - 4500 . . 1,125,000 100.000
VP2 2021 5.000 6,285,000 100.000
VQo . 2022 4.750 . - 500,000 . 100.000
VRS 2022 5.000 72750000 . 100.000
" VS6 2023 5,000 8,165,000 100.000
VT4 2024 - 5.000 8,570,000 100.000
VUl o205 - 5.000 9,000,000 100.000
VW7 2026 5250 © - 3,935,000 100.000
AL 2026 5200 © . 5,515,000 100.000 -
VX5 2029 - 5.000 31,340,000 100.000
VY3 - 2031 5250 23,625,000 100.000

All Ref\mded Cartﬁicates shall be surrendered at the followmg address

F irst CZass/Regxstered/Cerhf ed - Express Delivery Only By Hand Only ,

71
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No representatlon is made as to the cor_rectncss of the CUSIP number elther as printed on any-
Refunded Certificate or as contained herein and any error in the CUSIP number shall not affect the
. validity of the proceedings for prepayment of the Refunded Certificates.

Dated this__ -day of ,2019. CITY AND COUNTY OF SAN FRANCISCO

U.S. BANK NATIONAL ASSOCIATION as

Trustee

72 ‘
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ESCROW AGREEMENT (SERIES 20098)
"By and Among
CITY AND COUNTY OF SAN FRANCISCO

and

U.S. BANK NATIONAL ASSOCIATION,
_ as Escrow Bank -

Datedasof [ 11,2019

Relating to

_ CITY AND COUNTY OF SAN FRANCISCO
CERTIFICATES OF PARTICIPATION, SERTES 20098
* (MULTIPLE CAPITAL IMPROVEMENT PROJECTS)
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ESCROW AGREEMENT (SERIES 2009B)

. 'THIS ESCROW AGREEMENT (SERIES 2009B), dated as of [ 11, 2019 (the “Escrow -
Agreement™), by and among the City and County. of San Francisco (the “City”).and U.S. Bank
National Association, as escrow bank (the “Escrow Bank®), is entered into in accordance with
Ordinance No. | ] of the City, adopted on |, 2019, and a Trust Agreement, dated as
of May 1, 2009, as supplemented, including by a Third Supplement to Trust Apreement, dated as of
[ | 1, 2019, (as supplemented, the “Trust Agreement”), by and between the City and U.S.
Bank National Association, as trustee (the “Trustee”), to prepay all or a portlon of the outstanding
City and County of San Francisco Certificates of Participation, Series 2009B (Multiple Capital
Improverent Projects) (as prepaid, the “Refunded Certificates”), which were issued pursuant to the
Trust Agreemgnt‘ The Refunded Certificates are listed on Schedule A to this Escrow Agreement.

WITNESSETH

WHEREAS, pursuant to the Trust Agreement the City has previously caiised to be issued the
ARefunded Certificates; and

WHEREAS, the City has determmed to issue its Refunding Certlﬁcates of Participation, '
Series 2019-R1 (Multiple Capital Improvement Projects) in the aggregate principal amount of
-3 (the “Certificates”) for the purpose of providing moneys, a- portion of which will be -
used to optionally prepay the Refunded Certificates on , 2019 (the “Redemption Date™) at
. a prepayment price equal to 100% of the outstanding aggregate pr1n01pa1 amount thereof, together
with interest accrued with respect to the Refimded Certificates through the Redemption Date (the

" “Prepayment Price”); and

WHEREAS, the City has taken action to cause to be iss‘ﬁed or delivered to the Escrow Bank
for deposit in or credit to the Escrow Fund established and maintained by it (the “Escrow Fund”)
moneys to be held uninvested as descnbed herein, )

NOW, THEREFORE in conmderatlon of the mu’fual coVenants and agreements herem B

contémed the City and the Escrow Bank agree as follows:

SECTION 1. Degosﬁ of Moneys. The Trustee shall deposit with the Escrow Bank
$ , comprised of a portion of the net sale proceeds of the Certificates, and instructs the
Trustee to transfer to the Escrow Bank $ ", consisting of moneys held under the Trust
Agreement, to be held in irrevocable escrow by the Escrow Bank separate and apart from all other

securities, investments or moneys on deposit with the Escrow Bank, in a fund hereby created and
established and to be known' as the “Escrow Fund,” and to be applied solely as provided in this
Escrow Agreement. The City confirms that such moneys are at least equal to an amount sufficient to
pay the Prepaymerit Price of the Refunded Certificates on the Redemption Date The moneys in the
Escrow Fund shall be held uninvested. :

SECTION 2. Use of Moneys. The Escrow Bank acknowledges receipt of the MONEYS
described in Section 1 and agrees: . ' : ‘ o

() To hold the .money's‘ described in Section 1 hereof ﬁninVested‘in the Escrow
* Fund; and - : '
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(b)  tomake the payments required under Section 3 hereof at the times set forth in
Section 3 hereof. '

SECTION 3. Prepayment of the Refunded Certificates. On the Redemption Date, the
Escrow Bank shall transfer from the Escrow Fund to the Trustes for the Refunded Certificates
amounts sufficient to pay the Prepayment Price of the applicable series of Refunded Certificates on’
the Redemption Date. Such transfers shall constitute the respective payments of the principal and
interest with respect to the Refunded Certificates and Prepayment Price due from the City. The
holders of the Refunded Certificates shall have a first lien on the moneys in the Escrow Fund which
are allowable and sufficient to pay the Refunded Certificates until such moneys are used and applied
as provided in this Escrow Agreement. Any cash or securities held in the Escrow Pund are
irrevocably pledged only to the holders of the Refunded Certificates. Upoh deposit of the moneys set

-forth in Section 1 hereof with the Escrow Bank pursuant to the provisions of Section 1 hereof, the.

holders of the Refunded Certlﬁcates shall cease to be entitled to any lien, benefit or security under
the Trust Agreement.

SECTION 4. Performance of Duties. The Bscrow Bank agrees to perform the duties set
forth herein. :

SECTION 5. Indemnity. The City hereby assumes liability for, and hereby agrees (whether
or not any of the transactions contemplated hereby are consummated) to indemnify, protect, save and
keep harmless the Escrow Bank and its respective successors, assigns, directors, officers, agents,
employees and servants, from and against any and all liabilities, obligatiops, losses, damages,
penalties, claims, actions, suits, costs, expenses and disbursements (including reasonable legal fees

and disbursements) of whatsoever kind and nature which may be imposed on, incurred by, or
asserted against, the Escrow Bank at any time (whether or not also indemnified against the same by
the City or any other person under any other agreement or instrument, but without double indemnity)
in any way relating to or arising out of the execution, delivery and performance of this Escrow
Agreement, the establishment hereunder of the Escrow Fund, the acceptance of the funds deposited
therein and any payment, transfer or other application of moneys by the Escrow Bank in accordance -
with the provisions of this Escrow Agreement; provided, however, that the City shall not be required
to indemnify the Escrow Bank against the Escrow Bank’s own negligence or willful misconduct or
the negligent or willful misconduct of the Escrow Bank’s respective agents and employees. In no
event shall the City or the Escrow Bank be liable to any person by reason of the transactions
contemplated hereby other than to each other as set forth in this Section 5. The indemnities
contained in this Section 5 shall. survive the termination, of this Escrow Agreement or the earher
removal or resignation of the Escrow Bank.

SECTION 6. Responsibilities of the Escrow Bank. The Escrow Bank and its respective
successors, assigns, agents and servants shall not be held to any personal liability whatsoever, in tort,
contract or otherwise, in connection with the execution and delivery of this Escrow Agreement, the
establishment of the Escrow Fund, the acceptance of the moneys deposited therein, the sufficiency of
the funds deposited in the Escrow Fund to accomplish the defeasance of the Refunded Certificates or
any payment, transfer or other application of moneys or obligations by the Escrow Bank in
accordance with the provisions of this Escrow Agreement or by reason of any non-negligent act,
non-negligent omission or non-negligent error of the Escrow Bank made in good faith in the conduct
of its duties. The recitals of fact contained in the “Whereas” clauses herein shall be taken as the
statements of the City, and the Escrow Bank assumes no responsibility for the correctness thereof.
The Escrow Bank makes no representation as to the sufficiency of the funds deposited in the Escrow

2
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Fund to accomplish the refunding of the Refunded Certificates on the Redemption Date or to the
validity of this Escrow Agreement as to the City and, except as otherwise provided herein, the
Bscrow Bank shall incur no liability with respect thereto. The Escrow Bank shall not be liable in
connection with the performance of its duties under this Escrow Agreement except for its own
negligenee, willful- misconduct, and the duties and obligations of the Escrow Bank shall be
determined by the express provisions of this Escrow Agreement. The Escrow Bank may consult with
counsel, who may or may not be counsel to the City, and in reliance upon the written opinion of such
counsel shall have full and complete authorization and protection with respect to any action taken,
suffered or omitted by it in good faith in accordance therewith. -Whenever the Escrow Bank shall
deem it necessary or desirable that a matter be proved or established prior to taking, suffering, or
omitting any action under this Escrow Agreement, such matter may be deemed to be conclusively
established by a certificate signed by an authorized officer of the City. :

The liability of the Escrow Bank to make the payments requlred by this Escrow Agreement
shall be limited to the moneys in the Escrow Fund.

No provision of this Escrow Agreement shall require the Escrow Bank to expend or risk its
. own funds or otherwise incur any financial liability in the performance or exercise of any of its duties
hereunder, or in the exercise of its rights or powers.

The Escrow Bank shall not be liable for the accuracy of any calculations provided herein.

Any company into which the Escrow Bank may be merged or converted or with which it may
be consolidated or any company resulting from any merger, conversion or conselidation to which it
shall be a party or any company to which the Escrow Bank may sell or transfer all or substantially all
of its corporate trust business shall be the successor to the Escrow Bank without the execution or
filing of any paper or further act, anything herein to the contrary notwithstanding.

The City shall pay the Escrow Bank full compensation for its duties under this Escrow
- Agreement, including out-of-pocket costs such as publication costs, redemption or redemption
expenses, legal fess and other costs and expenses relating hereto. Under no cuoumstances shall
‘amounts deposited in the Escrow Fund be deemed to be available for said purposes.

The Escrow Bank may execute a.ny of the trusts or powers hereunder or perform any duties
hereunder either directly or by or through agents, attorneys, custodians ¢r nominees appointed with
due care, and shall not be responsible for any willful misconduct or negligence on the part of any
agent, attorney, custodian or nominee so appointed.

The Escrow Bank may conclusively rely and shall be fully protected in acting or refraining
from acting upon any resolution, certificate, statement, instrument, opinion, report, notice, request,
consent, order, approval or other paper or document believed by it to be genume and to have been
signed or presented by the proper party or parties.

A Anything in this Escrow Agreement to the contrary notwithstanding, in no event shall the
Escrow Bank be liable for special, indirect, punitive or consequential loss or damage of any kind
whatsoever (including but not limited to lost profits), even if the Esctow Bank has been advised of
the likelihood of such loss or damage and regardless of the form of action.
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The Escrow Bank. shall have the right to accept and act upon instructions, including funds
transfer instructions (“Instructions™) given pursuant to this Escrow Agreement and delivered using
Electronic Means (“Flectronic Means” shall mean the following communications methods: e-mail,
facsimile transmission, secure electronic transmission containing applicable authorization codes,
passwords and/or authentication keys issued by the Escrow Bank, or another method or system

" specified by the Escrow Bank as available for use in connection with its services hereunder);
provided, however, that the City shall provide to the Escrow Bank an incumbency certificate listing
officers with the authority to provide such Imstructions (“Authorized Officers”) and containing
specimen signatures of such Authorized Officers, which incumbency certificate shall be amended by

. the City whenever a person is to be added or deleted from the listing. If the City elects to give the
Escrow Bank Instructions using Electronic Means and the Escrow Bark in its discretion elects to act
upon such Instructions, the Escrow Bank’s understanding of such Instructions shall be deemed
controlling. The City understands and agrees that the Escrow Bank cannot determine the identity of

" the actual sender of such Instructions and. that the Escrow Bank shall conclusively presume that =
directions that purport to have been sent by an Authorized Officer listed on the incumbency

- certificate provided to the Escrow Bank have been sent by such Authorized Officer. The City shall
be responsible for ensuring that only Authorized Officers transmit such Instructions to the Escrow
Bank and that the City and all Authorized Officers are solely responsible to safeguard the use and
confidentiality of applicable user and authorization codes, passwords and/or authentication keys upon

- receipt by the City. The Escrow Bank shall not be liable for any losses, costs or expenses arising
directly or indirectly from the Escrow Bank’s reliance upon and compliance with such Instructions
notwithstanding such directions conflict or are inconsistent with a subsequent written instruction.
The City agrees: (i) to assume all risks arising out of the use .of Electronic Means to submit
Instructions to the Escrow Bank, including without limitation the risk of the Escrow Bank acting on
unauthorized Instructions, and the risk of interception and misuse by third parties; (if) that it is fully
informed of the protections and risks associated with the various methods of transmitting Instructions
to the Escrow Bank and that there may be more secure methods of transmitting Instructions than the
method(s) selected by the City; (iii) that the security procedures (if any) to be followed in connection
with its transmission of Instructions provide to it a commercially reasonable degree of protection in
light of its particular needs and circumstances; and (iv) to notify the Escrow Bank 1mmed1ately upon
learning of any compromise or unauthorized use of the secunty procedures.

. .SECTION 7. - Irrevocable Instructions as to Notice. Pursuant to previous instructions given
by the City, the Escrow Bank mailed conditional notices of redemption with respect to the Refunded
Certificates on - , 2019. The Escrow Bank is hereby further instructed to mail and to file
with the Municipal Securities Rulemaking Board’s Blectronic Municipal Market Access System
(“EMMA”) upon the defeasance of the Refunded Certificates a notice of defeasance of the Refunded
Certificates in the form attached hereto as Exhibit Z. The sole remedy for the Escrow Bank’s failure
to file such notice on EMMA shall be an action by the holders of the Refunded Certificates in
mandamus for specific performance or similar remedy to compel performance. The Escrow Bank
. hereby acknowledges that upon the funding of the Escrow Fund as provided in this Escrow
Agreement, it is in receipt of the items constituting all of the conditions precedent to the prepayment:
of the Refunded Certificates under the Trust Agreement, the Refunded Certificates shall be paid in
. accordance with the Trust Agreement and after the Escrow Bank’s receipt of the documents required
to be delivered to it in connection with the defeasance of the Refunded Certificates pursuant to
Article X1 of the Trust Agreement, the Refunded Certificates shall cease to be entitled to any lien,
benefit or security under the Trust Agreement :
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SECTION 8. Amendments. This Escrow Agreement is made for the benefit of the City and
the holders from time to time of the Refunded Certificates and it shall not be repealed, revoked,
altered or amended without the written consent of all such holders, the Escrow Bank and the City, as
~ defined in the Trust Agreement; provided, however, but only after the receipt by the Escrow Bank of
an opinion of nationally recognized bond counsel that the exclusion from gross income of interest on
the Certificates and the Refunded Certificates will not be adversely affected for federal income tax
purposes, the City and the Escrow Bank-may, without the consent of, or notice to, such holders,
amend this Escrow Agreement or enter into such agreements supplemental to this Escrow A greement
as shall not materially adversely affect the rights of such holders and as shall not be inconsistent with' -
the terms and provisions of this Escrow Agreement for any one or more of the following purposes: (i)
to cure any ambiguity or formal defect or omission.in this Escrow Agreement; (ii) to grant to, or
confer upon, the Escrow Bank for the benefit of the holders of the Refunded Certificates any
additional rights, remedies, powers or authonty that may lawfully be granted to, or conferred upon,
such holders or the Escrow Bank; and (ifi) to include under thi§ Escrow Agreement additional funds,
securities or properties. The Escrow Bank shall be entitled to rely conclusively upon an unqualified
opinion of nationally recognized bond counsel with respect to compliance with this. Section 8, .
including the extent, if any, to which any change, modification, addition or elimination affects the
rights of the holders of the Refunded Certificates or that any instrument executed hereunder comiplies
with the conditions and provisions of this Section 8.

SECTION9. Temm. This Escrow Agreement shall commence upon its execution and
delivery and shall terminate on the later to occur of either: (i) the date upon which the Refunded
Certificates have been paid in accordance with this Escrow Agreement; or (ii) the date upon which
no unclaimed moneys remain on deposit with the Escrow Bank and all amounts owed to the Escrow
Barik shall have been paid in full. - Any unclaimed money which remains in the Escrow Fund for
" two years from the date upon which the Refunded Certificates have been paid in accordance with this
Escrow Agreement shall be remitted by the Escrow Bank (without liability for interest) to the City.

SECTION 10. Compensation. The Escrow Bank shall receive its reasonable fees and
expenses as previously agreed to; provided, however, that under no circumstances shall the Escrow
Bank be entitled to any lien nor will it assert a lien whatsoever-on any moneys or obligations in the
Escrow Fund for the payment of fees and experises for services rendered by the Escrow Bank under
this Escrow Agreement,

' SECTION 11. Resignation or-Removal of Escrow Bank.

(a) The Escrow Bank may resign by giving 30 days prior written notice in
. writing to the City. The Escrow Bank may be removed: (1) by: (i) the filing with the City of an
instrument or instruments executed by the holders of at least 51% in aggregate principal amount of
the Refunded Certificates then remaining unpaid; and (if) the delivery of a copy of the instruments
filed with the City to the Escrow Bank; or (2) by a court of competent jurisdiction for failure to act in
accordance with the provisions of this Escrow Agreément upon application by the City.or the holders
of 5% in aggregate principal amount of the Refunded Certificates then remaining unpaid.

(b)  No resignation or removal of the Escrow Bank shall become effective until a
successor Bscrow Bank has been appointed hereunder and until the cash held under this Escrow:
Agreement is transferred to the new Escrow Bank. The City or the holders of a majority in principal
amount of the Refunded Certificates then remaining unpaid may, by an instrument or instruments
filed with the City, appoint a successor Escrow Bank who shall supersede any Escrow Bank -

1650



~ theretofore appointed by the City. If no successor Escrow Bank is appointed by the City or the
holders of such Refunded Certificates then remaining unpaid, within 45 days after notice of any such
resignation or removal, the holder of any such Refunded Certificates or any retiring Escrow Bank
may apply to a court of competent jurisdiction for the appointment of a successor Bscrow Bank.

SECTION 12. Séverability. If any one or more of the covenants or agreements provided in
this Escrow Agreement on the part of the City or the Escrow Bank to be performed should be
determined by a court of competent jurisdiction to be contrary to law, such covenants or agreements
shall be null and void and shall be deemed separate from the remammg covenants and agreements

herein contained and shall in no way affect the vahdlty of the remaining provisions of thls Escrow
Agreement.

SECTION 13. Counterparts.  This Escrow Agreement may be executed in several
counterparts, all or any of which shall be regarded for all purposes as one ongmal and shall constitute
and be but one and the same 1nstrument :

SECTION 14. Governing Law. This Escrow Agreement shall be construed under the laws

of the State of California.

SECTION 15. Holidays. If the date for making any payment or the last date for performance
of any act or the exercising of any right, as provided in this Escrow Agreement, shall be a legal
holiday or a day on which banking institutions in the city in which is located the principal office of
" the Escrow Bank are authorized by law to remain closed, such payment may be made or act
performed or right exercised on the next succeeding day not a legal holiday or a day on which such
banking institutions are authorized by law to remain closed, with the same force and effect as if done

on the nominal date provided in this Bscrow Agreement and no interest shall accrue for the period
after such nominal date.

SECTION 16. Assignment. - This Escrow Agreement shall not be a531gned by the Escrow
Bank or any successor thereto without the prior written consent of the C1ty, except such assignment

in connection with a merger, conversion or consolidation as descmbed in Section 6 hereof shall not
require such prior written consent of the City.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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‘ IN WITNESS WHEREOF, the parties hereto have caused this Bscrow Agreement to be
executed by their duly authorized officers and attested as of the date and year first written above.

CITY AND COUNTY OF SAN FRANCISCO

"By:

~ Mayor

ATTEST:

Clerk of the Board of Supervisors

[SIGNAZ’URES CONTINUED ON NEXT PAGE.]
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[SIGNATURE PAGE CONTINUED.] .

U.S. BANK. NATIONAL ASSOCIATION, as Escrow
Bank and as T_lft_lstee

By:

Authorized Ofﬂcer

)
1653



CUSIP.

Wis
WLO
WMS
WN6
WP1
WQ9
WS5
WT3

SCHEDULE A
REFUNDED CERTIFICATES
CITY AND COUNTY OF SAN FRANCISCO

CERTIFICATES OF PARTICIPATION, SERTES 20098
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

BASE CUSIP 79765D
MATURITY -

(April 1) RATE AMOUNT
2020 5.000% . $1,230,000
2021 5.000 11,290,000

2022 5.000 11,355,000
2023 -~ 5.000 1,425,000
2024 ©5.000 1,495,000

2025 5.000 1,570,000
2026 5.000 - . 1,650,000
2030 - 4750 7,435,000
2035 4750 11,455,000

A-1
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PRICE

100.000
100.000
100.000
100.000
100.000
100.000

-100.000

100.000
100.000



EXHIBIT 7.
NOTICE OF DEFEASANCE

City and County of San Francisco
Certificate of Participation, Series 20098
{(Multiple Capital Improvenient Projects)

" Notice is hereby given to the owners of the outstanding certificates described. below
(collectively, the “Refunded Certificates™):. (i) that there has been deposited with U.S. Bank National
Association, as Trustee under the Trust Agreement, dated as of May 1, 2009, as supplemented by the’
First Supplement to Trust Agreement, dated as of September 1, 2009 (as supplemented, the “Trust
Agreement”), by and between the City and County of San. Francisco (the “City”) and U.S. Bank

. National Association, moneys as permitted by the Trust Agreement that are sufficient (as evidenced
by a verification report delivered to the Trustee) and available to redeem the Refunded Certificates
on , 2019 at 2 prepayment price equal to 100% of the aggregate principal amount of the
Refunded Certificates plus accrued interest with respect thereto; and (ii) that the Refunded
Certificates are deemed to be paid and that the Trust Agreement has been released to the extent it
relates to such Refunded Certificates in accordance with Section 11.01 thiereof, and all obligations of
the City and the Trustee under the Trust Agreement with respect to all Refunded Certlﬁcates have -

+ ceased, terminated and beoome V01d except as expressly set forth therein.

The Refunded Cemﬁcates to be defeased are as lelows:

MATURITY , o

CUSIP - (April 1) RATE AMOUNT ~ PRICE
wIs - 12020 5.000% $1,230,000 - 100.000

WK2 2021 5.000 1,290,000 100.000

- WLO 2022 5.000 ' 1,355,000 100,000
WMS .2023 - - 5.000° T 1,425,000 ©100.000

WN6 . 2024 : 5.000 1,495,000 100.000

WP1 2025 5000 1,570,000 100.000

wQ9 - 2026 . 5.000 1,650,000 100.000

WS5s 2030 4.750 7,435,000 . 100.000

WT3 - 2035 4.756 11,455,000 100.000

All Refunded Certificates shall be surrendered at the following address: B

First CZ&ss/Registered/Certiﬁed - Express Delivery Only _' By Hand Onl}g

No represeritation is made as to the correctness of the CUSIP number either as printed on any
Refunded Certificate or as contained herein and any error in the CUSIP number shall not affect the
validity of the proceedings for prepayment of the Refunded Certificates.

Z-1
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Dated this__ dayof ____,2019. CITY AND COUNTY OF SAN FRANCISCO

U.S. BANK' NATIONAL ASSOCIATION, as
© Trustee . B

Z-2
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OFFICIAL NOTICE OF SALE
and

OFFICIAL BID FORM

$
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF - -
PARTICIPATION, SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT
PROJECTS)

The City and County of San. Francisco will receive electronic bids for the above—referenced
certlﬁcates of participation at the place and up to the time specified below:

SALEDATE: ' 2019

*(Subject to postponement cancellation, mod1ﬁcat10n
or amendment in accordance with this Official Notice

of Sale)
TIME: ‘ .00 a.m.", California time
PLACE: o . Controller’s Office of Public Finance

1 Dr. Carlton B. Goodlett Place, Room 336,
San Francisco, Califormia 94102

DELIVERY DATE: | 2019

* Preliminary, subject to change.
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'OFFICIAL NOTICE OF SALE

. $ . ,
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION,
SERIES 2019-R1 ,
(MULTIPLE CAPTTAL IMPROVEMENT PROJECTS)

NOTICE IS HEREBY GIVEN that electronic bids will be received through the Ipreo
LLC’s BiDCOMP™/PARITY® System (“Parity”) at www.newissuchome.i-deal.comfor the
purchase of all, but not less than all, of the City and Cotmty of San Francisco’s (the “City”) above-
© captioned certificates. of participation (the “Certificates™) as more pafacula:dy described herein.
Bidding procedures and sale terms are as follows:

 Issue: . The Certificates are described in the City’s Preliminary Official Statement

‘ for the Certificates dated , 2019 (the “Preliminary Official
Statement™).

Time: Bids for the Certificates, must be received electronically by . :00 am.,

' * California tirne, on , 2019 (subject to'postponement or cancellation in

acco;dance with this Official Notice of Sale).

Place: . Biddets may only submit electronic bids in the manner and subject to the
" terms. and conditions described under “TERMS OF SALE - Form of Bids;
Delivery of Bids” below, but no bid will be feceived after the time for

' receiving bids specified above. . A

- THE RECEIPT OF BIDS ON , 2019°, MAY BE POSTPONED OR
- CANCELLED AT OR PRIOR TO THE T_IME BIDS ARE TO BE RECEIVED. NOTICE.
OF SUCH POSTPONEMENT OR CANCELLATION WILL BE COMMUNICATED BY
THE CITY THROUGH THOMSON REUTERS AND/OR BLOOMBERG BUSINESS
NEWS (COLLECTIVELY, THE “NEWS SERVICES”) AND/OR PARITY (AS:
DESCRIBED IN “TERMS OF-SALE - FORM OF BIDS; DELIVERY OF BIDS”? BELOW)
AS SOON AS PRACTICABLE FOLLOWING SUCH .POSTPONEMENT OR
CANCELLATION. Notice of the new date and time for receipt of bids shall be given through
Parity and/or the News Services as soon as practicable following a postponement.and no later than
[1]:00 p.m., California time, on the business day preceding the new date for receiving bids.

~ As an accommodation to bidders, notice of such postponement and of the new sale date
- and time will be given to any bidder requesting such notice from:

® PFM Financial Advisors LLC -
50 California Street, Suite 2300
San Francisco, CA 94111
Telephone: 415-982-5544

* Preliminary, subject to change.
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Attention: Sarah Hollenbeol; (email: hollenbeeks@oﬁm.com)

(i)  NHA Advisors
4040 Civic Center Drive, Suite 200
San Rafael, CA 94903 -
Telephone: 415-785-2025 ext. 2001
" Attention; Craig Hill (email: craig@NHAadvisors.com)

(colleetively; “Co-Municipal Advisors™), provided, however, that failure of any bidder to receive
such supplemental notice shall not affect the sufficiency of any such notice or the legahty of the
sale. See “TERMS OF SALE - Postponement or Cancellatlon of Sale.”

The City reserves the right to modify or amend this Official Notice of Sale in any respect,
- including, without limitation, increasing or decreasing the principal amount of any serial maturity
or sinking account installment prepayment for the Certificates and adding or deleting serial or term
maturity and sinking account installment prepayment dates, along with corfesponding prmmpal
amounts with respect thereto; provided, that any such modmcauon or amendment will be
communicated to potential bidders through the News Services and/or Parity not later than [1]:00
p-m.; California time, on the business day preceding the date for receiving bids. Failure of any
potential bidder to receive notice of any modification or amendment will not affect the sufficiency
of any such notice or the legality of the sale. Bidders are required to bid upon the Certificates as
s0 modlﬁed or amended. See “TERMS OF SALE - Right to Modify or Amend.”

BlddGIS are referred to the Preliminary Ofﬁc1a1 Statement for add1t10na1 information
. regarding the City, the Certificates, the security for the Certificates and other matters. See
“CLOSING PROCEDURES AND DOCUMENTS - Official Statement.” Capitalized terms used
'a.nd not defined in this Official Notice of Sale shall have the meanings ascribed to them in the
Preliminary Official Statement

This Official Notice of- Sale will be submitted for posting to Parity (as described in
“TERMS OF SALE - Form of Bids; Delivery of Bids” below). In the event the summary of the
terms of sale of the Certificates posted on Parity conflicts with this Official Notice of Sale in any
respect; the terms of this Official Notice of Sale shall control, unless a notlce of an amendment is
given as described herein. '

. TERMS RELATING TO THE CERTIFICATES

THE AUTHORITY FOR EXECUTION AND DELIVERY, PURPOSES, PAYMENT
OF PRINCIPAL AND INTEREST, PREPAYMENT, DEFEASANCE, SOURCES AND
USES OF FUNDS, SECURITY AND SOURCES OF PAYMENT, FORM OF LEGAL
OPINIONS OF CO-SPECIAL COUNSEL AND OTHER INFORMATION REGARDING
THE CERTIFICATES "ARE PRESENTED IN THE PRELIMINARY OFFICIAL
STATEMENT, WHICH EACH BIDDER IS DEEMED TO HAVE OBTAINED AND
REVIEWED PRIOR - TO BIDDING FOR THE CERTIFICATES. THIS OFFICIAL
NOTICE OF SALE GOVERNS ONLY THE TERMS OF SALE, BIDDING, AWARD AND
CLOSING PROCEDURES FOR THE CERTIFICATES. THE DESCRIPTION OF THE
CERTIFICATES CONTAINED IN THIS OFFICIAL NOTICE OF SALE IS QUALIFIED

Official Nﬁhé%(gf Sale -2



IN ALL RESPECTS BY THE DESCRIPTION OoF THE CERTIFICATES CONTAINED
IN THE, PRELIMINARY OFFICIAL STATEMENT. .

Issue. The Certificates will be ‘executed and delivered as fully registered certificates
without coupons in book-entry form in denominations of $5,000 or any integral multiple of that
amount, as designated by the winning bidder of the Certificates (the “Purchasex”), all dated the
date of delivery, which is expected to be , 2019, If the sale is postponed, notice of the new
date of the sale will also set forth the new expected date of dehvery of the Certificates.

Book-Entry Only. The Certiﬁcates will be registered in the name of a nominee of The
Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository
~ for the Certificates. Individual purchases of the Certificates will be made in book-entry form only,
and the Purchaser will fiot receive certificates representing its interest in the Certificates purchased.
As of the date of award of the Certificates, the Purchaser must éither participate in DTC or must
clear through or maintain a custodial relationship with an entity that participates in DTC.

Interest Rates: Interest on the Certificates will be payable on April 1, 20, and semi-
annually thereafter on April 1 and - I of each year {each an “Imterest Payment Date”).
Interést shall be calculated on the basis of a 30-day month, comprised of twelve 30-day months
from the dated date of the Certificates. Bidders may spéecify any number of separate rates, and the
same rate or rates may be repeated as often as desired, prov1ded

@ each interest rate specified in any b1d for the Certificates must be a multiple of one-
eighth or one-twentieth of one percent (1/8 or 1/20 of 1%) per annum;

it the maximum iﬁterest rate bid for any maturity shall not exceed % per annum;
(i) : : ] _%p
(ii1) - no Bond shall bear 4 zero rate of interest;

(iv)  each Bond shall bear interest from its dated date to its stated matunty date at the
single rate of mterest specified in the bid; and

(v)  all Certificates maturing at any one time shall bear the same rate of interest.

. See the Preliminary Official Statement — “THE CERTIFICATES - Payment of Pn:qcii)al ,
and Interest.” . -

* Prncipal Payments of the Certificates. The Certificates shall be serial and/or term
Certificates, as specified by each bidder. Principal shall be payable on April 1 of each vear,
commencing on April 1, 20__, as shown below. Subject to the City’s right to modify or amend
this Official Notice of Sale (see “TERMS OF SALE - Right to Modify or Amend”), the final
maturity of the Certificates shall be April 1, [2035]. The prmclpal amount of the Certlﬁcates
maturing or subject to sinking account mstallment prepayment in any year shall be in integral
multiples of $5,000. [For any tenm Certificates specified, the principal amount for a given year
may be allocated only to a single term Certificate and must be part of an uninterrupted annual: -
sequence from the first sinking account installment prepayment to the term Certificate maturity.]

* Preliminary, subject to change.

Official Noticel of Sale -3
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‘The aggregate amount of the principal amount of the serial maturity or account installment
prepayment for the Certificates is shown below for information purposes only. Bidders for the
Certificates will provide bids for all of the Principal Amounts. ' '

Subject to the City’s right to modify or amend this Official Notice of Sale (see “TERMS
OF SALE - Right to Modify or Amend™), and to adjustment as provided in this Official Notice of
Sale (see “—Adjustment of Principal Payments”), the aggregate principal amount of the serial
maturity or sinking account installment prepayment for the Certificates in each year is as follows:

2019-R1 Certificates

Matuarity
Date :
(April 1) Principal Amount®
$
TOTAL $

Adjustment of Principal Payments. The principal amounts set forth in this Official Notice
of Sale reflect certain estimates of the City with respect to the likely interest rates of the winning
bid and the premium contained in the winning bid. The City reserves the right to change the
principal payment schedule set forth above for the Certificates after the determination of the
winning bidder, by adjusting one or more of the principal payments of the Certificates, in
increments of $5,000, as determined in the sole discretion of the City. Any such adjustment
- of principal payments with respect to the Certificates shall be based on the schedule of
principal payments provided by the City to be used as the basis of bids for Certificates. Any
such "adjustment will not change the average per Certificate dollar amount of the
underwriter’s discount. Any such adjustment will be communicated to the winning bidder
within 24 hours after receipt of such bid by the City. In the event of any such adjustment,
no rebidding or recalculation of the bids submitted will be required or permitted and no
winning bid may be withdrawn. :

* Preliminary, subject to change‘
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See also “TERMS OF SALE - Right to Modify or Amend,” regarding the City’s right
to modify or amend this Official Notice of Sale in any respect including, without limitation,.
increasing or decreasing the principal amount of any serial maturity or sinking account
installment prepayment for the Certificates and adding or deleting serial ox term maturity
-and sinking account installment prepayment dates, along with corresponding principal
amounts with respect thereto.

A BIDDER AWARDED THE CERTIFICATES BY THE CITY WILL NOT BE
PERMITTED TO WITHDRAW ITS BID, CHANGE THE INTEREST RATES IN ITS BID
OR THE REOFFERING PRICES IN ITS REOFFERING PRICE CERTIFICATE AS A
RESULT OF ANY CHANGES MADE TO THE PRINCIPAL PAYMENTS OF THE
CERTIFICATES IN ACCORDANCE WITH THIS OFFICIAL NOTICE OF SALE.

Prepayment.

® Optional Prepaymen’t -of the Certificates. The Certificates with a Certificate
Payment Date on or after , [will/will not] be subject to prepayment prior to their
respective stated Certificate Payment Dates in whole or in part on any date on or after at
" the option of the City, in the event the City exercises its option under the Lease Agreement to
prepay the principal component of the Base Rental Payments at a prepayment price equal to 100%
of the principal component to be prepaid, plus accrued interest to the date fixed for prepayment,
without premium. See the Preliminary Official Statement “THE CERTIFICATES — Prepayment
of the Certificates - Optional Prepayment.”

] (i) Special Mandatory Prepayment. The Certificates are subject to mandatory
prepayment prior to their respective Certificate Payment Dates in whole or in part on any date, at
the Prepayment Price (plus accrued but unpaid interest to the prepayment date), without premium, .
from amounts deposited in the Base Rental Fund pursuant to the Trust Agresment hereof following
an event of damage, destruction or condemnation of the Leased Property or any portion thereof or

loss of the use or possession of the Leased Property or any portion thereof due to a title defect. See
the Preliminary Official Statement — “THE CERTIF ICATES ~ Prepayment of the Certificates —

. Speczal Mandatory Prepayment.” .

(iiiy Sinking Account Installment Prepayment. Certificates Wlth a Certificate

Payment Date of April 1, 20__, are subject to sinking account installment prepayment prior to their

Certificate Payment Date in part, by lot, on each April 1, beginming April 1,20, in the amounts

set forth below, from scheduled payments of the principal component of Base Rental payments, at

the principal amount of those Certificates to be prepaid, plus accrued interest to the prepayment
date, without premium: :

Prepaymentl)ate : g Sinking Account
(April 1) ' ) - Installment Amount

Official Notice of Sale - 5
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The Certificates with a Certificate Payment Date of April 1,20, are subject to sinking
account installment prepayment prior to their Certificate Payment Date 111 part, by lot, on each
April 1, beginning April 1,20 , in the amounts set forth below, from scheduled payments of the
pnn01pa1 component of Base Rental payments, at the principal amount of Certificates to be

prepaid, plus accrued interest to the prepayment date, without premium:

Prepayment Date : Smkzng Account

(April 1) : Installment Amount

Legal Opinions and Tax Matters. Upon delivery of the Certificates, Stradling Yocca
"Carlson & Rauth P.C. and Curls Bartling P.C., Co-Special Counsel to the City (“Co-Special

Counsel”) will deliver their Sepaxate legal opinions as to the validity and enforceabﬂlty and tax
status of the Certificates. '

} A complete copy of the proposed form of each opim'on of Co 'Special Counsel is set forth ‘
in Appendix F to the Preliminary Official Statement. Copies of the oplmons of Co-Special
Counsel will be furnished to the Purchaser upon delivery of the Certificates.

See the Preliminary Official Statement — “TAX MATTERS.”
TERMS OF SALE

Par and Premium Bids; No Net Discount Bids. All bids for the Certificates shall be for par
- or more; no net discount bids for the Certificates will be accepted. No bid submitted at a price less
than the aggregate par value of the Certificates will be considered. Individual maturities of
Certificates may be reoffered at par, a premium or a discount.

Form of Bids; Delivery of Bids. Each bid for the Certificates must be: (1) for not less than
all of the Certificates offered for sale; (2) unconditional; and (3) submitted via Parity, together
with any adjustments made by the City pursuant hereto, by not later than {11]:00 a.m., California
time, on the sale date. Bids must conform to the procedures established by Parity.

All bids will be deemed to incorporate all of the terms of this Official Notice of Sale. -
If the sale of the Certificates is canceled or postponed, all bids for the Certificates shall be
rejected. No bid submitted to the City shall be subject to withdrawal or modification by the -
bidder. No bid will be accepted after the time for receiving bids. The City retains absolute
discretion to determine whether any bidder is a yesponsible bidder and whether any bid is
timely, legible and complete and conforms fo this Official Notice of Sale. The City takes no’
responsibility for informing any bidder priox to the time for receiving bids that its bid is

incomplete, illegible or nonconforming with this Official Notice of Sale or has not been
received.,

Official Notice 5 Sale -6
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Electronic bids will be received exclusively through Parity in accordance with this Official
Notice of Sale. For further information about Parity, potential bidders may contact either of the
Co-Municipal Advisors at the numbers provided above or Parity at: (212) 404-8107.

Warnings Regarding Electrounic Bids. Bids for the Certificates must be submitted
electronically via Parity. None of the City, the City Attorney, the Co-Municipal Advisors or
Co-Special Counsel assumes any responsibility fox any error contained in any bid submitted
electronically or for failure of any bid to be transmitted, received or opened by the thme for
receiving bids, and each bidder expressly assumies the risk of any incomplete, illegible,
untimely or monconforming bid submitted by electronic transmission by such bidder, .
including, without limitation, by reason of garbled transmissions, raechanical failure,
engaged telecommunications lines, or any other cause arising from submission by electronic.
transmission. ‘

If a bidder submits an electronic bid for the Certificates through Parity, such bidder
thereby agrees to the following terms and conditions: (1) if any provision in this Official
Notice of Sale with respect to the Certificates conflicts with information or terms provided
or required by Parity, this Official Noticé of Sale, including any. amendments or .
modifications issued through Parity and/or the News Services, will control; (2) each bidder
will be solely responsible for making necessary arrangements to access Parity for purposes
of submitting its bid in a timely manner and in compliance with the requirements of this
Official Notice of Sale; (3) the City will not have any duty or obligation to provide or assure
access to Parity to any bidder, and the City will not be responsible for proper operation of,
or have any lability for, any delays, interruptions or damages caused by use of Parity or any
incexplete, inaccurate ox untimely bid submitted by any bidder through Parity; (4) the City
is permitting use of Parity as a communication mechanism, and not as an agent of the City, .
to facilitate the submission of electronic bids for the Certificates; Parity is acting as an
independent contractor, and is not acting for or on behalf of the City; and (5) the City is not
responsible for ensurmg or verifying bidder compliance with any procedures established by
Parity.

. Process of Award. The City will take final action awarding the Certificates or rejecting all
bids for the Certificates not later than thirty (30) hours after the time for receipt of b1ds unless
such time period is waived by the winning bidder.

The following five (5) steps constitute the City’s process for a final award of the
Certificates:

(1)  The Co-Municipal Advisors, on behalf of the City, will give a verbal notice
of award to the apparent winning bidder (the “Apparent Wmnmg Bldder”) to be
determined as described below under “—Basis of Award;”

(2)  Such Apparent Winning Bidder shall, promptly after verbal award, but no -
later than one hour after; the City has given notice of such verbal award, fax or email to the.
City (in c/o its Co-Municipal Advisors and to the City’s DlI.‘CCtOI' of Public Finance at the

~ fax and/or email addresses provided for such purpose); |

Official Notlce of Sale - 7
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’ (3)  The Apparent Winning Bidder shall provide the Good Faith Deposit, as
described under “~Good Faith Deposit;” ' :

(4)  The Co-Municipal Advisors will fax or email to the Apparent Winning
Bidder confirmation of the final principal amortization schedule and purchase price for the
‘Certificates, after adjustments, if any, are made, as described under “TERMS RELATING
TO THE CERTIFICATES - Adjustment of Principal Payments;” and

(5)  The City Will fax or email to the Apparent Winning Bidder its written final
award. ' -

Upon completion of the steps described above, the Apparent Winning Bidder will be -
deemed the Purchaser of the Certificates and will be contractually bound by the terms of this
Official Notice of Sale to purchase the Certificates, which contract shall consist of: (a) this Official
Notice of Sale; (b) the information that is transmitted electronically by the bidder through Parity;

and (¢) any adjustments to the final principal amortization schedule and purchase price made as

described under “TERMS RELATED TC THE CERTIFICATES - Adjustment of Principal
Payment.”

‘Basis of Award. Unless. all bids are rejected the Certificates will be awarded to the

responsible bidder who submits a conforming bid that represents the lowest true interest cost to
" the City. The true interest cost will be that nominal interest rate that, when compounded

semiannually and applied to discount all payments of principal and interest payable on the
~ Certificates to the dated date of the Certificates results in ari amount equal to the principal amount
of the Certificates plus the amount of any net premium. For the purpose of calculating the true
interest cost, sinking account installment prepayments for any term Certificates specified by a
bidder will be treated as Certificates maturing on the dates of such sinking account installment
. prepayments. In the event that two or more bidders offer bids for the Certificates at the same true
intetest cost, the City will determine by lot which bidder will be awarded the Certificates. Bid
evaluations or rankings- made by Parity are not binding on the City.

Estimate of True Interest Cost. Each bidder is rfeques‘ted7 but not required, to supply an
estimate of the true interest cost based upon its bid, which will be cons1dered as mformatwe only
and not binding on either the bidder or the Clty

Multiple Bids. Inthe event multiple bids with respect to the Certificates are received from
a single bidder by any means or combination thereof; the City shall be entitled to.accept the bid
representing the lowest true interest cost to the City, and each biddet agrees by submitting multiple
bids to be bound by the bid representing the lowest true interest cost to the City.

Good Faith Deposit. To secure the City from any loss.tesulting from the failure of the
Apparent Winning Bidder to comply with the terms of its bid, the apparent winning bidder for the
Certificates must provide to the City a good faith dep081t in the amount of §__ (the -
“Good Faith Deposit™). 4

Upon the determination by the City of the Apparent Winning Bidder of the Certiﬁcates‘,
the Co-Mumnicipal Advisors will (i) provide to the Apparent Winning Bidder the wire transfer
information and (ii) request the Apparent Winning Bidder to immediately wire the Good Faith

Official Notice of Sale - 8
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Deposit to the City. No later than 90 minutes after the time the Co-Municipal Advisors request
the Apparent Winning Bidder to wire the Good Faith Deposit to the City, the Apparent Winning
Bidder must wire the Good Faith Deposit to the City and provide the Federal wire refetence
number of such Good Faith Depositto the Co-Municipal Advisors. In the event that the Apparent
Winning Bidder does not wire the Good Faith Deposit to the City or does not provide the Federal
wire reference number of such Good Faith Deposit to the Co-Municipal Advisors within the time
specified above, the City may reject the bid of the Apparent Winning Bidder and award the
Certificates to a responsible bidder that submitted a conforming bid that represents the next lowest
true interest cost to the City.

No interest will be pald upon the Good Faith Depos1t made by any bidder. The Good Faith
Deposit will immediately become the property of the City. The Good Faith Deposit will be held
and invested for the exclusive benefit of the City. The Good Faith Deposit, without interest
thereon, will be credited against the purchase price of the Certificates purchased by the Purchaser
at the time of delivery thereof. :

_If the purchase price is not paid in full upon tender of the Certificates, the City shall retain
the Good Faith Deposit and the Purchaser will have no right in or to the Certificates or to the
recovery of its Good Faith Deposit, or to any allowance or credit by reason of such deposit, unless
it shall appear that the Certificates would not be validly delivered to the Purchaser in the form and
manner proposed, except pursuant to a right of cancellation. See “CLOSING PROCEDURES
AND DOCUMENTS - Right of Cancellation.” In the event of nonpayment for the Certificates by
the winning bidder, the City reserves any and all rights granted by law to recover the full purchase
price of the Cartiﬂcates and, In addiﬁon any damages suffered by the City. ‘

Reoffenn;z Prices, Estabhshment of Issue Price and Certificate.

(@) The winning bidder for the Certificates shall assist the City in. estabhshmg the issue
- price of the Certificates and shall execute and deliver to the City at Closing an “issue price” or

similar certificate setting forth the reasonably expected initial offering price to the public or, if the

competitive sale requirements (defined below) are not satisfied and the parties agree that the 10%

test shall apply to the Certificates the sales price or prices of each maturity of the Certificates,

together with the supporting pricing wires or equivalent communications, substantially in the form -
attached hereto as Exhibit B, with such modifications as may be appropriate or necessary, in the
reasonable Judgment of the winning bidder, the City and Co Spec1al Counsel.

(b)  The City intends that Treasury Regulation Sections 1.148-1(f)(3)(i) and 1.148-
1(H)(2)(ii) (providing a special rule for competitive sales and defining the term “competitive sale”
for purposes of establishing the issue price of the Certificates) will apply to the initial sale of the
Certificates (the “competitive sale requirements”) because:

(1) the City shall disseminate this Official Notlce of Sale to potentlal
underwriters in a manner that is reasonably designed to reach potential
underwnters :

(2)  all bidders shall have an equal opportunity to b1d

Official Notice of Sale -9
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'(3)  the City may receive bids for the Certificates from at least three
~ underwriters of municipal bonds who have established industry reputaﬁons '
for underwriting new 1ssuances of municipal bonds; and

‘(4) . the City an‘ampates awardmg the sale of the Certificates to the bidder who
submits a firm offer to purchase the Certificates at the highest price (or
lowest interest cost} as set forth in this Official Notice of Sale

Any bid submitted pursuant to this Official Notice of Sale shall be considered a firm offer for the
purchase of the Certificates as spemﬁed n the bid.

(c) In the event that the compeunve sale requirements are not satisfied for the
Certificates, the City shall so advise the winning bidder. The City may determine to treat (i) the
first price at which 10% of any maturity of the Certificates (the “10% test”) is sold to the public
as the issue price of that maturity and/or. (ii) the initial offering price to the public as of the sale
date of any maturity of the Certificates as the issue price of that maturity (the “hold—the—offenng—
- pricerule”), in each case applied on a maturity-by-maturity basis. The winning bidder shall advise .
the City if any maturity of the Certificates satisfies the 10% test as of the date and time of the
award of the Certificates. The City shall promptly advise the winning bidder, at or before the time
of award of the Certificates, which maturities of the Certificates shall be subject to the 10% test or
shall be subject to the hold-the-offering-price rule. .Bids will not be subject to cancellation in the
event that the City determines to apply the hold-the-offering-price rule to any maturity of the
Certificates. Bidders should prepare their bids on the assumption that some or all of the maturities
of the Certificates will be subject to the hold-the-offering-price rule in order to establish the issue
prices of the Certificates. For purposes of this section, Certificates maturing on the same date but

having different interest rates (and CUSIP numbers) shall be treated as separate maturities of the
Certificates.: :

(d By submitting a bid for the Certificates, the winning bidder shall (i) confirm that
the uniderwriters have offered or will offer the Certificates to the public on or before the date of
award at the offering price or prices (the “initial offering price”), or at the corresponding yield or
yields, set forth in the bid submitted by the winning bidder and (ii) agree, on behalf of the
underwriters participating in the purchase of the Certificates, that the underwriters will néither
offer nor sell unsold Certificates of any maturity to which the hold-the-offering-price rule shall
apply to any person at a price that is higher than the initial offering price to the public during the
penod starting on the sale date and ending on the earlier of the following:

(1)  theclose of the fifth (5“‘) business day after the sale date; or
(2)  the date on which the underwriters have sold at least 10% of that maturity
of the Certificates to the public at a ‘price that is no higher than the initial .
offering price to the pubhc '
The winning bidder shall promptly advise the City when the underwriters have sold 10%

of that maturity of the Certificates to the public at & price that is no higher than the initial offering
price to the public, if that occurs prior to the close of the fifth (5th) business day after the sale date. .
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(e)  If the competitive sale requirements are not satisfied, then until the 10% test has

been satisfied as to each maturity of the Certificates, the winning bidder agrees to promptly report

~to the City the prices at which the unsold Certificates of that maturity have been sold to the public.

That reporting obligation shall continue, whether or not the Closing Date -has occurred, until the

10% test has been satisfied as to the Ceruﬁcates of that matunty or until all Certificates of that
maturity have been sold. ‘

(i) The City acknowlédges that, in making the representaﬁon set forth above, the
winning bidder will rely on (i) the agreement of each underwriter to comply with the hold-the-
offering-price rule, as set forth in an agreement among underwriters and the related pricing wires,
(i) in the event a selling group has been created in connection with the initial sale of such
Certificates to the public, the agreement of each dealer who is a member of the selling: group to
comply with the hold-the-offering-price rule, as set forth in a selling group agreement and the
related pricing wires, and (iii) in the event that an underwriter is a party to a retail distribution
agreement that was employed in connection with the initial sale of such Certificates to the public,
the agreement of each broker-dealer that is a party to such agreement to comply with the hold-the-
offering-price rule, as set forth in the retail distribution agreement and the related pricing wires.
The City further acknowledges that each underwriter shall be solely liable for its failure to comply
with its agreement regarding the hold-the-offering-price rule and that no underwriter shall be liable
for the failure of any other underwriter, or of any dealer who is a member of a selling group, or of
" any broker-dealer that is a party to a retail dlstnbutlon agreement to comply with its corresponding

agreement regarding the hold-the-offering- -price rule as applicable to the Certificates.

(g) By submitting a bid for the Certificates, each bidder confirms that: (i) any
agreement among underwnters, any selling group agreement and each retail distribution agreement
(to which the bidder is a party) relating to the initial sale of such Certificates to the public, together
with the related pricing wires, contains or will contain language obligating each underwriter, each
dealer who is a member of the selling group, and each broker-dealer that is a party to such retail
distribution agreement, as applicable, to (A) report the prices at which it sells to the public the
unsold Certificates of each maturity allotted to it until it is notified by the winning bidder that
either-the 10% test has been satisfied as to such Certificates of that maturity or all Certificates of
that maturity have been sold to the public and (B) comply with the hold-the-offering-price rule, if '
- applicable, in each case if and for so long as directed by the winning bidder and as set forth in the
related pricing wires, and (ii) any agreement among underwriters relating to the initial sale of such

" Certificates to the public, together with the related pricing wires, contains or will contain language

obligating each underwriter that is a party to a retail distribution agreement to be employed in

connection with the'initial sale of the Certificates to the public to require each broker-dealer that

is a party to such retail distribution agreement to (A) report the prices at which it sells to the public

~ the unsold Certificates of each maturity allotted to if until it is notified by the winning bidder or
- such underwriter that either the 10% test has been satisfied as to such Certificates of that maturity
or all Certificates of that maturity have been sold to the public and (B) comply with the hold-the-
offering-price rule, if applicable, in each case if and for so long as directed by the winning bidder
or such underwriter and as set forth in the related pricing wires.

: (b) Sales of any Certificates to any person that is a related party to an underwriter shall
not constitute sales to the public for purposes of this Official Notice of Sale. Further, for purposes
of this Official Notice of Sale:
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@  “public” means any person other than an underwriter or a related party,

(i)  “underwriter” means (A) any person that agrees pursiiant to a written
contract with the City (or with the lead underwriter to form an underwriting
syndicate) to participate in the initial sale of the Certificates to the public
and (B) any person that agrees pursuant to a written contract directly or
indirectly with a person described in clause (A) to participate in the initial
sale of the Certificates to the public (including a member of a selling group

or a party to a retail distribution agreement part1c1pat111g in the initial sale’
of the Certificates to the public),

(i) . a purohaser of any of the Certificates is a “related party” to ad underwriter
if the underwriter and the purchaser are subject, directly or indirectly, to (i)
more than 50% common ownership of the voting power or the total value
of their stock, if both entities are corporat1ons (including direct ownership
by one corporation of another), (if) more than 50% common ownership of
their capital interests or profits interests, if both entities are partnerships
(including direct ownership by one partnership of another), or (iil) more
than 50% common ownership of the value of the outstanding stock of the
corporation or the capital interests or profit interests of the partnership, as
applicable, if one entity is a corporation and the other entity is a partnership

(including direct ownership of the apphcable stock or mterests by one entity
of the other), and -

(iv)‘ " “sale date” fneans fhe date that the Certificates are awarded by the City to
the winning bidder. :

Right of Rejection and Waiver of Irregularity. The City reserves the right, in its sole
discretion, to reject any and all bids and to waive any irregularity or informality in any bid Whlch
does not materially affect such bid or change the ranking of the bids.

Right to Modify or Amend. Other than With respect to-postponement or cancellation as
~ described in this Official Notice of Sale, and in addition to the City’s right fo adjust the payment
amounts of the Certificates as provided in “TERMS RELATING TO THR CERTIFICATES -
Adjustment of Principal Payments” the City reserves the right to modify or amend this Official.
Notice of Sale in any respect including, without limitation, increasing or decreasing the principal
amount of any serial maturity or sinking account installment prepayment for the Certificates and
adding or deleting serial or term maturity and sinking account installment prepayment dates, along
with corresponding principal amounts with respect thereto; provided, that, subject to the terms of
this Official Notice of Sale (see “TERMS RELATING TO THE CERTIFICATES - Adjustment
of Pnnc1pa1 Payments”) any such modification or amendment will be communicated to potential
bidders through Parity and/or the News Services not later than [1}:00 p.m., California time, on the
business day preceding the date for receiving bids. Failure of any potential bldder to receive notice

- of any modification or amendment will not affect the sufficiency of any such notice or the legality
of the sale. '

Postponement or Cancellation of Sale. . The City may postpone or cancel the sale of the
Certificates at or prior to the time for receiving bids. Notice of such postponement or cancellation
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shall be given through Parity and/or the News Services as soon as practicable following such
_postponement or cancellation. If'a sale is postponed, notice of a new sale date will be given
through Parity and/or the News Services as soon as practicable following a postponement and no
later than [1]:00 p.m., California time,-on the business day preceding the new date for receiving
bids. Failure of any potenhal bidder to receive notlce of postponement or cancellation will not
affect the sufﬁ01ency of any suoh notice. ‘

Prompt Award. The Controller of the City will ’cake official action awarding the
Certificates or rejecting all bids with respect to the Certificates not later than 30 hours after the
time for receipt of bids for the Certificates, unless such time period is waived by the Purchaser.

* Equal Opportunity, Pursuant to the spirit and intent of the City’s Local Business Enterprise
(“LBE”)y Ordinance, Chapter 14B of the Administrative Code of the City, the City strongly
encourages the inclusion of Local Business Enterprises certified by the San Francisco Human
Rights Comumission in prospective bidding syndicates. A list of certified LBEs may be obtained
.from' the San Frarcisco Human Rights Commission, 25 Van Ness Avenue Room 800, San
Francisco, Cahforma 94102; telephone (415) 252- 2500.

Sales Outside of the United States. The Purchaser must undertake responsibility for
compliance with any laws or regulations of any foreign jurisdiction in connection with any sale of
. the Certificates to persons outside the Umted States

Insurance.” No b1ds Wlth mum01pal bond insurance will be acceptecl
CLOSING PROCEDURES AND DOCUMENTS

Delivery and Payinent. Delivery of the Certificates will be made through the facilities
of DTC in New York, New York, and is presently expected to take place on or about
2019*. Payment for the Certificates of the Certificates (including any premium) must be .made at
* the time of delivery in immediately available funds to the City Treasurer. Any expense for making
.payment in immediately available funds shall be bome by the applicable Purchaser. The City will
deliver to the Purchaser, dated as of the delivery date, the legal opinions with respect to_the .
~ Certificates purchased, described in APPENDIX F — “PROPOSED FORMS OF OPINIONS OF
CO SPECIAL COUNSEL” to the Prelitninary Ofﬁclal Statement

Qualification for Sale "The Cify will furnish such mformatlon and take such actlon not
inconsistent with law as the Purchaser may request and the City may deem iecessary or appropriate
to qualify the Certificates for offer and sale under the Blue Sky or other securities laws and
regulations of such states and other jurisdictions of the United States of America as may be,
designated by the Purchaser; provided, that the City will not execute a general or special consent
to service of process or qualify to do business in connection with such qualification or
determination in any jurisdiction. By submitting its bid for the Certificates, the Purchaser assumes
all responsibility for qualifying the Certificates for offer and sale under the Blue Sky or other
securities laws and regulations of the states and jurisdictions in which the Purchaser offers or sells
the Certificates, including the payment of fees for such qualification. Underno circumstances may -
the Certificates besold or offered for sale or any solicitation of an offerto buy the Certificates be .

* Preliminary; subject to change.
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made in any jurisdiction in which such sale offer or sohcﬂ;atlon would be unlawful under the
securities laws of the jurisdiction.

No Litigation. The City will deliver a certificate stating that no litigation of any nature 1s
pending, or to the knowledge of the officer of the City executing such certificate, threatened,
restraining or enjoining the sale, issuance or delivery of the Certificates or any part thereof, or the
entering into or performance of any obligation of the City, or concerning the validity of the
Certificates, the ability of the Clty to levy and collect the ad valorem tax required to pay debt
service on the Certificates, the corporaté existence-or the boundaries of the City, or the entitlement
of any officers of the City who will execute the Cettificates to their respective offices.

-Right of Caricellation. The Purchaser will have the right, at its option, to cancel this
contract if the C1ty fails to execute-the purchased Certificates and tender the same for delivery
within 30 days from the sale date, and in such event the Purchaser Wﬂl be entitled only to the return

* of the Good Faith Deposit, Wl‘rhout interest thereon.-

Farass

CU blr Numbers, Itis dIllelpd.Lt:u antL \,UTDLJ: nugibers will be pﬂﬂu‘:u on the Ce Ll,uuamb
but neither the failure to print 'such numbers on any Bond nor any error with respect thereto will
constitute cause for a failure or refusal by the Purchaser of the Certificates to accept delivery of
and pay for the Certificates in accordance with the terins of this Official Notice of Sale. The
Purchaser of the Certificates, at its sole cost, will obtain separate CUSIP numbers for each maturity -
of the Certificates. The‘Purchaser of the Certificates is responsible for obtaining CUSIP
numbers for the Certificates and the CUSIP 'Global Services (CGS) charge for the
assignment of CUSIP numbers will be paid by such Purchaser. CUSIP is a registered
trademark of Ametican Bankers Association. CUSIP data is provided by CUSTP Global Services
managed by S&P Global Market Intelligence on behalf of the American Bankers Association.
CUSIP data is not intended to create a database and does not serve in any way as a substitute for
the CUSIP Service. CUSIP numbers are provided for convenience of reference only. The City.
takes no respongibility for the accuracy of such CUSIP numbers. CUSIP nurmbers are provided
only for the oonvemenoe of the Purchaser of the Certlﬁcates

Expenses of the Winnmg BldderL) CUSIP Service Bureau oharges California Debt and
Investment Advisory Commission fees (under California Government Code Section 8856),
. Depository Trust Company charges and all other expenses of the winning bidder will be the
responsibility of the winning bidder. Pursuant to Section 8856 of the California Government Code,
the Purchaser must pay to the California Debt and Investment Advisory Commission, within sixty
(6 0) days from the sale date, the statutory fee for the Certificates purchased.

Official Statement. Cop1es of the Preliminary Official Statement Wlth respect to the ,
Certificates will be furnished or electronically transmitted to any potential bidder upon request to
the Office of Public Finance or to either of the Co-Municipal Advisors. (The.contact information
for the Co-Municipal Advisors is set forth above in this Official Notice of Sale.) In accordance
with Rule 15¢2-12 of the Securities and Exchange Commission (“Rule 15¢2-127), the City deems
- the Preliminary Official Statement final. as of its date, except for the omission of certain
. information permitted by Rule 15¢2-12. Within seven business days after the date of award of the
Cettificates, the Purchaser of the Certificates will be furnished with a reasonable mumber of copies
(not to exceed 50) of the final Official Statement, without charge, for distribution in connection
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_ with the resale of the Certificates. The Purchaser of the Certificates must notify the City in writing.
within two (2) days of the sale of the Certificates if the Purchaser requires additional copies of the

~ final Official Statement to comply with applicable regulations. The cost for such additional copies

will be paid by the Purchaser requesting such copies.

By submitting a bid for the Certiﬁ'cates, the Purchaser of the Certificates agrees: (1) to
disseminate to all' members of the underwriting syndicate, if any, copies of the final Official
Statement, including any supplements; (2) to promptly file a.copy of the final Official Statement,
including any supplements, with the Municipal Securities Rulemaking Board; and (3) to take any
and all other actions necessary to comply with applicable Securities and Exchange Commission
and Municipal Securities Rulemaking Board rules govetning the offering, ‘sale and delivery of the

Certificates to the Purchaser, including, without Himitation, the’ delivery of a final Official
* Statement, including any supplements; to eaeh mVestor who purchases the Certificates.

The form and content of the ﬁnal Official Statemerit is within the sole discretion of the
City. The name of the Purchaser(s) of the Certificates will not appear on the cover of the ﬁnalv
Official Statement :

Certificate Regarding Ofﬁcial Statement. At the time of delivery of the Certificates, the
Purchaser will receive a certificate, sigried by an authorized representative of the City, confirming
to the Purchaser that (i) such authorized representative has determined that, to the best of such
authorized representative’s knowledge and belief, the firial Official ‘Statement (excluding
. reoffering information, information relating to The Depository Trust Company and its book-entry
-systern, as to which no view will be expressed) did not as of its date, and does not as of the date of
closing, contain any untrue statement of a material fact or omit to state a material fact hecessary
1in order to make the statements made therein, in the light of the circumstances under which they
were made, not misleading, (ii) such authorized representative knows of no-material adverse

change in the condition: or affairs of the City that would make it unreasonablé for such Purchaser

to rely upon the final Official Statement in connection with the resale of the Certificates, and (iii)
~ the City authorizes the Purchaser to dlstnbute COplCS of the ﬁnal Official Statement in connection
with the resale of the Certificates.

. Purchaser Certlﬁcate Conceming Official Statement As a cond1t1on of delivery of
Certificates, the Purchaser of the Certificates will be required to execute and deliver to the City,
- prior to the date of closing, a certificate fo the follawing effect:

@ - The Purchaser has provided to the City the initial reoffering prices or yields on the

: Certificafes as printed in the final Official Statement, and the Purchaser has made
a bona fide offenng of the Certificates to the public at the pnees and yields so
hown

(i)  The Purchaser has not undertaken any responsibility for the contents of the final
Official Statement. The Purchaser, in accordance with. and as part of its-
responsibilities under the federal securities laws, has reviewed the information in
the final Official Statement and has not notified the City of the need to modify or
supplement the final Official Statement.
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- (@)  The foregoing statements will be true and correct as of the date of closing.

Continuing Disclosure. In order to assist bidders in complying with Rule 15¢2-12, the City
will undertake, pursuant to a Continuing Disclosure Certificate, to provide certain annual financial
information, operating data and notices of the occurrence of certain events. A description of this

undertaking is set forth in the Prehmmary Official Statement and will also be set forth in the final
Ofﬁ01al Statement.

Exceptas otherwwe disclosed in the Official Statement under the heading “CONTINUING
DISCLOSURE,” for the past five years, the City has been in compliance in all material respects
with its continuing disclosure obligations under Rule 15¢2-12.

Additional ~‘Infon'na‘cion. Prospective bidders should read the entire Preliminary Official
Statement, copies of which may be obtained in electronic form from the City. :

GO,

Dated: , 2019,
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EXHIBIT A

[FORWML OF ISSUE PRICE CERTIFICATE
(IF 3 BIDS FROM COMPETITIVE PROVIDERS ARE RECEIVED)]

(TO BE DELIVERED BY THE PURCHASER AS DESCRIBED IN THE:
OFFICIAL NOTICE OF SALE)

$ *
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

This certificate is being delivered by : -, the purchaser (the
" “Purchaser’) in connection with the issuance of the City and County of San Francisco Refunding
Certificates of Participation, Series 2019-R1 (Multiple Capital Improvement Projects) (the
“Certificates”). The Purchaser hereby certifies and represents that:

1. Reasonably Expected Initial Offering Price.

(@) As of the Sale Date, the reasonably expected initial offering prices of the -
Certificates to the Public by the Purchaser are the prices listed in Schedule A (the “Expected
Offering Prices”). The Expected Offering Prices are the prices for the Maturities of the Certificates
used by the Purchaser in formulating its bid to purchase the Certificates. Attached as Schedule B
is a true and correct copy of the bid provided by the Purchaser to purchase the Certificates.

(b) The Purchaser was not gwen the opportunity to review other bids prior to
submitting its bid. .

(c)  The bid submitted by the Purchaser constituted a firm offer to purchase the’
Certificates. ' '

2. Deﬁnéd Terms.
(@)  Issuer means the City and County of San Francisco.

(b)  Maturity means Certificates with the same credit and payment terms. Certificates
with different maturity dates, or Certificates with the same maturity date but different stated
interest rates, are treated as separate Maturities.

(¢)  Public means any person (including an individual, trust, estate, partnership,
association, company, or corporation) other than an Underwriter or-a related party to an
Underwriter. The term “related party” for purposes of this certificate generally means any two or
more persons who have greater than 50 percent common ownership, directly or indirectly.

* Preliminary, subject to change.
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, (d)  Sale Date means the first day on which there is a binding contract in writing for the
sale of a Maturity of the Certificates. The Sale Date of the Certificates is , 2019.

(e) Underwriter means (1) any person that agrees pursuant to a written conftract with
the Issuer (or with the lead underwriter to form an underwriting syndicate) to participate in the
initial sale of the Certificates to the Public, and (ii) any person that agrees pursuant to a written
contract directly or indirectly with a person described in clause (i) of this paragraph to participate
in the initial sale of the Certificates to the Public (including a member ofa selling group or a party
to a retail distribution agreement participating in the initial sale of the Certificates to the Public).

The representations set forth in this certificate are limited to factual matters only. Nothing
in this certificate represents the Purchaser’s interpretation of any laws, including specifically
Sections 103 and 148 of the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations thereunder. The undersigned understands that the foregoing information will be relied
upon by the Issuer with respect to certain of the representations set forth in the Tax Certificate and
with respect to compliance with the federal income tax rules affecting the Certificates, and by
Stradling Yocca Carlson & Rauth P.C. and Curls Bartling P.C., Co-Special Counsel, in connection
with rendering its opinion that the interest evidenced by the Certificates is excluded from gross
income for federal income tax purposes, the preparation of the Internal Revenue Service Form:

8038-G, and other federal income tax advice that it may give to the Issuer from time to time relating
to the Certificates. : o

[INAME OF PURCHASER]

By:

Name:

Dated:. [ISSUE DATE]
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SCHEDULE A
EXPECTED OFFERING PRICES
(4ttached)
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‘ SCHEDULEB
'COPY OF PURCHASER’S BID
(Attached)
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[FORM OF ISSUE PRICE CERTIF ICATE
(IF LESS THAN 3 BIDS FROM COMPETITIVE PROVIDERS ARE RECEIVED)]

(TO BE DELIVERED BY THE PURCHASER AS DESCRIBED IN THE
OFFICIAL NOTICE OF SALK) '
$
CITYAND COUNTY OF SAN FRANCISCO

REFUNDING CERTIFICATES OF PARTICIPATION, SERIES 2019~R1
: (MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

The undersigned, on behalf of (the “Purchaser”), hereby certifies as
set forth below with respect to the execution and delivery of the above-captioned obligations
(the “Certificates”) of the City and County of San Francisco (the “City”).

1. Sdle of the General Rule Maturities. As of the date of this certificate, for
each Maturity of the General Rule Maturities, the first price at which at least.10% of such
Matunty was sold to the Public-is the respective price listed in QcthLlP A.

2, Inztzal Offering Price of the Hold-the-Offering-Price Maturities.

(@) The Purchaser offered the Hold-the-Offering-Price Matlm'ties to the Public
for purchase at the respective initial offering prices listed in Schedule A (the “Initial Offering
Prices™) ot or before the Sale Date. A copy of the pricing wire or equivalent communication
for the Certificates is attached to this certificate as Schedule B.

©) As set forth in the Official Notice of Sale, the Purchaser agreed in writing on
of prior to the Sale Date that, (1) for each Maturity of the Hold-the-Offering-Price Maturities,
it would neither offer nor sell any of the Certificates of such Maturity to any person at a price
that is higher than the Initial Offering Price for such Maturity during the Holding Period for
such Maturity (the “hold-the-offering-price rule”), and (ii) any selling group agreement shall
contain the agreement of each dealer who is a'member of the selling group, and any retail
distribirtion agreement shall contain the agreement of each broker-dealer who is a party to .
. the retail distribution agreement, to comply with the hold-the-offering-price rule. Pursuant to
such agreement, no Underwriter (as defined below) offered or sold any Maturity of the Hold- -
the- Offering-Price Maturities at a price that is higher than the respective Initial Offenng
Price for that Maturity of the Certificates durmg the Holding Period.

3. Defined Terms.

(a)  General Rule Maturztzes means those Maturities of the Certlﬁcates listed in
Schedule A hereto as the “General Rule Maturities.” *

(b) Hold-the-Offering-Price Maturities means those Maturities of the Certlﬁcates ‘
listed in Schedule A hereto as the “Hold-the- -Offering-Price Maturities.”

(o) Holding Period means, with respect to a Hold-the-Offering-Price Maturity,

* Preliminary, subject to change.
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the peﬁbd‘starting on the Sale Date and ending on the earlier of (i) the close of the fifth
business day after the Sale Date, or (ii) the date on which the Purchaser sold at least 10% of
such Hold-the-Offering-Price Maturity to the Public at prices that are no higher than the
Ithal Offering Price for such Hold-the-Offering-Price Matuity.

(d) ~ Maturity means Certificates with the same credit and payment terms.
Certificates with different maturity dates, or Certificates with the same mamnty date but
'dlfferent stated interest rates, are treated as separate maturities.

(&) Public means any person (including an individual, trust, estate, partnership,
association, company, or corporation) other than an Underwriter or a related party to an
Underwriter. The term “related party” for purposes of this certificate generally means any

two or more persons who have greater than 50 percent common ownership, dlrectly or.
mdlrecﬂy :

( 1) Sale Date meané the first day on which there is a binding contract in writing

for the sale of a Maturity of the L,emncates The Sale Date OI the bemncates is
2019.

bl

(b)  Underwriter means. (1) any person that agrees pursuaht to a written contract
with the City (or with the lead underwriter to form an underwriting syndicate) to participate
in the initial sale of the Certificates to the Public, and (ii) any person that agrees pursuant to
a written contract directly or indirectly with a person described in clause (1) of this paragraph
to participate in the initial sale of the Certificates to the Public (including a member of a

selling group or a party to a retail distribution agreement participating in the mmal sale of
the Certificates to the- Public).

The representations set forth in this. certificate are limited to factual matters only.
Nothing in this certificate represents the Purchaser’s interpretation of any laws, including
specifically Sections 103 and 148 of the Internal Revenue Code of 1986, as amended, and the

- Treasury Regulations thereunder. The undersigned understands that the foregoing information

will be relied upon by the City with respect to certain of the representations set forth in the tax
certificate with respect to the Certificates and with respect to compliance with the federal
income tax rules affecting the Certificates, and by Stradling Yocca Carlson & Rauth P.C. and .
Curls Bartling P.C., Co-Special Counsel in connection with rendering their opinion that the
interest on the Certificates is'excluded from gross income for federal income tax purposes, the
preparation of the Internal Revenue Service Form 8038-G, and other federal income tax advme
that they may give to the C1ty from time to time relating to the Certificates.

[NAME OF PURCHASER]

By:

Name:

Dated: [ISSUE DATE]
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SCHEDULE A

, ' SALE PRICES OF THE GENERAL RULE MATURITIES AND
INITIAL OFFERING PRICES OF THE HOLD-THE-OFFERING-PRICE MATURITIES

(4ttached)
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SCHEDULE B
PRICING WIRE OR EQUIVALENT COMMUNICATION

: (A‘tta;:hed)
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. NOTICE OF INTENTION TO SELL

$ ' E3
CITY AND COUNTY OF SANFRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION
SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

NOTICE IS HEREBY GIVEN that the City and County of San Francisco (the ““City”) intends to
offer the above- -captioned cettificates of participation (the “Certzﬁcaz‘es”) for pubhc sale on:

,2019"
at | | a.m.” (California time)

* (subject to modification, postponement or cancellation in accordance
with the Official Notice of Sale)

by electronic bids only through Ipreo LLC’s BIDCOMP™/PARTTY® System (“Parzty”)

The City reserves the right to postpone or cancel the sale of the Cerfificates prior to the time bids
are to be received or to change the terms thereof upon notice .given through Thomson Reuters and/or
Bloomberg Business News (collectively, the “News Services™) and/or Parity as described herein below. If
no bid is awarded for the Certificates, the City may reschedule the sale of the Certificates to another date
or time by providing notification through Parity and/or the News Services.

The Certificates will be offered for public sale subject to the terms and COIldlthllS of the Official
Notice of Sale, dated onoraround " " ,2019 (the “Official Notice of Sale”) relating to the Certificates.
Additional information regarding the proposed sale of the Certificates, including copies of the Preliminary
Official Statement for the Certificates, dated on or around , 2019 (the “Preliminary Official
Statement”), and the Official Notice of Sale, are expected to be available electronically at Ipreo Prospectus:
www.i-dealprospectus.com on or around , 2019, and may also be obtained from either of the City’s
Co-Municipal Advisors: (i) PFM Financial Advisors LLC, 50 California Street, Suite 2300, San Francisco,
California 94111, telephone 415-982-5544, attention: Sarah Hollenbeck (email: hollenbecks@pfm.com);
or (i) NHA Advisors, 4040 Civic Center Drive, Suite 200, San Rafael, California 94903, telephone 415-
7852025 x 2001, attention: Craig Hill (email: craig@NHAadvisors.com). Failure of any bidder to receive
- such notice shall not affect the legality of the sale.

Other than with-respect to postponement or cancellation as described above, the City reserves the
right to modify or amend the Official Notice of Sale in any respect, as more fully described in the Official
Notice of Sale; provided; that any such modification or amendment will be communicated to potential
bidders through Parity and/or the News Services not later than 1: 00 p.m. (California time) on the business
day preceding the date for receiving bids for the Certificates or as otherwise described in the Official Notice
of Sale. Failure of any potential bidder to receive notice of any modification or amendment will not affect
the sufficiency of any such notice or the legality of the sale. The City reserves the right, in its sole discretion,
to reject any and all bids and to waive any irregularity or informality in any bid which does not materially

* Preliminary, subject to change.
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affect such bid or change the ranidng of the bids.

Dated: ‘

, 2019
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shall this Preliminary Official
solicltation, or sale would be

ect to completion or amendment without nolice. Under no circumstances

This Preliminary Official Statement and the Information contained herein are subj

, in any jurisdiction in which such offer,

licitation of an offer to buy, nor shall there be any sale of these securities

unlawful prior to registration or qualification under the securities laws of such Jurisdiction.

Statement constitute an offer to sell or the so

PRELIMINARY OFFICIAL STATEMENT DATED , 2019
NEW ISSUE —~ BOOK-ENTRY ONLY : RATINGS: Moody’s:
' S&P: o
Fitch:

(See “RATINGS” herein)

In the opinion of Stradling Yocca Carlson & Rauth, P.C., Newport Beach, California and Curls Bartling P.C., Oakland, California, Co-Special Counsel,
under existing statutes, regulations, rulings and court decisions, and subject o the matters described in "TAX MATTERS" herein, interest evidenced by the
Certificates is excluded pursuant lo section 103(a) of the Internal Revenue Code of 1986 from the gross income of the owners thereof for federal income tax
purposes and is pot included in the federal alternative mininmn tax for individuals or, except as described herein, corporations, Itis also the opinion of Co-
Special Counsel that under existing law interest evidenced by the Certificates is exempt from personal income taxes of the State of California, See "TAX
MATTERS" herein, including a discussion of the federal alternative minimum tax consequences for corporations.{To be reviewed by Co-Special Counsel.]

$[Par Amount]*

CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION
SERIES 2019-R1
(CAPITAL PROJECTS)

evidencing proportionate interests of the Owners thereof in.a Project Lease,
tncluding the right to receive Base Rental payments to be made by the
CITY AND COUNTY OF SAN FRANCISCO

Dated: Date of Delivery Duer April 1, as shown on the inside cover

This cover p)}ge contains certain information for general reference only. It is not intended to be a summary of the security for or the terms of the
Certificates. Investors are advised to read the entire Official Statement to obtain information essential to the making of an informed investment decision.

The Certificates captioned above (the “Certificates”) will be sold to provide funds to: {(i) Jgrepay certain outstanding certificates of participation (as further
described herein, the “Prior Certt cates’zof the City and County of San Francisco (the “City™), the proceeds of which financed capital projects of the City
generally consisting of improvements to Laguna Honda Hospital and selated property owned by the City and vatious City streets; (i1) finance the acquisition
of ca%ital equipment, including mechanical street sweepers, and other capital expenditures; an iiii? pgy costs of execution and delivery of the Certificates.]
See “PLAN OF FINANCE AND THE LEASED PROFERTY” and “ESI;MAT D SOURCES SES OF FUNDS.”

The Certificates are executed and delivered pursuant to a Trust Agreement, dated as of May 1, 2009, as greviopsly supplemented and amended and as
supplemented and amended by the Third Supplement to Trust Agreement, dated as of 1, 2019 (as supplemented and amended, the “Trust
Agreement™), by and between the City and U.S. Bank National Association, as trustee (the ™ITustee”), and in accordance with the Charter of the City (the.
“Charter”). See “THE CERTIFICATES — Authority for Execution and Delivery.” The Certificates évidence the principal and interest components of the
Base Rental payable by the City pursuant to a Project Lease, dated as of May 1; 2009, as previously supplemented and amended and as supplemented and
amended by that certain Third Supplement to Project Lease, dated as of 1, 2019 (as so supplemented and amended, the “Project Lease™), by and
between the Trustee, as lessor, ang the City, as lessee. The City has covenanted in the Project Lease to take such action as may be necessary to include and
maintain all Base Rental and Additional Rental r?ayme:nts in its annval budget, and to make necessary annual appropriations therefor, See “SBCURITY
AND SOURCES OF PAYMENT FOR THE CERTIFICATES — Covenant to Budget.” The obligation of the City fo pay Base Rental is in consideration for
the use and occupancy of the site and facilities subject to the Project Lease (as further described erein, the “Leased Property™), and such obligation may be

- abated in whole or in part if there is substantial interference with the City’s use and oceupancy of the Leased Property. See “CERTAIN RISK FACTORS ~

Abatement.” The Leased Property generally consists of [the Link Building and East Residence building of the City’s Laguna Honda Hospital]. See “PLAN
OF FINANCE AND THE LEASED PROPERTY" herein,

The Certificates will be delivered in fully registered form and registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”).
Individual purchases of the Certificates ill be made in book entry form only, in the principal amount of $5,000 and integral multiples thereof. Principal and |
interest with respect to the Certificates will be paid by the Trustee to DTC, which will in tum remit such payments to the participants in DTC for subsequent
disbursement to the beneficial owners of the Certificates, See “THE CERTIFICATES — Form and Registration.” Interest evidenced and represented by the
Certificates is payable on April 1 and October 1 of each year, commencing [April 1, 2020]. Prncipal will be paid as shown on the inside cover hereof.” See
“THE CER'ITI-% 'ATES — Payment of Principal and Interest.”

The Certificates are subject to prepayment prior to maturity as deseribed herein. See “THE CERTIFICATRS — Prepayment of the Certificates.”.

THE OBLIGATION OF THE CITY TO MAKE BASE RENTAL OR ADDITIONAL RENTAL PAYMENTS UNDER THE PROJECT LEASE
DOES NOT CONSTITUTE AN OBLIGATION FOR WHICH THE CITY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM. OF
TAXATION OR FOR WHICH THE CITY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR
THE OBLIGATION OF THE CITY. TO MAKE BASE RENTAL OR ADDITIONAL RENTAL PAYMENTS CONSTITUTES AN
INDEBTEDNESS OF THE CITY, THE STATE OR ANY OF ITS POLITICAL SUBDIVISIONS WITBIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION., THE CITY SHALL BE OBLIGATED TO MAKE BASE
RENTAL PAYMENTS SUBJECT TO THE TERMS OF THE PROJECT LEASE AND NEITHER THE CITY NOR ANY OF ITS OFFICERS
SHALL INCUR ANY LIABILITY OR ANY OTHER OBLIGATION WITH RESPECT TO THE EXECUTION AND DELIVERY OF THE
CERTIFICATES. SEE “CERTAIN RISK FACTORS.” .

BIDS FOR THE PURCHASE OF THE CERTIFICATES WILL BE RECEIVED BY THE CITY AT AM. PACIFIC TIME ON 2019,
AS PROVIDED IN THE OFFICIAL NOTICE OF SALE INVITING BIDS DATED 2019, UNLESS POSTPONED AS SET FORTHIN SUCH
OFFICIAL NOTICE OF SALE. See “SALE OF THE CERTIFICATES” herein. .

MATURITY SCHEDULE

(See inside cover)

The Certificates are offered when, as and if executed and received by the Purchaser, subject to the approval of the validity of the Project Lease by Stradling
Yocca Carlson & Rauth, P.C., Newport Beach, California and Curls Bartling P.C., Oakland, California, Co-Special Coumsel, and certain other conditions.
Certain Ze;ral matlers will be passed upon for the City by the City Attorney and by Hawkins Delafield & Wood LLP, San Francisco, California, Disclosure
Counsel. It is expected that the Certificates in book-entry form will be available for delivery through DTC on or about , 2019

Dated:

2019,

* Preliminary, suhject to change.
3328081:3 043352 OS°
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MATURITY SCHEDULE

(Base CUSIP! Number: )
Certificate Payment Date
(April 1) Principal Amount Interest Rate Price/Yield> CUSIP! Suffix
bl
‘18 " . %Term Certificates due April |, —Price/Yiel® - % CUSIP! Number: ]

CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is, provided by CUSIP Global Services, managed by .
-Standard and Poor’s Financial Services LLC on behalf of the American Bankers Association. CUSIP mumbers are provided for convenience of
reference only. The City does not take any responsibility for the accuracy of such numbers.

Reofferin g pricesfyields fumished by the Purchaser. The City talces no responsibility for the accuracy thereof.
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No dealet, broker, salesperson or other person has been authorized by the City to give any information or to
make any representations other than those contained herein and, if given or made, such other information or
representation must not be relied upon as having been authorized by the City. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of the Certificates by

auy person, in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or
sale, .

This Official Statement is not to be construed as 4 contract with the purchaser or purchasers of the Certificates,
Statements contained. in this Official Statement which involve estimates, forecasts or matters of opinion,

whether or not expressly so described herein, are intended solely as such and are not to be construed as
representations of fact. '

The information set forth herein,; other than that provided by the City, has been obtained from sources that are

believed to be reliable, but is not guaranteed as to accuracy or completeness. The information and expressions
" of opinion herein are subject to change without notice and neither delivery of this Official Statemient nor any
sale made hereunder shall, under any mrcumstances create any 1mphcat10n that there has been no ehange mn
the affairs of the City since the date hereof.

. This Ofﬁcml Statement is submitted in connection with the execution and sale of the Certificates referred to
herein and may not be reproduced or used, in whole or in part, for any other puipose, unless authorized in
writing by the City. All summmaries of the documents and laws are made subject to the provisions thereof and
do not purport to be complets statements of any or all such provisions.

In connection with the offering of the Certificates, the underwriters may over-allot or effect transactions which
stabilize or maintain the market price of the Certificates at levels above that which might otherwise prevail in
the open market. Such stabilizing, if commenced, may be discontinued at any time. The underwriters may offer
and sell the Certificates to certain dealers and dealer banks at pnees lower than the initial public offering prices

stated on the inside cover hereof. Such initial public offering pnces may be changed from time to time by the
underwriters.

This Official Statement contains forecasts, projections, estimates and other forward-looking statemeénts that are
based on cwrent expectations. .The words -“expects,” “forecasts,” “projects,” “intends,” “anticipates,”
“estimates;” “assumes” and analogous expressions are intended to identify forward-looking statements. Such
forecasts, projections and estimates are not intended as representations of fact or guarantees of results. Any
such forward-looking statements inherently are subject to a variety of risks and uncértainties that could cause
actual results or performance to differ materially from those that have been. forecast, estimated or projected.
Such risks and uncertainties include, among others, changes in social and economic conditions, federal, state
and local statutory and regulatory initiatives, litigation, population changes, seismic events and various other
events, conditions and circumstances; many of which are beyond the control of the City. These forward-

. looking statements speak only as of the date of this Official Statement. The City disclaims any obligatiori or
undertaking to release publicly any updates or revisions to any forward-locking statement contained herein to

. reflect any changes in the expectations of the, City with regard thereto or any change in events, conditions or
circumstances on Whlch any such statement is based

The execution and sale of the Certificates have not been registered under the Securities Act of 1933 in reliance
upon the exemphon prowded thereunder by Section 3(2)2 for the issuance and sale of municipal securities.

The City maintaids a website. The information presented on suoh website is nof iIncorporated by 1eferenee as
part of this Official Statement and should not be relied upon in making investment decisions with respect to the
Certificates. Various other Web51tes referred to in this Official Statement also are not incorporated herein by
such references.
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OFFICIAL STATEMENT

$[Par Amount]* .

CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION
SERIES 2019-R1
(CAPITAL PROJECTS)

evidencing prop‘ertionate interesﬁ of the Owners thereofin a Project Lease,
including the right to receive Base Rental payments to be made by the
. CITY AND COUNTY OF SAN FRANCISCO

INTRODUCTION

This Official Statement, including the cover page and the appendices hereto is provided to furnish
information in connection with the offering by the City and County of San Francisco (the “City”) of its City
and County of San Francisco Refunding Certificates of Participation, Series 2019-R1 (Cap1tal Projects) (the
“Certificates”). Any capitalized term not defined herein will have the meaning given to such term in
APPENDIX C: “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — Definitions.”
The references to any legal documents, instruments and the Certificates in this Official Statement do not

purport to be comprehénsive or deﬁmtlve and reference is made to-each such document for complete details of
* all terms and conditions.

This Introductmn is des1gned to give an overview of the transacﬁons and serve as a gu;tde to the
contents of this Official Statement. :

Overview of the Transaction. 'Ihe City, exercising its Charter powets to convey and lease propetty for
City purposes, has conveyed the Leased Property (as defined hereafter) to U.S. Bank National Association, as
trustee (the “Trustee™) under the Property Lease (the “Original Property Lease™), dated as of May 1, 2009, by
and between the City, as lessor, and the Trustee, as lessee, as previously supplemented and an;iended and as
supplemented and amended by that certain Third Supplement to Property Lease (the “Third Supplement to
Property Lease?), dated as of 1, 2019 (as so supplemented and amended, the “Property Lease”), at a
nominal annual rent. The Trustee has leased the Leased Property back to the City for the City’s use under the
Project Lease (the “Original Project Lease™), dated as of May 1, 2009, by and between the Trustee, as lessor, -
* and the City, as lessee, as previously supplemented and amended and as supplemented and amended by that
certain. Third Supplement to Project Lease (the “Third Supplement to Project Lease™), dated as of 1,
2019 (as so supplemented and amended, the “Project Lease™). The Leased Property generally consists of [the
Link Building and East Residence building of the City’s Laguna Honda Hospital]. See “PLAN OF FINANCE
AND THE LEASED PROPERTY.” The City will be obligated under the Project Lease to pay Base Rental
. payments and other payments to the Trustee each year during the term of the Project Lease (subject to certain’
conditions under which Base Rental may be “abated” as discussed herein), Each payment of Base Rental will
consist of principal and interest components, and when received by the Trustee in each rental period, will be
deposited in trust for payment of the Certificates. The Trustee will create the “certificates of participation™
the Project Lease, representing proportional interests in the principal and-interest components of Base Rental it
will receive from the City. The Trustee will apply Base Rental it receives to pay principal and interest with
respect to ‘each Certificate when due according to the Trust Agreement (the “Original Trust Agreement™),
dated as of May 1, 2009, by and between the City and the Trustee, as previously supplemented and amended
and as supplemented and amended by that Certain Third Supplement to Trust Agreement (the “Third
Supplement to Trust Agreement”), dated as of 11,2019 (as so supplemented and amended, the “Trust
Agreement”), which governs the security and terms of payment of the Certificates. The money received from
the sale of the Certificates will be applied by the Trustee, at the City’s direction, to [(i) prepay certain
ontstanding certificates of participation’(as further described herem the “Prior Certificates”) of the City, the
proceeds of which financed capital projects of the City generally consisting of improvementsto Laguna Honda
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Hospital and related property owned by the City and various City streets; (if) ) finance the acquisition of
capital equipment, including mechanical street sweepers, and other capital expenditures; and (iii) pay costs of

execution and delivery of the Certificates.] See “PLAN OF FINANCE AND THE LEASED PROPERTY”
herein.

The Certificates are being delivered as Additional Certificates vinder the Trust Agreement and will be
secured by Base Rental payments relating to the Leased Property on a parity with all of the $42,835,000 City
and County of San Prancisco Certificates of Participation, Series 2012A. (the “2012A Certlﬁcates”) currently :

outstandmg in the aggregate prm<:1pa1 amount of §

Guide to this Oﬁ’zczal Statemenz‘ The Project and the Leased Property are described herem in the .
section “PLAN OF FINANCE AND THE LEASED PROPERTY.” The application of the proceeds of sale of
the Certificates is described in the sections “PLAN OF FINANCE AND THE LEASED PROPERTY” and
- “ESTIMATED SOURCES AND USES OF FUNDS.” The terms of the Certificates and repayment thereof
and security for the Certificates are described in the sections “THE CERTIFICATES,” “SECURITY AND
SOURCES OF PAYMENT FOR THE CERTIFICATES,” and other sections in the front portion of this.
Official Statement. Cuwrent information about the City, its finances and govemance, are provided in.
APPENDIX A. The City’s most recenti comprehensive annual financial report appears in APPENDIX B. A

A L ASANLARA D, A

summary of the Project Lease, the Property Lease, the Trust Agreement, and other basic legal documents are

s

provided in APPENDIX C.

This Official Statement speaks only as of its date, and the information contained herein is subject to
change. Except as required by the Continuing Disclosure Certificate to be'executed by the City, the City has no
obligation to update the information in this Official Statement. -See “CONTINUING DISCLOSURE” and
APPENDIX D: “FORM OF CONTINUING DISCLOSURE CERTIFICATE” herein.

Quotations from and summaries and explanations of the Certificates, the Trust Agreement, the Project
Lease, the Property Lease, the ordinance providing: for the execution and delivery of the Certificatés, other
legal documents and provisions of the constitution' and statutes of the State of Califormia (the “State™), the
City’s Charter and ordinances, and other documents described herein, do not purport to be complete, and
reference is made to said laws and documents for the complete provisions thereof. Copies of those documents
and information canceming the Certificates are available from the City through the Office of Public Finance, 1
Dr. Carglton B. Goodlett Place, Room 336, San Francisco, CA  94102-4682. Reference is made herein to
various other documents, reports, websites, etc., which were either prepared by parties other than the City, or
"were not prepared, reviewed and approved by the City with a view towards making an offering of public
“securities, and such materials are therefore not mcorporated herein by such references nor deemed a part of this ©
Official Statement.

THE CITY AND COUNTY OF SAN FRANCISCO

General. The City is the economic and cultural center of the San Francisco Bay Area and northern
California. The himits of the City encompass over 93 square miles, of which 49 square miles are land, with the
" balance consisting of tidelands and a portion of the San Francxsco Bay (the “Bay™). The City is located at the
northern tip of the San Francisco Peninsula, bounded by the Pacific Ocean to the west, the Bay and the San
Francisco-Oakland Bay Bridge to the east, the entrance to the Bay and the Golden Gate Bridge to the north,
and San Mateo County to the south. Silicon Valley is about a 40-minute ddve to the south, and the wine
country is about an hour’s drive to the north. According to the State Department of Finance, the City’s
population as of July 1, 2018 was 887,540,

The San Francisco Bay Area consists of the nine counties contiguous to the Bay: Alameda Contra
Costa, Marin, Napa, San Franciséo, San Mateo, Santa Clara,Solano and Sonoma Counties (collectwely, the
“Bay Area”). The economy of the Bay Area includes a wide range of industries, supplying local needs as well
as the needs of national and international markets. Major business sectors in fhe Bay Area include technology, .

2
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retail, entertainment and the arts, conventions and tourism, service businesses, banking, professional and
financial services, corporate headquarters, intenational and wholesale trade, multimedia and advertising and
higher education. The California State Supreme.Court is also based in San Francisco.

The City is a major convention and tourist destination. According to the San Francisco Travel
Association, a nonprofit membership organization, during the calendar year 2017, approximately 25.5 million .
tourists visited the City, with total direct spending estimated at $9.1 billion. Direct spending from conventlons
trade shows and group meetings generated approximately $687.4 mﬂhon in 2017.

The City is also a leading center for financial activity in the State, The headquarters of the Twelfth
Federal Reserve District and the Eleventh District Federal Home Loan Bank are located in the City.

The City benefits from a highly skilled, educated and professional labor force, According to the U.S.
Department of Commerce Bureau of Economic Analysis, the per-capita personal income of the City for
calendar year 2017 was $119,868. According to the U.S. Department of Labor Bureau of Labor Statistics, the

" - average unemployment rate for calendar year 2018 was 2.4%. The San Francisco Unified School District

(“SFUSD™), which is a separate legal entity from the City, operates 14 transitional kindergarten schools, 64
~ elementary schools serving grades TK-5, 8 schools serving grades TK-8, 13 middle schools serving grades 6-8,
" 15 high schools serving grades 9-12, 12 early education schools, and 14 active charter schools authorized by
SFUSD. Higher education institutions located in the City include the University of San Francisco, California
State University — San Francisco, University of California — San Francisco (a medical school and health
science campus), the University of California Hastings College of the Law, the University of the Pacific’s
School of Dentistry, Golden Gate University, City College of San Francisco (a public community college), the
Att Institute of California — San Francisco, the San Francisco Conservatory of Music, the California Culinary
Academy, and the Academy of Art University.

San Francisco International Afrport (“SFO”), located 14 miles south of downtown San Francisco in an
. unincorporated area of San Mateo County and owned and operated by the City, is the principal commercial
service airport for the Bay Area and one of the nation’s principal gateways for Pacific Rim traffic. In fiscal
year 2017-18, SFO setviced approximately 58 million passengers and handled 561,150 metric tons of cargo.
The City is also served by the Bay Area Rapid Transit District (“BART,” an electric rail commuter service
linking the City with the East Bay and the San Francisco Peninsula, including SFO), Caltrain (a conventional
commuter rail line linking the City with the San Francisco Peninsula), and bus and ferry services between the
City and residential areas to the north, east and south of the City. San Francisco Municipal Railway (“Muni™),
operated by the San Francisco Municipal Transportation Agency (“SFMTA™), provides bus and streetcar
service within the City. The Port of San Francisco (the “Port™), which administers 7.5 miles of Bay waterfront
held in “public trust” by the Port on behalf of the people of the State, promotes a balance of maritime-related
commerce, fishing, recreational, industrial and commercial activities, and natural resource protection.

Government. San Fraocisco is a ¢ity and county chartered pursuant to Article XI, Sections 3, 4, 5 and
6 of the Constitution of the State of California and is the only consolidated city and county in the State. Voters
approved the City’s current Charter at the November 1995 election. The City is governed by a Board of
Supervisors elected from 11 districts to serve 4-year terms, and a Mayor who serves as chief executive officer,
elected citywide to-a 4-year term. The City’s original budget for fiscal years 2018-19 and 2019-20 totals
$11.04 billion and $11.10 billion, respectively. The General Fund portion of each year’s original budget is
$5.51 billion in fiscal year 2018-19 and $5.52 billion in fiscal year 2019-20, with the balance being allocated
to all other funds, inchuding enterprise fund departments, such as SFO, SFMTA, the Port Commission and the
San Prancisco Public Utilities Commission (“SFPUC”). The City employed 33,045 full-time-equivalent
employees at the end of fiscal year 2017-18, of which - positions were funded from sources other than
“the City’s General Fund, According to the Controller of the City (the “Controller™), the fiscal year 2018-19 net
total assessed valuation of taxable property in the City is approximafely $259.3 billion.
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More detailed mformation about the City’s governance, organization and finances may be found in
APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES” and in
APPENDIX B: “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF
SAN FRANCISCO FOR THE FISCAL YEAR ENDED. JUNE 30, 2018.”

THE CERTIFICATES

Authority for Execution and Delivery

The Certificates will be executed and delivered pursuant to the Trust Agreement. Each Certificate
will represent a proportionate interest in the right of the Trustee to receive Base Rental payments (comprising
principal and interest components) payable by the City pursuant to the Project Lease. The City will be
obligated under the Project Lease to pay the Base Rental in consideration for its use and occupancy of the
Leased Property. The Leased Property will be leased by the City to the Trustee pursuant to the Property Lease. -

The Original Trust Agreement, the Original Property Lease, and the Original Project Lease were
approved by the Board of Supervisors of the City by its Resolution No. 351-08, adopted on July 29, 2008 and
signed by the Mayor on August 5, 2008, The Third Supplement to Trust Agreement and the Third Supplement
to Project Lease were approved by the Board of Supervisors of the City by its Ordinance No. ____, adopted on
2019 and signed by the Mayor on ,2019. Ordinance No. authorized the exccutioh and

delivery of up to ${160,000,000] aggregate principal amount of the Certificates under the Trust Agreement.
Under Section 9.108 of the Charter of the City, the City is authorized to enter into lease-financing agreements
with a public agency or nonprofit corporation only with the assent of the majority of the voters voting upon a
proposition for the purpose. The lease-financing arrangements with the Trustee for the Certificates do not fall
under this provision, since the Trustee is neither a public agency nor 2 nonprofit corporation. The City has
“obtained a judgment jn the Superior Court for the City and County of San Francisco validating the Original
Project Lease, the Original Property Lease, the Original Trust Agreement and certain other matters. No
validation action has been pursued or is expected to be pursued with respect to the validity of the Third
Supplement to Project Lease, the Third Supplement to Property Lease, or the Third Sapplement to Trust
Agreement. See “VALIDATION ACTION™ herein. ’

. The Trust Agreement, the Property Lease, the Project Lease and the execution and delivery of the
Certificates were approved by the Board of Supervisors of the City by its Ordinance No. , adopted by the
Board of Supervisors on 2019 and approved by the Mayor én , 2019 (the “Ordinance™).
The Ordinance authorized the execution and delivery of up to § 4 aggregate principal amount bf the
Certificates under the Trust Agreement and the payment of a maximum annual Base Rental payment under the
Project Lease. Under Section 9.108 of the Charter of the City, the City is authiorized to enter into lease-
financing agreements with a public agency-or nonprofit corporation only with the assent of the majority of the
voters voting upon a proposition for the purpose. The lease—ﬁnancing arrangements with the Trustee for the
Certificates do not fall under this provision, since the Trustee is nelther a public agency nor a nouprofit
corporatlon

Payment of { Principal and Dnterest

The principal evidenced and represented by the Certificates ‘will be payable on April 1. of each year
shown on the inside cover herecf, or upén prepayment prior thereto, and will evidence and represent the sum
of the portions of the Base Rental Payments designated as principal components coming due on each April 1.
Payment of the principal and premium, if any, of the Certificates upon prepayment or upon the Certificate
Payment Date will be made.upon presentation and surrender of such Certificates at the Principal Office of the
Trustee., Principal and premiwm will be payable in lawfil money of the United States of America. ’

Interest evidenced and represented by the Certificates will be payable on April 1 and October | of
each year, commencing on [April 1, 2020] (each, an “Interest Payment Date”) and continuing to and including

4
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their Certificate Payment Dates or on prepayment prior thereto, and will evidence and represent the sum of the
portions of the Base Rental designated as interest components coming due on such dates in each year. Interest
with respect to the Certificates will be calculated on the basis of a 360-day year composed of twelve 30-day
months. Interest evidenced and represented by each Certificate will accrue from the Interest Payment Date
next preceding the date of execution and delivery thereof, unless (i) it is executed after a Regular Record Date
and before the close of business on the immediately following Interest Payment Date, in which event interest
represented thereby will be payable from such Interest Payment Date or (if) it is executed prior to the close of
business on the first Regular Record Date, in which event interest represented thereby will be payable from the
date of delivery; provided, however, that if at the time of execution of any Certificate interest thereon is In
default, such interest will be payable from the Interest Payment Date to which interest has previously been paid
or made available for payment or, if no interest has been paid or made available for payment, from the date of
delivery.

Interest evidenced and represented by the Certificates will be payable in lawful money of the United

- States of America. Payments of interest represented by the Certificafes will be made on each Interest Payment
Date by check of the Trustee sent by first-class mail, postage prepaid, or by wire transfer to any Owner of
$1,000,000 or more of Certificates to the account in the United States of America specified by such Owner in a
written request delivered to the Trustee on or prior to the Regular Record Date for such Interest Payment Date,
to the Owner thereof on the Regnlar Record Date.

Form and Registration

The Certificates will be executed and delivered in the aggregate principal amount shown on the cover - -

hereof.

The Certificates will be delivered in fully registered form, without coupons, dated their date of
delivery, and registered in the name of Cede & ‘Co., as nominee of The Depository Trust Company, New York,
New York (“DTC?), who will act as securities depository for the Certificates. Individnal purchases of the
Certificates will be made in book-entry form only in the principal amount of $5,000 or any integral multiple
thereof. Principal and interest evidenced and represented by the Certificates will be paid by the Trustee to
DTC which will in turn remit such principal and imterest to the participants in DTC for subsequent
disbursement to the beneficial owners.of the Certificates. Beneficial owners of the Certificates will not receive
physical certificates representing their interest in the Certificates. For further information concerning thé .
Boolk-Entry Only System, see APPENDIX E: “DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Prepayment of the Certificates
Optional Prepéyment

The Certificates with a Certificate Payment Date on or before April 1, 20 will not be subject to
optional prepayment prior to their respective stated Certificate Payment Dates. The Certificates with a
Certificate Payment Date on or after April 1, 20 are subject to prepayment prior to their respective stated
Certificate Payment Dates, as a whole or in part on any date on or after April 1, 20 | in the event the City
exercises its option under the Project Lease to prepay the principal component of Base Rental payments, at a
prepayment price equal to 100% of the principal amount of Certificates to be prepaid plus accrued interest to
the date fixed for prepayment.

Special Mandatory Prepayment

The Certificates will be subject to mandatory prepayment prior to their respective Certificate Payment
Dates, as a whole or in part on any date, at a Prepayment Price equal to the principal amount thereof (plus
accrued but unpajd interest to the prepayment date), without premium, from amounts deposited in the
Prepayment Account of the Base Rental Fund following an event of damage, destruction or condemnation of

5
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the Leased Property or any portion thereof or upon loss of the use or possession of the Leased Property or any
portion thereof due to a title defect. Such mandatory prepayment of Base Rental will be applied pro rata
among all Quistanding Cerfificates of any series.

Mandatory Sinking Account Inistallment Prepayment”

The Certificates with a Certificate Payment Date of April 1, 20 are subject to sinking account
installment prepayment prior to their stated final Certificate Payment Dats, in part, by lot, from scheduled
payments of the principal component of Base Rental payments, at the principal amount thereof, plus accrued

interest to the prepayment date, without premium, on April 1 in each of the years and in the amounts set forth
below: :

Sinking Account
Payment Date Sinking Account
(April 1) Installment Amount
T

t Final Certificate Payment Date.
Selection of Certificates for Prepaymenf

Whenever provision is made in the Trust Agreement for the prepayment of Certificates (other than
from Sinking Account Installments) and less than all of the Outstanding Certificates are to be prepaid, the City
will direct the principal amount of the Certificates scheduled to be paid on each Certificate Payment Dats to be
prepaid. Among the Certificates scheduled to be paid on a particular Certificate Payment Date, the Trustee,
with the consent of the City, will select Certificates for prepayment by lot in any manner which the Trustee in
its sole discretion deems fair and appropriate; provided, however, that the portion of any Certificate to be
prepald will be in Authorized Denominations and all Certificates to remam Outstanding after any prepayment
in part will be in Authorized Denominations. -

Naz‘ice of Prepayment ~

Notice of prepayment will be given to the respective Owners of Certificates designated for
prepayment by Electronic Notice or first-class mail, postage prepaid, at least 30 but not more than 45 days
before any prepayment date, at their addresses appearing on the registration books maintained by the Trustee;
provided, however, that so long as the DTC book-entry system is used for any Certificates, notice with respect
thereto will be given to DTC, as nominee of the registered Owner, in accordance with its operational
requirements. Notice will also be given as required by the Contmumg Disclosure Certificate.  See
“CONTINUING DISCLOSURE” herein. ‘

Each notice of prepayment will specify: (i) the Certificates or designated pofcions thereof (in the case -
of prepayment of the Certificates in part but not in whole) which are to be prepaid, (ii) the date of prepayment,
(iii) the place or places where the prepayment will be made, including the name and address of the Trustee, (iv)
the prepayment price, (v) the CUSIP numbers (if any) assigned to the Certificates to be prepaid, (vi) the
Certificate mumbers of the Certificates to be prepaid in whole or in part and, in the case of any Certificate to be
prepaid in part only, the amdunt of such Certificate to be prepaid, and (vii) the original issue date and stated
Certificate Payment Date of each Certificate to be prepaid in whole or in part. Such Prepayment Notice will

* Preliminary, subject to change.
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.further state that on the specified date there will become due and payable with respect to each Certificate or
portion thereof bemg prepaid the prepayment price, together with interest represented. thereby accrued but
unpaid to the prepayment date, and that from and after such date, if snfficient funds are available for
prepayment, interest with respect thereto will cease to accrue’ and be payable. Neither failure o receive any
notice nor-any defect therein will affect the proceedings for such prepayment.

Conditional Notice ofPrepbylnenc' Cancellation of Optional Prepayment

. The City may provide a conditional notice of prcpaiimcnt and such notice will specify its conditional
status. ~ . ' ' '

If the Certificates are subject to optional prepayment, and the Trustee does not have on deposit
moneys sufficient to prepay the principal, plus the applicable premium, if any, represented by the Certificates -
proposed to be prepaid on the date fixed for prepayment, and interest with respect thereto, the prepayment will -
be canceled, and in such case, the City, the Trustee and the Owners will be restored to their former positions .
and rights under the Trust Agreement, and the City will continue to pay the Base Rental payments as if no such
notice were given. Such a cancellation of an optional prepayment at the election of the City will not constitute
a default under the Trust Agreement, and the Trustee and the City will have no liability from such cancellation.
Tn the event of such cancellation, the Trustee shall send notice of such cancellation to the Owners in the same
manner as the related notice of prepayment. Neither the failure to receive such cancellatlon notlce nor any
" defect therein shall affect the sufficiency of such cancellatlon

Tn-the evént the City gives notice to the Trustee of its mtenﬁon fo exercise its prepayment optxon but
fails to deposit with the-Trustee on or prior to the prepayment date an amount equal to the prepayment price, or
fails to satisfy any condition to a conditional notice, the City will continue to pay the Base Rental payments as
if no such notice had been given.

Purchase of Certifi cates

Unless expressly prov1ded otherwise in the Trust Agreement, moncy held in the Base Rental Fund
under the Trust Agreement in respect of principal may be used to reimburse the City for the purchase of
Certificates that would otherwise be subject to prépayment from such moneys upon the delivery of such-
Certificates to the Trustee for cancellation at-least ten. days prior to the date on which the Trustee is required to
select Certificates for prepayment. The purchase price of any Certificates purchased by the City under the
Trust Agreement shall not exceed the applicable prepayment price of the Certificates that would be prepaid but
for the operation of provisions of the Trust Agreement. Any such purchase must be completed prior to the
time notice would otherwise be required to be given to prepay those Certificates. All Certificates so purchased .
shall be surrendered to the Trustee for cancellatlon and. apphed asa credlt against the obligation to prepay such
Certificates from such moneys.

PLAN OF FINANCE AND THE LEASED PROPERTY

The Certificates are being delivered as Additioral Certificates under the Trust Agreement and will be
secured by Base Rental payments relating to the Leased Property on a parity with all of the 20124 Camﬁcates .
currently outstanding in the aggregate principal amount of § .

Plan of Refunding

A portion of the proceeds of the Certificates will be used to prepay all of the City’s (1) Certlﬁcates of

. Participation, Series 2009A (Capital Projects) (the “2009A Certificates™) curtently outstanding in the aggregate

principal amount of § , and (if) Certificates ‘of Participation, Serles 2009B (Capital Projects) (the

20098 Certificates,” and together with the 2009A Certificates, the “Prior Certificates™) currenﬂy outstanding
. In ’tha aggregate principal amount of §
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: sufﬁ01ent mpneys will. be available to prepay all of the outstanding Prior Certlﬁcates on

The proceeds of the 2009A Certificates were used to finance certain capital improvements to the
City’s Laguna Honda Hospital located at 375 Laguna Honda Boulevard, San Francisco, consisting of theé
demolition and replacement of some of the existing facilities and additional site improvéments, including (i)
demolition of all existing hospital facilities except-the front wings of the Main Hospital Building, (i)
construction and equipping of four new hospital buildings, (iii) construction and equipping of an assisted living
facility; and (iv) expansion of existing outpatient programs and sexvices (collectively, the “2009A Project”).
[The 2009 A Project included construction of certain of the Facilities that are part of the Leased Property.]

The proceeds of the 2009B Certificates were used to finance the construction, installation, repair and
renovation. of certain street mplovements and related facilities, mcludmg curb ramps, sidewalks, street
reconstructlon, stuctural repairs and resurfacing.

[The funds required to defease the Prior Cerfificates will come from the net proceeds of The
Certificates, [the transfer of certain funds related to the Prior Certificates, and available funds of the City]. O
- the Closing Date, such funds will be deposited into two separate escrow fimds to be held by the trustee for the
Prior Certificates as-escrow agent, and will be held unirivested. Such fimds will be in sach amounts so that
2019 (the
“Prepayment Date”), at the principal amount thereof, together with the interest accrued thereon to, but not
* including, the Prepayment Date. Amounts deposited in each escrow fund nor the interest income thereon will
be available to pay the Certificates. See “ESTIMATED SOURCES AND USES' OF FUNDS” and
“VERIFICATION OF MATHEMATICAL COMPUTATIONS” herein. ]

[Capital PrOJects

A portion of the proceeds of the Certificates will be used to finance the acquisition of capital.
equipment, including mechanical street sweepers, and other capltal expenditures of the City. [Addztzonal
descrzptzon to come.f] '

The Leased Property

Laguna Honda Hospital, originally constructed in 1866 as an almshouse for San Francisco’s poor and
haomeless, is operated by the City’s Department of Public Health to provide over 1,000 residents with long-
term care regardless of their: ability. to pay, including skilled nursing, AIDS and dementia services, hospice,
rehabilitation and acute care. The City also prov1des adult day health care and. senior nutrition programs
through this facility. The 62~acrc site is on property owned. by the City and located on the western slopes of
Twin Peaks, near the geographic center of the City.

[The Leased Property consists of the Link Building and the East Residence building on-the campus of
Laguna Honda Hospital, together with certain limited rights of ingress and egress and appurtenant rights. The
- Link Building is designed to accommodate 60 beds on thrée floors, while the Bast Residence is designed to
accammodate 420 beds on seven floors. Additional information regarding the Leased property is summarized
below:

Summary of Certain Information Regarding the Leased Facilities

. c Gross Square Feet ) :
Leased Property  Address  Completion Date (Building) Estimated Value®
‘Link Building Co S : , . , ~
East Residence
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() Based on the [insured values of the Leased Property]. Such estimated values do not necessarily reflect the
fair market value of such Leased Property. Neither the Certificates nor the Base Rental payments are
secured by any mortgage or deed of trust on the Leased Property. See “SECURITY AND SOURCES OF
PAYMENT FOR THE CERTIFICATES” herein.]

Source: City and County of San Francisco.

The Project Lease will require the City to deliver to the Trustee, on the date of execution and
delivery of the Certificates, evidence of the commitment of a title insurance company to issue a CLTA. or
"ALTA policy of title insurance (with no survey required), in an amount at least equal to the injtial
aggregate principal amount of the Certificates, showing fee title of the Site in the name of the City and a
leasehold interest in the Leased Property in the name of the Trustee, and naming the insured parties as the
City and the Trustee, for the benefit of the Owners of the Certificates. See APPENDIX C: “SUMMARY
OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — 2

The City may substitute other improved real property.in substitution for all or part of the Leased
Property under the conditions set forth in the Project Lease. There is no requirement that any substitute
~ be of the same or a similar nature or function as the then existing Leased Property, nor have a market .
value or fair renmtal value as great as the then existing Leased Property. See “SECURITY AND
SOURCES OF PAYMENT FOR THE CERTIFICATES — Substitutiori, Release, and Addition of Leased
Property” and APPENDIX C: “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL
DOCUMENTS — - Z '

The lease term with respect to the Leased Property or a designated portion thereof will end on
[April 1, 2035}, unless such term is extended or soofier terminated as provided in the Project Lease. -

-~ ESTIMATED SOURCES AND USES OF FUNDS

Following is a table of estimated sources and uses of funds with respect to the Certificates:

Sources of Funds:

Certificate Par Amount
Net Original Issue Premium
Release from Prior Certificates Reserve Funds
.Less: Purchaser’s Discount
Total Sources

Uses of Funds: -

Deposit to the Escrow Punds® .*
[Deposit to 2019-R1 Project Subaccount]
Costs of Delivery®

Total Uses

@ Such amount will be applied to prepay the Prior Certificates on ,2019. See “PLAN OF -
FINANCE AND THE LEASED PROPERT ? [and ‘VERIFICATION OF MATHEMATICAL
COMPUTATIONS.”]

Includes amounts for legal fees, Trustee’s fees and expenses, financial advisory fees, rating .
agency fees,. appraisals and property condition report fees, escrow and title insurance fees,
rounding amonnts, printing costs and any other delivery costs. :

@),
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BASE RENTAL PAYMENT SCHEDULE

The Trust Agreement requires that Base Rental payments payable by the City pursuant to the Project
Lease on each March 25 and Septémber 25 be deposited in the Base Rental Fund maintained by the Trustee.
Pursuant to the Trust Agreement, the Trustee will apply amounts in the Base Rental Fund as necessary to make
principal and interest payments with respect to the Certificates as the same bécome due and payable. '

The 2012A Certificates are currently outstanding and payable from Base Rental payments reqmred to
be made with respect to the Leased Property under the Project Lease. The following table shows total annual
Base Rental payments due with respect to the Certificates and the 20124 Certificates secured by Base Rental
payments under the Project Lease:

Certificates - 2012A Certificates

.o . ' o : o ~ Total Annual
' PaymentDate  Principal  Interest  Total _FPrincipal ~ Tnterest Total — Debt Service

10
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SECURITY AND SOURCES.OF PAYMENT FOR THE CERTIFICATES

Sdurce of Payment

The Certificates will evidence and represent proportionate interests in the Base Rental payments
required to be made by the City to the Trustee under the Project Lease so long as the City has use and
occupancy of the Leased Property. The Project Lease has a final termination date. of April 1, [2035], or upon
early payment of all of the Certificates in accordance with the Trust Agreement, unless extended upon the
event of abatement, See “— Abatement of Base Rental Payments” below.

Pursuant to the Trust Agreement, the City will grant to the Trustee, for the benefit of the Owners, a
first and exclisive lien on, and security interest in, all amounts on hand from time to time in the funds and
accounts established under the Trust Agreement (excluding the Rebate Fund), including: (i) all Base Rental
payments received by the Trustee from the City; (ii) the proceeds of any insurance (including the proceeds of
any self-insurance and any liquidated damages received in respect of the Leased Property), and eminent
domain award not required to-be used for repair or replacement of the Project or the Leased Property;
(iii) proceeds of rental interruption insurancé policies with respect to the Leased Property, (iv) all amounts on
‘hand from time to time in the Base Rental Fund established under the Trust Agreement, including amounts
transferred to the Base Rental Fund from other funds and accounts, as provided in the Trust Agreement
(including proceeds of the Certificates no longer needed to complete the Project or to pay costs of execution
and delivery of the Certificates); and (v) any additional property subjected to the lien of the Trust Agreement
by the City or anyone on its behalf. The City will pay to the Trustee the Base Rental payments to the extent
required under the Project Lease, which Base Rental payments are designed to be sufficient, in both t1me and
amount, to pay, when due, the annual principal and interest represented by the Certificates.

Parity Obligations

The Certificates are being delivered as Additional Certificates under the Trust Agreement and will be
secured by Base Rental payments relating to the Leased Property on a parity with the 2012A Certificates
described in the preceding table, and any Additional Certificates that may hereafter be issued pursuant to the
requirements set forth in the Trust Agreement.

' Supplemental Reimbursements

[Senate Bill 1128 was adopted as Section 14105.26 of the California Welfare and Institutions Code by
the State Legislature in 1999. Commonly referred to as “SB 1128,” this legislation provides for supplemental
Medi-Cal reimbursements (the “Supplemental Reimbursements”) to defray the cost of certain capital
improvements to qualified acute cate facilities serving a disproportionate share of Medi-Cal patients, such as
Lagima Honda Hospital. Supplemental Reimbursements under SB 1128 are available to the City only to
reimburse the City for debt service on revenue bonds or other financing instruments, including the 2009A -
Certificates, used for upgrading or construction of buildings and fixed equipment to a level required by
currently accepted medical practice standards. '

Although payment of the Base Rental paymeiits under the Project Lease is a General Fund obligation
of the City payable from any lawfully available funds of the City, the City expects to make a portion of Base
Rental payments corresponding to the prepayment of the 2009A Certificates, or reimburse itself for payment of

Base Rental corresponding to the prepayment of the 2009A Certlﬁoatcs in part, from moneys received from
the State under SB 1128,

As with all Medi-Cal payments, the Supplemental Reimbursements under 8B 1128 are dependent on
the continued existence of the Medi-Cal programs and annual appropriations for the program through the State
budget process. ' There can be no assurance that either the Supplemental Reimbursements under SB 1128 will
continue for the life of the Certificates. See “CERTAIN RISK FACTORS — State of California Financial
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" Condition” and APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO — ORGANIZATION AND
FINANCES — Impact of State Budget.”]

Covenant to Budgef

The City has covenanted in the Project Lease to take such action as may be necessary to ihclude all
Rental Payments In its annual budget and to make the necessary anmual appropriations for such Rental
Payments. The Project Lease provides that such covenants on the part of the City are deemed and construed to
be ministerial duties iraposed by law. . '

If the City defaults on its covenant in the Project Lease to include all Rental Payments in the
applicable annual budget and such- defanlt continues for 60 days or more, the Trustee may, .subject to
applicable laws regarding use of such property, either re-let the Ieased Property for the account of the City or
may retain the Project Lease and hold the City liable for all Rental Payments on an annual basis.

The obligation of the City to make Rental Payments is an obligation payable from any legally
available funds of'the City. For a discussion of the budget and finances of the City, see APPENDIX A: “CITY
AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES ~ City Budget” and
- APPENDIX B: “COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF
SAN FRANCISCO FOR THE YEAR ENDED JUNE 30, 2018 For a discussion of the City’s investment

. policy regarding pooled cash, see APPENDIX G: “CITY AND COUNTY OF SAN FRANCISCO OFFICE OF '

THE TREASURER INVESTMENT POLICY.”

Limited Obligation

The obligation of the City to make Base Rental or Additional Rental payments under the Projéct Lease
(does not constitute an obligation for which the City is obligated to leyy or pledge any form of taxation or for
which the City has levied or pledged any form of taxation. Neither the Certificates nor the obligation of the
City to make Base Rental or Additional Rental payments constitutes an indebtedness of the City, the State or

any of its political subdivisions within the meaning of any: constifutional or statutory debt limitation or .

restriction. See “CERTAH\T RISK FACTORS —Rental Payments Not a Debt of the City.”

Base Rental Payments Additional Rental

Base Rental Payments The City has covenanted in the iject Lease that, so long as the City has the
full use and oceupancy of the Leased Property, it will make Base Rental payments to the Trastee from any

legally available funds of the City. The Trustee is required by the Trust Agreement to deposit in the Base |

Rental Fund all Base Rental payments and certain other amounts received and required to be deposited therem,

including investment earnings. . The total Rental Payment due in any Fiscal Year will not be in excess of the

total fair rental value of the Leased Property for such Fiscal Year.

" The Base Rental payments are payable by the City on March 25 and September 25 of each year durmg
the term of the Project Lease, commencing [with respect to the Certificates on March 25, 2020, provided that
any such payment will be for that portion of the applicable period that the City has use and occupancy of all or
a portion of the Leased Property. In the event that during any such period the City does not have use and
occupancy of all or a portion of the Leased Property due to material damage to, destruction of or condemnation
of the Leased Property or defects in the title to the Leased Property, Base Rental payments are subject to
abatement. See “~ Abatement of Base Rental Payments” and “CERTAIN RISK FACTORS —~ Abatement.”
The obligation of the City to make Base Rental payments is payable solely from anmual appropriations. of the
City from any legally available funds of the City and the City has covenanted in the Project Lease to take such
action as may be necessary to include all Base Rental and. Additional Rental due under the Project Lease in its
anmual budget and to make necessary ammual appropriations for all such Base Rental and Additional Rental,
subject to the abatement provisions under the Project Lease. See “~ Covenant to Budget” above,
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Additional Rental, Additional Rental payments due from the City to the Trustee include, among other
things, amounts sufficient to pay any taxes and insurance premiums, and to pay all fées, costs and expenses of
the Trustee in connection with the Trust Agreement, deposits required to be made to the Rebate Fund, if any,
and all other fees, costs and expenses of the Trustee incurred from time to time in administering the Project
Lease and the Trust Agreement. The City is also responsible for repaJr and maintenance of the Leased
. Property during the texm of the PI‘O_] ect Lease. -

Abatement of Base Rental Payments

The Trustee will collect and receive all of the Base Rental payments, and all payments of Base Rental. -
received by the Trustee under the Project Lease will be deposited into the Base Rental Fund. The City’s
obligation to make Rental Payments in the amount and on the terms and conditions specified in the Project
Lease is absolute and unconditional without any right of set-off or counterclaim, subject only. to the provisions
of the Project Lease regardmg rental abatement. See “CERTAIN RISK FACTORS Abatement »

Rental Payments will be abated during any period in which there is substantlal mterference with the -
right to the use and occupancy of the Leased Property or any portion thereof by the City, by reason of material
damage, destruction or condemnation of the Leased Property or any portion thereof, or due to defects intitleto -
the Leased Property,.or any portion thereof, except to the extent of (i) available amounts held by the Trustee in
the Base Rental Fund, (i) amounts, if any, received in respect of remtal nterruption insurance, and
(iil) amounts, if any, otherwise legally available to the City-for Rental Payments or to the Trustee for payments
in respect of the Certificates. The amount of annual rental abatement will be such that the resulting Rental
Payments in any Project Lease Year during which such interference continues do not exceed the annual fair
rental value of the portions of the Leased Property with respect to which there has not been substantial
mterference. Abatement will commence with such damage, destruction, condemnation or discovery of such
title defect and end when use and occupancy or possession is restored or the correction of the title defect. In
the event of abatement, the term of the Project Lease may be extended vntil all amounts due under the Project

Lease and the Trust Agreement are fully paid, but in no event later than April 1,20__. See “CERTAIN RISK
FACTORS — Abatement.” ) .

In order to mitigate the risk that an abatement event will cause a disruption in payment of Base Rental
the Project Lease requires the City to maintain rental interruption insurance in an amount not less than the
. aggregate Base Rental payable by the City pmsuant to the Property Lease for a period of at Jeast 24 months.
[Pursuant to the Project Lease, rental interruption insurance is required to insure only against loss of rental
income from the Leased Property caused by fire, lightning, explosion, windstorm, hail, riot, civil commotion,
. vandalism, malicious mischief, aircraft, vehicle damage, smoke and such other hazards as are normally
covered by the City’s all risk property insurance on the Leased Property. The City is not required to maintain
earthquiake or flood insarance (or rental interruption insurance relating to such coverage) under the Project
Lease [and the City does not currently have earthquake or flood insurance on the Leased Property.]] See “
Insurance with Respect to the Leased Property’” below. During any period of abatement with respect to all or
any part of the Leased Property, the Trustee is required to use the proceeds of the rental interruption insurance
to make payments of principal and interest represented by the Certificates, The City is also required by the
Project Lease to nse insurance proceeds to replace or repair Leased Property destroyed or damaged to the
extent that there is substantial interference with the City’s use and occupancy, or to prepay Certificates such

that resulting Rental Payments are sufficient to pay all amounts due under the Project Lease and the Trust
Agreement with respect to the Certificates remaiming Outstanding. See *“~ Replacement, Maintenance and
Repairs” below. In lieu of abatement of Rental Payments, the City in its sole discretion may elect, but is not
obligated, to substitute property for the damaged, condemned or destroyed Leased Property, or portion thereof,
pursuant to the substitution provisions of the Project Lease See “~ Substitution, Release and Addmon of
Leased Property” below.
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No Reserve Account

No Reserve Account will be established for the Certificates. The Trust Agreement allows a Reserve
Account to be established for Additional Certificates. See “~ Additional Certificates” below and APPENDIX
C — “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS — Trust Agreement —

> The City has established a Reserve Account for the 2012A Certificates (the “2012A Reserve

Account”) however, such 2012A Reserve Account is not available for the payment of Base Rental payments -
due with respect to the Certificates.

Replacement, Maintenance and Repairs

The Project Lease requires the City, at its own expense. and as determined and specified by the
Director of Real Estate of the City, to maintain or cause to be maintained the Leased Property in good order,
condition and repair.during the term of the Project Lease. The Trust Agreement requires that if the Leased

Property or any portion thereof is damaged or.destroyed or taken by eminent domain, the City must elect to -
either prepay the Certificates or replace or repair the affected portion of the Leased Property in accordance
with the Project Lease, provided however that the City’s obligation to repair or replace any portion of the
Leased Property pursuant to the Project Lease will be subject to the availability of proceeds of insurance or
condemnation for such purpose. Under the Project Lease, the City must replace any portion of the Leased
Property that is destroyed or damaged or taken by eminent domain, to such an extent that there is substantial
interference with'its right to the use and occupancy of the Leased Property or any portion thereof that would
result in an abatement of Rental Payments or any portion thereof pursuant to the Project Lease; provided,
however, that the City is not required to repair or replace any such portion of the Leased Property if there is
applied to the prepayment of Outstanding Certificates insurance or condemmnation proceeds or other legally
available funds are sufficient to prepay: (i) all of the Certificates Outstanding and to pay all other amounts due
under the Project Lease and under the Trust Agreement or (ii) any portion of the Certificates such that the
resulting Rental Payments payable in any Project Lease Year following such partial-prepayment are sufficient
to pay in the then cument and any future Project Lease Year the principal and interest evidenced and
represented, by all Certificates to remain Outstanding and all other amounts due under the Project Lease and
under the Trust Agreement to the extent they are due and payable in such Project Lease Year. See
APPENDIX C: “SUMMARY OF CERTAIN PROVISIONS OF THE LEGAL DOCUMENTS -PROJECT
LEASE”

Insurance with Respect to the Leased ?1‘operty

The Project Lease requires the City to maintain or cause to be maintained throughout the term of the
Project Lease: (i) general liability msurance against damages occasioned by construction of improvements to
or operation of the Leased Property with minimum coverage limits of $5,000,000 combined single limit for
bodily and personal injury and property damage per occurrence, which general lability insurance may be
maintained as part of or in conjunction with any other Hability insurance coverage maintained or caused by the
City to be maintained; (ii) all risk property insurance on all structures constituting any part of the Leased
Property in an amount equal to the Outstanding principal amount of Certificates, with such insurance covering,
as nearly as practicable, loss or damage by fire, lightning, explosion, windstorm, hail, riot, civil commotion,
vandalism, maliclous mischief, aircraft, vehicle damage, smoke and such other hazards as are normally
covered by such insurance; (i) boiler and machinery -insurance, comprehensive form, inswuring against
accidents to pressure vessels and mechanical and electrical equipnient, with a property damage limit not less
than $5,000,000 per accident; and (iv) rental interruption insurance in an amount not less than the aggregate
Base Rental payable by the City pursuant to the Project Lease for a period of at least 24 months (such amount
may be adjusted annually to reflect the actual scheduled Base Rental payments due under the Project Lease for
the next succeeding 24 months) to insure against loss of rental income from the Leased Property caused by
perils covered by the insurance described in (if) above. All policies of insurance reqmred under the Project

Lease may provide for a deductible amount that is commetcially reasonable as determined by the City Risk
Manager..
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The City is also required under the Project Lease to deliver to the Trustee, on the date of execution
and delivery of the Certificates, evidence of the commitment of a title insurance company to issue 2 CLTA or
ALTA policy of title insurance (with no survey required), in an amount ‘at least equal to the initial aggregate
-principal amount of the Certificates, showing a leasehold interest in the Leased Property in the name of the
Trustee and naming the insured parties as the City and the Trustee, for the benefit of the Owners of the

Certificates, and to deliver such policy to the Trustee promptly after the execution and dehvery of the
Cerhﬁcates

The City is not required to maintain earthquake or flood insurancé (or rental interruption insurance
relating to such coverage) under the Project Lease [and the City does not currently have earthquake or flood
insurance on the Leased Property].

THE CITY MAY SELF-INSURE AGAINST ANY OF THE RISKS REQUIRED TO BE INSURED
. AGAINST IN THE LEASE, EXCEPT FOR SELF-INSURANCE FOR RENTAL INTERRUPTION

INSURANCE AND TITLE INSURANCE [The City expects to self-insure for general liability insurance
~ only.]

Eminent Do main

If all of the Leased Property, or so much thereof as to render the remainder of the Leased Property
unusable for the City’s purposes under the Project Lease, is taken under the power of eminent domain:'(i) the -
City may, at its option, replace the Leased Property or (ii) theé Project Lease will terminate and the proceeds of
any condemnation award will be paid to the Trustee for application to the prepayment of Certificates. If less

“than a substantial portion of the Leased Property is taken under the power of eminent domain, and the
remainder is useable for the City’s purposes, the Project Lease will continue in full force and effect as to the
remaining portions of the Leased Property, subject only to its rental abatement provisions. Any condemnation
award will be paid to the Trustee for application to the replacement of the portion of the Leased Property taken
or to the partial prepayment of Certificates. See APPENDIX C: “SUMMARY OF CERTAIN PROVISIONS
OF THE LEGAL DOCUMENTS — TRUST AGREEMENT — Eminent Domain” ahd “~ PROJECT LEASE —
Eminent Domain.” ' '

Substitution, Release, and Addition of Leased Property:

If no Event of Default has occured and is continuing under the Project Lease, the Project Lease may
be modified or amended at any time, and the Trustee may consent thereto without the consent of the Owners, if -
such amendment is to modify or amend the description of the Leased Property or to release from the Project

- Lease any portion of the Leased Property, or to add other property and improvements to the Leased Property or
substitute other property and improvements for the Leased Property, upon satisfaction of the condifions to such
amendment and substitution in the Project Lease. See APPENDIX C: “SUMMARY OF CERTAIN
PROVISIONS OF THE LEGAL DOCUMENTS ~ PROJECT LEASE - Subsutunon of Leased Property,” “~
Release of Leased Property” and *“— Addition of Leased Property ?

Additional Certificates

The City may, from time to time amend the Trust Agreement and the Project Lease to authorize one or
more series of Additional Certificates secured by Base Rental payments under the Project Lease on a parity
with the Outstanding Certificates, provided that, among other requirements, the Base Rental payable under the
amended Project Lease is sufficient to pay all principal of and interest with respect to the Outstanding
Certificates and such Additional Certificates, and that the amended Base Rental is not in excess of the fair
rental value of the Leased Property.
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CERTAIN RISK FACTORS

The following risk factors should be considered, along with all other information in this Official
Statement, by potential investors in evaluating the risks inherent in the purchase of the Certificates. The
following discussion is not meant-to be a comprehensive or definitive list of the risks associated with an
inyestment in the Certificates. The order in which this information is presented does not necessarily reflect the
relative importance of the various issues. Any one or more of the risk factors discussed below, among others,
could lead to a decrease in the market value and/or in the liquidity of the Certificates. There can be no
assurance that other risk factors not discussed herein will not become material in the firture,

Rental Payments Not a Debt of the City

The obligation of the City to make Base Rental or Additional Rental payments does not
constitute an obligation of the City to levy or pledge any form of taxation or for which the City has
levied or pledged any form of taxation. The obligation of the City to make Base Rental or Additional
Rental payments dees not constitute an indebtedness of the City, the State or any of its political
subdivisions within the meaning of any constitutional or statutory debt lmitation or restriction.

~ The Certificates represent and are payable solely from Base Rental payments made by the City
pursnant to the-Project Lease and amounts held in the Base Rental Fund established pursvant to the Trust
Agreement, subject to the provisions of the Trust Agreement permitting the application of such amouats for
the purposes and on the terms and conditions set forth therein, The City will be obligated to make Rental
Payments subject to the terms of the Project Lease, and neither the City nor any of its officers will incur any
liability or any other obligation with respect to the delivery of the Certificates. -

Additional Obligations

Subject to certain City Charter restrictions, the City may incur other obligations, which may constitute
additional charges against its revenues, without the consent of the Owners of the Certificates. To the extent that
the City incurs additional obligations, the funds available to make payments of Base Rental may be decreased.
The City is currently liable on other obligations payable from its general revenues. See APPENDIX A: “CITY
AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES — CAPITAL FINANCING
AND BONDS — General Obligation Bonds Authorized but Unissued,” “~ Overlapping Debt,” and “- Lease
Payments and Other Long-Term Obligations.” See also APPENDIX B: “COMPREHENSIVE ANNUAL
FINANCIAL REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR THE FISCAL YEAR
ENDED JUNE 30, 2018.” :

Abatement

The obligation of the City under the Project Lease to make Base Rental payments 1s in consideration
for the use and right of occupancy of the Leased Property. Under certain circumstances, the City’s obligation
. to make Base Rental payments will be abated during any period in which there is substantial interference with
the right to the use and occupancy of the Leased Property or any portion thereof by the City, by reason of
material damage, destruction or condemnation of the Leased Property or any portion thereof, or due to defects
in title to the Leased Property, or any portion thereof See “SECURITY AND SOURCES OF PAYMENT |
FOR THE CERTIFICATES — Abatement of Base Rental Payments.”

In the case of abatement relating to the Leased Property, the amount of annual rental abatement would
be such that the resulting Rental Payments in any Project Lease Year during which such interference continues
do not exceed the annual fair rental value of the portions of the Leased Property with respect. to which there
has not been substantial interference, as evidenced by a certificate of a City Representative, Such abatement
would continue for the period commencing with the date of such damage, destruction, condemmnation or
discovery of such title defect and ending with the restoration of the Leased Property or portion thereof to
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tenantable condition or correction of the title defect; and the term of the Project Lease will be extended by the
period during which the rental is abated under the Project Lease, except that such extension will in no event
extend beyond April 1, 20 . Proceeds of rental interruption msurance may be used by the Trustee to make
payments with respect to the Certificates in the event Base Rental payments received by the Trustee are
insufficient to pay principal or interest represented by the Certificates as such amounts become due. See
“SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES — Insurance with Respect to the
Leased Property.” and “SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES -
Replacement, Maintenance and Repairs” for additional provisions governing damage to the Leased Property.

It is not possible to predict the circumstances under which such an abatement of Base Rental
Payments may occur. In addition, there is no statute, case or other law specifying how such an abatement of
rental should be measured. For example, it is not clear whether fair rental value is established as of
commencement of the Project Lease or at the time of the abatement. If the latter, it may be that the value of
the Leased Property is substantially higher or lower than its value at the time of execution and delivery of the
Certificates. Abatement, therefore, could have an uncertain and material adverse effect on the security for and
payment of the Certificates.

.If damage, destruction, condemnation or title defect with respect to the Leased Property or any portion
thereof results in abatement of Base Rental payments and the resulting Base Rental payments, together with
any available insurance proceeds, are insufficient to make all payments with respect to the Certificates during
the period that the Leased Property, or portion thereof, is being restored, then all or a portion of such payments
may not be made and no remedy is available to the Trustee or the Owners under the Project Lease or Trust
Agreement for nonpayment under such circumstances. Failure to pay principal of, premium, if any, or interest
with respect to the Certificates as a result of abatement of the City’s obligation to make Rental Payments under
the Project Lease is not an event of default under the Trust Agreement dr the Project Lease.

Notwithstanding the provisions of the Project Lease and the Trust Agreement specifying the extent of
abatement in the event of the City’s failure to have use and possession of the Leased Property, such provisions
may be superseded by operation of law, and, in such event, the resulting Base Rental payments of the City may
not be sufficient to pay all of that portion of the remaining principal and interest with respect to the
Certificates. :

Limited Recourse on Default; Re-letting of the Leased Property

The Project Lease and the Trust Agreement provide that, if there is a default by the City, the Trustee
. may, subject to applicable laws regarding use of such property, take possession of and re-let the Leased
Property for the account of the City. The Leased Property is unique and re-letting might prove to be difficult
of impossible. In addition, portions of the Leased Property have been improved with the proceeds of voter-
approved general obligation bonds, and it is unclear whether any re-letting wounld be permitted to result in use
of the Leased Property that is inconsistent with the hospital purposes for which those bonds were approved.
Thé amounts received from any such re-letfing may be insufficient to pay the scheduled principal and interest
represented by the Certificates when due. In addition, the Trust Agreement provides that no remedies such as
re-letting may be exercised so as to cause the interest with respect to the Certificates to be includable in gross
income for federal income tax purposes or subject to State personal income taxes. The enforcement of any
remedies provided for in the Project Lease and in the Trust Agreement could prove to be both expensive and
time consuming, : '

The Project Lease provides that any remedies on defanlt will be exercised by the Trustee. Upon the
occurrence and continuance of the City’s failure to deposit with the Trustee any Base Rental and/or Additional
Rental payments when due, or if the City breaches any other terms, covenants or conditions contained in the
Project Lease, the Property Lease or in the Trust Agreement (and does not remedy such breach with all
reasonable dispatch within 60 days after notice thereof or, if such breach cannot be remedied within such 60-
day period, the City fails to take corrective action within such 60-day period and diligently pursue the same to
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completion), the Trustee may proceed (and, upon written request of the Owners of not less than a majority in
aggregate principal amount of Certificates then outstanding, shall proceed), without any further notice: (i) to
re-enter the Leased Property and eject all parties in possession therefrom and, without terminating the Project
Lease, re-let the Leased Property as the agent and for the account of the City upon such terms and conditions
as the Trustee may deem advisable, or (ii) in lieu of the above, so long as the Trustee does not terminate the
Project Lease or the City’s possession of the Leased Propetty, to enforce all of its rights and remedies under
the Project Lease, including the right to recover Base Rental payments as they become due by pursuing any
remedy available in law or in equity.

Enforcement of Remedies

The enforcement of any remedies provided in the Project Lease and the Trust Agreement could prove
both-expensive and time consuming. The rights and remedies provided in the Project Lease and the Trust
Agreement may be limited by and are subject to the limitations on legal remedies against cities and counties in
the State, including State constitutional limits on expenditures and limitations on the enforcement of judgments
against funds needed to serve the public welfare and interest; by federal bankruptey laws, as now or hereafter
enacted; applicable bankruptey, insolvency, reorganization, moratorium, or similar laws relating to or affecting
the enforcement of creditors® rights generally, now or hereafter in effect; equity principles which may limit the
specific enforcement under State law of certain remedies; the exercise by the United States of America of the
powers delegated to it by the Constitution; the reasonable and necessary exercise, in certain exceptional
situations, ‘of the police powers inherent in the sovereignty of the State and its governmental bodies in the
interest of serving a significant and legitimate public purpose, and the limitations on remedies against
municipal corporations in the State. Bankruptcy proceedings, or the exercise of powers by the federal or State
government, If initiated, could subject the Owners of the Certificates to judicial discretion and interpretation of
their rights in bankruptey or otherwxse and consequently may entail nsks of delay, limitation, or modification
of thelr rights.

The legal opinions to be delivered concuwrently with the delivery of the Certificates will be qualified,
as to the enforceability of the Certificates, the Trust Agreement, the Project Lease and other related documents,
by bankruptey, insolvency, reorganization, moratorium, arrangement, fraudulent conveyance and other laws
relating to or affecting creditors’ rights, to the application of equitable principles, to the exercise of judicial
discretion in appropriate cases, and to the limitations on legal remedies against charter cities and counties in
the State. See “CERTAIN RISK FACTORS —~ Basgkruptcy” herein.

No Acceleration on Defanlt

Tn the event of a default, there is no remeédy of acceleration of the total Base Rental payments for the
term of the Project Lease. Certificate owners would have to sue for payment of unpaid Base Rental in each
rental period as and when it becomes due. Any suit for money damages would be subject to the legal

" limitations on remedies against cities and counties in the State, including a limitation on enforcement of
judgments against funds needed to serve the public welfare and interest. '

Release and Substitution of the Leased Property

The Project Lease permits the release of portions of the Leased Property or the substitution of other
real property for all or a portion of the Leased Property. See APPENDIX C: “SUMMARY OF CERTAIN
PROVISIONS OF THE LEGAL DOCUMENTS — PROJECT LEASE - Substitution of Leased Property” and

- Release of Leased Property.” Although the Project Lease requires that the substitute property have an
annual fair rental value upon becoming part of the Leased Property equal to the maximum annual amount of
the Base Rental payments remaining due with respect to ‘the Leased Property being replaced, it does not
require that such substitute property have an annual fair rental value equal fo the total annual fair rental value
at the time of replacement of the Leased Property or portion thereof being replaced. In addition, such
replacement property could be located anywhere within the City’s boundaries, Therefore, release or
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’ substltutlon of all or a portion of the Leased Propeity could have an adverse effect on the security for the
Certificates.

Bankruptcy

In addition to the limitations on 1emcd1es contained in the Tmst Agreement and the Project Lease the
rights and remedies in the Trust Agreement and the Project Lease may be limited and.are subject to the
provisions of federal bankruptcy laws, as now or hereafter enacted, and to other laws or equitable principles
that may affect the enforcement.of creditors’ rights. The legal opinions to be delivered concurrently with the
delivery of the Certificates ‘will be qualified, as to the enforceability of the Certificates, the Trust Agreement,
the Project Lease and other related documents, by bankruptcy, insolvency, reorganization, moratoriam,
arrangement, fraudulent conveyance and other laws relating to or affecting creditors’ rights, to the application
of equitable principles, to the exercise of judicial discretion in appropriate cases, and to the limitations on legal
remedies against charter cities and counties and non-profit public benefit corporatlons in the State. See
“CERTAIN RISK FACTORS — Enforcement of Remedles” herein.

‘ The City is aufhorized under California law to file for bankraptcy protectlon under Chapter 9 of the
United States Bankruptey Code (Title 11, United States Code) (the “Bankruptcy Code™), which governs the
" bankruptey proceedings for public agencies such as the City. Third parties, howevet, cannot bring involuntary
bankruptey proceedings against the City. If the City were to file a petition under Chapter 9 of the Banlruptey
Code, the rights of the Owners of the Certificates may be materially and adversely affected as follows: (i) the
application of the antomatic stay provisions of the Bankruptcy Code, which, until relief is granted, would
prevent collection of payments from the City or the commencement of any judicial or other action for the
purpose of recovering or collecting 2 claim against the City and could prevent the Trustee from making
payments from funds in its possession; (if) the avoidance of preferential transfers occuring during the relevant -
period prior to the filing of a bankruptey petition; (iii) the existence of unsecured or secured debt which may
have a priority of payment superior to that of Owners of the Certificates; and (iv) the possibility of the
adoption of a plan (an “Adjustment Plan™) for the -adjustment of the City’s various obligations over the
objections of the Trustee or all of the Owners of the Certificates and without their consent, which Adjustment
Plan may restructure, delay, compromise or reduce the amount of any claim of the Owners of the Certificates if
the Bankruptey Court finds that such Adjustment Plan is “fair and eqmtable and in.the best interests of
creditors. The adjustment-of similar obligations is currently. being litigated in federal court in ‘connection with
bankruptcy applications by the cities of San Bernardino and Stockton.. The Adjustment Plans in these cities
propose significant reductions in the amounts payable by the cities under lease revemue obligations
substantially similar to the Certificates. The City can provide no assurances about the outcome of the
bankruptcy cases of other California rounicipalities or the nature of any Adjustment Plan if it were to file for
bankruptey. The City is not currently considering filing for protection under the Bankruptey Code.

In addition, if the Project Lease was determined to constititte a “frue lease” by the bankruptey court
(rather than a financing lease providing for the extension of credit), the City could choose to reject the Project
Lease despite any provision therein that makes the bankruptey or insolvency of the City an event of default
thereunder. If the City rejects the Project Lease, the Trustee, on behalf of the Owners' of the Certificates,
would have a pre-petition unsecured claim that may be substantially limited in amount, and this claim would
be treated in a manner under an Adjustment Plan over thé objections of the Trustee or Owners of the |
Certificates. Moreover, such rejection would terminate the Project Lease and the City’s obligations to make
payments thereunder.  The City may also be permitted to assign the-Project Lease (or the Property Lease) to' a
third party, regardless of the terms of the transaction documents. In any event, the mere filing by the City for
bankruptey proteétion hkely would have a material adverse effect on the maxketablhty and market price of the
Certificates.
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City Long-Term Financial Challenges .

The following discission highlights certain long-term challenges facing the City and is not meant to
be an exhaustive discussion of challenges facing the City (see, for example, “Seismic Risks” and ‘‘Climate
Change, Risk of Sea Level Rise and Flooding Damage” below). Notwithstanding the City’s strong economic
and financial performance during the recent recovery and despite significant City initiatives to improve public
transportation systems, expand access to healthcare and modernize parks and libraries, the City faces several
long-term financial challenges and risks described below.

Significant capital investments are proposed in the City’s adopted 10-year capital plan. The City’s
most recent adopted 10-year capital plan sets forth $[35.2] billion of capital needs for all City departmeénts. -
However identified funding resources are below those necessary to maintain and enhance the City’s physical
infrastructure. As a result, over $[4.6] billion in capital needs are deferred from the capital plan’s 10-year
horizon. Over two-thirds of these unfunded needs relate to the City’s fransportation and waterfront
infrastmcture where state of good repair mvestment has lagged for decades.

In addition, the City faces long-term challenges with respect to the management of pension and post-
employment retirement obligations. The City has taken major steps to address long-term unfunded liabilities
for employee pension and. other post-employment benefits, inchiding retiree health obligations, yet significant
© liabilities remain. In recent years, the City and voters have adopted changes that should mitigate these
unfinded liabilities over time, including adoption of lower-cost bénefit tiers, increases to employee and .
employer contribution requirements, and establishment of a trust fund to set-aside funding for future retiree
health costs. The financial benefit from these changes will phase in over time, however, leaving ongoing
financial challenges for the City in the shorter term. Further, the size of these liabilities is based on a number of
assumptions, inchiding but not limited to assumed investment retarns and actuarial assumptions. It is possible
that actual results will differ materially from current assumptions, and such changes in mvestment refrns or
other actnarial assumptlons could increase budgetary pressures on the City.

Lasﬂy, while the City has adopted 2 number of measures to better position its operatmg budget for
future economic downturhs, these measures may not be sufficiént. Economic stabilization reserves have grown
significantly during.the last seven fiscal years. [As of June 30, 2018, the unaudited, estimated balance for such
reserves is approximately $472.6. m1lhon which is approxunately 9.5% of discretionary ‘General Fund.
revenues, .and is below adopted target levels of 10% of dlscretlonary General] Fund revenues. Howéver, the
City expects that meeting the 10% adopted target level of reserves will not eliminate the need to cut
expendltures n arecessmn to balance the City’s budget | [To be updated.]

There is no assurance that other challenges not discussed in this Official Statement may become
material to investors in the future. For more.information, see APPENDIX A — “CITY. AND COUNTY OF
SAN FRANCISCO ORGANIZATION AND FINANCES” and in APPENDIX B — “COMPREHENSIVE -
ANNUAL FINANCIAL REPORT OF THE CITY AND COUNTY OF SAN FRANCISCO FOR THE
FISCAL YEAR ENDED JUNE 30, 2018.”

Selsmlc Risks

. Géneral. The City is located in a seismically active region. The obhga’non of 'the City to make
payments of Base Rental may be abated, in whole or in part, if the Leased Property: or any improvements

thereon are damaged or destroyed by natural hazards such as earthquake or flood, The City is not obligated
under the Project Lease to maintamr earthquake or flood insurance, [and the Clty does not currently have
earthquake or flood insutance on the Leased Property] There can be no assurance that tbe Leased Ploperty ,
would not be damaged in whole or In patt by seismic activity. .

Active earthquake faults underlie both the City and the surounding Bay Area, including the San
Andreas Fault, which passes within about three miles of the City’s border, and the Hayward Fault, which runs
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under Oakland, Berkeley and other cities on the east side of San Francisco Bay, about 10 miles away.
* Significant seismic events include the 1989 Loma Prieta earthquake, centered about 60 miles south of the City,
which registered 6.9 on the Richter scale of earthquake intensity. That earthquake caused fires, building
collapses, and structural damage to buildings and highways in the City and swrounding areas. The San
Francisco-Oakland Bay Bridge, the only east-west vehicle access into the City, was closed for a month for
repairs, and several highways in the City were permanently closed and eventually removed. : On August 24,
2014, the San Francisco Bay Area experienced a 6.0 earthquake centered near Napa along the West Napa
Fault. The City did pot suffer any material damage as a result of this earthquake.

California Earthquake Probabzlztzes Study. Tn March 2015, the Working Group on California
Earthquake Probabilities (a collaborative effort of the U.S. Geologlcal Survey (U.S.G.S.), the California
Geological Suryey, and the Southern California Barthquake Center) reported that there is a 72% chance that
one or more quakes of about magnitude 6.7 (the magnitude of the 1994 Northridge earthquake) or larger will
occur in the San Francisco Bay Area before the year 2045, In addition, the U.S.G.S. released a report in April
2017 entitled The HayWired Earthquake Scenario, which estimates that property damage and direct business
disfuption Josses from a magnitude 7.0 earthquake on the Hayward Fault would be more than $82 billion (in
' 2016 dollars). Most of the losses are expected to be atiributable to shaking damage, ‘liquefaction, and
|andslides (in that order). Bighty percent of shaking damage is expected to be caused by the magnitude 7.0
mainshoclk, with the rest of the damage resulting from aftershocks occurring over a 2-year period thereafter.
Such earthquakes could be very destructive. In addition to the potential damage to City-owned buildings and
facilities (on which the City does not generally carry earthquake insurance), due to the importance of San
Francisco as a tourist destination and regional hub of commercial, retail and entertamment activity, a major
earthquake anywhere in the Bay Area may cause significant temporary and possibly long—term harm to the
City’s economy, tax recelpts and residential and business real property valies.

Vulnerability Study of the Northern Waterfront Seawall. Tn early 2016, the Port Comrmssmn of the
City commissioned an earthquake vulnerability study of the Northern Waterfront Seawall. The three-mile
Seawall was constructed over 100 years ago and sits ‘on reclaimed land, rendering it valnerable to seismic risk.
The Seawall provides flood and wave protection to downtown San Francisco, and stabilizes hundreds of acres
of filled land. Preliminary findings of the study indicate that a strong earthquake may cause most of the
Seawall to settle and move outward toward the Bay, which would significantly increase earthquake damage
and disruption along the waterfront. The Port Commission estimates that seismic retrofitting of the Seawall
could cost as much as $3 billion, with another $2 billion or more needed to prepare the Seawall for rising sea
levels. The study estimates that approxunately $1.6 billion in Port assets and $2.1 billion -of rents, business .
income, and wages are ‘at risk from major damage to the SeaWaH -See “Climate Change, Risk of Sea Level
Rise and Flooding Damage” below.

Tall Byildings Safety Strategy Report and Executive Directive. The City commissioned a first in the
nation “Tall Buildings Study” by the Applied Technology Council to consider the impact of earthquakes on
buildings higher than 240 feet. The final report following the study, released in' Januaty 2019, evaluates best
practices for geotechnical engineering,. seismic risks, standards for post-earthquake structural evaluations,
barriers to re-occupancy, and costs and benefits of hlgher performance goals for new construction. The study
estimates that for a tall building designed to current seismic standards, it might take two to six months to
mobilize for ‘and repair damagé from a major earthquake, dependihg on the building location,: geologic
conditions, and the stmctural and foundation systems. The. report identifies and summarizes sixteen
recommendations for reducing seismic risk pnor to earthquakes for new and existing bmldmgs reducing .
seismic risk following earthquakes, and improving the City’s understanding of its tall building seismic nsk

On Jammary 24, 2019, Mayor London N. Breed issued an executive directive instmeting City
depaﬂ;ments to work with community stakeholders, develop regulations to address geotechpical and
engineering issues, clarify emergency response and safety inspection roles, and establish a Disaster Recovery -

Task Force for citywide recovery planning, including a comprehensive recovery plan for the financial district
" and smrounding neighborhoods by the end of the year.
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The City obtains commercial insurance only in certain limited circumstances, including when required
by bond or lease financing transactions and for other limited purposes. The City does not maintain commercial
‘earthquake covérage, with certain minor exceptions. See APPENDIX A — “CITY AND COUNTY OF-SAN
FRANCISCO ORGANIZATION AND FINANCES — Litigation and Risk Management.”

SB 1953 Compliance. Sepate Bill 1953 (“SB 1953”) is an amendment to the 1973 Hospital Facilities
Seismic Safety Act (“HFSSA®) that requires all acute care hospitals in California, including Laguna Honda
HOSpltal to comply with certain’ seismic safety standards within a certain time frame. SB 1953 generally
requires that by 2020, all hospital buildings must remain standmg during a major earthquake so that patients
can be evacuated safely, and by 2030, all hospital buildings must remain standing and functioning during a
major earthquake. [The County deems the Leased Property compliant with SB 1953] See “THE LEASED.

. FACILITIES” above.

' Climate Changé Risk of Sea Level Rise and Flooding Damage

Numerous scientific studies on global climate change show that, among other effects on the global
ecosystem, sea levels will rise, extreme temperatures, and extreme weather events will become more frequent
as a result of increasing global temperatares attributable to.atmospheric poltution,

The Fourth National Climate Assessment, published by the U.S. Global Change Research Program in
November 2018 (NCA4), finds that more frequent and intense extreme weather and climate-related events, as
well as changes in average climate conditions, are expected to continue 6 damage infrastructure, ecosystems
and social systems over the next 25 to 100 years, NCA4 states that rising temperatures, sea level rise, and
changes in extreme events are expected to increasingly disrupt and damage critical infrastructure and property
and regional economies and indusiries that depend on natwral resources and favorable climate conditions.
Disruptions, could include more frequent and longer-lasting power outages, fuel shortages and service
disruptions. NCA4 states that the continued increase in the frequency and extent of high-tide flooding due to
sea level rise threatens coastal public infrastructure. NCA4 also states that expected increases in the severity
and frequency of heavy precipitation events will affect inland mﬁastmcture including access to roads, the
v1ab1hty of bridges and the safety of pipelines.

Sea levels will continue to rise in the future due to the increasing temperature of the oceans causing
thermal expansion and growing ocean volume from glaciers and ice caps melting into the ocean. Between
1854 and 2016, sea level rose about nine inches according to the tidal gange at Fort Point,”a location
" underpeath the Golden Gate Bridge. Weather and tidal patterns, inchuding 100-year or more storms and king
tides, may exacerbate the effects of climate related sea level rise. Coastal areas like the City are at risk of
substantial flood damage over time, affecting private development and public infrastructure, inchuding roads,
utilities, emergency services, schools, and parks. As a result, the City could lose considerable tax revenues and
many residents, businesses, and governmental operations along the waterfront could be: dlsplacecL and the City
could be required to mitigate these effects at a potentially matenal cost.

Adapting to sea level rise is a key component of the -City’s policies. The City and its enterprise
departments have been preparmg for future sea level rise for many years and have issued a mumber of public
reports. For example, in March 2016, the-City released a report entitled “Sea Level Rise Action Plan,”
" identifying geographic zones at risk of sea level rise and providing a framework for adaptation strategies to .
* confront these risks. That study shows an upper range of end-of-century projections for permanent sea level -

‘rise, including the effects of temporary flooding due to a 100-year storm, of up to 108 inches above the 2015
- average high tide. Toimplement this Plan, the Mayor’s Sea Level Rise Coordinating Committee, co-chaired by
the Planning Departrment and the Port of San Francisco, joined a number of other public agencies to create
“Adapt SF,” which is now drafting a Citywide Sea Level Rise Vulnerability Assessment, & Citywide Sea Level
Rise Risk Assessment, a Sea Level Rise Adaptation Plan, public maps and tools to communicate sea level rise
impacts and mplementatlon of near-term adaptation projects. The City’s Sea Level Rise Action Plan states
that one key missing piece of information is an understandmg of the effects of chmate change on precipitation.
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Certam City- deparﬁnents are encragmg a consultant team to modcl future storm events, quantlfy how chmate‘
change impacts extreme storms, and prepare an action plan for addressing climate change for use by the City
. departments. The consultants’® study is expected to be completed in 2019.

In April 2017, the Working Group of the California Ocean Protection Council Science Advisory Team
(in collaboration with several state agencies, including the California Natural Reseurce Agency, the
Governor’s Office of Planuing and Research, and the Califoria Fnergy Commission) published a report, that
was formally adopted in -March 2018, entitled “Rising Seas in California: An Update on Sea Level Rise
Science” (the “Sea Level Rise Report”) to provide a new synthesis of the state of science regarding sea level
rise. The Sea Level Rise Report provides the basis for State guidance to state and local agencies for
incorporating sea level rise into design, planning, permitting, construction, investment and other decisiors.
Among many findings, the Sea Level Rise Report indicates that the effects of sea level rise are already being
felt in coastal California with more extensive coastal flooding during storms, exacerbated tidal flooding, and -
inéreased coastal erosion. In addition, the report notes that the rate of ice sheet loss from Greenland and
. Antarctic ice sheets poses a particular risk of sea level rise for the Califomia coastline.

. The City has already incorporated site-specific adaption plans in the conditions of approval for certain
large waterfront development projects, such as the Candlestick/Hunters Point Shipyard, Treasure Island, Pier .
70 and Mission Rock projects. Also, the City has started the process of planning to fortify the Port’s seawall
from sea level rise,.including an initial jnvestment of about $8 million during fiscal year 2017-18 and
consideration of financing options. The City expects short term wpgrades to cost over $500 million and long-
term upgrades to cost more than §5 billion.

Portions of the San Francisco Bay Area, including the City, are built on fill that was placéd over
saturated silty clay known as “Bay Mud.” This Bay Mud is soft and compressible, and the consolidation of'the -
Bay Mud under the weight of the existing fill is ongoing. A report issued in March 2018 by researchers at UC
Berkeley and the University of Arizona suggests that flooding risk from climate change could be exacerbated
in the San Francisco Bay Area due to the sinking or settling of the ground surface, known as subsidence. The

“study claims that the risk of subsidence is more significant for certain parts of the City built on fill.

Projections of the effects of global climate change on ) the City are complex and depend on many
factors that are outside the City’s confrol. The various scientific studies that forecast climate change and its
adverse effects, including sea level rise and flooding risk, are based on assumptions contained in such studies,
but actual events may vary materially. Also, the scientific understanding of climate change and its effects
continues to evolve. Accordingly, the City is unable to forecast when sea level rise or other adverse.effects of
climate change (e.g., the occurrence and frequency of 100-year storm events and king tides) will occur. In
particular, the City cannot predict the timing or precise magnitude of adverse economic effects, including,
without limitation, material adverse effects on the business operations or financial condition of the City and the
local economy during the teim of the Certificates. While the effects of climate change may be mitigated by the
City’s past and future investment in adaptation strategies, the City can give no assurance about the net effects
of those strategies and whether the City will be required to take additional adaptive mitigation measures. If
necessary, such additional measures could require significant capital resources,

In September 2017, the City filed a lawsuit against the five largest investor-owned: oil companies
seeking to have the companies pay into an equitable abatement fund to help fund investment in sea level rise
adaptation infrastructure. In July 2018, the United States District Court, Northern District of California denied
the plaintiffs’ motion for remand to state court, .and then dismissed the lawsuit. The City appealed these
decisions to the United States Court of Appeals for the Ninth Circuit, which is pending. While the City
beligves that its claims are mcntonous the City can give no assurance regarding whether it will be successful
and obtain the requested relief from the courts, or contributions to the abatement fund from the. defendant oil
companies,
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Proceeds of bonds issued under Proposition A (2018) are intended to fund the first of three repair and
construction phases for the Embarcadero Seawall, which spans the northem shoreline of San Francisco from
Fisherman’s Wharf to China Basin.

Cybersecurity

, The City, like many other large public and private entities, relies on a large and complex technology
environment to conduct its operations, and faces multiple cybersecurity threats including, but not limited to,

hacking, viruses, malware and .other attacks on its computing and other digital networks and systems
" (collectively, “Systems Technology™). As a recipient and provider of personal, private, or sensitive -
information, the City has been the subject of cybersecurity incidents that have resulted in or could have
resulted in adverse consequences to the City’s Systems Technology and that required a response action to
mitigate the consequences. For example, in November 2016, the San Francisco Metropolitan Transportation
Agency (the “SFMTA”) was subject to a ransomware attack which dJsmpted some of the SFMTA’s internal
computer systers. Although the attack neither interrupted Muni train services nor compromised customer
pn'vacy or transaction information, SEMTA. took the precaution of tuming off the ticket machines and fare
gates in the Muni Mefro subway stations from Friday, November 25 until the morning of Sunday, November
L/

Cybersecutity incidents could result from unintentional events, or from deliberate attacks by
- unauthorized entities or, individuals attempting to gain access to the City’s Systems -Technology for the
-purposes .of misappropriating assets or information or caunsing operatlonal disruption and damage. To mitigate
the risk of business operations impact and/or damage from cybersecurity incidents or cyber-attacks, the City
invests in multiple forms of cybersecurity and operational safegnards. In November 2016, the City adopted a
City-wide Cyber Security Policy (“Cyber Policy”) to support, maintain, and secure critical infrastructure and
data systems.” The objectives of the Cyber Policy include the protection of critical infrastructure. and
information, manage risk, improve cyber security event detection and remediation, and facilitate cyber
awareness across all City departments. The City’s Department of Technology has established a cybersecurity
tearn to work across all City departments to Jmplement the Cyber Policy. The Clty s Cyber Pohcy is reviewed
- penodlcaﬂy

The City has also appointed 'a City Chief Information Security Officer (“CCISO”) who 1s dJrecﬂy
responsible for understanding the business and related cybersecurity needs of the City’s 54 departments. ‘The
CCISO is responsible for identifying, evaluating, responding, and reporting on information security risks in a

manner that meets compliance and regulatory reqmrements and aligns with and supports the risk posture of
the Clty .

While City cybersecurity and operational safeguards are periodically tested, no assurances can be
given by the City that such measures will ensure against other cybersecurity threats and attacks. Cybersecurity
breaches could damage the City’s Systems Technology and cause material disruption to the City’s operations
and the provision of City services. .The costs of remedying any such damage or protecting against future
attacks could be substantial. Further, cybersecurity breaches could expose the City to material litigation and
other legal risks, which could cause the City to incur material costs related to such legal claims or proceedings.

QOther Events

Seismic events, wildfires, tsunamis, and other natural or man-made events may adversely impact
persons and property within San Francisco, and damage City infrastructire and adversely impact the City’s
ability to provide municipal services. For example, in Angust 2013, a massive wildfire in Tuolumne County
and the Stanislaus National Forest bumed over 257,135 acres (the “Rim Fire), which area included portions of
the City’s Hetch Hetchy Project. The Hetch Hetchy Project is comprised of dams (including O°Shaughnessy -
Dam), reserveirs (including Hetch Hetchy Reservoir which supplies 85% of San Francisco’s drinking water),
hydroelectric generation and transmission facilities and water transmission facilities. SFPUC is currently
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conducting an overall conditions assessment of all dams in its system. Hetch Hetchy facilities affected by the
Rim Fire included two power generating stations and the southern edge of the Hetch Hetchy Reservoir. There
" was no impact to drinking water quality. The City’s hydroelectric power generation system was interrupted by
the fire, forcing the San Francisco Public Utilities Commission to spend apptoximately $1.6 million buying
power on the open market and using existing banked energy with PG&E. The Rim Fire inflicted approximately
$40 million- in damage to parts of the City’s water and power infrastructure located in the region. Certain

portions of the Hetch Hetchy Project such as Mountain Tunnel, an 18.9-mile water conveyance facility, are old
" and deteriorating, and outages at critical points of the project could disrupt water delivery to significant
portions of the region and/or cause significant costs and liabilities to the City. SFPUC’s ddopted fiscal year

2019-28 capital plan includes approximately $211 mllhon for improvements to Mougtain Tonnel to mmgate
these vulnerabilities, .

In September 2010, a PG&E high pressure natural gas transmission pipeline exploded in San Bruno,
California, with catastrophic results. PG&E owns, operates and maintains numerous gas transmission and
distribution pipelines throughout the City. :

With certain exceptions, the City believes that it is more economical to manage its risks internally and
. administer, adjust, settle, defend, and pay claims from budgeted. resources (i.e., “self-insurance™). The City
obtains commercial insurance in certain circumstances, inchuding when required by bond or lease financing
transactions and for other limited purposes. The City does not maintain cormmercial earthquake coverage, with
certain minor exceptions. See APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO
ORGA_NTZATION AND FLNANCES — Litigation and Risk Managemen »

Risk Management and Insurance

The Project Lease obligates the City to maintain and keep in force various forms of insurance, subject
to deductibles, on the Leased Property for repair or replacement in the event of damage or destruction to. the
Leased Property. The City is also required to maintain renfal interruption insurance in an amount equal to but
not less than 24 months’ Base Rental payments. The City makes no representation as to the ability of any
insurér to fulfill its obligations under any insurance policy provided for in the Project Lease and no assurance
can be given as to the adequacy of any such msurance to fund necessary repair or replacement or to pay
principal of and mtercs’c with respect to the Certificates when due. -

The Project Lease allows the City to self-insure against any or all risks, except rental interruption and
title defects, through an alternative risk management program such as its risk management retention program!:
The City expects to self-insure for all hazards for which the Project Lease permits self-insurance. [Confirm.]
See APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES ~
LITIGATION AND RISK MANAGEMENT — Risk Retention Program” . = -

State Law Limitations on Appropr;atmns

Article XIII B of the State Constitution limits the amount that local govemments can appropriate
annually, The ability of the City to make Base Rental payments may be affected if the City should exceed its
appropriations limit. The City does not anticipate exceeding its appropriations limit in the foresecable future.
See APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND FINANCES -
CONSTITUTIONAL AND STATUTORY -LIMITATIONS ON TAXES AND EXPENDITURES -
Article XIII B.of the California Constitution.”

Changes in Law

No assurance can be given that the State or the City electorate will not at some future time adopt
initiatives or that the State Legislature or the City’s Board of Supervisors will not enact legislation that will
amend the laws or the Constitution of the State or the Charter, respectively, in a manner that could result in a

]
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reduction of the City’s General Fund revemties and therefore a reduction of the finds legally available to the

City to make Base Rental payments. See; for example, APPENDIX A: “CITY AND COUNTY OF SAN
FRANCISCO ORGANIZATION AND FINANCES — CONSTITUTIONAL AND STATUTORY
LIMITATIONS ON TAXES AND EXPENDITURES — Arficles XIIIC and XUID of the California
Constitution.”

The General Fund of the City, which is the source of payment of Base Rental, may also be adversely
affected by actions taken (or not taken) by voters. Under the State Constitution, the voters of the State have the
ability to initiate legislation and require a public vote on legislation passed by the State Legislature through the
powers of initidtive and referendum, respectively. Under the City’s Charter, the voters of the City can restrict
or revise the powers of the City through the approval of a Charter amendment. The City is unable to predict
whether any such initiatives might be submitted to or approved by the voters, the natare of such initiatives, or
their potential nnpact on the City. .

State of Cahforma Financial Condiﬁon

The City receives a significant portion of its funding from the State. Changes in the revenues received
by the State can affect the amount of fimding, if any, to be received from the State by the City and other
counties i the State. See APPENDIX A: “CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION

AND FINANCES - CITY BUDGET - utnpact of the State of Cahfcrua Budget on Local Finances.”

The City cannot predict the extent of the budgetary problems the State may encounter in this or in any
future fiscal years, nor is it clear what measures could be taken by the State to balance its budget, as required
by law. In addition, the City cannot predict the outcome of any elections impacting fiscal matters, the cutcome
of future State budget negotiations, the impact that such budgets will have ‘on its finances and operations or
what actions will be taken in the futare by the State Legislature and Govemor to deal with changing State
revenues and expenditures, Current and future State budgets will-be affected by national and State economic
conditions and other factors, including the current economic downturn, over which the City has no control.

U.S. Government Finances

The City receives substantial federal funds for assistance payments, social service programs and other
programs. A portion of the City’s assets are also invested in securities ‘of the United States government. The
* City’s finances may be adversely impacted by fiscal matters at the federal level, including but not limited to
cuts to federal spending. Changes to or termination or replacement of the Affordable Care Act, for example,
could inerease costs to the City, and the City’s financial condition may also be impacted by the withholding of
federal grants or other finds flowing to “sanctuary jurisdictions.” The City camnot predict the ontcome of

future federal administrative actions, legislation or budget deliberations and the impact that such budgets will '

have on the City’s finances and operations. See APPENDIX A: “CITY AND COUNTY OF SAN
FRANCISCO ORGANIZATION AND FINANCES — CITY BUDGET — Impact of Federal Budget Tax
Increases and Expenditure Reductions on Local Finances.” See also APPENDIX A: “CITY AND COUNTY
OF SAN FRANCISCO ORGANIZATION AND FINANCES — OTHER CITY TAX REVENUES” and “~
INVBSTMENT OF CITY FUNDS ”

Other

" There may be other risk factors inherent in ownership of the Certificates in addition to those described
in this section. ’ :

TAX MATTERS

[To come.]
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OTHER LEGAL MATTERS

Certain legal matters incident to the authorization, jssuance and sale of the Certificates and with
regard. to the tax status of the intérest represented by the Certificates (see “TAX MATTERS” herein) are
subject to the separate legal opinions of Stradling Yocca Catlson & Rauth, P.C. Newport Beach, California
and Curls Bartling, P.C., Oakland, California, CO-SpeClal Counsel. The signed 1ega1 opinions of Co-Special
Counsel, dated and premlsed on facts existing and law in effect as of the date of original delivery of the
Certificates, will be dehvered to the initial purchasers of the Certificates at the time of original delivery of the
Certxﬁcates .

. The proposed form of the legal opinions of Co-Special Counsel are set Torth in APPENDIX F hereto.

. The legal opinions to be delivered may vary that text if necessary to reflect facts and law on the date of
delivery. The opinions will speak only as of their date, and subsequent distributions of it by recirculation of
this Official Statement or otherwise will create.no implication that‘Co~Specia1 Counsel have reviewed or

"express any opinion concerning any of the matters referred to in the opinion subsequent fo its date. Certain
legal matters will be passed upon for the City by the City Attorney and by Hawkms Delafield & Wood LLP,

San Francisco, Cahforma, Disclosure Counsel ]

Hawkins Delafield & Wood LLP, San Francisco, California has served as disclosure counsel to the
City and in such capacity has advised the City with respect to applicable securities laws and participated with”
responsible Commission and City officials and staff in conferences and meetings where information contained
in this Official Statement was reviewed for accuracy and completeness. Disclosure Counsel is not responsible
. for the acouracy or completeness of the statements or information presented in this Official Statement and has
not undertaken to independently verify any of such statements or information. Rather, the City is solely
responsible for the accuracy and completeness of the statements and information contained in this Official
Statement. Upon the delivery of the Certificates, Disclosure Counsel will deliver a-letter to the City which
advises the City, subject to the assumptions, exclusions, qualifications and limitations set forth therein, that no
"facts came to the attention of such firm which caused them to believe that this Official Statement as of its date
and as of the date of delivery of the Certificates contained or contains any unirue statement of a material fact or
omifted or omits to state any material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading. No purchaser or holder of the Certificates, or
other person or party other than the City, will be entitled to or may rely on such letter or Hawkins Delafield &
‘Wood LLP’s having acted in the role of disclosure counsel to the City.

The legal opinions and other letters of counsel to be delivered concurrently with the delivery of the
Certificates express the professional judgment of the attorneys rendering the opinions or advice regarding the
legal issues and other matters expressly addressed therein. By rendering a legal opinion or advice, the giver of
such opinion or advice does not become an insurer or guarantor of the result indicated by that ‘opinion, or ‘the
transaction on which the opinion or advice is rendered, or of the future performance of parties to the.
transaction. Nor does the rendermg of an opmlon guarantee the outcome of any legal dispute that may arise
out of the transaction. ,

PROFESSIONALS INVOLVED IN THE OFFERING

PFM Financial Advisors LLC and NHA Advisors, LLC have served as Co-Municipal Advisors to the
City with respect to the sale of the Certificates, The Co-Municipal Advisors have assisted the City in the
City’s review and preparation of this Official Statement and in other matters relating to the planning,
stuchiring, and sale of the Certificates, The Co-Municipal Advisors have not independently verified any of
the data contained herein nor conducted a detailed investigation of the .affairs of the City to determine the
accuracy or completeness of this Official Statement and assume no responsibility for the accuracy or
completeness of any of the information contained herein. The Co-Municipal Advisors, Co-Special Coimnsel and
Dis¢losure Counsel Wlll all receive compensation from the Clty contingent upon the sale and dehvery of the
Certificates.
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[VERIFICATION OF MATHEMATICAL COMPUTATIONS]
[The accuracy of the mathematical computations of the adequacy of the maturing principal of and
Interest earned on the Escrow Securities to provide for the payment, when due, of all principal and interest and
prepayment price with respect to the Prior Certificates to the Prepayment Date will be verified by
(the “Verification Agent”). The Verification Agent will express no opinion on the assumptions
provided to them, nor as to the exemption from taxation of the interest on the Certificates. See “PLAN OF
FINANCE AND THE LEASED PROPERTY” above.]

CONTINUING DISCLOSURE

The City has covenanted for the benefit of the Owners of the Certificates to provide certain financial
information and operating data relating to the City (the “Annual Report”) not later than 270 days after the end
of the City’s.fiscal year (which currently ends on June 30), commencing with the report for fiscal year 2018-
19; which is due not Jater than March 26, 2020, and to provide notices of the occurrence of certain emumerated
events. The Annual Report will be filed by the City with the Electronic Municipal Market Access system
(“EMMA™) of the Municipal Securities Rulemaking Board. The notices of enumerated events will be filed by
the City with the MSRB,. The specific natiwe of the information {o be contained in the Annual Report or the
notices of enumerated events is sumnmarized in APPENDIX D: “FORM OF CONTINUING DISCLOSURE
CERTIFICATE.” These covenants havé been made in order to assist the initial purchasers of the Cettificates in
complying with Securities and Exchange Commission Rule 15¢2-12(b)(5) (the “Rule™). In the last five years,
the City has not failed to comply in all material respects with any previous undertakings with regard to the
Rule to provide annual reports or notices of enumerated events. : '

The City may, from fime to time, -but is not obligated to, post its Comprehensive Annual Financial
Report and other financial information on the City Controller’s web site at www.sfgov.org/controller.

ABSENCE OF LITIGATION

No litigation is pending or threatened concerning the validity of the Certificates, the Trust Agreement,
the Project Lease, the Property Lease, the corporate existence of the City, or the entitlement to their respective
offices of the officers of the City who will execute and deliver the Certificates and other documents and
certificates in connection therewith. The City will furnish to. the initial purchasers of the Certificates a
certificate of the City as to the foregoing as of the time of the original delivery of the Certificates.

VALIDATION ACTION

The City filed a complaint on September 15, 2008, pursuant to State Code of Civil Procedure
Sections 860 through 870.5 in the Superior Court for the State in and for the City to validate the Original
Project Lease, the Original Property Lease, the Original Trust Agreement and certain other matters. On
Jannary 15, 2009, a judgment was rendered finding the Original Project Lease, the Original Property Lease and
the Original Trust Agreement to be valid, legal and binding obligations of the City in accordance with their
terms and in conformity with all applicable provisions of law, including Article XVI, Section 18 of the State
Constiftition.

State Code of Civil Procedure Section 870(a) provides that such a judgment, if no appeal is taken, or if
talen and the Judgment affirmed, shall thereupon become and thereafter be forever binding and conclusive, as
to all matters therein adjudicated or which could have been adjudicated against the City and against all other
persons. State Code of Civil Procedure Section 870(b) provides that no appeal shall be allowed from such a
judgment unless anotice of appeal is filed within 30 days after the entry of judgment. No notice of appeal was
filed. ’
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No validation action has been pursued or is expected to be pursued with respect to the validity of the

Third Supplement to Project Lease, the Third Supplement to Property Lease, or the Third Supplement to Trust
© Agreement. .

RATH\IGS

Moody’s Investors Service, Inc. (“Moody’s™), Standard & Poor’s Ratings Service (“S&P”) and Fitch
Ratings (“Fitch™) have assigned municipal bond ratings of ©  ” “ » and “ > respectively, to the -
Certificates. Certain information not included in this Official Statement was supphed by the City o the rating
agencies to be considered in evaluating the Certificates. The ratings reflect only the views of each rating
agency, and any explanation of the significance of any rating may be obtained only from the respective credit
rating agencies:  Moody’s, at wwwmoodys.com; S&P, at www.sandp.com; and Fitch, at
www.fitchratings.com. Investors are advised to read the entire Official Statement to obtain nformation
essential to the making of an informed investment decision. No assurance can be given that any rating issued
by a rating agency will be retained for any given period of time or that the same will not be revised or
withdrawn entirely by such rating agency, if in its judgment circumstances so warrant. Any such revision or
withdrawal of the ratings obtained, or other actions of a rating agency related to its rating, may have an
adverse effect on the market price of the Certificates. The City undertakes no responsibility to oppose any
such downward revision, suspension or withdrawal. See “CONTINUING DISCLOSURE” herein. . .

SALE OF THE CERTIFICATES

The Certificates are scheduled to be sold at competitive bid on 2019, as provided in the
Official Notice of Sale, dated 2019 (the “Official Notice of Sale”). The Official Notice of Sale
provides that all Certificates would be purchased if any were purchased, the obligation to make such purchase
being subject to certain terms and conditions set forth in the Official Notice of Sale, the approval of certain
legal matters by Co-Special Counsel and certain other conditions. The Purchaser will represent to the City that
the Certificates have been reoffered to the public at the price or yield to be stated on the inside cover page
hereof. ‘

MISCELLANEOUS
Any statements in this Official Statement involving matters of opinion, whether or not expressly so
stated, are intended as such and not as representations of fact. This Official Statement is not to be construed as
a contract or agreement between the City and the initial purchasers or Ovmers and beneficial owners of any of
the Certificates. N

The preparation and distribution of this Official Statement have been duly authorized by the Board of
" Supervisars of the City.

CITY AND COUNTY OF SAN FRANCISCO

By:

Benjamin Rosenfield
Controller
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APPENDIX A

CITY AND COUNTY OF SAN FRANCISCO ORGANIZATION AND ¥FINANCES
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APPENDIX B
COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE
CITY AND COUNTY OF SAN FRANCISCO
FOR THE FISCAL YEAR ENDED JUNE 30, 2018

[to be attached]
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APPENDIX C
SUMMARY OF CERTAIN PROVISIONS OF THE LEGAT, DOCUMENTS

The following summary discussion of selected features of the Trust Agreement, the Property Lease and
the Project Lease, all dated as of _1, 2019, are made subject to dall of the provisions of such documents
and to the discussions of such documents contained elsewhere in this Official Statement. This summary. does
not purport-fo be a complete statement of said provisions and prospective purchasers of the Certificates are
referred to the complete texts of said documents, copies of which are available upon request from the Cify -
through the Office of Public Finance, 1 Dr. Carlton-B. Goodlett Place, Room 336, San Francisco, California
94102-4682. I : L

[T 0 come Jfrom Co-Special Counsé[. ]
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APPENDIX D
FORM OF CONTINUING DISCLOSURE CERTIFICATE

$[Par Amount]*
CITY AND COUNTY OF SAN FRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION
~ SERIES 2019-R1
(CAPITAL PROJECTS)

This Continuing Disclosure Certificate (the “Disclosure Certificate™) is execnted and delivered by the
City and County of San Francisco (the “City”) in connection with the delivery of the certificates of
participation captioned above (the “Certificates™). The Certificates are issued pursuant to that certain Trust

Agreement (the “Trust Agreement”), dated as of 1, 2019, between the City and U.S. Bank National
Association, as trustee (the “Trust Agreement”). Pursuant to [Section 8.10] of the Trust Agreement and

" [Section 4.8] of that: certain Project Lease dated as of 1, 2019, by and between the Trustee and the
City, the City covenants and agrees as follows: , -

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being executed
and delivered by the City for the benefit of the Holders and Beneficial Owners of the Certificates and in order
to assist the Participating Underwriters (defined below) in complying with Securities and Exchange
Comumission (the “S.BE.C.”) Rule 15¢2-12(b)(5).

SECTION 2. . Definitions. Tn addition to the definitions set forth in the Trust Agreement, which

apply to any capitalized term used in this Disclosure Certificate unless othcrw1se defined in this Section 2, the

following capltahzed terms will have the following meanings:

“Annual Report” will mean any Annual Report provided by the City pursuant to, and as descibed in,
Sections 3 and 4 of this Disclosure Cerﬁﬁcate

“Beneﬁclal Owner” will mean any person  which: () has or shares the power, directly or indirectly, to
make investment decisions concerning ownership of any Certificates (including persons holding Ceitificates
through nominees, depositories or other intermediaries) including, but not limited to, the power to vote or
consent with respect to any Certificates or to dispose of ownership of any Certlﬁcates or (b) is treated as the
owner of any Certlﬁcates for federal income tax purposes.

“Dissemination Agent” will mean the Clty, acting in its capacity as Dissemination Agent under this
Disclosure Certificate, or any successor Dissemination Agent designated in wrmng by the City and whlch has
filed with the Clty a written acceptance of such dc351gnat10n

“Finanoial Obligation” means “financial obligation” as such term is defined in the Rulé.

“Holder” will mean either the e gistered owners of the Certificates, or, if the Certificates are registered

in the name of The Dep031tory Trust Company or another recognized deposrcory, any applicable participant in
such depository system. -

“Listed Events” will mean any of the- events hsted in Section 5(a) of this Dlsclosure Certlﬁcate

“MSRB” wﬂl mean the Municipal Secuntms Rulemaking Board or any other entity designated or
authorized by the Securities and Bxchange Commission to receive reports pursuant to the Rule. Until
otherwise designated by the MSRB or the Securities and Exchange Commission, filings with the MSRB are to
be made through the Electronic Municipal Market Access (EMMA) website of the MSRB currenﬂy located at
http /femma.msrb.org.
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“Participating Underwriter” will mean any of the original underwrters or purchasers of the
Certificates required to comply with the Rule in connection with offering of the Certificates.

“Rule” will mean Rule 1502 12(b)(5) adopted by fhe S.E.C. under the Securities Exchange Act of
- 1934, as the same may be amended from time to time. :

SECTION 3. Provision of Annual R’eports.

(@  The City'will, or will cause the Dissemination Agent to, not later
than 270 days after the end of the City’s fiscal year (which is June 30), commencing with the
report for the 20 Fiscal Year (which is due not later than March ), provide to the
MSRB an Annual Report which is consistent with the requirements of Section 4 of this .
Disclosure Certificate. If the Dissemination Agent is not the City, the City will provide the
Annual Report to the Dissemination Agent not later than 15 days prior to said date. The

. Annual Report must be submitted in electronic format and accompanied by such identifying
information as prescribed by the MSRB, and may cross-reference other information. as
provided in Section 4 of this Disclosure Certificate; provided, that if the audited financial
statements of the City are not available by the date required above for the filing of the Annual
L\Cl)UJ.L, the \,,u._y will buU_LLuL u_ua.uLuLcd mxmxm:ﬂ statements and submit the audx’mu financial
staternents as soon as they are available. If the City’s. fiscal year changes, it will give notice
of such change in the same manmer as for a Listéd Event under Section 5(b).

() If the City is un'able to provide to the MSRB an Annual Report by
the date required in subsection (a), the City will send a notice to the MSRB in substantially -
" the form attached as Exhibit A. ‘

(©) The Dissemination Agent will (if the Dissemination Agent is other
than the City), file a report with the City -certifying the date that the Annual Report was
. prov1ded to the MSRB pursuant to this Disclosure Certificate.

SECTION 4. Content of Annual Reports. The City’s Annual Report.will contain or Incorporate by
Ieference the followmg information, as required by the Rule

(a) - the audited general—purpose financial statements of the City
prepared -in dccordance witht generally accepted accountmg prmmples apphcable to
governmental entities;

() ‘a sumnmary of budgeted general find revennes and appropriations;
() a summary of the assessed valuation of taxable piopérty in the City;

(@ a summary of fhe ad valorem property tax levy and delinquency
rate; :

(e) a summary of aggregate annual scheduled lease payments or rental
a obhgatlons with respect to outstanding certlﬁcates of participation and lease revenue bonds
payable from. the general fund of the City.

@ a summary of outstandmg and authorized buf unissued- general fund.
lease obligations, certificates of partmpatlon and other long-term obligations payable ffom
the general fund of the City,
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Any or all of the items listed above may be set forth in a document or set of documents, or may be
included by specific reference to other documents, including official statements of debt issues of the City or
related public entities, which are available to the public on the MSRB website. If the document included by
reference is a final official statement, it must be available from the MSRB. The City will clearly identify each
such other document so included by reference.

SECTION 5. Reporting of Listed Events.

(a) To the extent applicable and pursuant to the provisions of this Section 5, the City will give,
or cause to be given, notice of the occurrence. of any of the following events with respect to the Certificates:

(1)  Principal and interest payment delinguencies;
) Nonpayment related defaults, if material;
(3) Unscheduled draws on any debt service reserves reflecting ﬁnancml difficulties;
@ Unscheduled draws on credit enhancements reflecting financial difficulties;
® Substitution of credit or liquidity providers or their failure to perform;
(6) Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or
' final determinations of taxability, Notices of Proposed Issue (IRS Form S701-TEB)
or other material notices or determinations with respect to the tax status of the
-Certificates, or other material events affecting the tax statug of the Certificates;
N Modifications to the rights of Certificate holders, if material;
(8) Certificate calls, if material, and tender offers;
) Defeasances;
(10)  Release, substitution, or sale of property securing repayment of the Certificates, if -
material;
(11)  Rating changes; :
(12)  Bankruptcy, insolvency, receivership or similar event 6f the obhgatedperson
(13)  Consummation of a merger, consolidation or acquisition involving an obligated
persont of the sale of all or substantially all of the assets of the obligated person, other
than in the ordinary course of business, the entry. into a definitive’ agreement to
undertake such an action or the termination of a definitive agreement rclatmg to any
R such actions, other than pursuant to its terms, if material;
(14)  Appointment of a successor or additional trustee or the change of name of a trustee,
if material; :
- (15)  incurrence of a Financial Obligation of the City, if material, or agreement to
covenants, events of defanlt, remiedies, priorty rights, or other similar terms of a
__ Pinancial Obligation of the City, any of which affect security holders, if material; and
(16)  default, event of acceleration, termination event, modification of terms, or other
similar events under the terms of a Financial Obligation of the City, any of which
reflect financial difficulties.

(b)  Whenever the City obtains knowledge of the occurrence of a Listed Event, the City will, in a
timely manner not in excess of ten business days after the occurrence of the Listed Bvent, file a notice of such

occurrence with the MSRB in electromc format, accompamed by such identifying information as is prescribed
by the MSRB.

SECTION 6. Termination of Reporting Obligation. The City’s obligations under this Disclosure
Certificate will terminate upon the legal defeasance, prepayment or payment in full of all of the Certificates. If
such termination ocours prior to the final Certificate Payment Date of the Certificates, the City will give notice
of such termination in the same manner as for a Listed Event under Section 5(b).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage a

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may
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discharge any such Dissemination Agent, with or without appoinﬁﬁg a successor Dissemination Agent. The
Dissemination Agent will have only such duties as are specifically set forth in this Disclosure Certificate.

SECTION 8. Ameudment; Waiver. Notwithstanding any other provﬁ'.sion of this Disclosure
Certificate, the City may .amend or waive this Disclosure Certificate or any provision of thls Disclosure
Certificate, provided that the following conditions are satxsﬁed

(@) If thé amendment or waiver relates fo the provisions - of
‘Sections 3(a), 3(b), 4 or 5(a), it may only be made in comnection with a change in
-circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature or status of an obligated person with respect to the Certificates or the type of
busmess conducted;

: Cb) The undettaking, as s amended or takmg into account such watver,
would, in the opinion of the City Attorney or nationally recognized bond counsel, have
complied with the requirements of the Rule at the time of the original delivery of the
Certificates, after taking into account any amendments or interpretations of the Rule, as well
as any uhanga in circumstances; and

(c) The amendment or waiver either (i) is-approved by the owners of a
majority in aggregate principal amount of the Certificates or (i) does not, in the opinion of

the City Attorney or nationally recogmzed bond counsel, materially impair the interests of the
Holders.

 In the event of any amendment or waiver of a provision of this Disclosure Certificate, the City will
describe such amendment in the next Anmual Report, and will include, as applicable, a narrative explanation of
the reason for the amendment or waivet and its impact on the type (or, in the case of a change of accounting
principles, on the presentation) of financial information or operating data being presented by the City. In
" addition, if the amendment relates to the accounting principles to be followed in preparing financial statements,
(i) notice of such change will be given in the same manner as for a Listed Event under Section 5, and (ii) the
Annual Report for the vear in which the change is made should present a- comparison (in narrative form and .
also, 'if feasible, in quantitative form) between the financial statements as prepared on the basis of the new
accounting prineiples and those prepared on the basis of the former accounting principles. k

SECTION 9. Additional Information. Nothing in this Disclosure Certificate. will be deemed to
prevent the City from disseminating any other information, nsing the means of dissemination set forth in this
Disclosure Certificate or any other means of communication, or including any other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the City chooses to include any information in any Arnual Report or, notice of occurrence of a
Listed Event in addition to that which is specifically required by this Disclosure Certificate, the City will have
no obligation undex this Disclosure Certificate to update such mformatlon or include 1t in any fiture Annual
Report or notice of ocourtence of a Llsted Event.

SECTION 10. Remedies. In the event of a failure of the City to comply with any provision of this
Disclosure Certificate, any Participating Underwriter, Holder or Beneficial Owner of the Certificates may take
such actions as may be necessary and appropriate to cause the City to comply with its obligations under this '
Disclosure Certificate; provided that any such action may be instituted only in a federal or state court located
in the City and County of San Francisco, State of California, and that the sole remedy under this Disclosure

Certificate in the event of any faﬂure of the City to comply with this Disclosure Certificate will be an action to
compel performance
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_ SECTION 11. Beneficiariés. This Disclosure Certificate will inure solely to the benefit of the City,
the Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time
“of the Certificates, and will create no rights in any other person or entity.

SECTION 12. Counterparts. This Disclosure Certificate may be executed in several counterparts,
each of which will be an original and all of which will constitute but one and the same instrument.

"Date:
CITY AND COUNTY OF SAN FRANCISCO
" Benjamin Rosenfield
Controller
Approved as to form:
DENNIS I. HERRERA
CITY ATTORNEY
By: .
Deputy City Attorney
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CONTINUING DISCLOSURE, CERTIFICATE — EXHIBIT A
FORM OF NOTICE TO THE

MUNICIPAL SECURITIES RULEMAKING BOARD
OF FATLURE TO FILE ANNUAL REPORT

Name of City: . CITY AND COUNTY OF SAN FRANCISCO

Narme of Issue: , CITY AND COUNTY OF SAN FRANCISCO
: REFUNDING CERTIFICATES OF PARTICIPATION
SERIES 2019-R] S
(CAPITAL PROTECTS)
Date of Delivery: . R 2019-

'
i
;

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect to the
above-named Certificates as required by Section 3 of the Continuing Disclosure Certificate of the City and
County of San Francisco, dated the Date of Delivery. The City anticipates that the Annual Report will be filed
by . .

Dated:

CITY AND COUNTY OF SAN FRANCISCO .

By: [to be signed only if filed]
Title: )
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APPENDIX E
DTC AND THE.BOOK-ENTRY ONLY SYSTEM

. The information in numbered paragraphs 1-10 of this Appendix E, concerning The Depository Trust
Company (“DIC”) and DTC’s book-entry system, has been furnished by DTC for use in official statements
and the City takes no responsibility for the completeness or accuracy thereof. The City cannot and does not
give any assurances that DTC, DIC Participants or. Indirect Participants will distribute to the Beneficial
Owners (a) payments of interest or principal with respect to the Certificates, (b) certificates representing
ownership interest in or other confirmation or ownership interest in the Certificates, or (c) redemption or
other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Certificates, or that they

.will so do on a timely basis, or that DIC, DTC Participants or DIC Indirect Participants will act in the
manner described in this Appendix. The curvent “Rules” applicable to DIC are on file with the Securities and
Exchange Commission and the current “Procedures” of DIC to be followed in dealing with DTC Participants
are on file with DTC. As used in this appendix, “Securities” means the Certificates, “Issuer” means the City,
and “Agent’” means the Trustee. -

1. The Depository Trust Company (“DTC™) will act as securities depository for the securities (the
“Securities”). The Securities will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC’s partoership nominee) or such other name as may be requested by an authorized representative of DTC.
One fully-registered Security certificate will be issued for the Securities, in the aggregate principal amount of
such issue, and will be deposited with DTC.

2. DTC, the world’s largest securities deposifory, is a limited-purpose trust company organized under -

the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform
" Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the
Securities Bxchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S.
and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-
-trade settlemment among Direct Participants-of sales and other securities transactions in deposited securities,
through electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This
eliminates the need for physical movement of securities certificates. Direct Participants include both U.S, and
non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other-
organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed
Income Clearing Corporation; all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain
‘a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC
-has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the
‘Securities and Exchange Commission. More information about DTC can be found at www.dfce.com.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants;
which will receive a credit for, the Securities on DTC’s records. The ownership interest of each actual
purchaser of each Security (“Beneficial Owner”) is in tum to be recorded on the Direct and Indirect
Participants® records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction,
as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the
Beneficial Owner entered into the transaction. Transfers of ownership interests in the Securities are to be
accomplished by entries made on the books of Direct and Indirsct Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership iriterests in Securities,
except In the event that use of the bock-entry system for the Securities is discontinued.
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4. To facilitate subsequent transfers, all Securities depesited by Direct Participants with DTC are
registered in the name of DTC’s partnership nomines, Cede & Co., or such other name as may be requested by -
an authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no

“knowledge of the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the
Direct Participants to whose accounts such Seciwities are credited, which may or may not be the Beneficial

Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Part1<:1pants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
* will be governed by arrangements among them, sub) ect to any statutory or regulatory requirements as may be
in effect from time to time.

6. Redemption notices shall be sent to DTC. 1f less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such
issue to be redeemed. :

5 -LLA PP T, famaal) ¢ e P T e TN o
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Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The
Ormibus Proxy assigns Cede & Co.’s consenting or voting riglits to those Direct Participants to whose
accounts Securities are credited on the record date (identified in a listing attached to the Omnibus Proxy).

-8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede
& Ca., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is
to credit Direct Participants® accounts upon DTC’s receipt of funds and corresponding detail information from
Issuer or Agent, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing mstructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC, Agent, or Issuer, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of redemptiori proceeds,
distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the respon51b1hty of Issuer or Agent, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Ind]reot Participants.

9. DTC may discontinue providing its services as depository with respect to the Securities at any time
by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor

depository is not obtained, Security certificates are required to be printed and delivered.

10. Tssuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or
a successor securities depository). In that event, Security certificates will be printed and delivered to DTC.
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APPENDIX F
PROPOSED FORM OF CO-SPECIAL COUNSEL OPINIONS

[To come]

P-1
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APPENDIX G

CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE TREASURE
INVESTMENT POLICY :
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APPENDIX A
CITY AND COUNTY OF SAN ERANCISCO ORGANIZATION AND FINANCES
This Appendix contains information that is current as of January 15, 2019.

This Appendix A to the Official Statement of the City and County of San Ffancisco (the “City”.or “San
Francisco”) provides general information about the City’s governance structure, budget processes,
property taxation system and tax and otherfrevenue sources, City expenditures, labor relations,
employment benefits and retirement costs, investments, bohds and other long-term obligations.

The various reports, documents, websites and other information referred to herein are not incorporated
herein by such references. The City has refeired-to certain specified documents in this Appendix A which
. are hosted on the City’s website. A wide variety of other information, including financial information,
- concerning the City is available from the City's publications, websites and its departments. Any such
information that Is inconsistent with the information set forth in this Official Statement should be
disregarded and is not a part of or incorporated into this Appendix A and should not be considered in
r_nakihg a decision to buy the bonds. The information contained in this Official Statement, including this
Appendix A, speaks only as of its date, and the information herein is subject to change. ProspectEVE

investors are advised to read the entire Official Statement to obtam information essential to make an
mformed investment decrs;on ’
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CITY GOVERNMENT
City Charter

San Francisco is constituted as a city and county chartered pursuant to Article XJ, Sections 3, 4, 5 and 6 of
the Constitution of the State of California {the “State”) and is the only consolidated city and county in the
State. In addition to its powers under its charter in respect of municipal affairs granted under the State’
Constitution, San Francisco generally can exercise the powers of both acity and a county under State law.
On April 15, 1850, several months before California became a state, the original charter was granted by
territorial government to the City. New City charters were adopted by the voters-on May 26, 1898,
effective January 8, 1900, and on March 26, 1931, effective January 8, 1932. In November 1995, the voters

.of the City approved the current charter, which went into effect in most respects-on luly 1; 1996 (the
“Charter”).

The City is governed by a Board of Supervisors consisting of eleven members elected from supervisorial
districts (the “Board of Supervisors”), and a Mayor elected at large who serves as chief executive officer
{the “Mayor”). Members of the Board of Supervisors and the Mayor each serve a four-year term. The
Mayor and members of the Board of Supervisors are subject to term limits as established by the Charter.
Members of the Board of Supervisors may serve no more than two successive four-year terms and may .
not serve another term until four years have elapsed since the end of the second successive term in office.
The Mayor may serve no more than two successive four-year terms, with no limit on the number of non-
successive terms of office. The City Attorney, Assessor-Recorder, District Attorney, Treasurer and Tax
Collector, Sheriff, and Public Defender are also elected directly by the citizens and may serve unifimited
four-year terms. The Charter provides a civil setvice system for most City employees. School functions are
carried out by the San Francisco Unified School District (grades TK-12) (“SFUSD"} and the San Francisco

Community College District (post-secondary) (“SFCCD"). Each is a separate legal entity with a separately
elected governing board. '

Under its original charter, the City committed to a policy of municipal ownership of utilities. The Municipal
- Railway, when acquired from a private operator in 1912, was the first such city-owned public transit
system in the nation. In 1914, the City obtained its municipal water system, including the Hetch Hetchy
watershed near Yosemite, In 1927, the City dedicated Mill’s Field Municipal Airportat a site in what is now
San Mateo Couinty 14 miles south of downtown San Francisco, which would grow to become today’s San
- Francisco International Airport {the “Airport”). in 1968, the City acquired the Port of San Francisco {the
“Port”) in trust from the State. Substantial expansions and improvements have been made to these
. enterprises since their original acquisition. The Airport, the Port, the Public Utilities Commission ("PUC)
(which now includes the Water Enterprise, the Wastewater Enterprise and the Hetch Hetchy Water and
Power Project), the Municipal Transportation Agency (“MTA”) (which operates the San Francisco .
Municipal Railway or “Muni” and the Department of Parking and Traffic (“DPT”), including the Parking
Authority and its five public parking garages), and _fhe City-owned hospitals (San Francisco General and
Laguna Honda), are collectively referred to herein as the “enterprise fund departments,” as they are not
integrated into the City's General Fund operafing budget. However, certain of the enterprise fund
departments, including San Francisco General Hospital, Laguna Honda Hospital and the MTA receive
annually significant General Fundtransfers,

The Charter distributes governing authority among the Mayor, the Board of Supervisors, the various other

elected officers, the City Controller and other appointed-officers, and the boards and commissions that
oversee the various City departments, Compared to the governance of the City prior to 1995, the Charter
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- concentrates relatively more power in the Mayor and Board of Supervisors. The Mayor appoints most

commissioners subject to a two-thirds vote of the Board of Supervisors, unless otherwise provided in

" the.Charter. The Mayor appoints each department head from among persons nommated to the position
by the appropnate commission and may remove department heads. -

Mayor

Mayor London Breed is the 45th Mayor of San Francisco and the first African-American woman to serve -
in such capacity in the City’s history. Mayor Breed won the June 4, 2018 special election to fulfill the
remaining term of the late Mayor Edwin Lee. Mayor Breed will serve until January 2020, Prior to her
election, Mayor Breed served as Acting Mayor, leading San Francisco following the sudden passing of .
Mavyor Lee. Mayor Breed served as a member of the Board of Superviéors for six years, including the last

. three years as President of the Board. ' '

Board of Supervisors

Table A-1lists the current members of the Board of Supervisors. The Supervisors are elected for staggered
four-year terms and are elected by district. Vacancies are filled by appointment by the Mayor.

TABLE A-1 .
CITY AND COUNTY OF SAN FRANCISCO

Board of Supervisors

_ . First Elected or Current
Name - "Appointed . TermExpires
Sandra lee Fewer, District 1 . 2017 2021
Catherine Stefani, District 2 o 2018 2023 .
Aaron Peskin, District 3 ‘ A 2017 o201
Gordon Mar, District 4 : 2019 o 2023
vallie Brown, District 5 2017 2021
Matt Haney, District 6 2019 2023
Norman Yee, Board President, District 7 2017 2021
Rafael Mandelman, District 8 - 2018 2023
Hillary Ronen, District 9 ‘ 2017 " 2021
Shamann Walton, District 10~ 2019 2023
Ahsha Safai, District 11 . 2017 2021

‘Other Elected and Appointed City Officers

Dennis I, Herrera was re-elected to a four-year term as City Attorney in November 2015, The City Attorney
represents the City in all legal proceedings in which the City has ar'interest: Mr. Herrera'was first elected
City Attorney in December 2001. Before becoming City Attorney, Mr. Herrera had been a partner in a
private law firm and had served in the Clinton Administration as Chief of Staff of the U.S. Maritime
Administration. He also served as president of the San Francisco Police Commission and was.a member of
the San Francisco Public Transportation Commission.

Carmen Chu was re-elected to a foﬂr—yearterm as Assessor-Recorder of the City in November 2018. The
Assessor-Recorder administers the property tax assessment system of the City. Before becoming
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Assessor-Recorder, Ms. Chu was elected in November 2008 and November 2010 to the Board of

Supervisors, representing the Sunset/Parkside District 4 after bemg appointed by then-Mayor Gavin
~Newsom in September 2007. :

- José Cisneros was re- eiected toa four~yearterm as Treasurer of the City in November 2015. The Treasurer
is responsible for the deposit and investment of all City moneys, and also acts as Tax Collector for the City.
Mr. Cisneros has served as Treasurer since September 2004, following his appointment by then-Mayor.
Newsom. Prior to being appointed Treasurer, Mr. Cisneros served as Deputy General Manager, Capital
Plannmg and External Affairs for the MTA.

Benjamin Rosenfield was appointed 10 a ten-year term as Controller of the City by then-Mayor Newsom
in March 2008 and was confirmed by the Board of Supervisors in accordance with the Charter. Mr.
Rosenfield was reappointed by then-Mayor Mark Farrell to a new 10-year term as Controller in 2017, and
his nomination was confirmed- by the Board of Supervisors on May 1,2018.

The City Controller i r txmpl accounting, dlsbursemen’c and other-disposition of Cit '
Y . Y Y

S fo

maoneys, certifies the accuracy of budgets estimates the cost of ballot measures, provides payroll services
for the City's employees, and, as the Auditor for the City, directs performance and financial audits of City

- actlvities. Before becoming Controller, Mr. Rosenfield served as the Deputy City Administrator under
former Clty Administrator Edwin Lee from 2005 to 2008. He was responsible for the preparatlon and
monitoring of the City’s ten-year capital plan, oversight of a number of internal service offices under the
City Administrator and implementing the City's 311 non-emergency customer service center, From 2001
to 2005, Mr. Rosenfield worked as the Budget Director for then-Mayor Willie L. Brown, Ir. and then-Mayor
Newsom. As Budget Director, Mr. Rosenfield prepared-the City’s proposed budget for each fiscal year and
worked on hehalf of the Mayor to manage City spendmg during the-course of each year, From 1897 to

. 2001, Mr. Rosenfield worked as an analyst in the Mayor s Budget Ofﬂce and as a project manager in the
Controller’s Office.

'T'

.Naomi M. Kelly was appointed to a five-year term.as City Administrator by then-Mayor Lee in February of
2012, following her brief role as Acting City Administrator. Ms. Kelly was re-appointed for a second five-
“year term on February 8, 2017. As City Administrator, Ms. Kelly has overall responsibility for the
management and implementation of policies, rules and regulations promulgated by the Mayor, the Board
of Supervisors and the voters. Ms. Kelly oversees the General Services Agency consisting of 25

" departments, divisions, arid programs that include the Public Works Department, Department of

Technology, Office of Contract Administration/Purchasing, Real Estate, County Clerk, Fleet Management,
Convention Facilities, Animal Care and Control, Medical Examiner, and Treasure Island. Prior to her City
Administrator position, Ms. Kelly was appointed City Purchaser and Director of the Office’ of Contract
Administration by Mayor Newsom. She previously served as Special Assistant in the Mayor's Office of
Neighborhood Services, and the Office of Policy and Legislative Affairs,. under Mayor Brown. She also
served as the City’s Executive Director of the Taxicab Commission. Ms. Kelly, a native San Franciscan, is.
the first woman and African American to serve as City Administrator of the City. ‘She received her
undergraduate and law degrees, respectively, from New York University and the University of San
Francisco. Ms. Kelly is a member of the California State Bar. '

- A6
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CITY BUDGET

Overview’
The City manages the operations of its nearly-60 departments, commissions and authbrities, including the
enterprise fund departments, and funds such departments and enterprise through its annual budget
" process..On July 24, 2018, the City adopted its two-year budget. The City’s fiscal year 2018-19 adopted
budget appropnates annual revenues, fund balance, transfers and reserves. of ‘approximately $11.04
billion, of which the City’s General Fund accounts for approxxmately $5.51. billion, In fiscal year 2019-20
appropriated revenues, fund balance, transfers and reserves total approximately $11.10 billion, ofwhich
$5.52 billion represents the General Fund budget. For a further discussion of the fiscal years 2018-19 and
2019-20 adopted budgets, see “City Budget Adopted for Fiscal Years 2018-19 and 2019-20” herein,

Each year the Mayor prebares budget legiélation for the City departments, which must be approved by
the Board of Supervisors. Gereral Fund revenues consist largely of local property taxes, business taxes,

- . sales taxes, 6ther 1ocal taxes and charges for services. A significant portion of the City’s revenues comes

“in the form of intergovernmental transfers from the State and, federal governments. Thus, the City's
fiscal position is affected by the health of the local real estate market, the local business and tourist
economy, and by budgetary decisions made by the State and federal governments which depend, in
turn, on the health of the larger State and national economies. All these factors are almost wholly
outside the control of the Mayor, the Board of Supervisors and other City officials. In addition, the State
Constitution limits the City’s ability to raise taxes and property-based fees without a two-thirds vote of
City residents. See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND EXPENDITURES"‘
herein. Also, the factthat the City's annual budget must be adopted.before the State and federal
budgets adds uncertainty to the budget process and necessitates flexibility so that spending decisions

can be adjusted during the course of the ﬂscal year. See “CITY GENERAL FUND PROGRAMS AND
EXPENDITURES” herein.

Budget Process

The City’s fiscal year commences on July 1 and ends on June 30. The City’s budget process for each fiscal
year begins in the middle of the preceding fiscal year as departments prepare their budgets and seek any
required approvals from the applicable City board or commission. Departmental budgets are consolidated
by the City Controller, and then transmitted to the Mayor no later than the first working day of March. By’
the first working. day of May, the Mayor is required to submit a proposed budget to the Board of
Superv‘lsors for certain specified departments, based on criteria set forth in the Administrative Code. On
or before the first working day of June, the Mayor is requlred to submit a proposed budget, including all
departments, to the Board of Supervisors.

Under the Charter, following the submission of the Mayor’s proposed budget, the City Controller must
provide an opinion to the Board of Supervisors regarding the economic assumptions underlying the
revenue estimates and the reasonableness of such estimates and revisions in the proposed budget (the
City Controller’s “Revenue Letter”}. The City-Controller may also recommend reserves that are considered
prudent given the proposed resources and expenditures contained in the Mayor’s proposed budget. The
City Controller’s current Revenue Letter can be viewed online at www.sfcontroller.org. The Revenue
Letter and other information from said website are not incorporated herein by reference. The City's

Capital Planning Committee also reviews the proposed budget and provides recommendations based on .
" the budget’s conformance with the City’s adopted ten-year capital plan. For a further discussion of the
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Capital Planning Committee and the City's ten-year capital plan, see “CAPITAL FINANCING AND BONDS —
Capital Plan” herein,

"The City is required by the Charter to adopt a budget which is balanced in each fund. Dufing its budget
approval process, the Board of Supervisors has the power to reduce or augment any appropriation in the
proposed budget, provided the total budgeted appropriation amount in‘each fund is not greater than the
total budgeted appropriation amount for such fund submitted by the Mayor. The Board of Supervisors
must approve the budget by adoption of the Annual Appropriation Ordinance (also referred to herein as
the “Original Budget”) by no later than August 1 of each fiscalyear.

The Annual Appropriation Ordinance becomes effective with or without the Mayor’'s signature after 10 -
days; however, the Mayor has line-item veto authority over specific items in the budget. Additionally, in
the event the Mayor were to disapprove the entire ordinance, the Charter directs the Mayor to promptly.
return the ordinance to the Board of Supervisors, accompanied by a statement indicating the reasons for
disapproval and any recommendations which the Mayor may have. Any Annual Appropriation Ordinance

so disapproved by the Mayor shall become effective only if, subsequent to its return, itis passed by atwo-
thirds vote of the Bozard of Quhenncnr:

Following the adoption and approval of the Annual Appropriation Ordinance, the City .makes various

- revisions throughout the fiscal year (the Original Budget plus any changes made to date are collectively
referred to herein as the “Revised Budget”). A “Final Revised Budget” is prepared at the end of the fiscal
year reflecting the year-end revenue and expenditure appropriations for that fiscal year.

Two-Year Budgetary Cycle
The City’s budget involves multi-year budgeting and financial planning, including:

1. Fixed two-year budgets are approved by the Board of Supervisors for five departments: The Airport,
Child Support Services, the Port, the PUC and MTA. All other departments prepared balanced, rolhng
twa—yearbudgets

2. Five-year financial plan, which forecasts revenues and expenses and summarizes expected public
service lévels and funding requirements for that period. The most recent five-year financial plan, .
including a forecast of expenditures and revenues and proposed actions to balance them in light of
strategic goals, was issued by the Mayor, the Budget Analyst for the Board of Supervisors and
Controller's Office on January 4, 2019, for fiscal year 2019-20 through fiscal year 2023-24. See “Five
Year Financial Plan” section below.

3. The Controller’s Office proposes to the Mayer and Board of Supervisors financial policies addressing
reserves, use of volatile revenues, debt and financial measures in the case of disaster recovery and
requires the City to adopt budgets consistent with these policies once approved. The Controller’s
Office may recommend additional financial policies or amendments to existing policies no later than
October 1 of any subsequent fiscal year.

4. The City is required to submit labor agreements for all public employee unions by May 15.

A-8
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Role of Controller; Budgetary Analysis and Projections

As Chief Fiscal Officer and City Services Auditor, the City Controller monitors spending for all.officers,
departments and employees charged with receipt, collection or disbursement of City funds, Under the
Charter, no obligation to expend City funds can be incurred without a prior certification by the Controller
that sufficient revenues are or will be available to meet such obligation as it becomes due in the then-
current fiscal year, which ends June 30. The Controller monitors revenues throughout the fiscal year, and
if actual revenues are less than estimated, the City Controller may freeze department ap;ﬁropriations or
place departments on spending “allotments” which will constrain department expenditures until
estimated revenues are realized. If revenues are in excess of what was'estimated, or budget surpluses are
“created, the Controller can certify these surplus funds as a source for supplemental appropriations that
may be adopted throughout the year upon approval of the Mayor and the Board of Supervisors. The City’s
annual expenditures are often different from the estimated expenditures-in the Annual Appropriation

Ordinance due to supplemental appropriations, continuing appropriations of prior years, and unexpended'
current-year funds. :

In addition to the five-year planning responsibilities discussed above, Charter Section 3.105 directs the
Controller to issue periodic or special financial reports during the fiscal year. Fach year, the Controller
issues six-month and nine-month budget status reports to apprise the City’s policymakers.of the current
budgetary status, including projected year-end revenues, expenditures and fund balances.. The Controller

-issued the most recent of these reports, the fiscal year 2017-18 Nine Month Report (the “Nine Month
Report”), on May 11, 2018. The.City Charter also directs the Controiler to annually report on the accuracy
of economic assumptions underlying the revenue estimates in the Mayor’s proposed budget. OnJune 12,
2018 the Controller released the Discussion of the Mayor’s fiscal year 2018-19 and fiscal year 2019-20
Proposed Budget (the “Revenue lLetter” as described in “Budget Process” above). All of these reports
are available from the Controller’s website: www.sfcontroller.org. The information from said website is
not incorporated herein by reference. The six-month budget status report for fiscal year 2018-19 is
expected to be published in February 2019.

General Fund Results: Audited Financial Statements

The Géneral Fund portions of the fiscal year 2018-19 and 2019-20 Original Budgets total $5.51 billion
and $5.52 billion, respectively, including appropriations, reserves, and transfers out. These amounts. do
not include expenditures of the enterprise fund departments such as the Airport, the MTA, the PUC, the
Port and the City-owned hospitals (San Francisco General and Laguna Honda). Table A-2 shows Final
Revised Budget revenues and appropriations for the City’s General Fund for fiscal years 2015~ 16 and
2016-17 and the Original Budgets for fiscal years 2017-18, 2018-19, and 2019-20. See “PROPERTY
TAXATION —Tax Levy and Collection,” “OTHER CITY TAX REVENUES” and “CITY GENERAL FUND PROGRAMS
. AND EXPENDITURES” herein.

The City’s most recently completed Comprehensive Annual Financial Report (the “CAFR,” which includes
the City’s audited financial statements) for fiscal year 2016-17 was issued on December 29, 2017. The .
fiscal year 2016-17 CAFR reported that as of June 30, 2017, the General Fund balance available-for
‘appropriation in subsequent years was $545.9 million (see Table A-4), of which $183.3 million was
assumed in the fiscal year 2017-18 Original Budget and $288.2 million was assumed in the fiscal year 2018~
19 Original Budget. This represents a $110.7 million increase in available fund balance over the $435
million available as of June 30, 2016 and resulted primarily from greater-than-budgeted additional tax

A-S
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Tevenue, particularly property, business and transfer tax revenues, partially offset by under performance
_in sales, hotel and parking tax revenues in fiscal year2016-17.

The City transitioned to a new financial management software syétem at the start of fiscal year 2017-18.
Due to this conversion, the City expects to complete its fiscal year 2017-18 CAFR in March 2018.
Unaudited- fiscal year 2017-18 expenditures are not expected to vary materially from the projections

published in the City’s Nine Month Report, issued on May 11, 2018. Figures for fiscal year 2017-18
presented in this Official Statement are estimated and may change in the audited financial statements.

[Re/nainde( of Page Intentionally Left Blank]
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TABLE A-2

CITY AND COUNTY OF SAN FRANCISCO
Budgeted General Fund Revenues and Appropriations for
Fiscal Years 2015-16 through 2019-20

{000s)
2015-16 2016-17 201718 2018-19 2019-20
Final Revised _ Final Revised Original Original Original
Budget Budget Budget ? Budget ® Budget
Prior-Year Budgetary fund Balance & Reserves $1,236,090. $178,109 $187,182 $250,121 $224,857
.Budgeted Revenues )
Property Taxes - . $1,291,000 $1,412,000  $1,557,000  $1,728,000  $1,743,000
Business Taxes ) .+ 634,460 668,450 750,820 879,380 914,710
Other Local Taxes ’ 1,062,535 1,117,245 1,112,570 1,053,390 ° 1,058,420
Licenses, Permits and Franchises . . 27,163 28,876 29,564 30,833 31,015
Fines, Forfeitures and Penalties ' 4,550 4,580 4,578 3,125 3,156 -
Interest and Investment Earnings . 10,680 13,370 . 18,180 27,270 27,540
Rents and Concessions 15,432 ! 16,140 14,088 14,768 15,016
Grants and Subventions o ' 900,997 959,099 1,018,167 1,051,643 1,062,592
Charges for Services 219628 236,102 T 242,817 261,294 247,781
Other : 31,084 61,334 39,959 41,050 ° 41,356
Total Budgeted Revenues $4,197,529 - $4,518,796  $4,789,144  $5090,754  $5,144,586
_Bond Proceeds & Repayment.of Loans $918 4881 8110 387 -
Expenditure Appropriations
Public Protection ‘ . © . $1211,007  $1,266,148  $1331,196  $1,403,620  $1,453,652
Public Works, Transportation & Commerce 138,288 . 166,295 170,949 183,703 170,150
Human Welfare & Neighborhood Development 892,069 978,126 995,230. 1,053,8i4 1,083,329
Community Health ) 751,416 " 763,496 884,393 943,631 893,763 |
Culture and Recreation ‘ 125,253 139,473 . 162,622 165,784 166,575
General Administration & Finance 235,647 252,998 358,588 391,900 418,497 )
General City Respopsibilities® 113,672 134,153 152,390 183,159 188,171
Total Expenditure Appropriations $3,467,352 $3,700,689 $4,065,368 $4,325,611 $4 374,137
Budgetary. reserves and designations, net $9,907 59,868 $58,730 $21,410 $14,200
Transfers in $235,416 $246,779 $171,122 $170,671 $153,213
Transfers Out : (962,511) {857,528)  (1,033,460) -{1164,612)  (1,134,320)
Net Transfers In/Out L . ($727,095) ©  ($610,749) ($862,338) {$993,941)  ($981,107)
Budgeted Excess {Defidency) of Sources . _
Over (Under} Uses . $1,230,182 $376,480 $0 $0 30
Variance of Actual vs, Budget 296,673 249,475 .
Total Actual Budgetary Fund Balance ‘ $1,526,855 $625,955 50 - 50

1 Over the past five yeafs, the City has consolidated various departments to achieve operational efficiencies. This has resulted

in changes in how departments were summarized in the service area groupings above for the time periods shown.

2 Fiscal year 2017-18 Final Revised Budget will be available upon release of the fiscal year 2017-18 CAFR.

3 Fiscal year 2018-19 Original Budget Priér-Year Budgetary Fund Ba}ance & Reserves will ba reconciled with the previous year s

Final Revised Budget.

Source: Office of the Controller, City and County of San Francisco.

A-11

1744

50



The City'prepares its budget on a modified accrual basis. Accruals for incurred liabilities, such as claims
and judgments, workers’ compensation, accrued vacation and sick leave pay are funded only as
. paymeﬁts'are required to be made. The audited General Fund balance as of June 30, 2017 was $1.9 billion

{as shown in Table A-3 and Table A-4) using Generally Accepted. Accdunting Principles (“GAAPR”), derived
from audited revenues of $4.5 hillion. Audited General Find-balances are shown in Table A-3 on both a

budget basis and a GAAP basis with comparative financial information for the ﬂscal years ended June 30,
2013 through June 30, 2017. :

[ReMaindef of ﬁage Intentionally Left Blapk]
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TABLE A-3

CITY AND COUNTY OF SAN FRANCISCO” '
Summary of Audited General Fund Balances
Fiscal Years 2012-13 through 2016-17

{000s)

. i 2012-13 2013-14 2014-15 2015-16°  2016-17 1
Restricted for rainy day (Economic Stabilization account)” $23,329 $60,289 $71,9'04 $74,986 378,336
Restricted for rainy Hay {One-time Spending account)l 3,010 22,905 43,065 45,120 47,353
Commi tted for budget stabilization {citywide) 121,580 132,264 132,264 178,434 323,204
Committed for Recreation & Parks expenditure savings reserve ] 15,907 12,862 10,551 8,736 4,403
Assigned, notavallable for appropriation

Assigned for encumbrances $74,815 $92,269  $137,641  $190,865  $244,158

Assigned for appropriation carryforward 112,327 159,345 201,192 293,921 434,223

Assigned for budget savings Incentive program (Citywide) 24,819 32,088 33,939 58,907 . 67,450

Assigned for salaries and benéﬁts ) 6,338 ) 10,040 20,155 18,203 23,051
Tota! Fund Balance Not Available for Appr-opria"cion ) $382,125  $522,062  $650,711  $869,272 $1,222,178
Assigned and unassigned, available for appropriation B

Assigned for litigation & contingencies .$30,254 $79,223  $131,970  $145,443.  $136,080

- Assigned for General reserve 21,818 - - - - .

Aés!gped for subsequent year's budget 122,689 . 135,938 180,179 . 172,128 183,326

Unassigned for General Reserve - '45,748 62,579 76,913 95,156 -

‘Unassi..gned - Budgeted for use second budget year 111,604 137,075 | . 194,082 191,202 288,185

Unassigned - Contingency for second budget year - - - 60,000 60,000

Unassigned - Available for future appropriation 6,147 21,656 16,569 11,872 14,409
Total Fund Balance Available for Appropriation $292,512  $419,640  $585379  $657,558  $777,156
Tota} Fund Balance, Budget Basis $674,637  $941,702 51,236,09q $1,52§,830 $1,999,334
Budget Basis to GAAP Basis Reconciliation . - :
Total Fund Balance—audge't Basis $674,637  $941,702 $1,236,090 $1,526,830 $1,999,334
Unrealized galn or loss on investments (1,140) 935 1,141 343 {1,197)
Nonspendable find balance . 23,854 24,022 24,786 522 525
Cs::iztgtz:éﬁ;;:sss PropertyTax:Revenues Recognized (38.210) ‘37'303) '- (37,30) (36,008) (38,469)
Comibiiopiss el e I o o ) (5750
Deferred Amounts on Loan Receivables (20,067) + {21,670) (23,212) - -
Pre-paid |ease revenue - (4,293) (5,70) (5,900} (5,816) (5,733)
Total Fund Balance, GAAP Basis §540,871

Source: Office ofthe Controller, City and County of San Franclsco.

: fiscal year2017-18 will be available upon release of the fiscal year2017-18 CAFR.

2 Additional information In Cl'ty Budget-Rainy Day Reserves,
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Table A-4, entitled “Audited Statement of Revenues, Expenditures and Changes in General Fund
Balances,” is extracted from information in the City’s CAFR for the five'most recent fiscal years. Prior
years audited financial statements can be ebtained from the City Controller’s website. information from
the City Controller’s website is not incorporated herein by reference. Excluded from this Statement of

General Fund Revenues and Expenditures in Table A-4 are fiduciary funds, internal service funds, special
revenue funds (which relate to proceeds of specific revenue sources which are legally restricted to

expenditures for specific.purposes) and all of the enterprise fund departments of the City, each of wh;ch
prepares separate audtted fmanclalstatements

_ [Remainder of Page Intentionally Left Blank]
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TABLE A4

CITY AND COUNTY OF SAN FRANCISCO

Audited Statement of Revenues, Expenditures and Changes In General Fund Balances

Fiscal Years 2012-13 through 2016-17 *

(o00s),
2012-13 2013~1l£ 2014-15 2015-16 2016-17%
Revenues: .
Property Taxes $1,122,008 $1,178,277 $1,272,623 $1,393,574 51,478,671
Business Taxes® 479,627 562,896 . 605,614 659,086 700,536
Other Local Taxes 756,346 922,205  1,085381 1,054,109 1,203,587
Heenses, Permits and Franchises 26,273 26,975 27,789 27,908 29,336
Fines, Forfeitures and Penaltles 6226 5,281 6,369 8,985 2,734
Interestand Investment Income 2,125 7,866 7,867 9,613 145439
Rents and Concessjons 35,273 25,501 24,339 46,553 15,352
Intergovernmental 720,625 827,750 854,464 900,820 932,576
Charges for Services 164,391 180,850 215,036 233,976 220,877
Other 14,142 8,760 9,162 22,291 38,679
Total Revenues $3,327,036 $3,747,361 $4,112,644 $4,356,916 $4,636,787
Expendltures:'
Public Protection $1,057,451  $1,096,839 $1,148,405 51,204,666 $1,257,948
public Works, Transportation & Commerce . 68,014 78,249 87,452 136,762 166,285
Human Welfare and Nelghborhood Development 660,657 720,787 786,36'2 853,924 856,478
Community Health 534,701 668,701 650,741 666,138 600,067
Cuftureand Recreation 165,870 113,018 118,278 124,515 139,368
General Administration & Finance 186,342 150,335 208,695 223,844 238,064
General City Responsibilities 81,657 B6,968 933,620 114,663 121,444
Total Expenditures $2,794,692 $2,954,898 $3,099553 $3,324,512 $3,479,654
Excess of Revenu;as over Expenditures $532,344 $792,463  $1,013,091 $1,082,404 $1,157,133
Other Financing Sources {Uses}):
Transfers in 3195272 $216,449 $164,712  $209,494  $140,272
Transfers Out (646,912)  (720,808)  {873,741) (962,343}  (857,629)
Other Financl ng Sources 4,442 6,585 5,572 4,411 1,765
Other Financing Uses - - ~ - -
Total Other Financing Sources (Uses) ($447,198)  ($497,772)  ($703,457) ($74B438) {$715592)
Excess {Deficiency) of Revenues and Other Sources .

Over Expenditures and Other Uses $85,146 $294,691 $309,634  $283,966 i $441,541
Total Fund Balance at Beginning of Year $455,725 $540,871 $835562 $1,145,196 $1,429,162
Total Fund Balance at End of Year — GAAP Basls * $540,871 $B35,562 $1,145196 $1,428,162 $1,870,703
Assigned for Subsequent Year’s Appropriations and Unassigned Fund Balance, Year End

‘— GAAP Basls $135,795  $178,066  $234,273  $249,238  $273,827

-~ Budget Basis $240,410  $294,669  $390,830  $435202°  $545,920

1
summary of financial Informatlon derlved from City CAFRs. Fund balances Include amounts reserved for rainy day (Economic

Stablization and One-time Spendingaccounts), encumbrances, appropriation carryforwards and other purposes (as required

by the Charter or appropriate accounting practices)as well as unreserved designated and undesignated avaliable fund balances

{which amounts constitute unrestricted General Fund balances).”

2 .
Fiscal year2017-18 will be available upon release of the fiscal year 2017-18 CAFR.

3
Does not Inctude business taxes allocated tn special revenue fund for the Community Challenge Grant program,

3
Prior to adoption of GASB Statement 54 In 2013, titled *Unreserved & Undeslgnated Balance, Year End”

4
Tota} fiscal year 2012-13 amount 15 comprised of $122.7 million §n

d balance sub.

year2013-14 plus 5117.8 million unassigned balapce available for future 3ppropriations.

Sources: Comprehensive Annual Finzncial Report; Office of the Controiler, City and County of San Francisco.
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Five-Year Financial Plan

The Five-Year Finaricial Plan {“Plan”) is required under Proposition A, a charter amendment approved by
voters in November 2009. The Charter requires the City to forecast expenditures and revenues for the
next five fiscal years, propose actibns to balance revenues and expenditures during each year of the Plan,
and discuss strategic goals and corresponding resources for.City departments. Proposition A required
that a Plan be adopted every two years. The City currently updates the Plan annually. '

On January 4, 2018, the Mayor, Budge’c Analyst for the Board of Supervisors, and the Controller’s Office
issued the Plan for fiscal years 2019-20 through 2023-24, which projécts cumulative annual shortfalls of

$107.4 million, $163.4 million, $362.9 million, $519.9 million, and $643.9 million for fiscal years 2019-20 |
through 2023-24, respectively.

The Plan projects growth in General Fund revenues over the forecast period of 14%, primarily composed
of growth in local tax sources. The revenue growth is offset by projected expenditure increases of 25%
over the same period, primarily composed of growth in employee wages and health care costs, citywide

gperat;ng expenses, and’ Charter rnanlnl:h::r*{ haselines and reserves, The Flh/ rl!rrnnﬂy nroiects crrn\)\lfh in

LA8) SRty

General Fund sources of $758.7 million over the Plan period, and expenditure growth of $14 billion.

Growth in salaries and benefits accounts for 43% or $598.4 million of the cumulative shortfall. Growth in
citywide operating costs accounts for 28.6% or $400.6 million of the cumulative shortfall. Growth in
Charter-mandated baselines and reserves accounts for 17% or $238.9 million of the cumulative shortfall.
Growth in individual department costs acecount for 11.7% or $164.87 million of the cumulative shortfali.
These figures incorporate the following key assumptions:

e Changes'in Employer Contribution Rates to City Retirement System: Employer contribution rates
are projected to increase during the first two years of the Plan and decline modestly in the final
three years. This reflects the November 2018 decision of the San Francisco Retirement Board to
lower the discount rate from 7.5% to 7.4%. The Plan does not assume any changes to existing

- funding policy, amortizes the 2018 supplemental COLA over five years per current policy, and
assumes fiscal year 2018-19 investment returns at the 7.5% level.

e Continued Increases in Wages and Health Care Costs: The Plan assumes inflationary increases for
most miscellaneous employees of 2.85%-in fiscal year 2019-20, 3.08% in-fiscal year 2020-21, 2.99%
in fiscal year 2021-22, 3.03% in fiscal year 2022-23, and 3.01% in fiscal year 2023-24, as projected by
the- California Department of Finance and Moody’s. For police officers and firefighters, the Plan
assumes the cost of all negotiated terms, including wage rate increases of 3% in fiscal years 2019-20
and 2020-21, and increases of CPl, as above, thereafter. Final negotiated increases will increase or
decrease projected shortfalls. The Plan assumes the employer share of health and dental insurance -
costs for active 'employees will increase by approximately 6% per year. For retiree health benefits,
the Plan assumes the City will continue its pay-as-you-go practice of funding amounts currently due
for retirees. The growth in the retiree obligation has been estimated based on prOJected cost
increases of approximately 6% per year.

s Voter Adopted Revenue and Spending Requirements: This Plan reflects the outcome of several
local measures from 2018 elections, including voter adoption of a gross receipts tax on cannabis
(November Proposition D} and the dedication of a portion of hotel tax revenue to arts and cultural
organizations {November Proposition E). The Plan- does not assume changes related to voter-
approved measures to create dedicated gross receipts taxes on the lease of commercial space to
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support(child care and education (June Proposition C) or additional gross receipts and payroll taxes
on certain large businesses dedicated to housing and homeless services (November Proposition C).
With the exception of a portion of proceeds from the June 2018 measure, from which 15% is
allocated to the General Fund, revenue from these two measures is dedicated to specific purposes
and subject to legal risk, as discussed below. Given current legal risks, revenue from these measures
will be collected but will not be made available for appropriation. '

= Property Tax Shifts: On November 29, 2018, the Controller’s Office issued a memo notifying
policymakers of -a material update to current year revenue projections due to the reallocation of
property tax revenue in the County’s. Educational Revenue Augmentation ‘Fund (ERAF) The
Controller estimates the City will recognize approximately $415.0 million in excess ERAF property tax
revenue in the current year, 6f which $208.0 million Is attributable to fiscal year 2017-18 and $207.0
million to fiscal year 2018-19. Under Charter provisions adopted by the voters, approximately $78.0 .
million must be allocated to various baselines and approximately $156.0 million to Rainy Day’
Reserves, leaving approximately $181.0 million available for any purpose. Beginning in January 2019
the Board of Supervisors will consider proposed supplemental appropriations to spend these funds.

s In-Home Supportive Services {{HSS) Cost Sﬁift IHSS is an entitlement program which provides ‘
" homecare services to 22,000 elderly and disabled San Franciscans and is funded by federal, state,
and county sources. Due to changes in the fiscal year 2017-18 enacted State budget, significant costs
for this program were shifted from the state to counties. Cost increases are projected to grow from
$56.0 million in fiscal year 2019-20 to $111.5 million in fiscal year 2023-24, due to the combined

effects of a locally~approved minimum wage increase as well as the State’s schedule of i mcreasmg
_cost shifts,

Beyond the IHSS Cost Shift, the Plan does not assume significant changes in funding at the state or
federal levels. Although proposals that would have significant negative impact on the City budget
have been discussed at both levels, it is unclear which will ultimately be adopted and what the
‘specific impacts will be

While the projected shortfalls reflect the difference in projected revenues and expenditures over the -
next five years if current service levels and policies continue, the Charter requires that each year’s
budget be balanced. Balancing the budgets will require some combination of expenditure reductions
and/or additional revenues. These projectioris assume no ongoing solutions are implemented. To the
extent budgets are balanced with ongoing solutions, future shortfalls willdecrease.

The Plan does not assume an economic downturn due to the difficulty of predicting recessions;
however, the City has historically not experienced more than six consecutive years of economic
expansion, and the current economic expansion has |lasted over nineyears. ’

City Budget Adopted for Fiscal Years 2018 19 and 2018-20

On July 31, 2018, Mayor Breed signed the Conso!idated Budget and Annual Appropriation Ordinance (the

“Original Budget”) for the fiscal years ending June 30, 2019 and June 30, 2020. This is the seventh two-

year budget for the entire City. The adopted budget closed the $38 million and $99 million General Fund

shortfalls for fiscal years 2018-19 and 2019-20 identified in the City’s March 31, 2018 update to the Five-
Year Financial Plan through a combination of increased revenue and expendituresavings.

A-17

1750



The Original Budget for fiscal year2018-19 and fiscal year 2019-20 totals $11.04 billion and $11.10 billion

‘respectively, representing a year over year increase of $920 million in fiscal year 2018-19 and a year
over year increase of $59 million in fiscal year 2019-20. The General Fund portion of each year’s budget is
$5.51 billion in fiscal year 2018-19 and $5.52 billion in fiscal year 2019-20 represénting year over year
increases of $364 million and $11 million, respectively. There are 31,220 funded full-time positions in
the fiscal year 2018-19 Original Budget and 31,579 in the fiscal year 2019-20 Original Budget
representing year-over-year increases of 385 and 359 posmons, respectively.

_Other Budget Updates

OnJune 12, 2018, the Controller’s Office issued the Controller’s Discussion of the Mayor’s fiscal year 2018-
19 and fiscal year 20139-20 Proposed Budget ("Revenue Letter”). The report found that the revenue
assumptions in the proposed and now-adopted budget are reasonable, voter-required baseline and set-

aside requirements are met or exceeded, and that code-mandated reserves are funded and mamtamed
at reguired levels.

The letter also certified that ‘rhp Original Budget for fiscal vears. 2018-19 and 2019-20 aduéres to the City's
policy limiting the use of certain nonrecurring revenues to nonrecurring expenses. The policy can only
- be suspended for a given fiscal year by a two-thirds vote of the Board. Specifically, this policy limited the
Mayor and Board’s ability to use for operating expenses the following nonrecurring revenues:
“extraordinary year-end General Fund balance (defined as General Fund prior year unassigned fund
halance before deposits to the Rainy Day Reserve or Budget Stabilization Reserve in excess of the average
of the previous five years), the General Fund share of revenues from prepayments prO\./ideyd under long-
term leases, éoncessions, or contracts, otherwise unrestricted revenues.from legal judgments and
settlements, and other unrestricted revenues from the sale of land or other fixed assets. Under the policy,
these nonrecurring revenues may only be used for nonrecurring expenditures that do not create liability
for or expectation of substantial ongoing costs, including.but not limited to: discretionary funding of
reserves, acquisition of capital equipment, capital projects included in the City’s capital plans,
development of affordable housing, and discretionary payment of pension, debt or other long-term
obligations.

lmpact of Potential Bankruptcy Filing by The Pacific Gas and Electric Company (PG&E) -

~ Taxes and fees paid by PG&E total approximately $90 million annually and include property taxes,
franchise fees and business taxes, as. well as the utility user taxes it remits on behalf of its customers. A
bankruptcy filing by PG&E could cause delays in payments of taxes to the City. The City can give no
assurance regarding the effect of a bankruptey filing by PG&E; lncludmg whether such filing could cause
a delay in payments of taxes to the City. .

Impact of Recent Voter—lnitiated and Approved Revenue Measures on Local Finances

On August 28, 2017, the California Supreme Court in California Cannabis Coalition v. City of Upjand (August
28, 2017, No. 5234148) interpreted Article XIIIC, Section 2(b) of the State Constitution, which requires
local government proposals imposing general taxes to be submitted to the voters at a general election
(i.e. an election at which members of the governing body stand for election). The court concluded such
provision did not to apply to tax measures submitted through the citizen initiative process. Under the
Upland decision, citizens exercising their-right of initiative may now call for general or special taxes on
the ballot at a special election {i.e. an election where members of the governing body are not standing for.
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election). The court did not, however, resolve whether a special tax submitted by voter initiative needs
only simple majority-voter approval, and not the super-majority (i.e. two-thirds) voter approval required
- of special taxes placed an the ballot by a governing body. On June 5, 2018 voters of the City passed by
majority vote two special taxes submitted through the citizen initiative process: a Commercial Rent Tax
for Childcare and Early Education (“June Proposition C”) and a Parcel Tax for the San Francisco Unified
School District (“Proposition G” and, together with June Proposition C, the “June Propositions Cand G”).
In addition, on November 6, 2018 voters passed by a majbrity vote a special tax submitted through the
" citizen initiative process: a Homelessness Gross Receipts Tax (“November Proposition C”) for
. homelessness prevention and services. The estimated ahnual values .of June Propositions C and G are
approximately $146 million and $50 million, respectively. The estimated annual value of November
Proposition C is approximately SZSO million to $300 million. Proceeds of these measures would need to
be appropriated by the Board of Supervisors to be spent. The adopted fiscal year 2018-19 and 2019-20
-budget does not appropriate any of these sources. Given current legal risks, the Controller’s Office has
not certified these funds as available for appropriation, There is a risk that a court in the future could
invalidate the Iévy and collection of the taxes approved by the propositions on the grounds that they
were not approved by a super-majority vote. If a court struck down the propositions, the City could be
obligated to refund ail, or a portion of any taxes levied and collected for the measures. The City is
éeeking judicial-validation of the propositions under Civil Code section 860 et seq. The City cannot
predict the outcome of any litigation to resolve thisissue.

Impact of the State of California Budget on Local Finances

Revenues from the State represent approximately 14% of the General Fund revenues appropriated in the
Original Budget for fiscal years 2018-19 and 2019-20, and thus changes in State revenues could have a
material impatt on the City’s finances. In a typical year, thé Governor releases two primary proposed
budget documents: 1) the Governor's Proposed Budget required to be submitted in January; and 2) the

" “May Revise” to the Governor's Proposed Budget. The Governor's Proposed Budget is then considered
and typically revised by the State Legislature, Following that process, the State Legislature adopts, and the
Governor signs, the State budget. City policy makers review and estimate the impact of both the
Governor's Proposed and May‘Revise Budgets prior to the City adopting its ownbudget.

On lune 27, 2018, the Governor signed the Fiscal Year 2018-19 State Budget (the “2018-19 State

Budget”), appropriating $201.4 billion from the State’s General Fund and other State funds. In the 2018-

19 State Budget, General Fund appropriations total $138.7 billion, $11.6 billion or 9% more than the

2017-18 budget. The State budget agreement focuses on maintaining fiscal prudence by continuing to

pay down past budgetary borrowing and state employee pension liabilities and. contributing to

stabilization reserves, The budget increases funding to K-12 schools through the full implementation of

the Local Control Funding Formula and increases funding to community colleges and the university |
systems.‘Amon'g many investments to counteract poverty, the budget also includes $500 million to

assist local goveriiments with éfforts to address homelessness. Of the $500 million the City is expected*
~ to receive approximately $30 million, which is ‘assumed in the City’s budget. The State budget also

continues to implement the Road Repair and Accountability Act of 2017 (SB1) providing $55 billion of

new tranéportation infrastructure funding over the next 10 years. The City’s fiscal year 2018-19 budget

assumes $23.0 million of street-related capital funding and $36.5.million for transit services and repair

through the Road Repair and Accountability. Act of 2017 (SB1). On November 6, 2018 voters rejected

Propésition 6, which would have repealed the gas tax increase and resulted in a loss of these funds.
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The final 2018-19 State Budget continues to re-base the In-Home Supportive Services Maintenance-of-
Effort “IHSS MOE” agreement negotiated in 2012, as first proposed in the fiscal year 2017-18 budget.
The City’s budget assumes an additional General Fund cost of $30.0 million in fiscal year 2018-19 or a
total cost of $67.9 miliion and an additional $26.0 million or a total cost of $86.8 million in fiscal year 2019-
20 to support the IHSS program, partially offset by health and welfare realignmentsubventions.

On lJa.nuary 10, 2019, the Governor proposed the State budget for fiscal year 2019-20 (the “20159-20
Proposed State Budget”). The 2019-20 Proposed State Budget assumes moderate growth in revenues of
. approximately $5.24 billion, with projected general fund revenues and transfers available in fiscal year
2019-20 totaling approximately $147.9 billion and expenditures in such fiscal year totaling
approximately $144.2 billion. As a part of the expenditures for fiscal year 2019-20, the 2019-20
Proposed State Budget allocates approxmately $20.6 billion in discretionary spending, with
approximately $9.7 billionto pay down State Jiabilities, $5.1 billion to one-time or temporary program
spending and $3 billion to d_iscretionafy reserves. The 2019-20 Proposed State Budget also estimates
$18.5 billion in reserves by the end of fiscal year 2019-20 which includes a halance of $15.3 billion for -
the State’s budget stabilization account, $2.3 billion for the State’s Constitutional rainy day fund and
$900 million for the State’s safety np‘r reserve which may be utilized for CalWORKS and Medi-Cal in the
event of a recession.

Irapact of Federal Government on Local Finances .

The City is continuing to assess the potential material adverse changes in-anticipated federal funding.
Currently, these changes include, for example, potential increased costs associated with changes to or
~ termination or replacement of the Affordable Care Act (“ACA”), potential withholding of federal grants or
other federal funds flowing to “sanctuary jurisdictions,” impact of new census questions related to
immigration status, and the potential suspension or termination of other federal grants for capital
projects. The scope and timing of such changes will not be known until the administration concretely
proposes specific changes or' Congress acts on-such proposals, as applicable. As to potential withholding
of funds for “sanctuary cities” the City has challenged in federal court the Presidential Executive Order
that would cut funding from “sanctuary jurisdictions.,” The federal district court issued a permanent
injunction in November 2017, and the case is currently on appeal at the Ninth Circuit. On August 1, 2018, A
the 9™ Circuit Court of Appeal upheld the district’s court’s injunction against the President’s Executive
Order. The City will continue to monitor federal budget and policy changes but cannot at this time
determine the financial impacts of any proposed federal budget chariges. The fiscal year 2017-18 and
2018-19 budget created a $50 million reserve to manage cost and revenue uncertainty related to potential
federal and state changes to the administration and funding of the Affordable Care Act. In addition, the
City's adopted fiscal year 2018-19 and 2013-20 budgets establish a $40 million reserve to manage state,
federal, -and other revenue uncertamty and a $70 million reserve to manage costs related to local wage
and salary contingencies.

The effects of the federal tax reform. approved by Congress on December 20, 2017 and effective on
January 1, 2018 on San Francisco are not clear at this time. However, the local economy may be affected
by the tax law’s provisions, including: (1) creation of a $10,000 cap on the state and local tax deduction,
which will increase many residents’ total tax liabilities and affect consumer spending; (2) repeal of the
individual health insurance mandate under the ACA; (3) reduction in the mortgage interest tax deduction;
and (4) reduction of corporate income tax rates.
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“The City receives substantial federal funds for assistance payments, social service progfams and. other
programs. A portion of the City's assets are also invested in securities of the United States -
government. The City's finances may be adversely impacted by fiscal matters at the federal level,
including but not limited to cuts to federal spending. For example, the City issued taxable obligations
designated as "Build America Bonds," which BABs were entitled to receive a 35% subsidy payment from
the federal government. in 2013, the United States federal government went through a period of
sequestration and the 35% subsidy payment was reduced.

In the event Congress and the President fail to enact appropriations, budgets or debt ceiling increases -
on a timely basis in the future, such events could have a material adverse effect on the financial markets
and economic conditions in the United States and an adverse impact on the City’s finances. The City
cannot predict the outcome of future federal budget deliberations and the impact that such budgets will

... haveon the City’s finances and operations. .

Budgetary Reserves

Under the Charter, the Treasurer, upon recommendation of the City Controller, is authorized to transfer
legally available moneys to the City’s operating cash reserve from any unencumbered funds then held in
the City’s pooled investment fund. The operating cash reserve s available to cover cash flow deficits in
_ various City funds, including the City’s General Fund. From time to time, the Treasurer has transferred
unencumbered moneys in the pooled investment fund to the operating cash reserve to cover temporary
cash flow deficits in the General Fund and other City funds. Any such transfers must be repaid within the
same fiscal year in which the transfer was made, together with interest at the rate earned on the pooled
funds at the time theé funds were used. See “INVESTMENT OF CITY FUNDS —Investment Policy” herein,

The City maintains an annual General Reserve to be used for current-year fiscal pressares not anticipated
during the budget process. The policy, originally adopted on April 13, 2010, set the reserve equal to 1% of
budgeted regular General Fund revenues in fiscal year 2012-13 and increasing by 0.25% each year
thereafter until reaching 2% of General Fund revenues in fiscal year 2016-17. On December 16, 2014, the
Board of Supervisors adopted financial policies to further increase the City’s General Reserve from 2% to
3% of General Fund revenues between fiscal year 2017-18 and fiscal year 2020-21 while reducing the
required deposit to 1.5% of General Fund revenues during economic downturns. The intent of this policy
change is to increase reserves available during a multi-year downturn. The Original Budget for fiscal years
2018-19 and 2019-20 includes General Reserve startmg balances of $127.3 million and $141.5 million,
respectively.

In addition to the operating cash and general reserves, the City maintains two types of reserves to offset
unanticipated .expenses and which are available for appropriation to City departments by action of the
Board of Supervisars. These include the Salaries and Benefit Reserve (Original Budget includes $24.8
million for fiscal year 2018-19 and $14.9 million in fiscal year 2019-20), and the Litigation Reserve (Original
Budget includes $10.9 million for fiscal year 2018-19 and $11 million in fiscal year 2019-20). Balances in
both reflect new appropriations to the reserves and do not include carry-forward of prior year balances.
The Charter also requires set asides of a portion of departmental expenditure savings in the form of a
citywide Budget Savings Incentive Reserve and a Recreation and Parks Budget Savings Incentive Reserve.

The City also maintains Rainy Day and Budget Stabilization reserves whose. balances carry~forwafd
annually and whose use is-allowed under select circumstances described below.
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Rainy Day Reserve .

The City maintains a Rainy Day Reserve. Charter Section 9.113.5 requires that if the Controller projects
total General Fund revenues for the upcoming budget year will exceed total General Fund revenues for
the current year by more than five percent, then the City’s budget shall allocate the anticipated General
Fund revenues in excess of that five pércent growth into two accounts within the Rainy Day Reserve and
for other lawful governmental purposes. Effective January 1, 2015, Proposition C passed by the voters in
November 2014 divided the existing Rainy Day Economic Stabilization Account into a City Rainy Day
Reserve (“City Reserve”) and a School Rainy Day Reserve {“School Reserve”) with each reserve account

recejving 50% of the existing balance, Additionally, any deposits to the reserve subsequent to January 1,
2015 will be allocated as follows:

s 37.5 percent of the excess revenues to the City Reserve;
= 12.5 percent of the excess revenues to the School Reserve; °

« 25 percent of the excess revenues to the Rainy Day One-Time or Cap'ital Expehdi’(ures account;
and '

o imegme ek Ll e e e s e b mrver L r b s e s b e ~
s 25 percent of the excess revenues to any lawful governimental purpose.

" Fiscal year 2016-17 revenue exceeded the deposit threshold by $8.9 million, generating a deposit of $5.6
million to the City Reserves. The combined balances of the Rainy Day Reserve’s Economic Stabilization
account and the Budget Stabilization Reserve are subject to a cap of 10% of actual total General Fund
revenues as stated in the City’s most recent independent annual audit. Amounts in excess of that cap in
any year will be allocated to capital and other one-time expenditures.

Monies in the City Reserve are available to provide a budgetary cushion in years when General Fund
revenues are projected to decrease from prior-year levels {or, in the case of a multi-year downturn, the
highest of any previous year’s total General Fund revenues). Monies in the Rainy Day Reserve’s One-Time
or Capital Expenditures account are available for capital and other one-time spending initiatives. The fiscal
year 2016-17 combined ending balance of the One-Time and Economic Stabilization portions of the
Reserve was $125.7 million. The Five-Year Financial Plan assumes a deposit of $19.5 million in the City's
Rainy Day Reserves at fiscal year-end 2017-18 and $130.0 million at the end of the current fiscal year,
resulting in ending reserve balances of $145.2 million and $275.2 million, respectively. The Charter
stipulates that the City is eligible to withdraw from the Rainy Day Reserves only when revenues decline
from the prior year. Given (unaudited) revenue growth in fiscal year 2017-18 and budgeted and
projected revenue growth in the current year, the City is not eligible to withdraw from the reserves. -

Budget Stabilization Reserve

The Budget Stabilization Reserve augments the existing Rainy Day Reserve and is funded through the
dedication of 75% of certain volatile revenues, including Real Property Transfer Tax (“RPTT”) receipts in
excess of the rolling five-year annual average (controlling for the effect of any rate increases approved by
voters), funds from the sale of assets, and .year-end unassigned General Fund balances beyond the
amount assumed as a source in the subsequent year's budget.

Fiscal year 2016-17 RPTT receipts exceeded the five-year annual average by $144.4 million and the
.ending general fund unassigned fund balance was $57.6 million, triggering a $57.6 million deposit.
Howéver, $6.7 million of this deposit requirement was offset by the Rainy Day Reserve deposit, resulting
in a $144.8 million deposit to the Budget Stabilization Reserve and a fiscal year 2016-17 ending balance
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of $323.3 million. The City estimates a fiscal year 2017-18 reserve deposit of $60.0 million given unaudited
actual revenue and expenditures, bringing the estimated ending balance to $383.3 million. The fiscal year
2018-19 and 2019-20 budgets assume no reserve deposits given projected RPTT receipts. Under Board-
adopted reserve policies, the City may withdraw from'the Reserve only when revenues decline from the
prior year. Given (unaudited) revenue growth in fiscal year 2017-18 and budgeted and projected
revenue growth in the current year, the City is not eligible to withdraw from the reserves. The

Controller’s Office determines deposits during year end close based on actual receipts during the pnor
fiscalyear. .

The maximum combined value of the Rainy Day Reserve and the Budget Stabilization Reserve js 10% of
_General Fund.revenues, or $498 million given unaudited fiscal year 2017-18.revenues. Projected fiscal
"yedr 2018-19 deposits would increase the reserve above this 10% cap. Under the City;s current policy,

once this threshold is reached, amounts are deposited into a non-recurring expenditure reserve that

‘may be appropriated for capital expenditures, prepayment of future debts or liabilities, or other non-

recurring expenditures, Given current estimates the City will deposit $30.0 million into the non-recurring

expenditure reserve, The Budget Stabilization Reserve-has the same withdrawal requirements as the

Rainy Day Reserve, however, there is-no provision for allocations to the SFUSD. Withdrawals are’

structured to occur over a period of three years: in the first year of a downturn, a maximum of 30% of

the combined value of the Rainy Day Reserve and Budget Stabilization Reserve could be drawn; in the
second year, the maximum withdrawal is 50%; and, in the third year, the entire remaining balance may
bedrawn. No deposﬁs are required in years when the City is eligible to thhdraw

The City’s Five-Year Finan_cial Plan shows the projected reserve balances inthe C'lty’s maintained reserve
categories at the close of fiscal year 2017- 18 through fiscal year 2023-24. The information presented in
Table 9 of the Five-Year Financial Plan may change in the audited financial statements for fiscal year
2017-18. See "CITY BUDGET General Fund Results: Audlted FmancnalStatements" herein.

THE SUCCESSOR AGENCY

Effect of the Dissolution Act

The San Francisco Redevelopment Agency (herein after the “Former Agency”) was organized in 1948 by
the Board of Supervisors pursuant to the Redevelopment Law. The Former Agency’s mission was to
efiminate physical and- economic blight within specific geographic areas.of the City designated by the
Board of Supervisors. The Former Agency had redevelopment plans for nine redevelopment project areas.

As a result of AB 1X 26 and the decision of the California Supreme Court in the California Redevelopment
Assaciation case, as of February 1, 2012, {collectively, the “Dissolution Act”), redevelopment agencies in
the State were dissolved, including the Former Agency, and successor agencies were designated as

_successor entities to the former redevelopment agencies to expeditiously wind down the affairs of the
former redevelopment agencies and also ‘to satisfy “enforceable obligations” of the former
redevelopment agencies all under the supervision of a new oversight board, the State Department of
Fmance and the State Controller.

Pursuant to Ordinance No. 215-12 passed by the Board of Supervisors of the City on October 2, 2012 and
signed by the Mayor on October 4, 2012, the Board of Stpervisors (i) officially gave the following name to
the successor of the Former Agency: the “Successor Agency to the Redevelopment Agency of the City and
County of San Francisco,”{the “Successor Agency”) (i) created the Successor Agency Commission as the
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po!icy body of the Successor Agency, (iii) delegated to the Successor Agenéy Commission the authorityto -
act to implement the surviving redevelopment projects, the replacement housmg obligations and other -
enforceable obligations and the authority to take actions required by AB 26 and AB 1484 and ( v)
established the composmon and terms of the members of the Successor Agency Commission.

Because of the existence of énforceable obligations, the Successor Agency is authorized to continue to
implement, through the issuance of tax allocation bonds, four major redevelopment projects that were
previously, administered by the Former Agency: (i) the Mission Bay North and South Redevelopment
Project Areas, {ii) the Hunters Point Shipyard Redevelopment Project Area and Zone 1 of the Bayview
Redevelopment Project Area, and {iii} the Transbhay Redevelopment Project Area (collectively, the “Major
Approved Development Projects”). In addition, the Successor Agency continues to manage Yerba Buena
Gardens. and other assets within the former Yerba Buena Center Redevelopment Project Area {“YBC").
The Successor Agency exercises land use, development and design approval authority for the Major -
Approved Development Projects and manages the former Redevelopment Agency assets in YBC in place
of the Former Agency. The Successor Agency also issues CFD bonds from time to time to. facilitate,
‘rie\mlnpmpnf in Thp major approved develooment projects in accordance with the tefms of such

" PROPERTY TA)(ATION
Property Taxation System — General

The City receives approximately one-third of its total General Fund operating revenues from local property
taxes. Property tax revenues result from the application of the appropriate tax rate to the total assessed -
value of taxable property in the City. The City levies property taxes for general operating purposes as well
as for the-payment of votér-approved bonds. As a county under State law, the City also levies property
taxes on behalf of'all local agencies with overlappmg jurisdiction within the boundaries of the City.

Local property taxation is the responsibility of various City officers. The Assessor computes the value of
locally assessed taxable property. After the assessed roll is closed on June 30%, the City Controller issues

"a Certificate of Assessed Valuation in August which certifies the taxable assessed value for that fiscal year.
The Controller also compiles a schedule .of tax rates including the 1.0% tax authorized by Article XINA of
the State Constitution (and mandated by statute}, tax surcharges needed to repay voter-approved general
ohligation bonds, and tax surcharges imposed by overlapping jUI’ISdICUOI’lS that have been authorized to. -

- levy taxes on property located in the City. The Board of Supervnsors approves the schedule of tax rates
each year by ordinance adopted no later than the last working day of Septernber. The Treasurer and Tax
Collector prepares and mails tax bills to taxpayers and collect-the taxes on behalf of the City and other
overlapping taxing agencies that levy taxes on taxable property located in the City. The Treasurer holds
and invests City tax funds, including taxes collected for payment of general obligation bonds, and is
charged with payment of principal and interest on such bonds when due. Thé State Board of Equalization
assesses certain special classes of property, as descnbed below. See Taxatlon of State—Assessed Utility
Property below. :

Assessed Valuations, Tax Rates and Tax Delinquencies
Table A-5 provides a recent history of assessed valuations of taxable property within the City. The property

tax rate is composed of two components: 1) the 1.0% couhtywide pohion, and 2) all voter-approved
overrides which fund debt service for general obligation bond indebtedness. The total tax rate shown in
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Table A-5 includes taxes assessed on behahC of the City as well as ’che SFUSD County Office of Education
- {SFCOE), SFCCD, Bay Area Air Quality Management District (“BAAQMD”), and BART, al] of which are legal
entities separate from the City. See aiso, Table A-26: “Statement of Direct and Overlapping Debt and
Long-Term Obligations” below. In addition to ad valoren taxes, voter—approved specual assessment taxes
or direct charges may also appear ona property tax bill.

Additionally, although no additional rate is levied, a portion of property taxes collected within the City is
aliocated to the Successor Agency (OCH). Property tax revenues attributable to the growth in assessed
value of taxable property {(known as “tax increment”) within the adopted redevelopment project areas
may be utilized by OCIi to pay for outstanding and enforceable obligations and a portion of administrative
costs of the agency causing a loss of tax revenues from those parcels located within project areas to the
City and other local taxing agencies, including SFUSD and SFCCD, Taxes collected for payment of debt
service on general obligation bonds are not affected or diverted. The Successor Agency received $153
million of property tax increment in fiscal year 2017-18, diverting about $85 million that would have
otherwise been apportioned to the City’s discretionary generalfund.

The percent collected of property tax (current year levies exeluding supplemental) was 99.14% for fiscal
year 2017-18. Foreclosures, defined as the number of trustee deeds recorded by the Assessor-Recarder’s
Office, numbered 111 for fiscal year 2017-18 compared to-92 in fiscal year 2016-17. The trustee deeds

recorded in fiscal year 2011-12, 2012-13, 2013-14, 2014-15, and fiscal year 2015-16 were 804, 363, 187,
102 and 212 respectively.

[Remainder of Page Intentionally Left Blank]
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TABLE A-5 ' ]
' CITY AND COUNTY OF SAN FRANCISCO
Assessed Valuation of Taxable Prdperty
Fiscal Years 2013~14 through 2618-19

{000s)
I\JgtAssessed1 %Changé' ) A .
Fiscal : Valuation from Total Tax R;te Total Tax  Total Tax ¢ Collected
Year {NAV)  Prior Year per $100 2 Levy® Collected 3 June 30
2013-14 = 172,489,208 4.5% 1188 2,138.245 2,113,284 98.8%
2014-15" 181,809,981 5.4% . .1174 - 2,139,050 2,113,968 98.8%
2015-16 194,392,572 " 6.9% 1.183 . . 2,290,280 2,268,876 99.1%
2016-17 211,532,524 - 88% - 1179 2,492,789 2471486 . 99.1%
. 2017-18 234,074,597 107% 1172 2,732,615 2,709,048 99.1%
2018-19 259,329,479 * 10.8% 1163 3016002 N/A . N/A

¥

Net Assessed Valuation (NAV)is Total Assessed Value for Secured and Unsecured Rolls, less Non-reimbursable
Exemptions and Homeowner Exemptions,

2 Annual tax rate for unsecured propertyis the same rate as the previous year's secured tax rate.

3 The Total Tax Levy and Total Tax Collected through fiscal year 2017-18 is based on year-end current year secured
and unsecured levies as adjusted through roll corrections, excluding supplemental assessments, as reported to
the State of California {available on the website ofthe California SCO). Total Tax Levy for fiscal year '2018-19
based upon initial assessed valuatlons times the secured propertytax rate.

e

Based on initial assessed valuations for fiscal year 2018-13.

Source: Office ofthe Controller, City and County ofSan Francisco.

" SCOsolrce noted in (3): http://www.sce.ca gov/Files-ARD-Tax- ufo/TaxDeIinq/sa nfrancisco.pdf

At the start of fiscal year 2018-19, the total net assessed valuation of taxable property within‘t}:he City
was $259.3 billion. Of this total, $244.9 bilfion (94.4%) represents secured valuations and $14.4 billion
(5.6%) represents unsecured valuations. See “Tax Levy and Collectlon below, for a further discussion of
secured and unsecured propertyvaluatlons ’ o L

Proposition 13 limits to 2% per year any increase in the assessed value of property, unless it is s.old,' or
the structure is improved, The totdl net assessed valuation of taxable property therefore does not

" generally reflect the current market value of taxable property within the City and is in the aggregate
substantially less than current market value. For-this same reason, the total net assessed valuation of
taxable property lags behind changes in market value and may continue to increase even without an
increase in aggregate market values of property.

Under Article XIlIA of the State Constitution added by Proposition 13 in 1978, property sold after March
1, 1975 must be reassessed to full cash value at the time of sale. Taxpayers ¢an appeal the Assessor's

- determination of their property’s assessed value, and the appeals may be retroactive and for multiple
years. The State prescribes the assessment valuation methodologies and the adjudication process that
counties must employ.in connection With counties’ property assessments.
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The City typically experiences increases in assessment appeals activity during economic downturns and
decreases in assessment appeals as the economy rebounds. Historically, during severe economic
downturns, partial reductions of up to approximately 30% of the assessed valuations appealed have been
granted. Assessment appeals granted typically result in revenue refunds, and the level of refund activity
depends on the unigue economic cireumstances of each fiscal year. Other taxing agencies such as SFUSD,
SFCOE, SFCCD, BAAQMD, and BART share proportionately in any refunds paid as a result of successful
appeals. To mitigate the financial risk of potential assessment appeal refunds, the City funds appeal
reserves for its share of estimated property tax revenues for each ﬁscalyear

" .In addition, appeals activity is reviewed each year and incorporated into the current and subsequent
years’ budget projections of property tax revenues. Refunds of prior years’ property taxes from the
-discretionary General Fund appeals reserve fund for ﬁsca] years 2013-14 through 2017-18 are listed in
Table A-6 below.

TABLE A-6

CITY AND COUNTY OF SAN FRANCISCO
Refunds of Prior Years' Property Taxes
General Fund Assessment Appeals Reserve
Fiscal Years 2013-14 through 2017-18

(000s)

Fiscal Year . Amount Refunded
2013-14 . $25,756
2014-15 16,304
2015-16 16,199 . -
2016-17 33,397
2017-18" : 33,613

* Unaudited
Source: Office of the Controller, City and County of San Francisco.

As of July 1, 2018, the Assessor granted 4,719 temporary reductions in property assessed values worth a
total of $278.16 million (equating to a reduction of approximately $3.25 million in general fund taxes),
compared to 7,090 temporary reductions in property assessed values worth a total of $194.9 miflion
(equating to a reduction of approximately $2.3 million in general fund taxes) as of July 1, 2017. Of the
total reductions, only 697 temporary reductions were granted for residential or commercial properties.
The remaining 4,021 reductions were for timeshares. The July 2018 temporary reductions of $278.16
million represent 0.11% of the fiscal year 2018-19 Net Assessed Valuation- of $259.3 billion shown in
Table A-5. All of the temporary reductions granted are subject to review in the following year. Property
owners who are not satisfied with the valuation shown on a Notice of Assessed Value may have a right to
file an appeal with the Assessment Appeals Board (“AAB”) within a certain period. For regular, annual
secured property tax assessments, the period for property owners to file an appeal typically falls
between July 2nd and September 15th.
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As of June 30, 2018, the total number of open appeals before the AAB was 1,001, compared to 991 open

AAB appeals as of June 30, 2017. As of June 30, 2018, there were 1,636 new applications filed during

fiscal year 2017-18, compared to 1,499 new applications filed during the same period (June 30, 2017) of -

- fiscal year 2016-17. Also, the difference between the current assessed value and the taxpayer’s opinion
of values for all the open appeals is $13.4 billjon. Assuming the City did not contest any taxpayer appeals

. and the Board upheld all the taxpayer’s requests, a negative potential total property tax impact of about
$158.3 million would result. The General Fund’s pomon of that potentlal $158.3 mxlhon would be
approx;mately $75.7 million.

The volume of appeals is not necessarily an-indication of how many appeals will be granted, nor of the
magnitude of the reduction in assessed valuation that the Assessor may ultimately grant. City revenue
estimates take into account projected losses from pending and future assessment appeals. .

Tax Lévy and Collection

As the local tax-levying agency under State law, the- City levies property taxes on all taxable property
within the City’s boundaries for the henefit of all overlapping local agencies, including SFUSD, SFCCD, the
Bay Area Air Quality Management District and BART. The total tax levy for all taxing entities in fiscal year
2017-18 was estimated to produce about $2.7 billion, not including suppleémental, escape and special
assessments that may be assessed during the year. Of total property tax revenues (including
supplemental and escape property taxes), the City had budgeted to receive $1.6 billion into the General
Fund and $201.5 million into special revenue funds designated for children’s programs, libraries and open
space.-SFUSD and SFCCD were estimated to receive about $176.3 million and $33.1 million, respectively,

" and the local ERAF was estimated to receive $580.0 million (before adjusting for the vehicle license fees
(“VLF”") backfill shift). The Successor Agency received $153 million. The remaining portion was allocated
to various other governmental bodies, various special funds, and general obligation bond debt service
funds, and other taxing entities. Taxes levied to pay debt service for general obligation bonds issued by
the City, SFUSD, SFCCD and: BART may only be apphed for that purpose.

Unaudited General Fund property tax revenues in fiscal year 2017-18 were $1.66 billion, representmg an
increase of $179.9 million (12.1%) over fiscal year 2016-17 actual revenue. Property tax revenue is .
budgeted at $1.73 billion for fiscal year 2018-19 representing an increase of $67.0 million (4.0%) over
fiscal year 2017-18 unaudited actual. Fiscal year 2019-20 property tax revenue is budgeted at $1.74

. billion, §15.0 million {or 0.9%) more than the fiscal year 2018-19 budget. Tables A-2 and A-4 set forth a
history of budgeted and actual property tax revenues for fiscal years 2012-13 through 2016-17, and
budgeted receupts for fiscal years 2017-18, 2018-19, and fiscal year 2019 20.

The City’s General Fund is allocated about 48'% of total property tax revenue before adjusting for the
VLF backfill shift. The State’s Triple Flip ended in fiscal year 2015-16, eliminating the sales tax in-liel

revenue from property taxes from succeeding fiscal years and shifting it to the local sales tax fevenug’
line.

Generally, property taxes levied by the City on real property become a lien on that property by operation
of law. A tax levied on personal property does not automatically become a lien against real property
thhout an affirmative act of the City taxing authority. Real property tax liens have priarity over all other

liens against the same property regardless of the time of their creation by virtue of express provision of
faw,
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Property subject to ad valorem taxes is entered as, secured or unsecured on the assessment roll
maintained by the Assessor-Recorder. The secured roll is that part of the assessment roll containing State-
‘assessed property and property (real or personal) on which liens are sufficient, in the opinion of the

Assessor-Recorder, to secure payment of the taxes owed. Other property is placed on the “unsecured
roll.” ‘ ' '

The method-of collecting delinquent taxes is substantially different for the two classifications of property.
The City has four ways of collecting unsecured personal property taxes: 1) pursuing civil action against the ;
taxpayer; 2) filing a certificate in the Office of the Clerk of the Court specifying certain facts, including the
date of mailing a copy thereof to the affected taxpayer, in order to obtain a judgment against the taxpayer;
- 3) filing a certificate of delinquency for recording in the Assessor-Recorder’s Office in order to obtain a
lien on certaln property of the taxpayer; and 4) seizing and selling personal property, improvements or
possessory interests belonging or'assessed to the taxpayer. The exclusive means of enforcing the payment
of delinquent taxes with respect to property on the secured roll is the sale of the property securing the
taxes. Proceeds of the sale are used to pay the costs of sale and the amount of delinquenttaxes.

A 10% penalty is added to delinquent taxés that have béen levied on property ‘on the secured roll. In
addition, property on the secured roll with respect to which taxes are definguent is declared “tax
defaulted” and subject to eventual sale by the Treasurer and Tax Collector of the City. Such property may
thereafter be redeemed by payment of the delinquent taxes and the delinquency penalty, plus a
redemption penalty of 1.5% per month, which begins to accrue on such taxes beginning July 1 following. -
the date on which the property hecomestax-defaulted.

In October 1993, the Board of Supervisors passed a resolution that adopted the Alternative Method of
~Tax Apportionment {the “Teeter Plan”). This resolution changed the method by which the City apportions
property taxes among itself and other taxing agencies. Additionally, the Teeter Plan was extended to
“include the allocation and distribution of special taxes levied for City and County of San Francisco
Community Facilities District No. 2014-1 (Transhay Ttansit Center} in lune 2017 (effective fiscal year
2017-18)} and for the Bay Restoration Authority Parcel Tax, SFUSD School Facilities Special Tax, SFUSD
School Parcel Tax, and City College Parcel Tax in'October 2017 {effective fiscal year 2018-19). The Teeter
Plan method authorizes the City Controller to allocate to the City's taxing agencies 100% of the secured
property taxes billed but not yet collected. In return, as the delinquent property taxes and associated
penalties and interest are collected, the City’s General Fund retains such amounts. Prior to adoption of
the Teeter Plan, the City could only allocate secured property taxes actuall\i collected {property taxes
billed minus delinquent taxes). Delinquent taxes, penalties and interest were allocated to the City and
other taxing agencies only when they were collected. The City has funded payment of accrued and
current delinquencies through authorized internal borrowing. The City also maintains a Tax Loss Reserve
~ for the Teeter Plan as shown on Table A-7.
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TABLEA-7
CITY AND COUNTY OF SAN FRANCISCO
Teeter Plan
Tax Loss Reserve Fund Balance
Fiscal Years 2013-14 through 2017-18

{000s)

" Year Ended - - Amount Funded
2013-14 ' $19,654
2014-15 20,569
2015-16 ’ 22,882
2016-17 © 24,382
2017-18" ' 25,567

4
“ Unaudited
Source: Office ofthe Céntroller, Cityand County of San Francisco.

Assessed valuations of the aggregate ten largest assessment parcels in the City for the fiscal year beginning
July 1; 2018 are shown in Table A-8. The City cannot determine from its assessment records whether
individual persons, corporations or other organizations are liable for tax payments with respect to multiple

properties held in various names that in aggregate may be larger than is suggested by the Office of the
Assessor-Recorder, g : . . )

TABLE A-8
: CITY AND COUNTY OF SAN FRANCISCO
Tr;p 10 Parcels Total Assessed Value ‘
" july1,2018 . .
. Tota} Assessed % of Basis of
Assessee ] Location Parce} Number Type value* tevy’
TRANSBAY TOWER LLC 415 MISSION ST 3720009 OFFICE - $1,336,595,294 0.515%
SUTTER BAY HOSPITALS® 11071 VAN NESS AVE 0685 006 HOSPITAL 1,182,540,579 . 0456
HWASS5 OWNERS LLC 555 CAUFORNIAST 0259026 OFFICE A 1,018,418,547 0.393
ELM PROPERTY VENTURELLC 101 CALIFORMIAST 0263 011 OFFICE 984,858,015 - 0.380
PPFPARAMOUNT ONEMARKET PLAZA OWNERLP 1 MARKETST - 3713007 QOFFICE 834,307,207 0.322
SHRSTFRANCISLIC - 301-345 POWELLST 0307 001 HOTEL 738,065,300 0.285
SFDC S0 FREMONTLLC 50 FREMONT ST 3709019 OFFICE 685,318,255 0.266
GSW ARENALLC : 300 16TH STREET - 8722021 ENTERTAINMENT COMP 658,966,629 . 0.254
. KR MISSION BAYLLC 1800 OWENS ST 8727008 OFFICE 558,150,177 0.215
P55 HOTEL OWNER LLC 55 CYRIL MAGNINST - 0330026 HOTEL ' 533,785,362 0,206

i ) $8,536,010,365

* Represents the Total Assessed Valuation (TAV) as of the Baéi; oflevy, whicf} excludes assessments processed during the fiscal year,
TAVincludes land & Improvements, personal property, ané fixtures.

2 The Basis of LE\;y istotal assessed value le;s exemptions for which the state does not reimburse counties {e.g. those thatapply to
nonprofit orgenizations). .

: Nonprafitorganizstion that Is exemptfrom property taxes.

Source: Office ofthe Assessor-Recorder, City and County of Szn Franclsco.
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‘Taxation of State-Assessed Utility Property

A portion of the City’s total net assessed valuation consists of utlhty property subject to assessment by
the State Board of Equalization. State-assessed property, or “unitary property,” is property of a utxhty
system with components located in many taxing jurisdictions assessed as part of a “going concern” rather
than as individual parcels of real or personal property. Unitary and certain other State-assessed property
values are allocated to the counties by the State Board of Equalization, taxed at special county-wide rates,
and the tax revenues distributed to taxing'jurisdictions (including the City itself) according to statutory
formulae generally based on the distribution of taxes in the prior year. The fiscal year 2018-19 valuation
of property assessed by the State Board of Equalization is $3.7 billion. '

OTHER CITY TAX REVENUES

In addition to the property tax, the City has several other major tax revenue sources, as described below.
" Fora discussion of State constitutional and statutory limitations ori taxes that may be imposed by the City,
including a discussion of Proposition 62 and Proposition 218, see ”CONSTITUTIONAL AND STATUTORY
LIM!TATIONS ON TAXES AND EXPENDITURES” herein.

The following section contains a brief description of other major City-imposed taxes as well as taxes that
are collected hy the State and shared w1th the Cxty

Business Taxes

Through tax year 2014 businesses in the City were subject to payroll expense and business registration
taxes. Proposition E approved by the voters in the November 6, 2012 election changed business
registration tax rates and introduced a gross receipis tax which phases in over a five-year period beginning
January 1, 2014, replacing the current 1.5% tax on business payrolls overthe same period. Overall, the
ordinance increases the number and types of businesses in the City that pay business tax and registration
fees from approximately 7,500 currently to 15,000. Current payroll tax exclusions will be converted into a
gross receipts tax exclusion of the same size, terms and expiration dates.

The payroll expense tax is authorized by Article 12-A of the San Francisco Business and Tax Regulation
Code. The 1.5% payroll tax rate in 2013 was adjusted to 1.35% in tax year 2014, 1,16% in tax year 2015,
0.829% in tax year 2016, 0.71% in tax year 2017, and 0.38% in tax year 2018, The gross receipts tax
ordinance, like the current payroll expense tax, is imposed for the privilege of “engaging in business” in
San Francisco. The gross receipts tax will apply to businesses with $ million or more in gross receipts,
adjusted. by the Consumer Price Index going forward. Proposition E also imposes a' 1.4% tax on
administrative office- business activities measured by a company’s total payroll expense within San
Francisco in lieu of the Gross Receipts Tax and increases annual business registration fees to as much as
435,000 for businesses with over $200 million in gross receipts. Prior to Proposition F, business
registration taxes varied from $25 to $500 per year per subject business based on the prior year computed

 payroll tax |iability. Proposition Eincreased the business registration tax rates to between $75 and $35,000
annually.

Business tax revenue (unaudited) in fiscal year 2017-18 is $899.1 million (all funds), repfesenting an
increase of $196.8 million (28%) from fiscal year 2016-17. Business tax revenue is budgeted at $879.4
million in fiscal year 2018-19 representing a decrease of $19.8 million (-2.2%) over fiscal-year 2017-18
unaudited revenue. Business tax revenue is budgeted at $914.7 million in fiscal year 2019-20
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representing an increase of $35.3 million (4.0%) over fiscal 'year?Ol& 19 budget. As noted above, these
figures do not assume gross receipts revenue related to either of the business tax measures approved by ‘
voters in 2018. :

TABLE A-9

CITY AND COUNTY OF SAN FRANCISCO
Business Tax Revenues
Fiscal Years 2014-15 through 2019-20

All Funds
(o00s)
Fiscal Year® Revenue - Change
2014-15 © 8611932 $48525 . 856%
12015-16 660,926 48994  8.0%
2016-17 702331 - 41,405 6.3%
2017-18 unaudited” 899,143 196,812 28.0%
2018-19 budgeted® 881,480 . (izesa) ©-2.0%
2019-20 budgeted® 916,810 . 35330 4.0%

: Figures for fiscal years 2014-15 through 2016-17 are audited actuals.

Includes portion of Payroll Tax allocated to special revenue funds for
the Community Challenge Grant program, Business Régistraiion :
Tax, and beginninginfiscal year20'13—14, Gross Receipts Tax revenues.
% Figure for fiscal year 2017-18 is unaudited.

3 ) .
Figures for fiscal year 2018-19 and 2019-20 are Original Budget amounts.

Source: Office of the Controller, City and County of San Francisco.
Transient Occupancy Tax {Hotel Tax)

Pursuant to the San Francisco Business and Tax Regulation Code, a 14.0% transient occupancy tax is
imposed on occupants of hotel rooms and is remitted by hotel operators to the City monthly. A quarterly
tax-filing requirement is also imposed. Hotel tax revenue growth is a function of changes in occupancy,
average daily room rates (“ADR”) and room supply. Revenue per available room (RevPAR), the combined
effect of occupancy and ADR, experienced double-digit growth rates between fiscal years 2013-14 and
2014-15, driving an average annual increase of 28.5% in hotel tax revenue during this period. RevPAR
growth began to slow in fiscal year 2015-16 and then declined in fiscal year 2016-17, due mainly to the
partial-year closure of the Moscone Convention Center. The Moscone Center re-opened in the second’
quarter of fiscal year 2017-18, and RevPAR is expected to partially recover. Unaudited hotel tax revenue in
fiscal year 2017-18 is projected to be $385.5 million, an increase of $10.2 million (2.7%) from fiscal year
2016-17. In fiscal year 2018-19, hétel tax revenue is budgeted to be $397.9 million, representing growth
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of $12.3 million (3.2%). In fiscal year 2019-20, hotel tax revenue is budgeted to be $408.8 million, an
increase of $11.9 million (3.0%) from fiscal year 2018-19 budget. Budgeted hotel tax levels reflect the
passage of a November 2018 ballot initiative (Proposition E) to shift a portion of hote] tax proceeds from
the General Fund to arts and cultural programs effective January 1, 2019.

TABLE A-10
CITY AND COUNTY OF SAN FRANCISCO
Transient Occupancy Tax Revenues
Fiscal Years 2014-15 through 2019-20

All Funds
(000s)

Fiscal Year® . Tax Rate "Revenue Change
2014-15* . 14.0% - $399,364 $86,226 27.5%
2015-16 , 14.0% 392,686 (6,678) -1.7%
2016-17 14.0% 375,291 (17,395) -4.4%
2017-18 unaudited® 140% 385,551 10,260 2.7%
2018-19 budgeted* 14.0% 397,896 12,345 3.2%. -

- 2019-20 budgeted® ~ 14.0% 409,840 11,945 3.0%

! Figures for fiscal year 2014-15 through fiscal year 2016-17 are audited actuals and -
include the portlon ofhotel'tax revenue used to pay debt service on hotel tax revenue
bonds.

2 Figures in fiscal year 2014-15 are substantially adjusted due to multi-year auditand
litigation resolution.

v

3 N
Figure for fiscal year 2017-18 represent unaudited actuals

A Figures for fiscal year 2018-19 and 2019-20 are Original Budget amounts. These amounts
include the portion of hotel tax revenue used to pay debt service on hotel tax revenue ’
bonds, as well as the portion of hotel tax revenue dedicated to arts and cultural .
programming reflecting the passage of Proposition Ein November 2018, which takes effect
January1,2019. S

Real Property Transfer Tax

Atax is imposed on ali real estate transfers recorded in the City. Transfer tax revenue is more susceptible

to economic and real estate cycles than most other City revenue sources. Prior to November 8, 2016, the

rates were $5.00 per $1,000 of the sale price of the property being transferred for properties valued at

$250,000 or less; $6.80 per $1,000 for properties valued more than $250,000 and less than $999,999;

$7.50 per $1,000 for properties valued at $1.0 million to $5.0 million; $20.00 per $1,000 for properties -
valued more than $5.0 million and less than $10.0 million; and $25 per $1,000 for properties valued at
more than $10.0 million. After the passage of Proposition W on November 8, 2016, transfer tax rates were
amended, raising the rate to $22.50 per $1,000 for properties valued more than $5.0 million and less than
$10.0 million; $27.50 per $1,000 for properties valued at more than $10.0 million and less than $25.0
million; and $30.00 per $1,000 for properties valued at more than $25.0 million. This change resulted in
an estimated additional $30.3 million in transfer tax revenue in fiscal year 2017-18. .
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Unaudited real property transfer tax (“RPTT”) revenue for fiscal year 2017-18 is $280.4 millicn, a $130.1
million (31.7%) decrease from fiscal year 2016-17 revenue. Fiscal year 2018-19 RPTT revenue is
budgeted to be $228.0 million, $52 million (18.7%) less than unaudited fiscal year 2017-18 revenue
primarily due to the assumption that RPTT collections will return to their historic average. For fiscal year
2019-20, RPTT revenue is budgeted to be $228 million, unchanged from fiscal year 2018-19 budget.

TABLE A-11
CITY AND COUNTY OF SAN FRANCISCO

Real Property Transfer Tax Receipts
Fiscal Years 2014-15 through 2019-20 °

{000s)

Fisdé! Year " Revenue Cﬁan.ge‘

2014-15 $314,603 $52,678 20.1%

2015-16 . 269,080 {45,513)  -14.5%

2016-17 410,561 141,471 52.6%

2017-18 unaudited® 280,416 (130,145)  -31.7%
© 2018-19 budgeted® 228,000 (52,416)  -18.7%

2019-20 budgeted® 228,000 . 0.0%

1 . ‘ R
Figures for fiscal year 2014-15 through 2016-17 are audited actuals.
: Fighres for fiscal year 2017-18 are unaudited actuals.

3 . .
Figures for fiscal year 2018-19 and 2013-20 are Original Budget amounts.

Source: Office of the Controller, City and County of San Francisco.
Sales and Use Tax

The sales tax rate on retail transactions in the City is 8.50%, of which 1.00% represents the City’s local
" share. The State collects the City’s local sales tax on retail transactions along with State and special district
sales taxes, and then rémits the local sales tax collections to the City. Between fiscal year 2004-05 and the
first half of fiscal year 201516, the State diverted one-quarter of City’s 1.00% local share of the sales tax
and replaced the lost revenue with a shift of local property taxes to the City from local school district
funding. This “Triple Flip” concluded on December 31, 2015, after which point the full 1.00% local tax is
recorded in the General Fund.

Unaudited local sales. tax for fiscal year 2017-18 is $192.9 million, $3.4 millior (1.8%) more than fiscal
year 2016-17. Fiscal year 2018-19 revenue is budgeted to be $196.9 million, an increase of $3.9 million
(2.0%) from fiscal year 2017-18. Fiscal year 2019-20 revenue s budgeted to be $198.8 million, an
increase of $2.0 mdhon (1.0%) from fiscal year 2018-19 budget

Historically, sales tax revenues have been highly correlated to growth in tourism, business activity and
population. This revenue is significantly affected by changes in the economy. In recent years, online

retailers have contributed significantly to sales tax receipts, offsettmg sustamed declines in point of sale
purchases. .
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In June 2018, the United States Supreme Court ruled in favor of South Dakota in the case of South
Dakota v. Wayfair, Inc., requiring out-of-state online retailers to collect sales taxes on sales to in-state
- residents. The impact of this ruling on sales tax revenues in the City remains unknown due to various
factors. In California and other states, many large online retailers already collect and remit state and
{dcal sales and use taxes, including Wayfair and Amazon. However, out-of-state retailers, who have no
physical presence in California and no agreements with affiliates, are not required to collect California
sales and use tax. On December 11, 2018, the California Department of Tax and Fee Administration
{CDTFA) announced that beginning April 1, 2019, out of state retailers with sales for delivery into
California exceeding $100,000 or with 200 or more separate transactions must collect and remit sales .
tax. These are the same thresholds in place in South Dakota that were reviewed by the United States
Supreme Court in the Wayfair decision. It appears unlikely that Congress will adopt uniform national
standards absent substantive issues at the state level, therefore the City expects actions adopted.at the
state level will remain in effect for the foreseeable future. The adopted budget does not assume
revenue changes from this ruling or CDTFA action, however, it is likely to have a modest positive impact in
the short term given the demographics and shopping patterns of City residents.

Table A-12 reflects the City’s actual sales and use tax receipts for fiscal years 2014-15 through 2016-17,
unaudited receipts for fiscal year 2017-18, and budgeted receipts for fiscal year 2018-19 and 2019-20.
The fiscal year 2014-15 and 2015-16 figures include the imputed impact of the property tax shift made
in compensation for the one-quarter sales tax revenue taken by the State’s “Triple Flip.”

[Remainder of Page Intentionally Left Blank]
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TABLE A-12
CITY AND COUNTY OF SAN FRANCISCO
Sales and Use Tax Revenues

Fiscal Years 2014-15 through 2019-20

(000s)

Fiscal Year TexRate ~ CityShare  Revenue Change

201415 8.75% 0.75% 140,146 6,441 -4.8%
201415adi? - - 875% 1.00% 186,891 9,592 5.4%
2015-16 - 875% 0.75% 167,915 27,769 19.8%
2015-16 adj.? 8.75% 1.00% 204,118 17,227 9.2%
2016-17° 8.75% 1.00% 189,473 . (14,645) -8.7%
2017-18 unaudited” 8.50% 1.00% 192,945 3,472 1.8%
2018-19 budgeteq5 8.50% 1.00% 196,870 3,925 2.0%
2019-20 budgeted® ‘_ | 8.50% 1.00% 198,840 1,570 1.0%

1 Figures for fiscal year 2014-15through fiscal year 2016-17 are audited actuals. In November 2012 voters
approved Proposition 30, which temporarily increased the state sales tax rate by 0.25% effective
January 1, 2013 through December 31, 2016, The City share did not change.

2 Adjusted figures represent the value of the entire 1.00% local sales tax, which was reduced by 0.25%
beginningin fiscal year 2004-05 through December 31, 2015 in order to repay the State's Economic
Recovery Bonds as authorized under Proposition 57 in March 2004. This 0.25% reduction is backfilled by

3 The 2015-16 adjusted figures include the State's final payment to the counties for the lost 0.25% of sales
tax, from July 1, 2015 through December 31, 2015, It also includes a true-up payment for April through

4 Figures for fistal year 2017-18 are unaudited.

5 Figures for fiscal year 2018-19 and 2019-20 are Original Budget amounts.

Source: Office ofthe Controller, City and County of San Francisco.

Utility Users Tax

The City imposes a 7.5% tax on non-residential users of gas, electricity, water, steam and telephone
services. The Telephone Users Tax (“TUT”) applies to charges for all telephone communications services
in the City to_the extent permitted by Federal and State law, including intrastate, interstate, and
international telephone services, cellular telephone services, and voice over internet protocol (“VO!P”).
Telephone communications services do not includé Internet access, which is exempt from taxation under
the Internet Tax Freedom Act. ' '

Unaudited fiscal year 2017-18 Utility User Tax (“UUT") revenues of $94.5 million represent a decline of
$6.7 million (6.7%) from fiscal year 2016-17. Fiscal year 2018- 19 UUT revenues are budgeted at $99.1
million, a $4.6 million (4.9%) increase from the 2017-18 unaudited revenues. Fiscal year 2019-20
revenues are budgeted at $100.0 million, a $0.9 million {1.0%) increase from the prior year budget.
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Access L'me Tax

The Crty imposes ‘an Access Line Tax (“ALT”) on every person who subscribes to teleph@ne
communications services in the City. The ALT replaced the Emergency Response Fee (“ERF”) in 2008. It
applies to each telephone line in the City and is collected from telephone communications service

.- subscribers by the telephone service supplier. Unaudited access Line Tax revenue for fiscal year 2017-18 of

$51.3 million represents a $4.7 million (10.2%) increase over fiscal year 2016-17. Fiscal year 2018-19
revenue is budgeted at $51.9 million, a-$0.6 million (1.2%) increase from fiscal year 2017-18 unaudited
revenues. Fiscal year 2019-20 revenue is budgeted at $53.5 million, a $1.6 million (3.2%) increase from .
the prior year. Budgeted amounts in fiscal year 2018-19 ‘assume annual inflationary increases to the
access line tax rate as allowed under Business and Tax Regulation Code Sectjon 784.

‘Sugar Sweetened Beverage Tax

On Novernber 9, 2016 voters adopted Proposition V, a one cent per ounce tax on the distribution of sugary
beverages. This measure took effect on January 1, 2018 and raised $7.9 million in fiscal year 2017-18
(unaudited), $0.4 million {5.5%) over budget. Fiscal year 2018-19 and 2019-20 revenues are budgeted at
a combined $15.0 million, a'slight decline from annualized fiscal year 2017-18 amounts.

Parking Tax’

A25%taxis imposed on the charge for off-street parking spaces. The tax is paid by occupants and remitted
monthly to the City by parking facility operators. Historically, parling tax revenue was positively correlated
with business activity and employment, both of which are projected to increase over the next two years
as reflected in increases in business and sales tax revenue projections. However, widespread use of ride-
sharing services and redevelopment of surface lots and parking garages into, office and other uses have
led to declines in this source over the past two fiscalyears. ‘

Unaudited fisc'al'year 2017-18 parking tax revenue of $83.5 million represents a $0.8 million (0.9%)
decrease from fiscal year 2016-17 revenue. Parking tax revenue is budgeted at $85.5 million in fiscal year

2018-19 and flscal year 2019-20, a $2.0 million (2 5%) increase from unaudited fiscal year 2017- 18
revenues. :

Parking tax revenues are deposited into the General Fund, from which an amount equivalent to 80% is
transferred to the'MTA for public transit as mandated by Charter Section 16.110.

INTERGOVERNMENTAL REVENUES

State — Realighment

San Francisca receives allocations of State sales tax and Vehicle License Fee (VLF) revenue for 1991 Health
and Welfare Realighment and 2011 Public Safety Realignment.

1991 Health & Welfare Realignment. In fiscal year 2017-18, the (u naudited) General Fund share of 1991
realignment revenue of $197.9 million represents a $5.8 million (3.0%) increase from fiscal year 2016~
17. The fiscal years 2018-18 and 2019-20-General Fund share of these revenues is budgeted at 5208.1
million and $215.5 million, a net increase of- $11.2° million (5.6%) and $6.4 million (3.1%) from the
respective prior year, based on projected sales tax and VLF growth payments.
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Since fiscal year 2014-15, the State has assumed that under the Affordable Care Act (ACA), counties will
' _realize savings as a result of treating fewer uninsured patients. The State redirects these savings from
realignment allocations to cover CalWORKs expenditures previously paid for by the State’s General Fund.
In fiscal year 2018-19, reductions to the City’s allocation are assumed at $12.0 million. However, they are '
projected to be offset by the true up payments from the State for fiscal year 2015-16. The fiscal year
2019-20 budget makes the same assumption as fiscal year 2018-19, projecting reductions to the City's
allocation that are fully offset by true up payments from fiscal year 2016-17. Future budget adjustments
could be necessary depending on final State determinations of ACA savings amounts, which are
expected in January 2020 and January 2021 for fiscal year 2017-18 and fiscal yeér 2018-19, respectively.
The fiscal year 2018-19 and 2019-20 realignment budget assumes the redlrectlon of sales tax and VLF
growth distributions from health and mental health a!locatxons to social service allocations, consistent.
with IHSS assumptlons enacted in the Governof’s 2018- 19 budget

Public Sufety Real!gnment Pubhc Safety Reahgnment (AB 109) enacted in early 2011, transfers
responsibility for supervising certain- kinds of felony offenders and state prison parolees from state
* prisons and Darble agents to county jails and probation officers. Upaudited fiscal year 2017-18 revenue
of $37.4 million represents a $2.1 milliori (5.5%) increase from fiscal year 2016-17 actuals. Based on the -
State’s adopted budget for fiscal year 2018-19, this revenue is budgeted at $39.0 million in fiscal year
2018-19, a $1.6 million (4.2%) increase over fiscal year 2017-18, reflecting increased State funding to
support implementation of AB109. The fiscal year 2018- 20 budget assumes a S12 million (3.1%)
increase from the fiscal year 2018-19 budget. -

Public Safety Sales Tax

State Proposition 172, passed by California voters in November 1993, provided for the continuation of a
one-half percent sales tax for public safety expenditures. This revenue is a function of the City's. -
proportionate share of Statewide sales activity. Unaudited fiscal year 2017-18 revenue of $104.9 million
represents a $4.4 million (4.4%) increase from fiscal year 2016-17 revenues. In fiscal years 2018-19 and
2019-20, this revenue is budgeted at $104.7 million and $106.2 million, respectively, essentially flat in
201819 and representing growth of $1.6 million (1.5%) in fiscal year 2019-20. These revenues are
allocated to counties by the State separately from the local one—percent'sales tax discussed above and .
_are used to fund police and fire services, Disbursements are made to counties based on the county'ratio,
which is the county’s percent shafe of total statewide sales taxes in the most recent calendar year. The
. county ratio for San Francisco in fiscal year' 2016-17 s almost 3% and is expected to decline slightly in
fiscal years 2017-18, 2018-19, and 2019-20. : ‘

Other Intergovernmental Grants and.Subventions

(n addition to those categories listed above, the City received $626.37 million {unaudited) of funds in fiscal
year 2017-18 from grants -and subventions from the State and federal governments to fund public

_health, social services and other programs-in the General Fund. This represents a $3.8 million (0.6%)
decrease from fiscal year 2016-17. The fiscal year 2018-19 budget of $686.7 million' is an increase of
$64.1 million (10.3%) over fiscal year 2017-18. The fiscal year 2019- 20 budget is $698.2 million, an ‘
increase of $11.5 million (1. 7%) over fiscal year 2018- 19 '
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CITY GENERAL FUND PROGRAMS AND EXPENDITURES _

) 1
Unique among California citles, San Francisco as a charter city and county must provide the services of
both a city and a county. Public services include police, fire and public safety; public health, mental health
and other social ‘services;' courts, jails, and juvenile justice; public works, streets, and transportation,
including port and airport; construction and maintenance of all public buildings’and facilities; water,
sewer, and power'services; parks and recreation; libraries and cultural facilities and events; zoning and
planning, and many others. Employment costs are relatively fixed by Jabor and retirement agreements,

" and account for approximately 50% of all City expenditures. In addition, the Charter imposes certain
baselines, mandates, and property tax set-asides, which dictate expenditure or service levels for certain
programs, and allocate specific revenues or specific proportions thereof to other programs, including
MTA, children’s services and public education, and libraries. Budgeted baseliné and mandated funding is
$1.5 billion in flscal year 2018-19 and $1.5 billion in fiscal year 2019-20,

' ,General Fund Expenditures by Major Service Areg

San Francisco is a consolidated city and county, and budgets General Fund expenditures for both city and
county functions in seven major service areas as described in table A-13 below: -

TABLE A-13
CITY AND COUNTY OF SAN FRAI\‘ICISCO
-Expenditures by Major Service Area
" Fiscal Years 2015-16 through 2019-20
" {000s)
2015-16 2016-17 2017-18 2018-19 2019-20
Major Service Areas . Final Budget Final Budget Original Budget1 Original Budget Original Budget
Public Protection- * $1,223,981 $1,298,185 $1,331,196 $1,403,620 $1,453,652
Hufnan Welfare & Neighborhood Development 857,055 176,768 995,230 1,053,814 1,083,328
Community Health 787,554 970,679 884,393 * 943,631 893,763
General Administration & Finance T 286871 786,218 - 358 588 391,900 418,497
Culture & Recreation - 137,062 158,954 162,622 . 165,784 166,575 -
Genera) City Responsjbilities ' 186,068 349,368 152,390 183,159 © 188,171
Public Works, Transportaﬂon & Commerce T . 161,545 154,344 170,949 183,703 170,150
Total* : ' $3,640,137 43,894,456 $4,055,368 $4,325,611 $4374,137

*Total may notadd due to rounding
Flscal year 201718 Final Revised Budget will be avallable upon release ofthe fiscal year 2017-18 CAFR.

. Source: Office of the Controller, City and County of San Francisco,

Public Protection primarily includes the Police Department, the Fire Department and the Sheriff's Office.
These departments are budgeted to receive $485 million, $255 million and $193 million of General Fund
support respectively in fiscal year 2018-19 and $514 million, $265 million, and $193 million, respectively
in fiscal year 2019-20. Within Human Welfare & Neighborhood Development, the Department of Human
Services, which includes aid assistance and aid payments and City grant programs, is budgeted to
receive $272 million of General Fund support in the fiscal year2018-19 and $286 million in fiscal year.
2018-20.
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The. Pubhc Health Department is budgeted to receive $738 million in General Fund support for pubhc
health programs and the operation of San Francisco General Hospital and Laguna Honda Hospital i in fiscal
year 2018-19 and 5751 million in fiscal year2019-20.

For budgetary purposes, enterprise funds are chgaractérized as either sé!f—.supported funds or Génera!‘
Fund-supported funds. General Fund-supported funds include the Convention Facility Fund, the Cultural
and Recreation Film Fund, the Gas Tax Fund, the Golf Fund, the Grants Fund, the General Hospital Fund,
and the Laguna Honda Hospital Fund. The MTA is classified as a self-supported fund, although it receives
an annual general fund transfer equal to 80% of general fund parkmg tax receipts pursuant to the Charter.
This transfer is budgeted to be $68.4 million in both fiscal years 2017-18 and 2018-19.

Basehnes

The Charter requires funding for baselines and-other voter-mandated funding requirements. The chart
“below identifies the required and budgeted levels of funding for key baselines and mandates. Revenue-
. driven baselines are based on the projected aggregate City discretionary revenues, whereas expenditure-

driven baselines are typically a function of total spending. Tabie A-14 reflects fiscal year 2018-19 spending

requirements at the time the fiscal year 2018-13 and fiscal year 2015-20-budget was finally adopted.

[Remainder of Page /ﬁtent'ionally Léft Biank]
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TABLE A-14

With respect to Police Department staffing, the Charter mandates a police staffing baseline of not less

than 1,971 full-duty officers. The Charter-mandated baseline staffing level may be reduced in casés where
civilian hires result in the réturn of a full-duty officer to active police work. The Charter also provides that -

" the Mayor and Board of Supervisors may convert a position from a sworn officer to a civilian through the
. budget process. With respect to the Fire Department, the Administrative Code mandates baseline 24-hour

staffing of 42 firehouses, the Arson and Fire Investigation Unit, no fewer than four ambulances and four

CITY AND COUNTY OF SAN FRANCISCO

Baselines & Set-Asides
- Fiscal Year 2018-19

Staffing and Service-Driven
Police Minimum Staffing

{millions)
2018-19 2018-19 .
Baselines & Set-Asides Requir.ed Original '
Baseline " Budget

Municipal Transportation Agency (MTA)} C ‘
Municipal Railway Baseline S244.6 $244.6
Parking.and Traffic Baseline $91.7 : 591;7
Population Adjustment $50.9 $50.9
Children's Services $176.7 $182.2
Transitional Aged Youth 8212 ' -528.1

. Ubréry Preservation $836 $83.6
Recreation and Park Maintenance of Effort $73.2 S75.5
Dignity Fund B $47.1 $47.1
Street Treet Maintenance Fund $19.8 '$19.8
City Services Auditor ‘ $18.8 $18.8
Human Services Homeless Care Fund $17.6 S17.6
Public Education Enrichment Funding .
Unified School District $74.6 $74.6
Office of Early Care and Education $37.3 $37.3
Public Education Baseline Services $10.6 $10.6
Property Tax Related Set-Asjdes - o
Municipal Symphony ' 832 © 832
Children's Fund Set-Aside $101.7 $101.7
Library Preservation Set-Aside $63.6. $63.6
Open Space Set-Aside $63.6 - $63.6

Requirement met

Total Baseline Spending

$1,199.8

Source: Office of the Controller, City and County of San Francisco.

Rescue Captains (medical supervisors).
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EMPLOYMENT COSTS; POST-RETIREMENT OBLIGAT!ONS

The cost of salarfes and benefits for City employees represents slightly less than half of the City’s
expenditures, totaling $5.2 billion in the fiscal year 2018-19 Original Budget (all-funds); and $5.4 billion in
“the fiscal year 2019-20 Original Budget. Looking only at the General Fund, the combined salary and
benefits budget was $2.3 billion in the fiscal year 2017-18 Original Budget and $2.4 billion in the fiscal year
2018-19 Original Budget. This section discusses the organization of City workers into bargaining units, the
status of employment contracts, and City expenditures on employee-related costs including salaries,
wages, medical benefits, retirement benefits and the City’s retirementsystem, and post—retirement health

and medical benefits. Employees of SFUSD, SFCCD and the San Francisco Superior Court are not City
employees. .

Labor Relations

The City's budget for fiscal years 2018-19 and 2019-20 includes 31;220 and 31,579 budgeted end funded

City positions, respectively. City workers are represented by 37 different labor unions. The largest unions
in tha City are the Service Emnln\/nac |n+orn:+mn=1 Unien, local 1{\:71 ("QFIU"\ the International

OYCos

Federatlon of Professionaland Techmcal Engineers, Local 21 ’”lFPTE") and the unions representing police,
-fire, deputy sherjffs, and transit workers.

The wages, hours. and working conditions of City employees are determined by- collective bargaining
pursuant to State law (the Méyers-Milias-Brown Act, California Govérnment Code Sections 3500-3511)
and the City Charter. San Francisco is unusual among California’s cities and counties in that nearly all of
its employees, even managers, are represented by labor organizations. Further, the City Charter provides
a unique impasse resolution procedure. In most cities and counties, when labor organizations cannot
reach agreement on a new contract, there Is no mandatory procedure to settle the impasse. However, in

San Francisco, nearly all of the City's contracts advance to interest arbitration in the event the parties . -

cannot reach agreement. This process provides a.mandatory ruling by an impartial third-party arbitrator,
who will set the terms of the new agreement. Except for nurses and less than one-hundred unrepresented -
emplbyees,‘the Charter requires that bargaining impasses be resolved through final and binding interest
arbitration conducted by a tripartite mediation and arbitration panel. The award of the arbitration panel
is final and binding. Wages, hours and working conditions of nurses are not subject to interest arbitration
but are subject to Charter-mandated economic limits, Strikes by City employees are prohibited by the
Charter. Since 1976, no City employees have participated in a union-authorizedstrike.

The City's employee selection procedure.s are established and maintained through a civil service system.

In general, selection procedures and other merit system issues, with the exception of discipline, aré not

subject to arbitration. Disciplinary actions are generally subject to gnevance arbitration, with the
xception of police, fire and sher\fF’s employees.

In February 2017, the City negotiated two-year contract extensions (for fiscal years 2017-18 and 2018-19)
with most of its labor unjons. The parties agreed to a wage increase schedule of 3% on July 1, 2017 and
3% on July 1, 2018, with a provision to delay the fiscal year 2018-19 adjustment by six months if the City’s
deficit for fiscal year 2018-2019, as projected in the March 2018 Update to the Five Year Financial Plan,
exceeds $200 million (the March 2018 Update projected a $37.9 million deficit for fiscal year 2018-19).
MTA and TWU, along with unions representing MTA service critical employees, agreed to two-year
contract. extensions with the same wage provisions and term as those contracts covering City
employees. The agreement with supervising nurses expires in June 2019.
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In May 2018, the City negotiated three-year agreements (for fiscal years 2018-19 through 2020-21) with
the Police Officers’ Association (“POA”) and the Municipal Executives’ Association (“MEA”) — Palice
Chiefs. The POA contract was resolved through interest arbitration. The POA and MEA — Police contracts
included a wage schedule increase of 3% (July.1, 2018), 3% (duly 1, 2019), 2% (July 1, 2020), and 1%
{fanuary 1, 2021). The final two increases are subject to a six-month delay if the March 2020 Five-Year
Fmancral Plan update pro}ects a budget : deﬁmt of more than $200 million.

The City-also negotiated three—year agreements with the Firefighters Local 798 {“798”) and the MEA —
. Fire Chiefs in May 2018. The 798 contract was a mediated arbitration award. The 798 and MEA — Fire
contracts included a wage schedule increase of 3% {(July 1, 2018), 3% {July 1, 2019), and 3% (july 1,
2020).  The final increase is subject to a six-month delay if the March 2020 Five-Year Financial Plan
projects a budget deficit of more than $200 million,

Also, in May 2018, the City negotxated contract ex’censions with the Union of American Physicians and
Dentists (“UAPD”) and SEIU — H-1 Fire Rescue Paramedics. UAPD agreed to a one-year extension with a
wage increase of 3% on July 1, 2018. The H-1 Fire Rescue Paramedics agreed to a two-year extension thh -
a wage increase schedule of 3% (July 1, 2018) and 3% (July 1,2019).

Except for the safety unions, the City will negotiate new contracts with all unions in the Spring of 2019.
The MTA will dlso negotiate new contracts at that time. The MTA is responsible for negotiating contracts
" for the transit operators and employees in service-critical bargaining units pursuant to Charter Section
8A.104, These contracts are subject to approval by the MTA Board. Table A-15 shows the membershlp of
each operating employee bargaining unit and the date the current labor contract explres

[Remainder of Page Intgn.tionally Left Blank]’
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TABLE A-15

CITY AND COUNTY OF SAN FRANCISCO (All Funds]
' Employee Organizations as of July 1, 2018

City Budgeted _Expiration

Qrganization Positions’ Date of MOU
Auto Machinist, Lodge 1414 495 *30-Jun-19
BrickLayers, Local 3 / Hod Carriers, Local 36 10 30-Jun-19
Building Inspectors Assoclation 93 30-Jun-19
CAIR/CIR {Interns & Residents) .0 30-un21
Carpenters, Local 22 114 30-Jun-19
Carpet, Linoleum & Soft Tile . 3 30-lun-19
Cement Masons, Local 300 45 30-Jun-19
Electrical Workers, Local 6 * : 949 30-Jun-18
Firefighters, Local 798 ' 1,887 30-Jun-21
Glazlers, Local 718+ 13 30-Jun-19
Hod Carriers, Local 36 8 30-Jun-19
fron Workers, Local 377 . 15 ' _ 30-Jun-19
Laborers, Local 261 : 1,141 30-Jun-19
Municipal Attorneys Assodiation : . 470 30-jun-19
Municipal Exec Assoc-Fire 9 30-Jun21
Municipal Exec Assoc-Misc . 1,390 30-jun-19
Municlpal Exec Assoc - Police - 16 30-jun-21
Operating Engineers, Local 3 65 30-lun-19
’ Physician/Dentists, UAPD 204 30-Jun-19
" Pile Drivers, Local 34 ; 37 * 30-Jun-19
Plasterers & Shphnds, Local 66 0 30-jun-19
Plumbers, Local 38 - ) 350 30-Jun-19
' Police Officers Association . . 2,584 30-Jun-21
Prof & Tech Eng, Local 21 : 8254 30-Jun-19
Roofers, Local 40 : 13 30-Jun1s’
SEJU 1021, H-1 Paramedics . 1 © 30-dun-20
SEIU 1021, Misc, 42,547 30-jun-19
SEIU 1021, Staff & Per Diem RNs 1,720 30-jun-19
SF City Workers United - 133 30-Jun-19
SF Deputy Sheriffs Assn : 819 30-lun-19
SF Probation Off Assoc . . . 153 . 30-un-18
S}é Sheriff's Managers and Supv 108 30-Jun-1%
SFDA Investigators Assn ’ . 45 " 30-un-19
SFIPOA, Op Eng, Llocal 3 1 30-Jun-19
Sheet Metal Workers, Local 104 41 30-Jun-19
- Statfonary Engineers, Local 39 : 694 30-Jun-19
Sup Probation Ofcr, Op Eng 3 . 32: 30-Jun-19:
Teamsters, Local B53 174 30-Jun-19
Teamsters, Local B56 Muiti-Unit 111 30-Jun-19
Teamsters, Local 856 Spv Nurses _ 127 30-lun-18
Theatrical Stage Emp, Local 16 27 30-4un-19
TWU Local 200 : 374 30-bun-18
TWU Local 250-A, AutoServWrkr ' ’ 141 30-fun-19
TWU Lotal 250-A; Misc L) 30-Jun-19
TWU-Local 250-A, TranFarelnsp : 50 ,30-un-18 .
TWU Local 250-A, TransitOpr - - 2,615 30-Jun-19
Unre;ﬁresented Employees . 89 30-Jun-19
36,276 2

* gudgeted positions do not include SFUSD, SFCCD, or Superior Court Persannel.
Budgeted positions include authorized positions that are not currently funded.
Source: Department of Human Resources - Employee Relations Division, City and County of San Frandisce,
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'San Francisco City and County Employees’ Retirement System (“SFERS” or “Retirement System”)
History and Administration

SFERS is charged with administering a defined-benefit pension plan that covers substantially all City
* employees and certain other employees. The Retirement System was initially established by approval of

City.voters on November 2, 1920 and the State Legislature on January 12, 1921 and is currently codified
in the City Charter. The Charter provisions governing the Retirement System may be revised only by a

Charter amendment, which requires an affirmative pubhc vote at a duly called electlon

The Retirement System is administered by the Retirement Board consisting of seven members, three
appointed by the Mayor, three elected from among the members of the Retirement System, at least

two of whom must be actively employed, and a member of the Board of Supervisors appointed by the
President of the Board of Supervisors.

The Retirement Board appoints an Executive Director and an Actuary to aid in the administration of the
Retirement System. The Fxecutive Director serves -as chief executive officer of SFERS. The Actuary’s
responsibilities include advising the Retirement Board on actuarial matters and monitoring of actuarial
“service providers. The Retirement Board retains an independent consulting actuarial firm to prepare the
annual valuation reports and- other analyses.-The independent consulting actuarial firm is currently

Cheiron, Inc., a natxonally recognized firm selected by the Retirement Board pursuant to a compethe
process. :

In 2014, the Retirement System filed an application with the Internal Revenue Service (“IRS”) for a
Determination Letter. In July. 2014, the IRS issued a favorable Deterimination Letter for SFERS. Issuance
of a Determination Letter constitutes a finding by the IRS that operation of the defined benefit plan in
accordance with the plan provisions and documents disclosed in the application qualifies the plan for
federal tax-exempt status. A tax qualified plan also provides tax advantages to the City and to menibers
of the Retirement Systemn. The favorable Determination Letter included IRS review of all SFERS provisions,
including the provisions of Proposition C approved by the City voters in November 2011. This 2014
Determination Letter has no operative expiration date’ pursuant to Revenue Procedure 2016-37. The IRS
does not intend to issue new determination letters except under specialexceptions.

I\/Iembership

Retirement System members mclude eligible employees of‘che City, SFUSD, SFCCD, and the San Francisco
Trial Courts.

The Retirement System estimates that the total active membersﬁip as of July 1, 2017 is 41,867, compared
to 40,051 at luly 1, 2016. Active membership at July 1, 2017 includes 7,381 terminated vested members
and 1,039 reciprocal members. Terminated vested members are former employees who have vested
rights in future benefits from, SFERS. Reciprocal members are individuals who have established
membership in a reciprocal pension plan such as CalPERS and may be eligible %o receive a reciprocal
pension from the. Retirement System in the future. Monthly retirement allowances are paid to -
approximately 29,127 retired members and beneficiaries. Benefit recipjents include retired members,
vested members receiving a vesting allowance, and qualifiedsurvivors,

Table A-16 shows total Retirement System participation (City, SFUSD, SFCCD, and San Francisco Trial -
Courts) as of the five most recent actuarial valuation dates, July 1, 2013 through July 1, 2017.
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TABLE A-16

City and County of San Francisco
Employees' Retirement System
July 1, 2013 through July 1, 2017

As of Active Vested. Reciprocal  Total Retirees/ Active to
July 1st Members Members Members Non-retired Continuants Retiree Ratio
2013 : 28,717 4,933 1,040 34,690 26,034 1.103
2014 28,516 5,409 1,032 35,957 26,852 1.098
2015 .30,837 5,960 1,024 37,821 27,485 1122
2016 32,406 6,617 1,028 40,051 - 28,286 1.146
2017 33,447 7,381 1,038 41,867 28,127 1.148
Sources: SFERS' annual Actuarial Valuation Reportdated July 1st.

See http://mysfers,org/resources/publications/sfers-actuarial-valuations/. The information therein is not
incorporated by reference in this Official Statement.

Notes: Member coupts exclude DROP participants.
Member counts are for the entire Retirement System and Include non-City employees.

Funding Practices

Employer and employee {member) contributions are mandated by the Charter. Sponsoring employers
are required to contribute 100% of the actuarially determined contribution approved by the Retirement’
Board. The Charter specifies that employer contributions consist of the normal cost {the present value of
the benefits that SFERS expects to become payable in the future attributable to a current year's
employment) plus an amortization of the unfunded-liability over a period not to exceed 20 years. The
Retirement Board sets the funding policy subject'to the Charter requirements. o

The Retirement Board adopts the economic and demographic assumptions used in the annlal valuations.
Demographic assumptions such as retirement, termination and disability rates are based upon periodic
demographic studies performed by the consulting actuarial firm approximately every five years. Economic
assumptions are reviewed each year by the Retirement Board after receiving an economic experience
analysis from the consulting actuarial firm.

At the November 2018 Retirement Board meeting, the Board voted to lower the assumed lohg-term
investment earnings .assumption from 7.50% to 7.40%, maintain the long-term wage inflation
assumption at 3.50%, and lower the long-term consumer price inflation assumption from 3.00% to
2.75%. These economic assumptions will be in effect for the July 1; 2018 actuarial valuation. The Board
had previously lowered the long-term wage inflation assumption from 3.75% to 3.50% at its November
2017 meeting effective for the July 1, 2017 actuarial valuation. In Noveémber 2015. the Board voted to
update demographic assumptions, including mortality, after review of a new demographic assumptions
study by the consulting actuarial firm. .

While employee contribution rates are mandated by the Charter, sources of payment of employee
contributions (i.e. City or employee) may be the subject of collective bargaining agreements with each
union or bargaining unit. Since July 1, 2011, substantially all employee groups have agreed through
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collective bargaining for employees to contribute all employee contributions through pre-tax payrbll
deductions. . '

Prospective purchasers of the City’s debt obligations should carefully review and assess the assumptions
regarding the performance of the Retirement System. Audited financials and actuarial reports may be

found on the Retirement System’s website, mysfers.org, under Publications. The information on such
" website is not incorporated herein by reference. There is a risk that actual results will differ significantly
from assumptions. [n addition, prospective purchasers of the City's debt obligations are cautioned that
the information and assumptions speak_ only as of the respective dates contained in the underlying
source documents and are therefore subject to change.

Employer Contribution History and Annual Valuations . ‘

Fiscal year 2015-16 total City employer contributions were $496.3 million which included $215.2 million
from the General Fund. Fiscal year 2016-17 total City employer contributions were $519.1 million which
included $230.1 million from -the -General Fund. For fiscal year 2017-18, total City employer
contributions to the Retirerment System are budgeted at $568.7 millién which includes $265.8 million
from the General Fund. These budgeted amounts are based upon the fiscal year 2017-18 employeér
contribution rate of 23.46% (estimated to be 20.1% after taking into account the 2011 Proposition C
cost-sharing provisions). The fiscal year 2018-19 employer contribution rate is 23.31% (estimated to be
19.8% after cost-sharing). The slight decrease in employer contribution rate from 23.46% to 23.31%.
reflects investment returns bhetter than assumed and the reduction in wage inflation from 3.75% to
3.50% offset by a new Supplemental COLA effective July 1, 2017 and the continued phase-in of the 2015
assumption changes approved by the Retirement Board. As discussed under “City Budget — Five Year
Financial Plan” increases in retirement costs are projected in the City's Five Year Financial Plan.

Table A-17 shows total Retirement System liabilities, assets and percent funded for the last five actuarial
valuations as well as contributions for the fiscal years 2012-13 through 2016-17. Information is shown for
‘all employers in the Retirement System (City, SFUSD, SFCCD and San Frangisco Trial Courts). “Actuarial
Liability” reflects the actuarial accrued liability of the Retirement System measured for purposes of
determining the funding contribution. “Market Value of Assets” reflects the fair market value of assets
held in trust for payment of pension benefits. “Actuarial Value of Assets” refers to the plan assets with
investment returns different than expected smoothed over five years to provide a more stable
contribution rate. The “Market Percent Funded” column is determined by dividing the market value of
assets by the actuarial accrued liability. The “Actuarial Percent Funded” column is determined by dividing
the actuarial value of assets by the actuarial accrued liability. “Employee and Employer Contributions”
reflects the total of mahdated employee contributions and employer contributions received by the
Retirement System in the fiscal year ended June 30" prior to the July 1*valuationdate.

[Remainder of Page Intentionally Left Blank]
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TABLE A-17

City and County of San Francisco
Employees' Retirement System
Fiscal Years 2012-13 through 2016-17

(o00s)
Employee & Employer
. Market Actuarial Employer Contribution

As of Actuarial Market Value  Actuarial Value Percent Percent Contributions Rates®
July 1st | Uability of Assets of Assets Funded . Funded in prior FY in prior FY
2013 $20,224,777 $17,011,545 $16,303,397 .  B4.1% 80.6% $701,596 20.71%
2014 21,122,567 19,520,607 18,012,088 94:3 '85.3 821,902 24.82
2015 22,970,882 . 20,428,069 19,653,339 835 85.6 854,325 26.76
2016 24,403,882 © 20,154,503 20,654,703 82.6 84.6 849,563 22.80

2017 25,706,090 . 22,410,350 22,185,244 87.2 863 868,653 21.40

1 Employer contribution rates for flscal years 2017-18 and 2018-19 3re 23.46% and 23.31%, respectively.

Sources:  SFERS' audited year-end flnancial statements and required supplemental Information.

SFERS' annual Actuartal Valuation Report dated July 1st .

See http://mysfers.org/resources/publlcations/ The information on such website is ﬁotincorpurated 'herei ﬁg by reference.
Note: Information above reflects entire Retirement System, not just the Clty and County of San Francisce.

As shown in the table above as of July 2017, the Market Percent Funded ratio is higher than the Actuarial
Percent Funded ratio in 2017. The Actuarial Percent Funded ratio does not yet fully reflect the net asset
‘gains from the last five fiscal years. :

The actuarial-accrued liability is measured by an independent consulting actuary in accordance with
Actuarial Standards of Practice. In addition, an actuarial audit is conducted every five years in accordance
with Retirement Board policy. ‘

Governmental Accounting Standards Board (“GASB”) Disclosures

The Retirement System discloses accounting and financial reporting information under GASB Statement . .
‘No. 67, Financial Reporting for Pension Plans. This statement was first implemented by the Retirement
Systemn in fiscal year 2013-14. The 'City discloses accounting and financial information about the
Retirement System under GASB Statement No. 68, Accounting and Financial Reporting for Pensjons. This
accounting statement was first effective in fiscal year 2014-15. These accounting statements separated
financial reporting from funding and required additional disclosures in the notes to the financial
- statements and required supplemental information. In general, the City’s funding of its pension
obligations are not affected by the GASB 68 changes to the reporting of the City’s pension liability.
Funding requirements are specified in the City Charter and are described in “Funding Practices” above.

Total Pension Liability reported under GASB Statements No. 67 and 68 differs from the Actuarial Liability
calculated for funding purposes in several ways, including the following differences. First, Total Pension
Liahility measured at fiscal year-end is a roll-forward of liabilities calculated at the beginning of the year.
and is based upon a beginning of year census adjusted for significant events that occurred during the year.
Second, Total Pension Liability is based upon a discount rate determined by a blend of the assumed
investment return, to the extent the fiduciary net position is available to make payments, and a municipal
bond rate, to the extent that the fiduciary net position is unavailable to make payments. Differences
between the discount rate and assumed investment return have been small, ranging from zero to six basis
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points at the last five fiscal year—ends The third distinct dxﬁerence is that Total Pension Lia blhty includes
a provision for Supplemental COLAS that may be granted in the future, while Actuarial Liahility forfundmg

purposes includes only Sy pplementa[ COLAS that have been already been granted

- Table A-17A below shows for the five most recent 'ﬁscal years the collective Total Pension Liability, Plan-
Fiduciary Net Position {market value of assets), and Net Pension Liability for all employers who sponsor
the Retirement System. The City’s audited financial statements disclose only its own proportionate

share of the Net Pension Liability and other requxred GASB 68 disclosures.

TABLE A-1 7A
City and County of San Francisco
Employees’ Retirement System
GASB 67/68 Disclosures
Fiscal Years 2012-13 through 2016-17 °
{000s) ) . .
Collective . : ' ‘PlanNet Collective Net  City and County's
‘As of “Total Pension  Discount Plan Fiduciary  Position as " Pension Proportionate
Juneé30th’  Liability (TPL) Rate " Net Position % of TPL Liability (NPL) - Share of NPL
2013 $20,785,417 752 % $17,011,545 81.8 %  $3,773,872 $3,552,075
2014 21,691,042 7.58 19,520,607 91.8 : 1,770,435 1,660,365
2015 22,724,102 7.46 - 20,428,069 899 2,296,033 2,156,049
2016 25,967,281 7.50 20,154,503 77.6 5,812,778 5,476,653
2017 27,403,715 7.50 22,410,350 81.8 4,993,365 | 4,697,131
Sources: " SFERS fiscal year-end GASB 67/68 Reports as of Jupe 30, 2013, 2014, 2015, 2016 and 2017.
. Notes: CoHec’u've amounts include all empl oyees {City and County, SFUSD, SFCCD, Superior Courts)

The fiscal year 2017 decline in the City’s net pension lablhty is due to investment return during the ﬁscal

year that exceeded the assumed 7.50%.

[Remuainder of Pbge Intentionally Left Blank]
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Asset Management

The assets of the Retirement System, (the “Fund”) are mvested in a broadly diversified manner across the
institutional global capital markets. Inadditionto U.S. equities and fixed income securities, the Fund holds
internationa) equities, global'sovereign and corporate debt, global public and private real estate and an
array of alternative investments including private equity and venture capital limited partnerships. For a
breakdown of the asset allocation as of June 30, 2017, see the City’s CAFR. .

Annualized investmen{ returns (net of fees and expenses) for the Retirement Systemﬁ for the five years
ending June 30, 2017 were 9.98%. For the fen-year and twenty-year penods ending June 30, 2017
" annualized investment returns were 5.40% and 7.46% respectively.

The investments, their allocation transactions and proxy votes are regularly reviewed hy the Retirement
Board and monitored by an internal staff of investment professionals who in turn are advised by external
consultants who are specialists in the areas of investments detailed above. A description of the
Retirement System’s investment policy, @ description of asset allocation targets and current investments,
and the Annual Report of the Retirement Systemn are available upon request from the Retirement System
by writing to the San Francisco Retirement System, 1145 Market Street, 5 Floor, San Francisco, California
94103, or by calling (415) 487-7020. Certain documents are available at the Retirement System website
- at Www.mysfers.org. These documents are not incorporated herein byreference.

2011 Voter Approved Changes to the Retirement Plan

The levels of SFERS plan benefits are established under the Charter and approved dlrectly by the voters, -
'rather than through the collective bargaining process. Changes to retirement benefits require a voter-
approved Charter amendment. As detailed below, the most recent changes to SFERS plan benefits have
" been intended to reduce pension costs associated with future City employees.

Voters of San Francisco approved Proposition C in November 2011 which provided the following:

1. New SFERS benefit plans for Miscellaneous and Safety employees commencing employment on or
4 after January 7, 2012, which raise the minimum service retirement age for Miscellaneous members
from 50 to 53;.limit covered compensation to 85% of the IRC §401(a)(17) limits for Miscellaneous
members and 75% of the IRC §401(a}(17) limits for Safety members; calculate final compensation
uSing highest three-year average compensation; and decrease vesting allowances for Miscellaneous
members by lowering the City’s funding fora-portion ofthe vestmgallowance from 100% to SO%,

2. Employees commencmg employment on or after January 7, 2012 otherwise ellglble for membershxp -

in CaIPERS may become members of SFERS;

3, Cost—sharmg provmons which increase or decrease empleyee contributions to SFERS on and after
July 1, 2012 for certain SFERS members. based on the employer contribution rate set by the .
Retirement Board for that year. For example, Miscellaneous employees hired on or after November
2, 1976 pay a Charter-mandated employee contribution rate of 7.5% before- COst- -sharing, However,
after cost-sharing those who earn between $50,000 and $100,000 per year.pay a fluctuating rate in
the range of 3.5% to 11.5 and those who earn SlOO 000 or mote per year pay a fluctuating rate in

the range of 2.5% to 12.5%. Slmxlarﬂuctuatmg employee contributions are also requlred from Safety
employees; and
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- 4. Effective July 1, 2012, no Supplemental COLA will be paid unless SFERS is fully fundéd on a market
value of assets basis and, for employees hired on or after January 7, 2012, Supplemental COLA
benefits will not be permanent adjustments to retirement benefits - in any year when a
Supplemental COLA is not paid, all previously paid Supplemental COLAs willexpire. '

A retiree organization has brbught a legal action against the requirement in Proposition C that SFERS be
fully funded in order to pay the Supplemental COLA. In that case, Protect our Benefits (POB) v. City of San
Francisco (1st DCA Case No. A140095), the Court of Appeals held that changes to the Supplemental COLA
adopted by the voters in November 2011 under Proposition C could not be applied to current City
employees and those who retired after November 1996 when the Supplemental COLA provisions were-
originally adopted, but could be applied to SFERS members who retired before November 1996. This
decision is now final and its'implementation increased the July 1, 2016 unfunded actuarial Hiability by
~S429 3 million for Supplemental COLAs granted retroactive to July 1, 2013 and July 1, 2014,

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

in August 2012 Governor Brown signed the Public Employee Pension Reform Act of 2012 (“PEPRA”).

Current plan provisions of SFERS are not subject to PEPRA although future amendments may be subject
to these reforms.

Recent Changes in the Economic Environment and the Impact on the Retirement System

As of June 30, 2017, the audited market value of Retirement System assets was $22.4 billion. As of
December 31, 2018, the unaudited market value of SFERS' portfolio was $24.1 billion. These values
represent, as of the date specified, the estimated value of the Retirement System’s. portfolio if it were
liquidated on that date. The Retirement System cannot be certain of the value of certain of, its portfolio
assets and, accordingly, the market value of the portfolio could be more or less. Moreover, appraisals
for classes of assets that are not publicly traded are based on estimates which typically jag changes in
actual market value by three to six months. Representations of market valuations are audited at each
fiscal year end as part of the annual audit of the Retirement System’s financial statements.

The Retirement System investment portfolio is structured for leng-term performance. The Retirement
System continually reviews investment and asset allocation policies as part of its regular operations and
continues to rely ori an investment policy which is consistent with the principles of diversification and the
search for long-term value. MarKket fluctuations are an expected investment risk for any long-term
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strategy. Significant market ﬂuctuetlons are expected 1o have significant impact on the value of the.
Retirement System investment portfolio.

A decline in the value of SFERS Trust assets over time, without a commensurafe decline in the pension
liabilities, will result in an increase in the contribution rate for the City. No assurance can be provided by
the City that contiibution rates will not increase in the future, and that the impact of such increases will
not have a material impact on City finances: :

Other EMplo yee Retirement Benefits

As noted above, various City employees are members of CalPERS, an agent multiple-employer public
employee defined benefit plan for safety members and a cost-sharing multiple-employer plan for
miscellanecus members, The City makes certain payments to CalPERS in respect ‘of such members, at
. rates determined by the CalPERS board. Such payment from the General Fund equaled $19.2 million in
~ fiscal year 2012-13 and $20.0 million in fiscal year 2013- 14. For fiscal year 2014-15, the City prepaid its
annual CalPERS obligation at a level of $25.2 million. Further discussion of the City’s €alPERS plan
_obligations is summarized In Note 9 to the City’s CAFR, as of june 30, 2017. A discussion of other post-
employment benefits, including retiree medical benefits, is provided below under "Medtcal Benefits —
Post—Employment Health Care.Benefits and GASB 45.” :

Medlcal Bene‘ﬁts
Administration through San Francisco Health Service System; Audited System Financial Statements

Medical and COBRA benefits for eligible active City employees and eligible dependents, for retired City
employees and eligible dependents, and for surviving spouses and domestic_partners of covered City
employees {the “City Beneficiaries”) are administered by the San Francisco Health Service System (the
“San Francisco Health Service System” or “SFHSS”) pursuant to City Charter Sections 12.200 et seq. and -
AB.420 et seq. Pursuant to such Charter Sections, the San Francisco Health Service System also
administers medical benefits to active and retired employees of SFUSD, SFCCD and the San Francisco
Superior Court (collectlvely the “System’s Other Beneficiaries”). However, the City is' not required to
fund medical benefits for the System’s Other Beneficiaries and therefore this section focuses on the
fu nding by the City of medical and dental benefits for City Beneficiaries. A

" The San Francisco Health Service System is overseen by the City’s Health Service Board (the “Health
Service Board”). The seven member Health Service Board is composed of members including a seated
member of the City’s Board of Supervisors, appointed by the.Board President; an individual who regularly
consults in the health care field, appointed by the Mayor; a doctor of medicine, appointed by the Mayor;

_amember nominated by the Controller and approved by the Health Service Board, and three members of
. the San francisco Health Service System, active or retired, elected from among their members. The plans

(the “SFHSS Medical Plans”) for providing medical care to the City Beneficiaries and the System’s Other

Beneficiaries (collectively, the “SFHSS Beneficiaries”) are determined annually by the Health Service Board

and approved by the Board of Supervisors pursuant to Charter SectionA8.422.

The San Fra_ncisco Health Service System oversees a trust fund (the “Health Service Trust Fund”) -
established pursuant to Charter Sections 12.203 and A8.428 through which medical benefits for the SFHSS
Beneficiaries are funded. The San Francisco Health Service Systern issues annually a publicly available,
independently audited financial report that includes financial statéements for the Health Service Trust
Fund. This report may be obtained on the SFHSS website or by writing to the San Francisco Health Service



Systém, 1145 Market Street, Third Floor, San Francisco, California 94103, or by calling (415) 554-1727,
Audited annual financial statements for several years are also posted on the SFHSS website. The
information available on such website is not incorporated in this Official Statement by reference.

" As presently structured under the City Charter, the Health Service Trust Fund is not a fund through which
assets are accumulated to finance post-employment healthcare benefits (an “Other Post-Employment
Benefits Trust Fund”). Thus, the Health Service Trust Fund is not currently affected by GASB Statement
Number 45, Financial Reporting for Postemployment Benefit Plans Other Than Pensions (“GASB 45”), or
GASB Statement Number 75, Accounting and Financial Reportmg for Postemployment Benefits Other
than Pensions, which apphes to OPEB trust funds.

Determination of Employer and Employee Contributions for Medical Benefits

According to the City Charter Section A8.428, the City’s contribution towards SFHSS Medical Plans for
active employees and retirees is determined by the results ofa survey annually of the amount of premium
contributions provided byithe 10 most populous counties in California (other than the City). The survey is
commonly called the 10-County Average Survey and is used to determine “the average contribution made
by each such County toward the providing of health care plans, exclusive of dental or optical care, for each
employee of such County.” Under City Charter Section A8.428, the City is required to contribute to the
Health Service Trust Fund an amount equal to such “average contribution” for each City Beneficiary.

In the Memoranda of Understandings negotiated through collective bargaining in June 2014, the 10-
County Average was efiminated in the calculation of premitims for active employees represented by most
unions and exchanged for a percentage-based employee premium contribution. The long-term impact of
the premijum contribution .mode} is anticipated to be a reduction in the relative proportion of the
projected increases in the City’s contributions for' healthcare, stahilization of the medical. plan
rembership and maintenance of competition among plans. The contribution amounts are'paid by the
City into the Health Service Trust Fund, The 10-County Average is still used as a basis for calculating all
retiree premiums. To the extent annual medical premiums exceed the contributions made by the City as
required by the Charter and union agreements, such ‘excess must be paid by SFHSS Beneficiaries or, if
elected by the Health Service Board, from net assets also held in the Health Service Trust Fund. Medical
benefits for City Beneficiaries who are retired or otherwise not employed by the City (e.g., surviving
spouses and surviving domestic partners of City retirees) (“Nonemployee City Beneficiaries”) are funded
through contributions from such Nonemployee City Beneficiaries and the City as determined pursuant to
Charter Section A8.428. The San Francisco Health Service System medical benefit eligibility requirements
for Nonemployee City Beneﬁcxanes are described below under “— Post—Emp/oyment Health Care Benefits
and GASB 45

Contributions relating to Nonemployee City Beneficiaries are also based on the negotiated methodologies
found in most of the union agreements and, when applicable, the City contribution of the “10-County
average contribution” corresponding to such Nonemployee City Beneficiaries as descnbed in Charter
Section A8.423 along with the following:

Monthly contnbutnons‘ from Nonemployee City Beneficiaries in amounts equal to the monthly
contributions required from active employees excluding health coverage or subsidies for health coverage
paid for active employees as a result of collective bargaining. However, such monthly contributions from
Nonemployee City Beneficiaries covered under Medicare are reduced by an amount equal to the amount
contributed monthly by such persons to Medicare. [n addition to the 10-County Average contribution,
the City contributes additional amountsin respect of the Nonemployee City Beneficiaries sufficient to
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defray the difference in cost to the San Francisco Health Service System in providing the same health
coverage to Nonemployee City Beneficiaries as is provided for active employee City Beneficiaries,
eXcluding health coverage or subsidies for health coverage paid for active employees as a result of
collective bargaining. ' '

After application of the calculations described above, the City contributes 50% of monthly contnbutlons
required for the first dependent

[Remainder of Page Intentionally LeftBlank]
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City Contribution for Retirees

The City contributes the full employer contribution amount for medical coverage for eligible retirees
who were hired on.or before Jariuary 9, 2009. For retirees who were hired on or after January 10, 2009,
there are five coverage / employer contribution classifications based on certain criteria outlined in the
table below. In 2019, the provision for retirees who have at least.10 but less than 15 years of Credited
Service with the Employers will apply for the first time. '

Retiree Medical Coverage / Employer Contribution for Those Hired On or After January 10, 2009

Years of Credited Service at Retirement . " |Percentage of Employer Contribution Established in
: Charter Section A8.428 Subsection (b)(3)

Less than 5 year of Credited Service with the
Employers (except for the surviving spouses or
surviving domestic partners of active employees
who died in the line of duty)

No Retiree Medical Benefits Coverage

IAt least 5 but less than 10 years of Credited Service
"\with the Employers; or greater than 10 yéars of
Credited Service with the Employers but not eligible
to recelve benefits under Subsections (a)(4), (b)(5)
(A8.428 Subsection (b){(6)) - :

0% - Access to Retiree Medical Benefits Coverage.
Including Access to Dependent Coverage

“JAt least 10 but léss than 15 years of Credited

Service with the Employers (AB.428 Subsection o 50%
(b){5))

At least 15 but less than 20 years pf Credited

Service with the Employers.(AB.428 Subsection ) . 75%
(b)(5)) ' : ' '

At least 20 years of Credited Service with the
Employer; Retired Persons who retired for” :

disability; surviving spouses or surviving domestic . t100%
nartners of active employees who died in the line off . '
duty (AB.428 Subsection {h}{4))

Heafth Care Reform

The following discussion is based on the current status of the Patient.Protection and Affordable Care Act
* (the “ACA”). Many attempts have been made to completely repeal the ACA, however full repeal has been
unsuccessful thus far, Two pieces of legislation, passed by Congress in December 2017 and January 2018,
respectively, have amended and repealed some of the fiscal requirements of thelaw.

In December 2017, Congress passed the Tax Cuts and Jobs Act (the “ACT”), The ACT eliminated the ACA’s
individual mandate penalty effective beginning aftér December 31, 2018. This does not end the mandate,

rather eliminates the tax penalty for violating the mandate. The ACA mandate that requires employers,
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with 50 or more full-time employees, to offer full-time workers ACA-compliant health coverage is still in -
place. Eligibility for health benefits is offered to employees who are employed, on average, at least 20
hours of service per week. In addition, the employer reporting obligations under the ACA remains
unchanged. In January 2018, approximately 50,000 1095 forms were distributed to SFHSS members
documenting compliance to this mandate.

The potential impact with the repeal of the individual mandate may: 1) increase uncompensated care
costs, which is generally passed onto plan sponsors, employers and other payers, 2) destabilize the
individual market leading to more employees and dependents electing high cost, limit duration COBRA
benefits instead of buying coverage elsewhere, and 3) limit the opportunity for plan sponsors/employers
to leverage the healthcare marketplace as a coverage vehicle for groups such as part-time employees or
pre-65 retirees. In addition, the overall cost of health care may increase as a result of changes in risk
pools due to the young, heathy population not electing coverage.

On January 22, 2018 Congress approved the delay of three ACA taxes that impact SFHSS rates for medical
coverage. The taxes are:

 Excise Tax on High-cost Employer-sponsored HeaithPlans
" The Excise Tax on High-cost Employer-sponsored Health Plans {Cadillac Tax) is a 40% excise tax on
high-cost coverage health plans. Implementation of the tax has been delayed twice and is now
effective in 2022, SFHSS continues to evaluate the future impact of the cost of medical-benefits for
all coverage tiers and it is expected that the plans for pre-65 retirees will trigger the tax first.

» Health Insurance Tax (“HIT”)
The ACA also imposed a tax on health insurance providers, which was passed on to employer
sponsored fully-insured plans in the form of higher-premiums. A moratorium on this tax was in place

for 2017, and the spendmg bill passed by Congress in January 2018 includes another moratorium for
2018,

s Medical Device ExmseTax '

The ACA’s medical device excise tax imposes a 2.3 percent tax on sales of medical devxces (except
certain devices sold at retail). Implementation of the tax is delayed until 2020.

The Patient Centered Outcomes Research Institute (“PCO"R!”)'fee is a provision of the Affordable Care Act and
sunsets after the 2018 plan year. Beginning in 2013, the PCORI Fee was assessed at the rate of $2.00 per -
enrollee per year to all participants in the Self-lnsured medical-only plan. The 2018 plan year PCORI fee
is-52.39 per enrollee per year and was factored into the calculation of medical premium rates and

premium equivalents for the 2018 plan year. The final payment for the PCOR! fee, due in July 2019, will
be approximately $6,000. .

‘State Legislation

" Beginning in 2019, the California Managed Care Organization (MCO) Tax will apply to all managed care -
plans which include the City’s Blue Shield plans. The MCO tax was enacted by California Senate Bill X2-2
(Hernandez, Chapter 2. Statues 2016) effective for the taxing period spanning July 1, 2016 through June
30, 2019, The average fee is $1.30 per covered life per month for January 2019 until its sunsets and in 2019 the
obligation is expected to be approximately $0.6 million for the City and County of San Francisco.
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Local Elections:

Proposition B (2008) Changing Quahf/catlon for Retiree Health and Pens:on Benefits and Establ/sh/ng a
Retiree Health Care Trust Fund
. . \ .

On June 3, 2008, the San Francisco voters approved Proposition B, a charter amendment that changed
the way the City and current and future employees share in funding SFERS pension and health benefits,
With regard to health benefits, elected officials and employees hired on or before January 9, 2009,
contribute up to 2% of pre-tax compensation toward their retiree health care, and the City contributes
up to 1%. The impact of Proposition B on standard retirements occurred in2014,

Proposition C (2011) City Pension and Health Care Benefit

As mentioned above, on November 8, 2011, the San Francisco voters approved Proposition C, a charter
amendment that made additional changes to the way the City and current and future employees share
in funding SFERS pension and health benefits. The Proposition limits the 50% coverage for dependents
to employees who left the workforces (without retiring) prior to 2001 In addition, the Proposition
requires employees hired-on or before Januafy 9, 2009 to contribute 0.25% of compensation into the
Retiree Health Care Trust Fund beginning July 1, 2016. The contribution requirement increased to 0.50%
effective luly 1, 2017, 0.75% effective July 1, 2018 and will cap out at 1.00% on July 1, 2018. The San
Francisco Health Service System is in compliance with Proposition C.

Employer Contributions for San Francisco Health Service System Benefits

For fiscal year 2017-18, based on the most recent audited financial statements, the San Francisco Health
Service System received approximately $758.8 ‘million from participating employers for San Francisco
Health Service System benefit costs. Of this total, the City contributed approximately $642.5 million;
approximately $178.5 million of this $642.5 million amount was for health care bénefits for approximately
21,970 retired City employees and their eligible dependents and approximately $464.0 million was for
benefits for approximately 32,597 active City employees and their eligibledependents.

The 2019 aggregate cost of benefits offered by SFHSS to the City increased by 2.47%. This increase is due
to several factors including aggressive contracting by SFHSS that maintains competition among the City’s
vendors, implementing Accountable Care Organizations that reduced utilization and increased use of
generic prescription rates and changing the City’s Blue Shield plan from a fully-funded to a flex-funded
prod‘uc't and implementing a narrow network. Flex-funding allows lower premiums to be set by the City’s
actuarial consultant, Aon, without the typical margins added by Blue Shield; however, more.risk is
assumed by the City and reserves are required to protect against this risk, In 2019, the initial estimated
aggregate cost of benefits offered by SFHSS to the City, before any negotlatlons with the plans, show an
increase of 7.4%,

Post-Employment Health Care Benefits

Eligibility of former City employees for retiree health care benefits is governed by the Charter. In general,
employees hired before January 10, 2009 and a spouse or dependent are pofentially eligible for health
benefits following retirement at age 50 and completion of five years of City service. Propositipn B, passed
by San Francisco voters on June 3, 2008, tighteﬁed post-retirement health benefit eligibility rules for
employees hired on or after January 10, 2009, and generally requires payments by the City and these
employees equal to 3% of salary into a new retiree health trustfund.
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Proposition A, passed by San Francisco voters on November 5, 2013, restricted the City’s ability to
withdraw funds from the retiree health trust fund. The restrictions allow payments from the fund only
when two of the three following conditions are met

1. The City’s account balance in any fiscal year is fully funded. The account is fully funded when it is
large enough to pay then-projected retiree health care costs as they come due;and,

2. The City’s retiree health care costs exceed 10% of the City’s total péyroll costs in a fiscal year. The
Controller, Mayor, Trust Board and-a majority of the Board of Supervisors must agree to allow
payments from the Fund for that year. These payments can only cover retiree health care costs that

exceed 10% of the City’s total payroll cost. The payments are limited to no more than 10% of the
City’s account; or, .

3. The Controller, Mayor, Trust Board and two-thirds ef the Board of Supervisors approve changes to
these limits. »

GASB 45 Reporting Requirements

The City was required to begin reporting the liability and related information for unfunded OPEBs in the
City's financial statements for the fiscal year ending June 30, 2008. This reporting requirement is defined
under GASB 45. GASB 45 does not require that the affected government agencies, including the City,
actually fund any portion of this post-retirement health benefit liability — rather, GASB 45 requires
government agencies to determine on an actuarial basis the amount of its total OPEB liability and the
annual contributions estimated to fund such fiability over 30 years. Any underfundmg in a year is
recognized as a liability on the government agency’s balance sheet.

GASB 75 Repbrtfng Requirements

in June 2015, GASB issued Statement No. 75 — Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions (“GASB 75”). GASB 75 revises and establishes new accounting and
financial reporting requirements for governments that provide their employees with' OPEBs. The new .
standard is effective for periods beginning after June 15,2017. The City is implementing the provisions
of GASB 75 in its audited financial statements for Fiscal Year 2017-18. According to GASB’s Summary of
GASB 75, GASB 75 will require recognition of the entire OPEB liability, a more comprehensive measure
of OPEB expense, and new note disclosures and required supplementary information to enhance
decision-usefulness and accountability. The GASB 75 Summary also states that the consistency,

' comparability, and transparency of the information reported will be improved through the following
requirements:

= The use of a discount rate that considers the availability of the OPEB plan’s fiduciary net position
associated with the OPEB of current active and inactive employees and the investment horizon of
those resources, rather than utilizing only the long-term expected rate of return regardless of
whether the OPEB plan’s fiduciary net position is projected to be sufficient to make projected
benefit payments and is expected to be invested using a strategy to achieve that return;

o Asingle method of atiributing the actuarial present value of projected benefit payments to periods
of employee service, rather than allowing a choice among six methods with additional variations;
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* Immediate recognmon in OPEB expense rather than a choxce of recognition periods, of the effects
of changes of benefit terms; and,

» Recognition of OPEB expense that incorporates deferred outflows of resources and deferred inflows
of resources related to OPEB over a defined, closed penod rather than a choice betwéen an open or
closed petjod.

City’s Estimated Liability

The City is required by GASB 45 to prepare a new.actuarial study of its post-retirement benefits obligation
every two years. As of July 1, 2014, the most recent actuarial valuation date, the funded status of retiree
health care benefits was 1.1%. The actuarial accrued liability for benefits- was $4.26 billion,. and the
actuarial value of assets was $49.0 million, resulting in an unfunded actuarial ejccrued fiability (“UAAL") of
$4.21 billion. As of July 1, 2014, the estimated covered payrolil (annual payroll of active employees covered

by the plan) was $2.62 billion and the ratio of the UAAL to the covered payroll was 160.8%.

The difference between the estimated annual required contribution (“ARC”) and the amount expended
on post-retirement medical benefits in any year is the amount by which the City’s overall liability for
such benefits increases in that year. The City’s most recent CAFR estimated that the 2016-17 annual -
OPEB cost was $401.4 million, of which the City funded $175.0 million which caused, among other
impacts, the City’s long-term lability to increase by $237.5 million (as shown on the City’s balance sheet
and below). The annual OPEB cost consists of the ARC, one year of interest on the net OPEB obligation
and recognition of one year of amortization of the net OPEB obligation. While GASB 45 does not require
funding of the annual OPEB cost, any differences between the amount funded in a year and the annual
OPEB cost are recorded as incréases or decreases in the net OPEB obligation. See Note 9(b) to the City’s
CAFR, as oﬂune 30,2017, Five-year trend information is displayed in Table A-18.

TABLE A—18

CITY AND COUNTY OF SAN FRANCISCO
Five-year Trend
Fiscal Years 2012-13 to 2016-17"

{000s)
Annual Percentage of Annual Net OPEB
Fiscal Year OPEB OPEB Cost Funded -~ Obligation
2012-13 $418,539 . 383% - $1,607,130
2013-14 353,251 47.2% 1,793,753
2014-15 363,643 46.0% 1,990,155
2015-16 326,133 51.8% 2,147,434

2016-17 401,402 - 43.6% : 2,384,938

* Fiscal year'2017418 will be available uponrelease ofthe fiscal year 2017-18 CAFR,
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Actuarial projections of the City’s OPEB liability will be affected by Proposition B as well as by changes in
the other factors affecting that calculation. For example, the City’s actuarial analysis shows that by 2031,
Proposition B's three-percent of salary funding requirement will be sufficient to cover the cost of retiree
health benefits for employees hired after January 10, 2009. See “Retirement System — Recent Voter
Approved Changes to the Retirement Plan” above. In accordance with GASB 75, the City’s actuarial analysis
is updated every two years. As of June 30, 2017, the fund balance in the Retiree Health Care Trust Fund
established by Proposition B was $187.4 million, an increase of 63% versus the prior year. See “~ Local
Elections: Proposition C (2011).”

Total City Employee Benefits Costs

The City budgets to pay its ARC for pension and has established a Retiree Health Care Trust Fund into
which both the City and employees are required to contribute funds as retiree health care benefits are
earned. Currently, these Trust deposits are only required on behalf of employees hired after 2009, and
are therefore limited, but is expected to grow as the workforce retires and this requirement was
. extended to all employees in 2016. Proposition A, passed by San Francisco voters on November 5 2013
restricted the City's ability to make withdrawals from the Retiree Health Care Trust Fund.

The balance in the Retiree Health Care Trust Fund as of June 30, 2018 is approximately $240.1 million. The
City will continue to' monitor and update its actuarial valuations of liability as required under GASB 45.
Table A-19 provides a five-year history for all health benefits costs paid including pension, health, dental
and other miscellaneous benefits. For all fiscal years shown, a “pay-as-you-go” approachi was used by the
City for health care benefits.

Table A-19 below provides a summary of the Cx‘cy s employee benefit actual and budgeted costs from fiscal
years 2014-15 to fiscal year 2019-20.

TABLE A-19
CITY AND COUNTY OF SAN FRANCISCO
Employee Benefit Costs, All Funds
Fiscal Years 20:14-15 through 2019-20
(0D0s)
.2014-15 2015-16 2016-17 2017-18 2018-19 2019-20
Actual* Actual® - Actual® Unaudited® - Budget® Budget®
SFERS and PERS Retirement Cantributions $583,619 - $531,821 $554,956 $624,482 .$628,601 $628,601
Social Security & Medicare 171,877 184,530 196,914 $214,624 $215,164 $215,164"
Health - Medical + Dental, active employees * 383,218 421,864 459772 $497,541 $508,108 $508,108
Health - Retiree Medical * 146,164 158,938 165,822 $178,381 8186,742 $186,742
-Other Benefits * 18,439 | 20,827 " 21,388 0 $24,920 $21,229 $21,229
Total Benefit Costs $1,313,318 $1,3i7,981 $1,398,852 $1,539,948 $1,553,844 §1,559,844
* fiscal year 2014-15 through {lscal year 2016-17 figures areaudlied achials,
* boes not include Health Service System admlnistrative costs, Does Include flexible benefits that may be used for heaith insurance.
# "Other Beneflts” Includes unempioyment insurance premiums, life insurance and other miscellanecus empioyee benefits,
: Fiscal year 2017-18 figures sre unavdited actuals, Final actuals will b available upon release of the fiscal year 2017-18 CAFR.

Figures for fiscal years 2018-18 and 2018-20 are Original Budget amouns,

Source: Office of the Controller, Clty and County of San Franclsco,
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INVESTMENT OF CITY FUNDS
Investment Pool

The Treasurer of the City {the “Treasurer”) is autharized by Charter Section 6.106 to invest funds availablé
under California Government Code Title 5, Division 2, Part 1, Chapter 4. In addition to the finds of the
City, the funds of various City departments and local agencies located within the boundaries of the City,
including the school and community college districts, airport and pubhc hospitals, are deposited into the
City and County’s Pooled anestmen’t Fund (the ”Pool”) The funds are co'mmmgled for investment
- purposes. :

Investment Policy

The management of the Pool is governed. by the Investment Policy administered by the Office of the
Treasurer and Tax Collector 'in accordance with California Government Code Sections 27000, 53601,
53635, et. al. In order of priority, the objectives of this Investment Policy are safety, liquidity and return
on investments. Safety of principal is the foremost objective of the investment program. The invesiment
portfolio maintains sufficient liquidity to meet all expécted expenditures for at least the next 'six menths.
The Office of the Treasurer and Tax Collector also attempts to generate a.market rate of return, without
undue compromise of the first two objectlves

The Investment Policy is reviewed and'monitored annually by a Treasury Oversight Committee established
by the Board of Supervisors. The Treasury Oversight Committee meets.quarterly and is comprised of
members drawn from (a) the Treasurer; (b) the Controller; {c) a representative appomted by the Board of
Supervisors; (d) the County Superintendent of Schools or-his/her designee; {e) the Chancellor of the
Community College District or his/her designee; and (f) Members of the general public. A complete copy
of the Treasurer’s Investment Policy, dated February 2018, is included as an Appendix to this Official
Statement. The Investment Policy is also posted at the Treasurer’s website. The information available on
such website Is not incorporated herein by reference.

/nvestment Portfolio

As of December 31 2018; the City's surplus |nvestment find consisted of the’ mvestments classified in
Table A- 20, and had the investment maturity distribution presented in Table A-21.

. [Remainder of Page Intentjonally Left Blank]
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TABLE A-20

Par Value Book Value Market Value
U.S. Treasurles $97$,000,000 $964,127,970 $964,105,700
Federal Agencies’ 5,194,930,000  5,180,379,716 ' 5,160,726,787
’ ~ Stateand Local Obligations 140,080,225 141,657,723 139,044,262
Public Time Deposits 35,240,000 35,240,000 35,240,000 .
Negotiable Certificates of Deposit 1,972,838,000  1,972,838,000 1,973,920,123
Commercial Pa per ' 1,018,000,000  1,001,397,123 1,007,217,121
Medium Term Notes 98,463,000 98,305,050 98,167,851
‘Money Market Funds 468,663,088 468,669,088 468,663,088 .
Supranationals - " 829,478,000 825,556,749 '824,120,750

City and County of $an Francisco

Type of Investment,

Investment Portfolio

Pooled Funds

As of Deceinber 81, 2018

Total

$10,732,698,313 $10,658,171,415

December 2018 Earned Income Yield: 2.346%

Sources: Office ofthe Treasurer and Tax Collector, Citya{nd County of San Francisco

From Citibank-Custodial Safekeeping, SunGard Systems-inventory Control Program,

[Remainder of Page Intentionally Left Blank]
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TABLE A-21

City and County of San Francisco
Investment Maturity Distribution
Pooled Funds
As of December 31, 2018

Maturity in Months ParValue °  Percentage
0 to 1" . $1,003,939,088 9.35% .
1 2 432,000,000 4.03%
2 3 302,338,000 2.82%
2 w4 532,979,000 '4.97%

4 5 ’

s 6
6

to
to
to 483,880,000 4.51%

to 683,200,000 _ © 6.37%

o 12 2,894,311,000  26.97%
12 1o 24 2,073025000  19.32%
24 to 36 . 1570451228  14.63%
36 to 48 506,575,000  A72%
48 to 60 250,000,000  2.33%

$10,732,698,316  100.0%

Weighted Average Maturlty: 440 Days

Sources: Office of the Treasurer and Tax Collector, City and County of San Francisco

From Citibank-Custodial Safekeeping, SunGard Systems-inventory Control Program,
Further. Information

A report detailing the investment portfolio.and investment activity, including the market value of the
portfolio, is submitted to the Mayor and the Board of Supervisors monthly. The monthly reports and
annual reports are available on the Treasurer’s web page: WwWw. sftreasurer org. The monthly reports and
‘annual reports are not mcorporated by reference herein.

‘Addmonal information on the City’s investments, investment policies, and nsk exposure as of June 30,
2017 arée described in the City’s CAFR, Notes 2(d) and 5. :

CAPITAL FINANCING AND BONDS
Capital Plan '

In October 2005, the Board of Supetvisors adopted, and the Mayor approved, Ordinance No. 216-05,
which established a new capital planning process for the City. The legislation requires that the City develop
and adopt a 10-year capital expenditure plan for City-owned facilities and infrastructure. It also created
* the Capital Planning Committee (“CPC”) and the Capital Planning Program (“CPP”). The CPC, composed of
other City finance and capital project officials, makes recommendations to the Mayor and Board of
Supervisors on all of the City’s capital expenditures. To help inform CPC recommendations, the CPP staff,
under the direction of the City Administrator, review and prioritize funding needs; project and coordinate
funding sources and uses; and provide policy analysis anc! reports on interagency capital planning.
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The City Administrator, in conjunction with the CPC, is directed to develop and submit a 10-year capital
plan every other fiscal year for approval by the Board of Supervisors. The Capital Plan is a fiscally
constrained long-term finance strategy that prioritizes projects based on a set of fundmg principles. It
provides an assessment of the City’s infrastructure and other funding needs over 10 years, highlights
investments required to meet these needs and recommends a plan of finance to fund these
investments. Although the Capital Plan provides cost estimates and proposes methods to finance such-
costs, the document does not reflect any commitment by the Board of Supervisors to expend such
. amounts or to adopt any specific financing method. The Capital Plan is required ;co be updated and
adopted biennially, along with the City’s Five Year Financial Plan and the Five-Year Information &
Communication Technology Plan. The CPC is also charged with reviewing the annual capital budget
submission and all long-term financing proposals and providing recommendations to the Board of
Supervisore relating to the compliance of any such proposal or submission with the adopted Capital Plan.

The Capital Plan is required to be submitted to the Mayor and the Board of Supervisors by each March 1
in odd-numbered years and adepted by the Board of Supervisors and.the Mayor on or before May 1 of
. the same year. The fiscal year 2018- 2027 Capital Plan was approved by the CPC on February.27, 2017 and

was adopted by the Board of Supervisors in April 2017, The Capital Plan rn(ﬂ-::;nc $35.2 billion in capital

investments over the coming decade for all City departments including $5.25 billion in projects for
General Fund-supported -departments. The Capital Plan proposes $1.9 billion for General Fund pay-as-*
-you-go capital projects over the next 10 years. The amount for General Fund pay-as-you-go capital

projects is assumed to grow to over $200 million per year by fiscal year 2023-24. Major capital projects

for General Fund-supported departments included in the Capital Plan consist of upgrades to public health,
" police, and fire facilities; improvements to.homeless service sites; streét and right-of-way improvements;
the removal of barriers to accessibility; park improvements; the relocation of public health staff and
services to improved spaces, among other capital projects. $2.1 billion of the capital projects of General -
Fund supported departments are expected to bé financed with general obligation bonds and other long-

“term obligations. The balance is expected to be funded by federal and State funds, the General Fund and
other sources.

In addition to the City General Fund-supported capital spending, the Capital Plan recommends $18.9
billion in enterprise fund department projects to continue major transit, economic development and
public utility projects such as the Central Subway project, runway and terminal upgrades at San
Francisco International Airport, Pier 70 infrastructure investments and the Sewer. System Improvement
Program, armong dthers. Approximately $12.3 billion of enterprise fund department capital projects are
anticipated to-be financed with revenue bonds, The balance is expected fo be funded by federal and State
funds, user/operator fees, General Fund and othersources.

While signiﬁcant investments are proposed in the City's adopted Capital Plan, identified resources remain
below those necessary to maintain and enhance the City’s physical infrastructure. As a result, over $4.6
billion in capital needs incliding enhancemeénts are deferred from the plan’s horizon. Over two-thirds of
these unfunded needs are for the City’s transportation and waterfront infrastructure, where core
maintenance investments have lagged for decades. The late Mayor Edwin Lee convened a taskforce to
recommend funding mechanisms to bridge a portion of the gaps in the City's transportation needs, but it

is lkely that significant funding gaps will remam even assuming the- tdentlﬂcatlon of sxgmﬁcant new
funding sources for these needs :

Failure to make the capital improvements and repairs recommended in the Capital Plan may have the
following impacts: {1} failing to meet federal, State or-local legal mandates; (i} failing to provide for the
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imminent life, héalth, safety and security of occupants and the public; {ifi} failing to preveﬁt the loss of use
of the asset; (iv) impairing the value of the City’s assets; (v) increasing future repair and replacement costs;
and (vi) harming the local economy. : ‘

Tax-Supported Debt Service

Under the State Constitution and the Char‘cei‘, City bonds secured-by ad valorem property taxes (“general
obligation bonds”) can only be authorized with a two-thirds approval of the voters. As of December 31,

2018, the City had approximately $2.46 billion aggregate principal amount of .general cbligation bonds A
outstanding. _ : '

Table A-22 shows the annual amount of debt service payable on the City’s outstanding general
obligation bonds. ’ , .

-[Remainder of Page Intentionally Left Blank]
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TABLE A-22

Fiscal

CITY AND COUNTY OF SAN FRANCISCO
General Obligation Bonds Debt Service

As of December 31, 2018 %‘2

 Annual
Year Principal Interest . Debt Service
2018-19> $234,965,545 $52,674,789' $287,640,334
2019-20 138,676,232 94,565,441 $233,241,673
2020-21 136,930,457 87,917,066 $224,847,523
2021-22 143,653,400 81,593,303 $225,246,703
2022-23 148,110,251 74,875,635 $222,985,886
202324 151,526,206 67,762,310 $219,288,516
2024-25 153,236,476 " 60,452,315 $213,688,791
2025-26 149,411,279 53,210,200 $202,621,479
2026-27 155,555,840 46,508,996 $202,064,836
2027-28 161,134,035 39,874,779 $201,008,814
2028-29 162,221,751 33,430,897 $195,652,648
2029-30 159,235,095 26,830,558 $186,065,653
2030-31 121,936,950 20,469,219 $142,406,169
2031-32 126,050,000 16,033,542 $142,083,542
2032-33 . 92,320,000 11,510,799 $103,830,799
2033-34 68,910,000 8,019,895 $76,929,895
2034-35 61,250,000 5,464,843 $66,714,843
2035-36 471,440,000 '3,214,795 $44,654,795
2036-37 29,740,000 2,885,808 $32,625,808 .
2037-38 19,730,000 . 1,403,610 $21,133,610.
TOTAL? $2,456,033,517 $788,698,800 $3,244,732,317

1 .
This table includes the City's General Obligation Bonds shown in Table A-24

and does not include any overfapping debt, suchas anyassessment district indebtedness

or any redevelopment agency indebtedness.

2 .
Totals reflect rounding to nearest dollar.

3
Excludes payments made to date in current fiscal year

4 o
Section 9.106 ofthe City Charter limits issuance.ofgeneral obligation

bonds ofthe City to 3% ofthe assessed value ofall real and personal

assessment district Indebtedness orany redevelopment agency Indebtedness.

Source: Office of Public Finance, City and County ofSan Francisco.
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" General Obligation Bonds

Certain general obligation bonds authorized by the City’s voters as discussed below have not yet been

issued. Such bonds may be issued at any time by action of the Board of Supervisors, without further -
approval by the voters. - N

Y
In November 1992, voters approved Proposition A, which authorized the issuance of up to $350.0 million
in general obligation bonds to provide moneys to fund the City’s Seismic Safety Loan Program {the “Loan
Program”). The purpose of the Loan Program was to provide loans for the seismic strengthening of
privately-owned unre'inforcéd masonry buildings in San Francisco for affordable housing and market-rate
residential, commercial and institutional purposes. in April 1994, the City issued $35.0 million in taxable
general obligation bonds to fuﬁd the Loan Pfogram and in October 2002, the. City redeemed all
outstanding bonds remaining from such issuance. In February 2007, the Board of Supervisors approved .
the issuance of additional indebtedness under this authorization in an amount not to exceed $35.0 million.
Such issuance would be achieved pursuant to the terms of a Credit Agreement with Bank of America, N.A.
{the “Credit Bank”), under which the Credit Bank agreed to fund one or more loans to the City from time
to time as evidenced by the City’s issuance to the Credit Bank of the Taxable General Obligation Bond
{Seismic Safety Loan Program), Series 2007A. The funding by the Credit Bank of the loans at the City’s
request and the terms of repayment of such {oans are governed by the terms of the Credit Agreement.
Loan funds received by the City from the Credit Bank are in turn used to finance loans to Seismic Safety
" Loan Program borrowers. Between March 2007 and November 2011, the City initiated a total amount of
$26,695,228 of borrowing to fund Seismic Safety Loans under this Credit Agreement with the Credit
Bank, of which $20,093,517 remains outstanding. In August 2015, the City issued- $24.0 million in Series
- 2015A taxable general'obligation bonds under the Seismic Safety Loan Program authorization. The full -
$24.0 million obligation was redeemed on November 1, 2018 through repayment of the Seismic Safety
_ Loan. On November 8, 2016, voters:approved Proposition C, authorizing the use of the remaining
$260,684,000 Seismic Safety Bond Program bond authorization to. fund the acquisition, improvement,
and rehabilitation of at-risk multi-unit residential buildings in order to convert them into permanent
affordable housing. ' .

In February 2008, voters approved Proposition A-{the “2008 Parks Proposition”) that authorized the
issuance-of up to $185.0 million in general obligation bonds for the construction, reconstruction,
purchase, and/or improvement of park and recreation facilities located in the City and under the
jurisdiction of the Recreation and Parks Commission or under the jurisdiction of the Port Commission. The
City issued the first series of bonds under the 2008 Parks Proposition in the amount of approximately
$42.5 million in August 2008. The City issued the second series in the amount of approximately $60.4
million in March 2010 and the third series in the amount of approximately $73.4 miltion in March 2012.
The City issued the fourth-and final series in the amount of approximately $8.7 million in January 2016.

In June 2010, voters approved Proposition B (the “2010 £SER Proposition”), which authorized the issuance
of up to $412.3 million in general obligatien bonds to provide funds to finance the construction,
acquisition, improvement and retrofitting of neighborhood fire and police stations, the auxiliary water
supply system, a public safety building, and other critical infrastructure and facilities for earthquake safety
and related costs. The City issued the first series of bonds under the 2010 ESER Proposition in the amount
“of $79.5 million in December 2010 and ‘the second series of bonds in the amount of $183.3 million in
March 2012. The City issued the third series in the amount of approximately $38.3 million in August 2012
and the fourth series of bonds in the amount of $31.0 million in June 2013, and the fifth series in the
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amount of $54.9 million was issued in October 2014. The final series was lssued in June 2016in the amount
of approximately $25.0 million.

In November 2011, voters approved Propositicn B {the “2011 Roads & Streets Proposition”}, which
authorized the issuance of up to $248.0-million in general obligation bonds to provide funds to repair and.
repave City streets and remove potholes; strengthen arid seismically upgrade street structures; redesign
street corridors by adding or improving pedestrian signals, lighting, sidewalk extensions, bicycle lanes,
trees and landscaping; construct and renovate curb ramps and sidewalks to increase accessibility and
safety for everyone, including persons with disabilities; and add and upgrade traffic signals to improve
MUN! service and traffic flow. The City issued the first series of bonds uhder_the 2011 Roads & Streets
Proposition in the amount of approximately $74.3 million in March 2012 and the second series of bonds
in the amount of $129.6 rillion in June 2013. The City issued the ﬂnal series in June 2016 in the amount
of approximately $44.1 million.

in November 2012, veters approved Proposition B (the “2012 parks Proposition”), which authorized the
issuance of up to $195.0 million in general obligation bonds to provide funds for the construction,

reconstruction, renovation, demclition, environmental remediation and/or improvement of park, open
space and recreation facilities iocated in the City and under the jurisdiction of the Recreation and Parks
Commission or under the jurisdiction of the Port Commission. The City issued the first series of bonds
under the 2012 Parks Proposition in the amount of approximately $71.9 million in June 2013. The City
issued the second series of bonds In the amount of $43.0 million in J‘anuary 2016. The third series of
bonds under the 2012 Parks Proposition authorization was issued in April 2018 in the amount of
approximately $76.7 million.

_InJune 2014, voters approved Proposition A (the “2014 ESER Proposition”), which autharized the issuance
of up to $400.0 million in general obligation bonds to improve fire, earthquake and emergency response
by improving and/or replacing deterioréting cisterns, pipes, and tunnels, and related facilities to ensure
firefighters a rehabie water supply for incurring indebtedness of fires and disasters; improving and/or
replacing nelghborhood fire and police stations; replacing certain seismically unsafe police and medical
examiner facilities with earthquake-safe buildings and to pay related costs . The City issued the first series
of bonds under the 2014 ESER Proposition authorization in the amount of $100.7 million in October 2014
and the second.series of bonds in the amount of $109.6 million in April 2016. The third and final séries
was issued in May 2018 in the amount of $189 7 million.

In November 2014, voters approved Proposi’cion A (the “2014 Transportation Proposition”), which
authorized the issuance of up to $500.0 million in general obligation bonds to provide funds to finance
the construction, acguisition and improvement of certain- transportation and transit related
improvements-and other related costs. The City ‘issued the first series of bonds under the 2014

Transportation Proposition in the amount of approximate!y $67.0 million in June 2015, The second '

series of bonds under the 2014 Transportation Proposition authorization was issued in Apnl 2018 in the
amount of approximately $174.4 million,

In November 2015, voters approved Proposition A (the “2015 Affordable Housing Proposition”) which
authorized the issuance of up to $310.0 million in general obligation bonds to provide funds to finance
the construction, development, acquisition and preservation of housing affordable to low- and middle-
income households'and to assist in the acquisition, rehabilitation, and preservation of affordable rental
apartment buildings to prevent the eviction of long-term residents; to repair and reconstruct ditapidated
public housing; to fund a middle-income rental program; and to provide for homeownership down
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payment assistance opportunities for educators and middle-income households. The City issued the first
series of bonds under the 2015 Affordable Housing Proposition in the amount of approximately $75.0
million in October 2016. The second series was issued in May 2018 in the amount of $142.1 million.

In June 2016, voters approved Proposition A (the “2016 Public Health & Safety Proposition”), which
authorized the issuance of up to $350.0 million in general obligation bonds to provide funds to protect
public health and safety, improve community medical and mental*health care services, earthquake safety
and emergency medical response; to seismically improve, and modernize neighborhood fire stations and
vital public health and homeless service sites; to construct a seismically safe and improved San Francisco
Fire Department ambulance deployment facility; and to pay related costs. The City issued the first series
. of the bonds under the 2016 Public Health & Safety Proposition authorization in the amount of

approximately $173.1 mllhon in February 2017, The second series was issued in May 2018 in the amount
of $49.9 million.

In November 2018, voters approved Proposition A {“the 2018 Seawall Proposi’cion”), authorizing the
issuance of up to $425.0 miH'ion in general obligation bonds to fund repairs and improvement projects
along the City’s Embarcadero and Seawall to protect the waterfront, BART and Muni, buildings, historic

piers, and roads from earthquakes, flooding, and sea level rise. Bonds have not been issued yet under
this authorization.

Refunding General Obligat‘mh Bonds

The Board of Supervisors adopted and the Mayor approved Resolution No. 272-04 in May of 2004 (the -
“2004 Resolution”). The 2004 Resolution authorized the issuance of $800.0 million of general obligation
refunding bonds from time to time in one or more series for the purpose of fefunding all or a portion of

the City’s outstanding General Obligation Bonds. On November of 2011, the Board of Supervisors
adopted, and the Mayor approved, Resolution No. 448-11 (the “2011 Resolution,” and together with the
2004 Resolution, the “Refunding Resolutions”). The 2011 Resolution authorized the issuance $1.356

- billion of general obligation refunding bonds from time to time in one or more series for the purpose of

‘refunding certain outstanding General Obligation Bonds of the City. The following refunding bonds
remain currently outstanding, under the Refunding Resolutions, as shown in Table A-23 below.

TABLE A-23
CITY AND COUNTY OF SAN FRANCISCO .
General Obligation Refunding Bonds
As of January 15, 2019

Series Name Date Issued - Principal Amount Issued - Amount Outstanding
2008-R1 : May 2008 $232,075,000 $5,110,000
2011-R1 November 2011 ©339,475,000 176,360,000 *
2015-R1 February 2015 293,910,000 - " 248,035,000 ?*

1 Series 2004-R1 Bonds were refunded by the 2011-R1 Bonds In November 2011

2 Series 2006-R1, 2006-R2, and 2008-R3. Bonds were refunded by the 2015-R1 Bonds in February 2015,
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Table A-24 below lists for each of the City’s voter-authorized general obligation bond programs the
amount issued and outstanding, and the amount of remaining authorization for which bonds have not yet
been issued. Series are grouped by program authorization in chronological order. The authorized and
unissued column refers to total pfogram authorization that can still be issued and doesnot refer to any
particufar series. As of January 15, 2019, the City had authorized and unissued general obligation bond

authority of approximately $1.17 billion, including the most recent $425.0 million authorization for the
2018 Seawall Proposition. ‘

[Remainder of Page Intentionally Left Blank]
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TABLE A-24

CITY AND COUNTY OF SAN FRANCISCO
General Obligation Bonds
As of January 15, 2019

- Authorized &

Descrlption of Issue (Date of Authotfzation) Serles : Jssued Outstanding * . Unissued ?
Selsmic Safety Loan Program {11/3/92) . 2007A 430,315,450 * $20,093,517
2015A 24,000,000 - $260,684,550
Clean & Safe Nelghborhood Parks {2/5/08) 20108 24,785,000 2,610,000
. 2010D 35,645,000 35,645,000
20128 73,355,000 48,035,000
2016A 8,695,000 7,520,000 S
$an Francisco General'Hospltal and Trauma Center (11/4/08]2008A 131,650,000 5,525,000
: 2010A 120,850,000 12,735,000
2010C 173,805,000 173,805,000
20120 251,100,000 155,825,000
2014A 209,955,000 161,730,000 -
Earthquake Safety and Emergency Response Bond (6/8/1D)  2010E 79,520,000 ‘40,815,000
' ’ 2012A 183,330,000 121,525,000
. 2012E 38,265,000 29,925,000
20138 " 31,020,000 17,540,000
2014C . 54,950,000 41,525,000
2016C 25,215,000 22,370,000 -
Road Repaving & Street Safety {11/8/11) 2012C 74,295,000 48,175,000
2013C 129,560,000 73,205,000
. 2016E 44,145,000 39,155,000 -
. Clean & Safe Nelghborhood Parks {11/6/12) 2013A 71,970,000 40,680,000
20168 43,220,000 . 24,400,000
. 2018A 76,710,000 46,485,000 3,100,000
Earthquake Safety and Emergency Response Bond (6/3/14)  2014D T 106,670,000 76,780,000
: 2016D 109,595,000 75,465,000
2018C 189,735,000 ’ 189,735,000 . -
Transportation and Road Improvement (11/4/14)  ~ 20158 67,005,000 43,665,000
20188 174,445,000 105,715,000 258,550,000
Affordable Housing Bond {11/3/15) 2016F 75,130,000 ' 50,795,000 :
‘ . 2018D | 142,145,000 142,145,000 92,725,000
Public Health and Safety Bond (6/7/16) 20174 173,120,000 121,450,000 .
' ) ., 2018 49,955,000 49,955,000 126,925,000
SUBTOTAL i . $3,018,195,450 $2,026,528,517 " $741,984,550
General| Obligation Refunding B ’
) Serles 2008-R1 |ssued 5/29/08 232,075,000 5,110,000 n/a
" Serfes 2011-R1 Issued 11/8/12 339,475,000 176,360,000 nfa
Serles 2015-R1 issued 2/25/15 ' 293,910,000 248,035,000 n/a
SUBTOTAL - . . 865,460,000 ) 429,505,000
TOTALS | ; $3,883,655,450 . $2,456,033,517  $741,984,550

* Sectjon5.106 afthe Clty Charter limits Issuance ofgeneral obligation bonds of the City to 3% of the assessed value of all

taxable real and personal praperty, located within the Gity and County.

% Ofthe $35,009,000 suthorized by the Board of Supervisors In February 2007, $30,315,450 has been drawn upon to date pursuantto the
Credit Agreement described under “General Obligation Bonds .*

2 Authorized & Unlssued tota] does notinclude $425,000,000 of the 2018 Seawall Proposition AGeneral Obligation Bond authority approved by the voters Ih November 2018,
1£the $425,000,000 authorization Is Included in this total, the Authorized & Unissued total would be §1.17 billion.

Source: Office of Publlc Finance, City 2nd County of 5an Francisco,
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Lease Payments and Other Long-Term Obligations

“The Charter requires that any lease-financing agreements with a nonprofit corporation or another public
agency must be approved by a majority vote of the City's electorate, except (i) leases approved prior to
April 1, 1977, (ii). refunding lease financings expected to result in net savings, and (iii} certain lease
financing for capital equipment. The Charter does not require voter approval of lease financing
agreements with for-profit corporations or entities, Table A-25 sets forth the aggregate annual lease
payment obligations supported by the City’s General Fund with respect to outstanding longv‘cerm lease
revenue bonds and certificates of participation as of December 31, 2018.

[Remainder of Page Intentionally Left Blank]
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TABLE A-25

. CITY AND COUNTY OF SAN FRANCISCO
Lease Revehue Bohds and Certificates of Participation
As of December 31, 2018*

Fiscal - : Annual Payment
Year Principal fnterest?, Obligation
2018-19 $36,715,000 31,192,156 $67,907,156
2018-20 48,645,000 60,400,479  $109,045,479
202021 . " 57,065,000 57,858,122 $114,923,122
202122 57,475,000 55,229,005 $112,704,005
202223 50,050,000 52,544,025 $112,594,025
2023-24 62,250,000 49,734,442 $111,984,442
2024-25 52,580,000 46,795,478 $109,375,478 .
2025-26 63,035,000 43,879,843 $106,314,843
2026-27 66,010,000 40,815,367 ‘5106,825,367
2027-28 ' 62,830,000 37,615,118 $100,445,118
. 202829 68,510,000 34,260,761 $103,170,761
2028-30 72,335,000 30,384,851 $103,219,851
’ 2030-31 62,040,000 27,588,665 . $89,628,665
2031-32 51,690,000 24,737,593 $76,427,593
2032-33 * 52,545,000 22,446,642 $74,991,642
2033-34 54,795,000 19,918,261 $74,713,261
2034-35 45,615,000 17,650,673 $63,265,673
- 2035-36 44,865,000 '15,599,242 560,464,242
2036-37 43,915,000 13,589,730 $57,504,230
2037-38 45,705,000 11,612,665 $57,317,665
2038-39 © 47,555,000 9,553,956 $57,108,956
' 2039-40 49,500,000  -7,407,472 $56,907,472
2040-41 - 51,515,000 5,172,668 $56,687,668
2041-42 . 45,550,000 3,007,611 $48,557,611
204243 . 10,125,000 1,242,000 *  $11,367,000
204344 . 8,555,000 818,000 $9,373,000
2044-45 ) 8,895,000 475,800 " $5,370,800
2045-46 . 1,470,000 120000 . $1,580,000
2046-47 1,530,000 61,200 - . 51,591,200
TOTAL? ) $1,343,765,000  $722,211,324 $2,06'5,97S,3.ZQ

: Excludes payments made to date In current fiscal year

2 Totals reflect roundingto nearest dollar,

3 For purpases of this table, the interest rate on the Lease Revenue Bonds Series
2008-1, and 2008-2 (Moscone Center Expansion Project)is assumedto bed.25%.
These bonds are In varlable rate mode. ’

Source: Office of Publle Finance, City and County of San Frapcisco, * '

The City electorate has approved several lease revenue bond propositions, some of which have
authorized but unissued bonds. The following lease programs have remaining authorization:

In 1987, voters approved Proposition B, which authorizes the City to lease finahce (without lirﬁitation as
to maximum aggregate par amount) the construction of new parking facilities, including garages and
surface lots, in eight of the City's neighborhoods. In July 2000, the City issued $8.2 million in lease revenue
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"bonds to- finance the construction of the North Beach Parking Garage, which. was opened m February
2002, Thete is no current plan to lssue any more bonds under PropositionB.

In 1990, voters -approv_ed Proposition C, which amended the Charter to authorize the City to lease-
purchase equipment through a nonprofit corporation without additional voter approval but-with certain
restrictions, The City and County of San Francisco Finance Corporation (the “Corporation”) was
incorporated for that purpose. Proposition C provides that the outstanding aggregate principal amount of
obligations with respect to ledse fmancmgs may not exceed $20.0 million, with such amount increasing
by five percent each fiscal year. As -of December 31, 2018; the total authorized amount for such

financings was $78.4 million. The total principal -amount outstanding as’ of December 31, 2018 was
$450.0 million. '

In 1994, voters approved Proposition B, which authorized the issuance of up to 560.0 milfion in lease
revenue bonds for the acquisition and construction of a combined dispatch center for the. City’s
emergency 911 ‘communication system and for .the emergency information and communications

equ1pment for the center. In 1997 and 1998, the Corperation issued $22.6 mllllon and $23.3 million of
Proposition B lease revenue bonds, respect:ve!y leaving S14.0 millicn in remaining autharization. There

is no current plan to issue additional series of bonds under Proposmon B.

in’March 2000, voters approved Proposition C, which extended a two- and one-half cent per SlOO 0in
- assessed valuation property tax set-aside for the benefit ‘of the Recreation and Park Department (the
- “Open Space Fund”). Proposition C dlso authorizes the issuance of lease reveniie bonds or other forms of
indebtedness payable from' the Open Space Fund. The City issued approximately $27.0 million and
$42.4 million of such Open Space Fund lease revenue-bonds in October 2006 and October 2007,
_respectively. The City issued refunding lease revenues bonds for the remaining outstanding amounts of
the Series 2006 and Series 2007 Open Space Fund lease revenue' bonds in August 2018.

In November 2007 voters approved Proposmon D, which amended the Charter and renewed the Library
Preservatton Fund. Propaosition D continued the two- and one-half cent per $100.01 ih assessed valuation ‘
property tax set-aside and establishes a minimum level. of City appropriations, moneys that are
maintained in the Library Preservation Fund. Proposition D also authorized the issuance of revenue honds
or other evidences of indebtedness. The City issued the first series of lease revenue bonds in the
amount of approximately $34.3 million in March 2009. The City issued refunding lease revenues bonds
* for the remaining outstandmg amothts of the.Serfes 2009A Branch Library lmprovement Pro;ect lease
revenue bonds in August 2018. ' : ‘

Commercial Paper Program

in March of 2009, the Board authorized and the Mayor approved a not-to-exceed $150.0 million Lease
Revenue Commercial Paper Certificates of Participation Program, Series 1 and 1-T and Series 2 and 2-T
(the “Original CP Program”). Commercial Paper Notes (the “CP Notes”) are issued from tlme to time to

. pay approved prOJect costs in connection with the acquisition, improvement, renovation and constructlon :
of real property and the acquisition of capital equipment and vehicles in anticipation of long-term or other
take-out financing to be issued when market conditions are favorable. Projects are eligible to access the

. CP Program once the Board and the Mayor have approved the project and the long-term, permanent
financing for the project. The original Series 1 and 1-T and Series 2 and 2-T letters of credit issued in 2010
by I.P. Morgan Chase Bank, N.A. and U.S. Bank National Association were scheduled to expire in June of
2016. In May of 2016, the City obtained renewal credit facilities to secure the CP Notes from: (i} State
Street Bank and Trust Company {with a maximum principal amount of $75 million) and (i) U.S. Bank
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National Association (with a maxrmum principal amount of $75 million). These credit facilities expire in
May of 2021.

. In July of 2013, the Board authorized, and the Mayor approved an additional $100.0 million of Lease
- Revenue Commercial Paper Certificates of Participation, Series 3 and 3-T and Series 4 and 4-T (the “Second
CP Program” and together with the Original CP Program, the “City CP Program”) that increased the totat
authorization of the City CP Program to $250.0 million. The Series'3 and 3-T and 4 and 4-T are secured by
a letter of credit issued hy State Street Bank and Trust Company initially scheduled to expire in February
of 2019. In December 2018, the City extended the original letter of credit issued by State Street Bank .
and Trust Company by three years, expmng in February of 2022.

As of January 15, 2018, the outstanding prmcrpal amount of CP Notes is $30.5 million. The we1ghted
average interest rate for the outstanding CP Notes is approximately2.12%.

Transbay Transit Center [nterim Financing

~ In May of 2016, the 'Board authorized, and the Mayor approved the establishment of a not-tc-exceed
$260.0° million Lease Revenue Commercial Paper Certificates of Participation (the “Short-Term '

: Certificates”) to meet cash flow needs during the construction of phase one of the Transbay Transit -
Center (now known as the Salesforce Transit Center). The ‘Short-Term Certificates are expected to be
repaid in part from Transbay Transit Center CFD bond proceeds (secured by special taxes) and tax
increment. It is anticipated that long-term debt will be issued to retire the Short-Term Certificates, and
such long-térm debt is also expected to be repaid from such sources:

The Short-Term Certificates consist of $;LG0.0 million of direct placement revolving certificates with
Wells Fargo, expiring in January of 2020 and $100.0 million of direct placement revolving certificates
with Bay Area Toll Authority expiring September 1, 2021,

As .of January 15, 2019, the TJPA had drawn a total of $103.0 million from the Wells Fargo financing
-facility, at a current interest rate of 3.08%..

Board Authorized and Unissued Long-Term Obligations

in October of 2013, the Board authorized, and the Mayor approved the issuance of not to exceed $13.5

million of City and County of San Francisco Certificates of Participation {Treasure Island Improvement

Project) to finance the cost of additions and lmprOVements to the utifity infrastructure at Treasure rsland
"It is anticipated that a portion of these certificates will be issued in the summer 0f2019.

In November 2016, the Board authorized, and the May.pr approved the issuance of not to exceed $60.5
million of City and County of San Francisco Certificates of Participation (Animal Care and .Control

Renovation Project) to finance the costs acquisition, constrilction, and improvement of an animal care * -

and contro! facility. The City anticipates issuing the certificates in the summer of 2019,

In lune of 2017, the Board authorized and the Mayor approved the issuance of not to exceed $321.8
million of City and County of San Francisco Certificates of Participation (49 South Van Ness Project,
formerly referred to as “1500 Mission Project”) to finance a portion of the development costs, including
construction and -improvement, and related FF&E (furniture, fixture, or other equipment),
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technology,and moving costs for the 1500 Mission Street office buxldmg The City antxcxpates issuing the
certificates in the Fall of 2019

Overlappmg Debt

Table A-26 shows bonded debt and long»term obhgatxons as of December 31, 2018 sold in-the pubhc
- capital markets by the City and those public agencies whose boundaries overlap the boundaries of-the
City in whole or in part. Long-term obligations of non- City agencies generally are not payable from
revenues of the City. in many cases, long-term obligations issued by a publicagency are payable only from
the General Fund or other revenues of such public agency. In the table, lease obligations of the City
which support indebtedness incurred by others are included. As noted below, the Charter limits the
City’s outstandmg general obligation bond debtto 3% ofthe total assessed valua’uon of all taxable realand
personal property within the-City. ‘ :

[Remainder of Page fnténtionally Left Blank]
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TABLE A-26., .

¢ OTY AND COUNTY OF SAN SRANC!SCO -
Statement of Direct and Overlapping Debtand Long-Term Ohligations

As of Decemnber31, 2018
2018-19 Assessed Valuation (net of non-reimbursable & homeowner exemgtions): V $259,329,479,458
DIRECT GENERAL OBLIGATION BOND DEBT 3
General City Purposes Carried on the Tax Rol[ . $2,456,033,517

GROSS DIRECT DEBT : . $2,456,033,517

DlREtl' LEASE PAYIMENT AND L ONG-TERM OBLIGATIONS .
Sair Francisco Finahce Corporation, Equipment LRBs Series 2013A ) . $450,000
San Francisco Finance Corporation Emergency Communijcation Refunding Series, 2010-R1 8,545,000
San Frandsto Finance Corporation Moscone Expansion Center, Series, 2008-1, 2008-2 : 85,300,000

San Francisco Finance Corporation LRBs Open Space Fund (Various Park Projects) Serles 2006, 2007 -
San Francisco Finance Corporation LRBs Library Preservation Fund Series, 2009A . . -

San Francisco COPs, Serfes 2008A Multiple Capltal Improvement Projects (Laguna Honda Hospltal) N ’ 118,130,000
San Francisco COPs, Serles 20098 Multiple Capital Improvement Projects {Street Improvement Project) - 30,075,000
" San Franeisco COPs, Series 2009C Office Project {525 Gojden Gate Avenue) Tax Exempt . 16,255,000
San Franclsco COPs, Series 2009D Office Project (525 Gofden Gate Avenue) Taxable BABs . 129,550,000
San Frandsco Refunding Certificates of Participation, Series 2010A : 95,880,000 .
San Francisco COPs, Refunding Series 2011AB (Moscone) ' - 13,825,000
San Francisco COPs, Series 2012A Multiple Capital Improvement Projects (Street Improvement Project) 35,460,000
San Frandisco COPs, Series 2013BC Port Facllities 31,176,000
San Francisco COPS, Series 2014-R1 {Courthouse Project}, 2014-R2 (Juvenile Hall Project) ’ 35,150,000
San Francisco COPs, Serfes 2015A8 War Memorlal Veterans Building Selsmic Upgrade and improvernents ' 125,295,000
San Francisco Refunding COPs, Series 2015-R1 (City Office Bufldings-Multiple Properties Project) 115,140,000
San Francisco COPs, Series 2016A War Memorial Vetérans Bullding Selsmic Upgrade and Improvements . ' 14,305,000
San Francisco COPs Series 2017A {Hope SF) . 27,575,000
San Francisco COPs Series 20178 {Moscone Convention Center B(pansmn) . 413,355,000
San Francisco Finance Corporation Refunding Bonds, Emergency Open Space, Serles 20184 .o . 34,550,000
San Francisco Finance Corporation Refunding, Branch Library improvement, Series 20188 . 13,355,000
LONG-TERM OBLIGATIONS ) $1,343,765,000
GROSS DIRECT DEBT & LONG-TERM OBLIGATIONS L ’ $3,799,798,517

OVERLAPPING DEBT & LONG-TERM OBLIGATIONS

Bayshore Hester Assessment Distrlct . . $510,000
San Francisco Bay Area Rapid Transit District Sales Tax Revenue Bonds (29.27%) . 148,173,091
.San Francisco Bay Area Rapld Transit District General Obllgation Bonds {34.14%) o . 276,523,180
San Francisco Community College District General Obligation Bonds (2001, 2005) : 231,675,000
San Francisco Redevelopment Agency Hotel Tax Revenué Bonds (2011) . 27,715,000
Sah Francisco Redevelopment Agency Obligations (Property Tax Intrement) . 859,949,677
San Francisco Redévelppment Agency Obligations {Special Tax Bonds CFD #4, #6, #7) 182,261,505
Association of Bay Area Governmehts Obligations Special Tax Bonds, Series 2004-1, 2006-1, 2006-1 17,985,000
Speclal Tax District No. 2009-1 improvement Area 1, 2 SF Sustainable Financing . 2,807,577
San Frandisca Unifled School District General Obligation Bonds (2003, 2006, 2011, 2015R, 2016, 2017) 968,915,000
San Francisco Communlty Facilities District No. 2014-1 {Transhay Transit Center) Series 2017A, 20178 206,930,000
TOTAL OVERLAPPING DEBT & LONG-TERM OBLIGATIONS. : . $2,923,395,030 *

GROSS COMBINED TOTAL OBLIGATIONS : . : o $6,723,193,547
Ratios to Assessed Valuation; . N Actual Ratlo Charter Req.

Gross Direct Debt{General Obligation Bonds) . 0.95% . < 3.00% ?
Gross Direct Debt & Long-Term Obllgations T 147% n/a

Gross Combined Total Obligations : ) 2.59% nfa

? Does not indude CCSF Lease Revenue Direct Placement Revolving COPs (Transbay Interim Finandng).

2 Exdludes revenue and mortgage revenue bonds and non- -bonded third party ﬂnancmg |ease obligations. Also excludes tax allocatlon bonds
sold In August, 2008, :

3 Sectlon 9,106 of the City Charter limits ]ssuance ofgenem! obligation bonds of the Clty to 3% of the assessed value of all taxable real and
persona( property, located within the City and County,

Source: Office of Public Finance, City and County of San Francisco, and California Munidpal Statistics I;'az:

A-77
. 1810



MAJOR ECONOMIC DEVELOPIMENT PROJECTS

Numerous development and construction projects are in progress throughout the City-at.any given time.
This section describes several of the most significant privately owned and managed real estate
developments currently under way in the City in which there is City participation, generally in the form of
a public/private partnership. The information in this section has been prepared by the City based on City-
approved plans as well as unofficial plans and representations-of the developer in each case and includes
forward-looking statements, These forward-looking statements consist of expressions of opihion,
estimates, predictions, projections, plans and the like; such forward-looking statements in this section are

“those of the developers and not of the City. The City makes no prediction, representation or assurance
that the plans and projects described will actually be accomplished, of the time frame in which the
developments will be completed, or as to the financial impact on City real estate taxes, developer fees,
other tax and fee income, employment, retail or real estate activity, or other consequences that might be
expected or projected to result from the successful completion of each development project. Completion
of development in each case may depend on the local economy, the real estate market, the financial
health of the developer and others involved in the project, specific features of each development and its
attractiveness to buyers, tenanis and others, as weil as the financial health of such buyers, tenants, and
others. Completion and success of each development will also likely depend on other factors unknown
to the City.

‘Hunters Point Shipyard (Phase 1 and 2) and Candlestick Point

The Hunters Point Shipyard Phase 1 and 2 and Candlestick Point project area will deliver approximately
12,100 new homes, approximately 32 percent of which will be below market rate and will include the
rebuilding of the Alice Griffith public housing development consistent with the City’s HOPE SF program,
up to 4.4 million square feet of research and development space, and more than 350 acres of new parks
in the southeast portion of San Francisco (the “Project”). In total, the Project will generate over $6 billion
of new economic activity to the City, more than 15,000 pérmanent jobs, hundreds of new construction .
jobs each year, new community facilities, new transit infrastructure, and provide approximately $90
million in community benefits. The Project’s.full build out will oceur over 20 to 30 years. In the next five

years over 1,000 units of housing and 26 acres of parks will be completed in the first phase of the
Shipyard. ‘ '

The first phase of development has begun at the Hunters Point Shipyard site with 439 completed units
and 66 units currently under construction. An additional 174 units were expected to begin conétruction,
in 2018. On Candlestick Point, 306 housing units are now complete which includes a mix of public housing
replacement and new, affordable units, with an additional 31 units in construction. in 2016, horizontal
infrastructure construction commenced in Candlestick Point to support additional residential and
commercial development; designs in the former Candlestick Pont site for a mixed-use residential, office,
retail, hotel and film and arts center are currently underway. '

Treasure [siand

Former Naval Station Treasure Island is located in the San Francisco Bay and connected to the City by the
San Francisco-Oakland Bay Bridge. The former base, which ceased operations in 1997, consists of
approximately 404 acres on Treasure Island and 94 acres on adjoining Yerba Buena Island, plus

approximately 540 acres of unfilled tidal and submerged lands adjacent to the Islands in San Francisco
Bay. Development plans for the islands include up to 8,000 new homes, 2,173 of which will be offered at
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below-market rates; up to 500 hotel rooms; an expanded marina; restaurants; 140,000 sf of retail and:
entertainment venues; 311,000 sf of adaptive reuse of historic structures; and a world-class 300-acre
parks an'd open space system including shoreline access and cultural uses such as a museum. The
compact mixed-use transit-oriented development is centered around a new ferry terminal connecting
the island to downtown San Francisco and is designed to prioritize walking, biking and public transit.

The development plan includes green building standard, best practices in.low-impact development, and
" sea level rise adaptation strategies. ‘

The first major land transfer from'the Navy to the Treasure Island Development Authority {“TIDA”)
occurred in May 2015 and included the northern half of Yerba Buena Island and more than half of the
area of Treasure Island. This was followed by smaller transfers of additional parcels on Treasure Island in
September 2016, August 2017, and September 2018, and a fifth transfer is expected in 2019. The
developer, Treasure Island Community Development {“TICD”), received its first land transfer in February
2016. Demolition in these areas is complete, and initial infrastructure and geotechnical improvements
are underway. The first phase of development will include extensive horizontal infrastructure
improvements (utilities, ferry facilities, roadway ilmprovements, site preparation, etc.) as well as the
initial vertical developments. The complete build-out of the project is anticipated to occur aver 15 to 20
years.

Mission Bay

The development plans for Mission Bay include a new University of California-San Francisco (“UCSF”)

research campus containing 3.15 million square feet of building space on 46 acres of land, of which 43

acres were donated by the Misslon Bay Master Developer and the City; UCSF's 550-bed hospital; 3.4

million square feet of biotech, ‘cleantech’ and health care office space; 6,500 housing units, with 1,850

(29%) affordable to moderate-, low-, and very low-income households; 425,000 square feet of retail

space; a 250-room hotel Wwith up to 25,000 square feet of retail entertainment uses; 49 acres of public
open space, including parks along Mission Creek and San Francisco Bay and eight acres of open space

within the UCSF campus; a new 500-student public school; and a new fire and police station and police

headquarters. Mission Bay is approximately 70% complete. A

_ Mission Bay Blocks 29-32 — Warriors Multi-purpose Recreation and Entertainment Venue

The Golden State Warriors, a National Basketball Association team, is developing a multi-purpose -
recreation and entertainment venue and associated development in Mission Bay. The site is bordered by
Third Street to the West, Terry Francois Boulevard to the Fast, 16" Street to the South and South Street

- to the North. The Warriors project includes a state-of-the-art multi-purpose recreation and
entertainment venue for Warriors” home games, concerts and family shows. The site will also have
restaurants, retail, office space, bike valet, public plazas and a limited amount of parking. Environmental
" review has been completed for the site and was upheld in a November 2016 decision, The project began
construction in January 2017 and the event center is scheduled to open in time for the 2019-20
basketball season. Over 5,646 units have been completed with an, additional 262 units under
construction, along with several new parks. In the past 6 months, a 119-unit affordable housing project
and a 250-room hote| have broken groun\d. ‘
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Salesforce Transit Center (formerly known as the “Transbay Transit Center”)

The Transbay Project Redevelopment Project Area was adopted in 2005 with the purpose of redeveloping
10 acres of property owned by the State in order to generate funding for the new Salesforce Transit
Center. In 2012 the Transit Center District Plan, the guiding document for the area surrounding the transit-
center, was approved by the Planning Commission and by the Board of Supervisors and includes
additional funding sources for the Salesforce Transit Center. The Salesforce Transit Center replaces the
former Transbay Terminal at First and Mission Streets with 'a modern transit hub and includes a future
extension of the Caltrain commuter. rail line underground 1.3 miles into the Financial District. The
Salesforce Transit Center broke ground on August 11,2010 and opened in August 2018.

The Pelli Clarke Pelli Archltects—desngned transit center was designed to serve more than 100,000 people
per day through 11 transportation systems, including future California High Speed Rail, which will be
designed to connect San Francisco to Los Angeles in less than 2-1/2 hours. The center was designed to
embrace the goals of green architecture and sustamabthty The heart of the Salesforce Transit Center i is
Salesforce Park, a 5.4-acre public park atop the facility that serves as a living “green roof” for the transit
facility. The Salesforce Transit Center will have a LEED ratihg of at least Silver due to Iis sustainable
design features and its related facilities, inciuding Salesforce Park. Construction and operation of the
Salesforce Transit Center is funded by various public funding partners, including the federal government,

the State, the Metropolitan Transportation Commission, thé San Francisco County and San Mateo
" County Transportation Authorities, AC Transit and the Successor Agency {OClI) among others.

The 10 acres of property formerly owned by the State surrounding the Salesforce Transit Center is being
redeveloped with plans for 3,300 new homes, of which 1,300 will be affordable below-market rate
homes, over 2.4 million square feet of new office space, over 9 acres of new parks and open space, and
anew retail boulevard on Folsom Street. Of the parcels over which OCII has jurisdiction, four parcels are
fully complete, and six parcels are in various stages of pre-development and development. Three of
those parcels‘are currently under construction and will provide over 1,400 housing units within the next

“year. The sale of various sites has generated more than $600 mllhon in funding for construction of the
Salesforce Trans;t Center.

In September 2018, construction crews discovered two steel beams with fissures in the ceiling of the
third-level bus detk on the eastern side of the Salesforce Transit Center near Fremont Street. After-
several inspections and out of an abundance of caution, the TJPA temporarily closed the Salesforce
Transit Center. Two shoring systems were installed, one at Fremont Street and as a proactive measure,
one at First Street, a similarly designed area of the Salesforce Transit Center. Additional inspections and
continued monitoring have revealed no additional issues. The City has no indication that there is a
regional settling or subsidence issue that contributed to the fissures.

At the TIPA Board meetibg on December 13, 2018 LPI, Inc. a-specialist in laboratory -testing and
simulations, presented a preliminary root cause assessment of the girder fissures. The TIPA is evaluating
. whether the cause of the fissures is related to, among other causes, the design, a defect in materials,
fabrication or installation of such girders. An independent Peer Review Panel requesfed by San Francisco
Mayor London Breed and Oakland Mayor Libby Schaaf is undertaking a review of any preliminary
findings and the remediation work at First and Fremont Streets, and is overseeing the TIPA’s review of
all building-wide shop drawings, inspection reports, design documents, etc. to determine if other ~
reviews or inspections will be hecessary before reopening the Salesforce Transit Center.
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The Peer Review Panel approved the permanent repair for the fissures near Fremont Street and a -
reinforcement at First Street. The material procurement process is now underway. Under the oversight
of the TIPA and the Peer Review Panel, the TIPA’s general contractor began repairs in January 2019,
- with a final repair schedule to be reported shortly. The TIPA expects the repairs will be made by the
" general contractor, and that associated costs will be covered by the responsible party.

Itis expected that at the next TIPA Board meeting on or about February 14, 2019, the Peer Raview Panel
will present-on the status of their efforts regarding the cause of the fissures in the girders.

While the Salesforce Transit Center remains ¢losed, transit agencies are providing bus service out of the
Temporary Terminal at Howard and Main streets. ' ‘

Seawall Lot (SWL} 337 and Pier 48 (Mission Rock)

Mission Rock is a mixed-use development at Seawall Lot 337 and Pier 48, Port-owned property comprising

approximately 28 acres. The Port’s development partner on the project is a partnership between the San

Francisco Giants and Tishman Speyer (called Mission Rock Partners). The approved development for

Misston Rock includes: approximately 8 acres of new public parks and open spaces, including a 5-acre

reglonal waterfront park; approximately 1,500 new rental housing units, 40 percent of which will be -
affordable to low- and moderate-income households; 1.0 to 1.4 million square feet of commercial space;

250,000 square feet of restaurant and retail space, approximately 3,000 parking spaces within a

. dedicated parking structure which will serve patrons of the San Francisco Giants’ Ballpark as well as

Mission Rock occupants and visitors; and the rehabilitation and reuse of historic Pier 48.

On November 3, 2015, 74% of San Francisco voters approved the Mission Rock Affordable Housing, Parks,
Jobs and Historic Preservation Initiative (Proposition D), which authorized increased height limits on the
Project Site. Environmental review for the project was successfully completed in October 2017, The Port
Commission approved the project’s CEQA findings and transaction documents in January 2018 and the
Mayor signed legislation approving the project and all associated transaction documents in March 2018.
In April 2018, State lands Commission made dete'rminations required under California statutes
regarding the Mission Rock development. Site preparation and ground improvement work is planned for
Fall 2019, and full project buildout is anticipated to occur in four phases over 15 to 30years.

Pier 70

Plans for Pier 70 call for substantial new development, new parks, and adaptive reuse of historic
“structures, on this 69-acre site. Goals of the plans are to preserve and reuse historic structures, retain
ship repair.operations, provide new open space, reactivate the site. Achieving these goals requires site
remediation and substantial new infrastructure. Some of the planning objectives have already been
“achieved — including the complete rehabilitation of 6 very significant historic buildings (through a Master
Lease with Orton Development, Inc.) and site prepal:ation for the new Crane Cove Park. Rehabilitation
of twe more historic structures are underway and will be complete in 2020. Construction of Crane Cove
Park is underway and anticipated to be opened around the sametime.

Located on the largest undeveloped portion of the site, the Port, OEWD, and Brookfield Properties (formerly,
Forest City), completed all project approvals in February 2018 for new mixed-use neighborhood on a 28-
acre portion of Pier 70 known as the Waterfront Site. Approvals included: passage of Proposition F by
San Francisco voters in November 2014 — the Union Iron Works Historic District Housing, Waterfront
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Parks, Jobs, and Preservation Initiative — which allowed for an increase in height limits on the
Waterfront Site to up to 90 feet; Mayoral signature on legislation approving the project in late 2017; and
State Lands Commission action on the project in February 2018. The Special Use District for the
neighborhood includes 9 acres of new parks, 1,600 to 3,000 residential units with 30% affordable
housing, rehabilitation and reuse of three historic buildings in the Union Iron Works Historic District,
almost 500,000 square feet of retail, arts, and light industrial space, and 1.1 to 1.7 million square feet of
commercial office. The project is anticipated to be developed in 3 phases over 15 to 25 years: The
* Brookfield team completed site preparations in 2018 and anticipates beginning Phase 1 infrastructure
construction in early 2019. The first buildings at the site are planned to be completed as early as 2021.

Moscone Convention Center Expansion Project

The Moscone Center Expansion Project will add approximately 300,000 square feet.and re-purpose an .
additional 120,000 square feet to the portion of the existing Moscone Center located on Howard Street
between 3rd and 4th Streets in the Yerba Buena Gardens neighborhood of San Francisco. Nearly 140,000
square feet of this additional space would be created by excavating and expanding the existing below-
grade exhibition halls that connect the Moscone North and South buildings under Howard Street, with

o

the remaining consisting of new and repurposed lobby area, new multi- purpose/meetmg room area, and
new and re- purposed building support area.

" The project proposes a new mid-block pedestrian entrance from Third Street and a replacement
pedestrian bridge connecting Yerba Buena Gardens with the cultural facilities and children’s playground
to the south. An additional enclosed pedestrian bridge would provide enhanced circulation for Moscone
convention attendees and reduce on-street congestion.

A May 2012 analysis by Jones Lang LaSalle Hotels estimated that the City would forego up to $2 billion in
revenue over the next decade if Moscone were not expanded. The project allows the City to recover
approximately $734 million of this future revenue and create 3,480 local jobs through a phased
construction schedule that keeps Moscone in continuous revenue generating operation.

The projéct is a joint partnership between the Ci{y and the hotel industry, acting through the Tourist
Improvement District Management Corporation, with the City paying approximately one-third of all
expansion costs and the hotel community paying approximately two-thirds. The Board of Supervisors '
unanimously approved the creation of the Moscone Expansion District and the issuance of $507 million
in Certificates of Participation on Februa.ry 5, 2013 and the Planning Commission unanimously approved
the project on August 15, 2014. On July 6, 2017, the City issued $412.0 million in Certificates of
Participation for the Moscone Convention Center Expansion Project, and there areno plahs o issue any
subsequent certificates for the expansion project. Project development began in December 2012, with
major construction starting in November 2014. The project aChlEVEd substant;al completion on
December 31, 2018.

CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND EXPENDITURES

Several constitutional and statutory limitations on taxes, revenues and expenditures exist under State law
which limit the ability of the City to impose and increase taxes and other revenue sources and to spend
such revenues, and which, under certain circumstances, would permit existing revenue sources of the City
1o be reduced by vote of the City electorate. These constitutional and statutory limitations, and future
limitations, if enacted, could potentially have an adverse impact on the City’s general finances and its
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ability to raise revenue, or maintain existing revenue sources, in the future. However, ad valorem property
taxes required to be levied to pay debt service on general obligation bonds was authorized and approved
" in accordance with all applicable constitutional limitations. A summary of the currently effective
limitations is set forth below.

Article XIIA of the California Constitution

Article XIlIA of the California Constitution, known as “Proposition 13,” was approved by the California
voters in June of 1978. It limits the amount of ad valorem tax on real property to 1% of “full cash value,”
as determined by the county assessor. Article XIlIA defines “full cash value” to mean the county assessor’s
valuation of real property as shown on the 1975-76 tax bill under. “full cash value,” or thereafter, the
appraised value of real property when “purchased, newly constructed or a change in ownership has
occurred” (as such terms are used in Article XIlIA) after the 1975 assessment. Furthermore, all real
property valuation may be increased or decreased to reflect the inflation rate, as shown by the CPl or
comparable data, in an amount not to exceed 2% per'year, or may be reduced in the event of declining
property values caused by damage, destruction or other factors. Article XIllA provides that the 1%
limitation does not apply to ad valorem taxes to pay interest or redemption charges on 1) indebtedness
approved by the voters prior to luly 1, 1978, 2) any bonded indebtedness for the acquisition or
improvement of real property approved on or after July 1, 1978, by two-thirds of the votes cast by the
voters voting on the proposition, or 3) bonded indebtedness incurred by a school district or community
college district for the construction, reconstruction, rehabilitation or replacement of schoot facilities or
the acquisition or lease of real property for school facilities, approved by 55% of the voters of the district
voting on the proposition, but only if certain accountability measures are included in the proposition.

The California Revenue and Taxation Code permits county assessors who have reduced the assessed
valuation of a property as a result of natural disasters, economic downturns or other factors, to
subsequently “recapture” such value (up to the pre-decline value of the property) at an annual rate higher
of lower than 2%, depending on the assessor’s measure of the restoration of value of the damaged
property. The California-courts have upheld the constitutionality of this procedure.

Since its adoption, Article XIlIA has been amended a number-of times. These amendments have created a
number of exceptions to the requirement that property be assessed when purchased, newly constructed
or a change in ownership has occurred. These exceptions include certain transfers of-real property
between family members, certain purchases of reblacement dwellings for persons over age 55 and by
property owners whose original property has been destroyed in a declared disaster, and certain .
improvements to accommodate persons with disabilities and for seismic upgrades to property. These
amendments have resulted in marginal reductions in the property tax revenues of the City. Both the

California State Supreme Court and the United States Supreme Court have upheld the validity of Article
Xit,

Article XI1IB of the California Constitution

Article XIlIB was enacted by California voters as an initiative constitutional amendment in November
1979. Article X1lIB limits the annual appropriations from the proceeds of taxes of the State and any city,
county, school district, authority or other political subdivision of the State to the level of appropriations
for the prior fiscal year, as adjusted for changes in the cost of living, population, and services rendered
by the governmental entity. However, no limit is imposed on the appropriation of localrevenues and
taxes to pay debt service on bonds existing or authorized by January 1, 1979, or subsequently authorized
by the voters. Article XlIIB includes a-requirement that if- an entity’s average revenues over two
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" consecutive years exteed the amount permitted to be spent, the excess would have to-be returned by

revising tax or fee schedules over the following two years. With voter approval, the appropriations limit
can be raised for up to four years. . .

Articles XNIC and XD of the California Constitution

Proposition 218, an initiative constitutional amendment, approved by the voters of the State in 1996, .
added Articles XIl C and XIIID to the State:Constitution, which affect the ability of local governments,
including charter cities such as the City, to levy and collect both existing and future taxes, assessments,
fees and charges. Proposition 218 does not affect the levy and collection of taxes for voter-approved debt.
However, Proposition 218 affects the City’s finances in other ways. Article XIlIC requires that all new local
taxes be submitted to the electorate for approval before such taxes become effective. Taxes for general

" governmental purposes of the City require a majority vote and taxes for specific purposes require a two-
thirds vote. Under Proposition 218, the City can-only continue to collect taxes that were imposed after -
January 1, 1995 if voters subsequently approved such taxes by November 6, 1998. All of the City’s local
taxes subject to such approval have been ejther reauthorized in accordance with Proposition 218 or
discontinued, The voter approval requirements of Article X Creduce the City’s fiexibility {o mianage fiscal
problems through new, extended or increased taxes. No assurance can be gi\/en that the City will be
able to raise taxes in the future to meet increased expenditure requirements.

In addition, Article XHIC addresses the initiative power in matters of local taxes, assessments, fees and
" charges. Pursuant to Article XIlIC, the voters of the City could, by initiative, repeal, reduce or limit any
existing or future local tax, assessment, fee or charge; su bject to certain limitations imposed by the courts
and additional limitations with respect to taxes levied to repay bonds. The City raises a substantial portion
of its revenues from various local taxes which are not levied to repay bonded indebtedness, and which
could be reduced by initiative under Article XIlIC. No assurance can be given that the voters of the City
will disapprove initiatives that repeal, reduce or prohibit the imposition or increase of local taxes,
assessments, fees or charges. See “OTHER CITY TAX REVENUES” herein, for a discussion of other City taxes
that could be affected by Proposition 218. '

With respect to the City’s general obligation bonds (City bonds secured by ad valorem property taxes),
the State Constitution and the laws of the State impose a duty on the Board of Supervisors to levy a
property tax sufficient to pay debt service coming due in each year. The initiative power cannot be used
to reduce or repeal the authority and obligation to levy such taxes which are pledged as security for
payment of the City’s general obligation bonds or.to otherwise interfere with performance of the duty
of the City with respect to such taxes which are pledged as security for payment of those bonds.

Article XIIID contains several provisions making it generally more difficult for local agencies, such as the
City, to levy and maintain “assessments” (as defined in Article X1iD) for local services and programs. The
City has created a number of special assessment districts both for neighborhood'business improvement
purposes and community benefit purposes and has caused limited obligation bonds to be issued in 1996
to finance construction of a new public Tight of way. The(City cannot predict the future impact of
Proposition 218 on the finances of the City, and no assurance can be given that Proposition 218 will not
have a material adverse impact on the City's revenues.

Statutory Limitations

On November 4, 1986, California voters adopted Proposition 62, an initiative statute that, among other
“things, requires (i) that any new or increased general purpose tax be approved by a two-thirds vote of the
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. local governmental entity’s legislative body and~by a majority vote of the voters, and (i) that any new or
increased special purpose tax be approved hy a two-thirds vote of thevoters.

In Santa Clara County Local Transportation Authority v. Guardino, 11 Cal. 4th 220 (1995) (the “Santa Clarg
decision”), the California Supreme Court upheld a Court of Appeal decision invalidating a one-half cent
countywide sales tax for transportatién purposes levied by alocal transportation authority. The California
Supreme Court based its decision on the failure of the authority to obtain a two-thirds vote for the levy
of a “special tax” as required.by Proposition 62. The Santa Clara decision did not address the question of
whether it should be applied retroactively. In McBrearty v. City of Brawley, 59 Cal. App. 4th 1441 (1997),
the Court of Appeal, Fourth District, concluded that the Santa Clara decision is to be applied retroactively

to require voter approval of taxes enacted afterthe adoptlon of Proposition 62 but before the Sunta Clara
decision.

The Santa Clara decision also did not decide, and the California Supreme Court has not otherwise decided,

whether Proposition 62 applies to charter cities. The City is a charter city. Cases decided by the California

Cou rts of Appeal have held that the voter approval requirements of Proposition 62 do not applyto certain

taxes imposed by charter cities. See Fielder v. City of Los Angeles, 14 Cal. App 4th 137 (1993) and Fisher
v. County of Alameda, 20 Cal, App. 4th 120 (1993).

" Proposition 62, as an-initiative statute, does not have the same level of authority as a constitutional -
initiative, but is analogous to legislation adopted by the State Legislature, except that it may be amended
" only by a vote of the State’s electorate. Since it is a statute, it is subordinate to the authonty of charter
cities to Impase taxes derived from the State Constitution. Proposition 218 (discussed above), however,

incorporates the voter approval requnrements lmtxally 1mposed by Proposmon 62 into the State
Constitution. '

Even if a court were to conclude that Proposition 62 applies to charter cities,the City’s exposure under
Proposition .62 may not be significant. The effective date of Propobsition 62 was November 1986. -
Proposition 62 contains provisions that apply to taxes imposed on or after August 1, 1985. Since August 1, .
1985, the City has collected taxes on businesses, hotel occupancy, utility use, parking, property transfer,
stadium admissions and vehicle rentals. See “OTHER CITY TAX REVENUES” herein. Only the hotel and
stadium admissions taxes have been increased since that date. The increases in these taxes were ratified
by the voters on November 3, 1998 pursuant to the requirernents of Proposition 218. With the exception
of the vehicle rental tax, the City continues to collect all of the.taxes listed above. Since these remaining

* taxes were adopted prior to August 1, 1985, and have not been increased, these taxes-would not be
subject to Proposition 62 even if Proposition 62 applied to'a chartercity.

Proposition 1A

Proposition 1A, a constitutional amendment proposed by the State Legislatire and approved by the
voters in Novernber 2004, provides that the State may not reduce any local sales tax rate, limit existing
local government authority to levy a sales tax rate, or change the allocation of local sales tax revenues,
subject to certain exceptions. As set forth under the lawsin effect as of November 3, 2004, Proposition 1A’
-generally prohibits the State from shifting any share- of property tax revenues allocated to local
governments forany fiscal year to schools or community colleges. Any change in the allocation of property
tax revenues among local governments within a county must be approved-by two-thirds of both houses
of the Legislature. Proposition 1A provides, however, that beginning in fiscal year 2008-09, the State may
shift to schools and community colleges up to 8% of local government property tax revenues, which-
amount must be repaid, with interest, within three years, if the Governor proclaims that the shift is

~*1818



. needed due to a severe State financial hardship, the shift is approved by two-thirds of both houses and
certain. other conditions are met. The State may also approve voluntary exchanges of Iocal sales tax and .
property tax revenues among local govemments within a county. :

Proposition 1A also provides that if the State reduces the annual vehicle license fee rate below 0.65% of
vehicle value, the State must pfovide lotal governments with equal replacement revenues. Further,
Proposition ‘1A requires the State to suspend State mandates affecting cities, counties and special
districts, excepting mandates relating to employee rights, schools or community colleges, in any year that
the State does not fully relmburse Iocal govemments for their costs to comply with such mandates

Proposition 1A may result in incteased and more stable City revenues. The magnitude of such incréase
and stability is unknown and would depend on future actions by the State. However, Proposition 1A eould
also result in decreased resources being available for State programs. This reduction; in turn, could affect
" actions taken by the State to resolve budget difficulties. Such actions could include increasing State taxes, .

decreasing aid to cities and spending on other State programs, or other actions, some of which could be
adverse to the City. '

Proposition 22

Proposition 22 (“Proposition 22”) which was approved by California voters in November 2010, prohibits
the-State, even during a period of severe fiscal hardship, from delaying the distribution of tax revenues
for. transportation, redevelopment, or. local government projects and services and prohibits fuel tax
revenues from being loaned for cash-flow or budget balancing purposes to the State General Fund or any .
other State fund. In addition, Proposition 22 generally eliminates the State’s authority to temporarily shift

. property taxes from cities, counties, and special districts to schools, temporarily increase a school and
community college district’s share of property tax revenues, prohibits the State from borrowing or |
redirecting redevelopment property tax revenues or requiring increased pass-through payments thereof,
and prohibits the State from realiocating vehicle license fee revenues to pay for State-imposed mandates. -
In addition, Proposition 22 requires a two-thirds vote of each house of the State Legislature and a public
hearing process to be conducted in order to change the amount of fuel excise tax revenues shared with -

" cities and counties. Proposition 22 prohlbxts the State from enacting new laws that require redevelopment
agencies to shift funds to schools or other agencies'(but see “San Francisco Redevelopment Agency
Dissolution” above). While Proposition 22 will not change overall State and local government costs or
revenues by the express terms thereof, it will cause the State to adept alternative actions to address its
fiscal and policy objectives, : ‘ -

Due to the prohibition with respect to the State’s ability to take reallocate, and borrow money raised by
local governments for local purposes, Proposition 22 supersedes ‘certain provisions ef Proposition 1A
(2004). However, borrewings and reallocations from local governments during 2008 are not subject to
Proposition 22 prohibitions. In addition, Proposition 22 supersedes Proposition 1A of 2006, Accordingly,
the State is prohibited from borrowing sales taxes or excise taxes oni motor vehicle fuels or changing the
allocations of those taxes ameng local governments except pursuant to speciﬁed' procedures involving
_public notices and hearings.

Proposition 26
On Novemberi 2010, the voters approved Proposition 26 (“Proposition 26”), revising certain provisions

. of Articles Xlil and Xlll of the California Constitution. Proposition 26 re-categorizes many State and local
fees as taxes requires local governments to obtain two-thirds voter approva[ for ‘caxes levied by local



governments, and requires the State to’obtain the approval of two-thirds of both houses of the State
Legislature to approve State laws that increase taxes, Furthermore, pursuant to Proposition 26, any
. increase in a fee beyond the amount needed to provide the specific service or benefit is deemed to be a
tax and the approval thereof will require a two-thirds vote. in addition, for State-imposed charges, any
tax or fee adopted after January 1, 2010 with a majority-vote which wotild have required a two-thirds vote
.if Proposition 26 were effective at the time of such adoption is repealed as of November 2011 absent the
re-adoption by thé requisite two-thirds vote.

Proposition 26 amends Article Xlll of the State Constitution to state that a “tax” means a levy, charge or
exaction of any kind imposed by a local government, except (1) a charge imposed for a specific benefit
conferred or privilege granted directly to the payor that is not provided to those not charged, and which
does not exceed the reasonable costs to the local government of conferring the benefit or granting the
" privilege; (2) a charge imposed for a specific government service or product provided directly to the payor
-that is not provided to those not charged, and which does not exceed the reasonable costs to the local
government of providing the service or product; (3) a charge imposed for the reasonable regulatory costs
to a lacal government for issuing licenses and permits, performing investigations, inspections and audits,
enforcing agricultural marketing orders, and the administrative enforcement and adjudication thereof;
(4) a charge imposed for entrance to or use of local government property or the purchase rental or lease
of local government property; (5) a fine, penalty, or other monetary charge imposed by. the judicial branch
of government or a local government as a result of a violation of law, including late payment. fees, fees
imposed under administrative citation ordinances, parkmg violations, etc.; {6) 2 charge imposed as a
condition of property development; or (7) assessments and property related fees imposed in accordance
with the provisions of Proposition 218: Fees, charges and payments that are made pursuant to a voluntary

contract that are not “imposed by a local government” are not considered taxes and are not covered by
Proposntlo‘n 26,

} Proposition 26 applies to any levy, charge or exaction imposed, increased, or extended by local
government on or after November 3, 2010. Accordingly, fees adopted prior to that date are not SUbJect
" tothe measure untll they are increased or extended.orif it is determined that an exemption applies.

If the Iocaligovernment spectﬁes how the funds from a proposed local tax are to be used, the approval
will be subjectto a two-thirds voter requirement. If the local government does not specify how the funds
from a proposed local tax are to be used, the approval will be subject to a fifty percent voter requirement.
Proposed local goverriment fees that are not subject to Proposition 26 are subject o the approval of a
majority.of the governing body. In general, proposed property charges will be subject to a majority vote
of approval by the governing body although-certain proposed property charges will also require approval
by a majority of property OWners. ’

Future lmtlatlves and Changes in Law

The laws and Constrtutional provnsions described above were each adopted-as.measures that qualified for
the ballot pursuant to the State’s initiative process. From time to time other initiative measutes could be '
adopted, further affecting revenues of the City or the City's ability to expend revenues, The nature and
impact of-these measures cannot be antmpated by the City.

On April 25, 2013, the California Su preme Court in McWilliams v. City of Long Beach (April 25, 2013, No.
5202037),-held that the claims provisions of the Government Claims Act. (Government Code Section 900
et. seq.) govern local tax and fee refund actions (absent another State statue governing the jssue), and



that local ordinances were without effect. The effect of the McWilliams case is that local governments

could face class actions over disputes involving taxes and fees. Such cases could expose local governments

to significant refund claims in the future. The City cannot predict whether any such class claims will be
_filed against it in the future, the outcome of any such claim or its lmpact on the Clty

LlT!GATlON AND RISK MANAGEMENT
Pending Litigation

There are a number of !aWSurts and c|a|ms routinely pending against the City, including those summarized
in Note 18 to the City's CAFR as of June 30, 2017. Included among these are a number of actions which if

-, successful weuld be payable from the City’s General Fund: in the opinion of the City Attorney, such suits

and claims presently pending will not materially impair the ability of the City to pay.debt service on its
General Fund lease obligations or other debt obligations, nor have an adverse tmpact on City finances.

Millennium Tower is a 58- ~story luxury residential building completed in 2009 and located at 301 Mission

treet in downtown San Francisco. On August 17, 2016, some owners of condominiums in Millennium

~ Tower filed a lawsuit, San Francisco Superior Court No. 16-553758 (the “Lehman Lawsuit”) against the

. Transhay Joint Powers Authority (“TIPA”) and thé-individual members of the TIPA, including the City. The

- TIPA'is a joint exercise of powers authority created by the City, the Alameda-Contra Costa Transit District,
the Peninsula Corridor Joint Powers Board, and Caltrans(ex dfﬁcid). The TIPA is responsible under State -
law for developing and operating the Salesforce Transit Center, which will be a new regional transit hub
located near the Millennium Tower. See “MAJOR ECONOMIC DEVELOPMENT PROJECTS — Salesforce
Transxt Center (formerly known as the ”Tra nsbay Transit Center”).”

The TIPA began excavation and construction of the Salesforce Transit Center in ZOID after the
Millennium Tower was completed. In brief,-the Lehman Lawsuit claims that the constructlon of the
Salesforce Transit Center harmed the Millennium Tower by causing it fo settle into the soil more than
planned and tilt toward the west/northwest, and the owners claim unspecified monetary damages for
inverse condemnation and nuisance. The TJPA has asserted that the Millennium Tower was already
sinking more than planned and tilting before the TIPA began construction of the Salesforce Transit
Center and that the TIPA took precautionary efforts to avoid exacerbating the situation. In addition to
the Lehman Lawsuit, several other lawsuits have been filed against the TIPA related to the subsidence .

and tilting of the Millennium Tower. [n total, eight lawsuits have been filed against TJPA and a total of
four of those name the City. -

" In addition to the Lehman Lawsuit, the City is named as a defendant in a lawstit filed by the owners of a -
single unit, the Montana Lawsuit, Sai Francisco Superior Court Case No. 17-558649, and in two lawsuits
filed by owners of multiple units, the Ying Lawsuit {Case No. 17-559210) and the Turgeon Lawsuit (Case
No. 18-564417). The Montana, Ying and Turgeon Lawsuits contaif similar claims as the Lehman Lawsuit.
The. City continues to evaluate the lawsuits, and the subject matter of the lawsuits, and is engaged in
discovery, but cannot now make any prediction as to the outcome of the lawsuits, or whether the
lawsuits, if determined adversely o the TiPA or the City, would have a materlal adverse impact on City
fmances :
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" Risk Retention Program } : ’ -

Citywide risk management is coordinated by the Risk Management Division which reports to the Office of
the City Administrator. With certain exceptions, it is the general policy of the City not to purchase
.commercial liability insurance for the risks of losses to which it Is exposed but rather to first evaluate self-
insurance for such risks. The City believes that it is more economical to manage its risks internally and
administer, adjust, settle, defend, and pay claims from budgeted resources (i.e., “self-insurance”). The
City obtains commercial insurance in certain circumstances, including when required by bond or lease

financing covenants and for other limited purposes. The City actuarially determines liability and workers’
" compensation risk exposures as permitted under State law. The City does not mamtam commerc;al
earthquake coverage with certain minorexceptions.

The City’s decision to obtain commercial insurance depends on various factors including whether the
facility is currently under construction or if the property is owned by a self-supporting enterprise fund
department. For new construction projects, the City has utilized traditional insurance, owner-controlled
" insurance programs or contractor-controlled-insurance programs. Under the latter two approaches, the
~ Insurance program provides coverage for the entire construction broject. When a'traditional insurance
program is used, the City requires each contractor to provide its own insurance, while ensuring that the
full scope of wark be covered with satisfactory limits. The majority of the City’s commercial insurance
coverage is purchased for enterprise fund departments and other similar revenue-generating
departments {i.e. the Airport, MTA, the PUC, the Port and Convention Facilities, etc.). The remainder of
the co'mmercial. insurance coverage is for General Fund departments that are required to provide
coverage for bond-financed facilities, coverage for collections at City-owned museums and to meet
statutory requirements for bonding of various public officials, and other limited purposes where
reqmred by contract or otheragreement.

: Thro‘ugh coordination between the City Con’croller and the City Attorney’s Office, the City’s general liability
risk exposure is actuarially determined and is addressed through appropriations in the City’s budget and
also reflected in the CAFR. The appropriations are sized based on actuarially determined anticipated claim .
payments and the projected timing of disbursement.

The City actuarially estimates future workers” compensation costs to the City according to a formula based
on the following: (i) the dollar amount of claims; (i) yearly projections of payments based on historical
experience; and.{iii) the size of the department’s payroll. The administration of workers’ compensation”
claims, and payouts are handled by the Workers’ Compensation Division of the City’s Department of
Human Resources. The Workers’ Compensation Division determines and allocates workers’ compensation
costs to departments based upon actual payments and-costs associated with a department’s injured
workers’ claims. Statewide workers’ compensation reforms have resulted in some City budgetary savings
in recent years, The City continues to develop and implement programs to lower or mitigate workers’
compensation costs. These prograims focus on accident prevention, transitional return to work for injured
workers, improved efﬁcnencies in clalms handhng and maximum utlllzatxon of medical cost containment
strategtes

" The City’s estimated liability and workers compensation risk exposures are summarized in Note 18 tothe
City’s CAFR.
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NOTICE OF INTENTION TO SELL

$ " .

CITY AND COUNTY OF SANFRANCISCO
REFUNDING CERTIFICATES OF PARTICIPATION,
SERIES 2019-R1
(MULTIPLE CAPITAL IMPROVEMENT PROJECTS)

NOTICE IS HEREBY GIVEN that the City and County of San Francisco (the “City”) intends to
offer the above-captioned certificates of participation (the “Certificates”) fot public sale on:

, 20197

at | | a.m." (California time)

(subject to modification, postponement or cancellation in accordance
with the Official Notice of Sale)

by eléctronic bids only through Ipreo LLC’s BiDCOMP™/PARITY® System (“Parity”).

The City reserves the right to postpone or cancel the sale of the Certificates prior to the time bids

are to be received or to change the terms-thereof upon notice given through Thomson Reuters and/or

" Bloomberg Business News (collectively, the “News Services™) andfor Parity as described herein below. If

no bid is awarded for the Certificates, the City may reschedule the sale of the Certificates to another date
or time by providing notification through Parity and/or the News Services.

The Certificates will be offered for public sale subject to the terms and conditions of the Official
Notice of Sale, dated on or atound 2019 (the “Official Notice of Sale”) relating to the Certificates.
Additional information regarding the proposed sale of the Certificates, including copies of the Preliminary
Official Statement for the Certificates, dated on or around ;2019 (the “Preliminary Official
Statement™), and the Official Notice of Sale, are expected to be available electronically at Ipreo Prospectus:
www.i-dealprospectus.com on or around " ,2019, and may also be obtained from either of the City’s
Co-Municipal Advisors: () PFM Financial Advisors LLC, 50 California Street, Suite 2300, San Francisco,
California 94111, telephone 415-982-5544, attention: Sarah Hollenbeck (email: hollenbecks@pfm.com);
or (i) NHA: Advisors, 4040 Civic Center Drive, Suite' 200, San Rafael, California 94903, telephone 415-
785-2025 x 2001, attention: Craig Hill (email: craig@NHAadvisors.com). Failure of any bidder to receive
such notice shall not affect the legality of the sale. ' '

Other than with respect to postponement or cancellation as described above, the City reserves the
" right to modify or amend the Official Notice of Sale in any respect, as more fully described in the Official
Notice of Sale; provided, that any such modification or amendment will be communicated to potential
-bidders through Parity and/or the News Services not latér than 1:00 p.m. (California time) on the business
day preceding the date for receiving bids for the Certificates or as otherwise described in the Official Notice
of Sale. Failure of any potential bidder to receive notice of any modification or amendment will not affect
the sufficiency of any such natice or the legality of the sale. The City reserves the right, in its sole discretion,
to reject any and all bids and to waive any irregularity or informality in any bid which does not materially

- Prelirdinaly, subject to change.
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affect such bid or change the ranking of the bids.

Dated: L2019 .
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OFFICE OF THE MAYOR
SAN FRANCISCO

 To:

From:

Date:
Re:

LONDON N. BREED
MAYOR

Aungela Calvillo, Clerk of the Board of Supervisors

Kelly Kirkpatrick, Mayor’s Budget Director
May 31,2019

Mayor’s FY 2019-20 and FY 2020-21 Budget Submission .

Madam Clerk,

In accordance with City and County of San Francisco Charter; Article IX, Section 9,100, the Mayor’s

Office heteby submits the Mayor’s proposed budget by June 1%, oonespondmg Iegxsla'aon and related
materials for Fiscal Year 2019-20 and Fiscal Yeat 2020-21.

In addition to the Annual Appropriation Ordinance, Annual Salary Ordinance, and Mayor’s Proposed FY
2019-20 and FY 2020-21 Budget Book, the following itéms are included in the Mayor’s submission:

L]
@

e

The budget for the Office of Community Investment and Infrastructure for FY 2019-20 .
18 separate pieces of legislation (see list attached)

A Transfer of Function letter detailing the transfer of positions ﬁom one City department to
another, See letter for more details,

An Tnterim Exception letter

A letter addressing funding levels for nonprofit corporations or public entmes for the coming two
fiscal years :

- If you have any questions, please contact me at (415) 554-6125.

Sincerely,
w o
= ~y . [ep]
=. mj[v—
3 Py
Kelly Kirkgatrick : . 4 CANE mOE
s s . . i —& (43
Mayor’s Budget Director , A . LN W m ey
{ON] & omen
» : o - e
- » ’ AN
cc:  Members of the Board of Supervisors ' . C o~ e
~ ‘ R
Harvey Rose : : o O
. ' o
. Controller od

1 DR. CARLTON B. GOODLETT PLACE, Room 200
SaAN Francisco, CALIFORNIA 84102-4681 -
" TELEPHONE: %415} 554-6141
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Budgert &

Administrative Coda - Eliminating Fines fqr Dverdue'L]brary Materials

Finanse ) Tope of
DERT" | Committes . Deseriptinn ar Tide of Legislation Legislatio
’ Calemdayr - eqEatan
Date .
CON 1 Ju;a [r:sl:l;il;borhoud Beautifioation and Graffiti C{ean—up Fund Tar Designanon ' Ordinanbe
CON 2-dun Z}i;olu'uon Adjusting the Accessline Tanwith the\Consumer Privelndex of Bes c;lutl on'.
CD.N f2-dun Proposition J Contract Certification Speci.f]ed Contracted- Dut Serdoes Hesolutior
Previously Approved )
Ordinange Autharizing Retunding Certifioates of Participation, Sefes2019- | - -
.CDN 12-dun Ri{ultiple Capital Inprovement Projects) - Not to Exceed $180,000,000 Crefnance
T . Offiee of Community Investment and lnfrasuuéture, operating as Sucpeassor
ool A2-dun Agenoytathe Ban Francisco Redevelopment Agenoy, Fiscal Year 2019-20 | Resoludon
Interim budget
. Dffioe of Community Investment and lnfrashucture, operating a5 Suacessar
och )12~Jun Rgenoy tathe San Franciseo Redevelopment Agenoy, Fisoal Year 2018-20 | Resolution
) . | Budget - Bohdlssusnoe Mot to Excaed $40,714, 400 -
PUC Appropnatlng $12 218 229inthe San Francisco Pubha Utlities Commission, )
PﬁT FXlIFI 12-dun,  JandBe- Appropiation and Re-Appropdation— Expenditwres of $2,4315051n | Ordinance
. ‘ : the Por: Commission and Aliport Commisston < FY2019-2020
Appropriation -~ Clty and County of San Franelseo RefundingCentfioates of
con “13-dun Parrlmpatlon of $160,000,000 and Deappropnaung $168,500,000 ~FY 2013~ | Ordinange
(20
. Aocept and Frpend Grants - State Transponauon Deve]opment P.ct, Amole
. DPW 13-dun, |2~ Pedestian arid Bloyole Proieots ~$572.438 Resolution
FR - .« 13dun Fire Code -SFFD Fee Amendment Ordinance
REC 13-dun " | Park Code ~Marina Guest Dooldng‘Fees " Drdinance
REC 3-dun | PakCoda~ Noriﬂeﬂdent Fees at Ceptaln Speofaly Atraotions Ordinanes
" REC 13-Jun -P;ark Code -Tempotany Surok.marge atJapanese Tes Gawden .| Crdinance,
i Resolutonto }\pply for, Accept, and Espend $625, UUU in Callfornia SB 2. :
LRC R Holun Planning Brant Program funds Resolutton
" | Atoept and Expend Grants - Reouring Sxale Grant Funds - Depa\'tment of
.DPH 14~'Jun | Publio Health~ FY2018~2020 Hesolution
HOM e ' Homelessness and Suppoftlue Housing Fund ~ FY's 201320 and 202021 Resolution
. " ERpendimie Plans o o
i | Aooept and Expend Grant—~ Friends of San Francisos Public Librarp - Bnnual
LB 4-dun {Srant Award, 2019-20~ Up ta $BDT" 820 of In-kind Gifts, Bervives and Cash | Resoluton
- MQDiL
B 14'—Jun Ordinance:
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OFFICE OF THE MAYOR LONDON N. BREED

SAN FRANCISCO MAYOR
TO: Angela Calvillo, Clerk of the Board of Supervisors %\(/
FROM: Sophia Kittler
RE: Ordinance Authorizing Refunding Certificates of Participation, Series

2019-R1 (Multiple Capital Improvement Projects) — Not to Exceed
- $160,000,000
DATE: May 31, 2019

Ordinance authorizing the execution and delivery of Certificates of Participation,
in one or more series from time to time, on a tax-exempt or taxable basis,
evidencing and representing an aggregate principal amount of not to exceed
$160,000,000 to refinance certain certificates of participation that financed
various capital improvement projects and finance certain additional capital
improvements; approving the form of a Third Supplement fo Trust Agreement
between the City and County of San Francisco and U.S. Bank National
Association, as trustee (“Trustee”) (including certain indemnities contained
therein); approving respective forms of a Third Supplement to Property Lease
and a Third Supplement to Project Lease, each between the City and the Trustee -
for the lease and lease back of all or a portion of certain real property and
improvements located at 375 Laguna Honda Boulevard or other property as-
determined by the Director of Public Finance; approving the form of two separate
Escrow Agreements (including certain indemnities contained therein), between
the City and U.S. Bank National Association, as escrow agent (“Escrow Agent”);
approving the form of an Official Notice of Sale and a Notice of Intention to Sell
the Certificates of Participation; approving the form of an official statement in
preliminary and final form; approving the form of a Continuing Disclosure
Certificate; granting general authority to City officials to take necessary actions in
connection with the authorization, sale, execution and delivery of the Certificates
of Participation; approving modifications to documents; and ratifying previous
actions taken in connection therewith.” :

Should you have any questions, please contaot Sophla Kittler at 415-554- 6153 e

1 DR. CARLTON B. GOOBLETT PLACE, Room 200
SAN FRANCISCO, CALIFORNIA 941024681
TELEPHONE! %415) 554-6141
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