" File No. . Qﬂ’&fd(‘?"i | " Committee Item No. W
' -Board Item No. 2 O_

COMMITTEE/BOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

Committee: Budqet'&‘Finahce Committee Date_ Vebhnang 2, 2020

Board of Supervisors Meeting . Date Maveh = 2020
Cmte Board ,~ |

Motion A
Resolution
Ordinance -
Legislative Digest
Budget and Legislative Analyst Report :
Youth Commission Report :
Introduction Form
. Department/Agency Cover Letter and/or Report
MouU
Grant Information Form
Grant Budget
Subcontract Budget
Contract/Agreement
Form 126 — Ethics Commission
Award Letter
Application
Public Correspondence

D

< =<
DBDDDDDDD@DD@DDED

OTHER  (Use back side if additional space is needed)

I
0

Completed by:_-Linda Wong - Date r:,'vmmm 20, 2520
* Completed by:_Linda Wong - Date E«brum\’) 2,1 220

911



—

(@) E-N w ] - o «© o0 ~ [e)) &} BN w N —

O © o N o o N~ W N

AMENDED IN COMMITTEE
2/26/2020

FILE NO. 200089 ' ‘ RESOLUTION NO.

. [Debt Policy f,Controllér's Office of Public Finance]

Resolution approving the Cbntroller's Office of Public Finance Debt Policy in
accordance with California Government Code Section 8855 and determining other

matters in connection therewith.

WHEREAS, The Contr_oller's Office of Public Finaﬁce ("Office of Public Finance")
manages the issuance, sale and administration of the City's general fund and certain other |
special tax backed bonded indebtedness; and _

WHEREAS, The Office of Public Finance has reviewed and updated a document
entitled “Debt Policy of the City and County of San Francisco” (“Debt Policy”) on file with the

: Clerk of the Board of Supervisor in File' No. 200089 that sets forth the debt management

‘policies and procedures of the City to effectively manage the debt issuance process and

administer the City's outstanding Office of Public Finance manéged indebtedness; and

WHEREAS, The Debt Policy is intended to establish debt policy objectives (e.g.

- maintaining moderate debf and debt service levels, maintain highest practical credit ratings,

improve the quality of decision-making processes, provide guidelines for appropriate debt’

structures, establish processes and internal controls for the observance of debt issuance and .

"~ debt administration legal requirements, and demonstrate a commitment to best practices in

municipal debt planning, issuance and management); and

WHEREAS, The Government Finance Officers Association, a non—proﬁt entity

representing public bodies to develop and recommend standards and proéedures for

“government financial management, recommends as a best practice the formal adoption of

debt policies as a sound financial management practice to guide debt issuance and

Mayor Breed ‘
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administration decision making; and
WHEREAS, Government Code Section 8855 requires, among other things, that local

governments certify 30 days prior to the sale of any bdr_\ds that it has adopted debt policies in

accordance with the requirements of Government Code Section 8855; and

WHEREAS, The Board of Supervisors has previously adopted resolutions approving
the Office of Public Finance .Debt Policy as modified from time to time, including Resolution
250-17 adopted on June 13, 2017, signed by the Mayor on June 22, 2017 and Resolution 53-
19 adopted on January 29, 2019, signed by the Mayor on Febfuary 8, 2019; and

WHEREAS, The Office of Public Finance has recently undertaken its periodic review of
the Debt Policy to, among other things, refine certain of the City’s disclosure practices, and |
make other clarifying changes; and

WHEREAS,-The Board of Supérvisors now desires to formally adopt the Debt Policy of
the City; now, therefore, be it |

RESOLVED, That the foregoing recitals are true and correct; and, be it

FURTHER RESOLVED, That the Office of Public Finance's Debt Policy is hereby
approved; and, be it

.FURTHER RESOLVED, That the Controller or the Director of the Office of Public.
Finance, in consultation with the City Attorney, is hereby authorized and directed to make
such changes to the Debt Policy to take into account changes in law or regulatory guidance;
provided that such changes shall be filed with the Clerk of the Board within 30 days of any
such change with a brief memorandum explaining the nature of the change; and, be it
I |
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FURTHER RESOLVED, That this Resolution shall take efféct immediately upon its

adoption.

APPROVED AS TO FORNM:

DENNIS J. HERRERA
City Attorne

By: _

Deputy City Attorney '
n:\ffinanc\as2020\1300182\01431268.docx

Mayor Breed
BOARD OF SUPERVISORS

Mark D, Blake U/’ | \\/
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BUDGET AND FINANCE COMMITTEE MEETING : FEBRUARY 26, 2020

ltems 1,2 and 3 . Department:
Files 20-0088, 20-0089 & 20-0038 | Office of Public Finance
(Cont/nued from February 12 2020)

n

.;"VEXECUTIVE SUMMARY

Leglslatwe Ob]ectlves
File 20-0089 is a resolution approving the City’s Debt Policy, as recommended by the
Controller’s Office of Public Finance.

File 20-0088 is a resolution authorizing the issuance of up to $1,482,995,000 in refunding
bonds to refund outstanding general obligation bonds. The refunding bonds would be sold
in series, with the first series to be sold in 2020 in the amount of $255,000,000. A
File 20-0038 is an ordinance appropriating up to $255 million in bond proceeds for
refunding bonds, as authorized in File 20-0088.

Key Points

. File 20-0089 revises the City’s Debt Policy to conform to Security and Exchange Commission

rules regarding a municipality’s disclosure policies to bond holders and potential investors.
File 20-0088 authorizes the Office of Public Finance to issue refunding bonds of up to

1$1,482,995,000 to refund outstanding general obligation bonds. The refunding bonds could

be issued in multiple series through June 30, 2025; the first series authorized by the
proposed resolution would be $225,000,000 to be sold in the spring of 2020. Future
issuances would be subject to Board of Supervisors approval.
' Fiscal Impact
Estimated debt service savings from the issuance of SZSS 000,000 in refunding bonds is
$31.64 million,
Recommendations

Amend Resolution 20-0089 to state: “The Controller or the Director of the Office of Public
Finance, in consultation with the City Attorney, is hereby authorized and directed to take
into account changes in federal or state law or regulatory gundance changes—in—best

eedewaable prov1ded that such changes shail be ﬂled Wlth the Clerk of the Board within 30
days of any such change with a brief memorandum explaining the nature of the' change.”
Amend File 20-0088, Section 4(c)(i) to state: “The City’s current policy, based on GFOA
recommended standards, is that the present value of the savings on debt service of each
series of refunding bonds will be 3 percent or greater in total than the present value of the |-
par of the bonds to be refunded. The discount rate to calculate present value should be
either ('a)vtrue interest cost ofthe series of the refunding bonds, or (b) the discount rate that
equates future debt service costs to the series of refunding bonds to their purchase price.”
Amend File 20-0088, Section 4{c)(ii) to add: “The Series of Bonds shall not have a true
interest cost in excess of twelve percent (12%), as is mandated by Title 5, Article 4.5, Section
53508(d) of the California Government Code”. '

Approve File 20-0088 as amended and File 20-0089 as amended.
Approve File 20-0038,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING : , FEBRUARY 26,2020

MANDA‘fE STATEMENT |

File 20-0089: California Code Section 8855 requires that local governments certify 30 days prior
to the sale of any bonds that it has adopted debt policies.

File 20-0088: City Charter Section 9.109 authorizes the Board of Supervisors to approve the
refunding or general obligation bonds which are expected to result in net debt service savings.

File 20-0038: City Administrative Code section 3.15 requ1res Board of Supervnsors approval for
, supplemental approprlatlon ordinances.

|BACKGROUND

The City’s Debt Policy

California Senate Bill (SB) 1029 provides for the issuer of state or local government debt, no later
than 30 days prior to the issuance of debt, to certify that the issuer has adopted local debt polices
and that the issuance is consistent with the debt policies. The Board of Supervisors previously
approved the City’s Debt Policy as recommended by the Controller’s Office of Public Finance in
January 2019 (File 18-1227).

DETAILS OF PROPOSED LEGISLATION

The Board of Supervisors is being asked to approve the following resolutions and ordinance:

» File 20-0089: The proposed resolution approves the City’s Debt Policy, as recommended '
by the Controller’s Office of Public Finance.

e File 20-0088: The proposed resolution authorizes the issuance of up to $1,482,995,000 in.
refunding bonds to refund outstanding general obligation bonds. The refunding bonds
would be sold in series, with the first series to be sold in 2020 in the not-to-exceed amount
of $255,000,000.

= File 20-0038: The proposed ordinance appropriates $255,000,000 of tHe refunding bond
series to be sold in 2020.

File 20-0089: The proposed changes 1o the Cify’s Debt Policy include:
Change to Negotiated Sales Provision

Currently, the Debt Policy authorizes the Director of Public Finance in consultation with the
Controller to determine if new money and refunding bonds may be issued through a negotiated
rather than a competitive sale under the following conditions: (1) deterioration in the City’s credit
rating or outlook; (2) market disruptions outside of the City’s control, including new or proposed
changes in taxation or sector risks; and (3) transactions consisting of variable rate debt,
commercial paper, non-traditional debt structure, or public/private partnerships.

Under the proposed Debt Policy, the City’s municipal advisor(s) would also be included in thé
consultation of when new or refunding bonds may be issued through a negotiated sale. In

~ SAN FRANCISCO BOARD OF SUPERVISORS : ‘BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE IMEETING ' : FEBRUARY 26, 2020

addition, “complex refunding” would be added as a transaction that may be issued through a
negotiated sale.

Changes to Disclosure Provisions

Appendix | of the Debt Policy details the City’s Municipal Finance Disclosure Policies and
Procedures. The changes to Appendix | are required to conform with recent changes to Security
and Exchange Commission (SEC) Rule 15¢2-12, regarding a municipality’s disclosure palicies to
bond holders and potential investors. The changes pertain primarily to the Disclosure Practice
Working Group, and outline in specific detail the City’s procedures and guidelines surrounding its
obligation to disclose (1) certain listed events that could impact credit rating, credit quality, and
default probability; (2) changes in financial and economic circumstances that affect repayment
capacity; and (3) any changes in the rights of bond holders that could expose owners to increased
risk and financial liability. Such events or changes will need to be disclosed electronically within
10 business days and made public to investors through a disclosure announcement that will be
posted on the Municipal Securities Rulemaking Board Electronic Municipal Market Access
system.

Other proposed changes to Appendix | include:

= Providing for the Office of Public Finance to develop additional disclosures for bonds
issued by Community Facilities Districts or Infrastructure Financing Districts or Special
Assessment Districts, and for Green Bonds, unrelated fo federal and state secunty laws;
and :

= Provisions (1) for disclosure documents for issuers of conduit financing (such as multi-
family revenue bonds) to indemnify the City against untrue statements in the disclosure
documents; and (2) for offering statements to contain disclaimers that the information
supplied by the City is limited.

File 20-0088: The proposed resolution authorizes the issuance of up to $1,482,995,000 in
refunding bonds to refund outstanding general obligation bonds. The refunding bonds would be
sold in series, with the first series to be sold in 2020 in the not-to-exceed amount of
$255, OOO 000.

The proposed resolution approves actions and documents (lncludmg modifications) for the
issuance of the refunding bonds, including:

= The form and terms of the refunding bonds and execution, authentlcatlon, and
registration of the refunding bonds;

= Appointment of depositories, verification agents and other agents for the refundmg
bonds;

= The property taxievy for repayment of the refundmg bonds;

= Procedures for the ccmnetltlve or negotlated sales, including the forms of the Official
Notice of Sale and Notice of Intention to Sale, and the selection of underwriters and the
execution and delivery of bond purchase contracts;

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING : FEBRUARY 26, 2020

m  The execution, delivery, or distribution of continuing disclosure certificates, escrow
agreements relating to the prior general obligation bonds, and Preliminary Official-
Statement and Official Statement for sale of refunding bonds in an amount not-to- exceed
$255 million; and

=  Payment of costs of issuance.
Terms of Refunding Bonds

As noted above, the proposed resolution would authorize the sale of the first series of refunding
bonds in 2020 in an amount not-to-exceed $255 million, Future sales would be sgbjecf to Board
of Supervisors approval. The terms for the sale of refunding bonds include:

= Debt service on the refunding bonds should result in present value savings of 3 percent
of the outstanding principal amount on the prior general obligation bonds;

= True interest cost of the refunding bonds should not exceed 12 percent;*

x  The maturity date of the refunding bonds is no later than the maturity date of the prior
general obligation bonds;

= Costs of issuance of the refunding bonds does not exceed 2 percent of the prlncrpal
amount of the bonds;

» The purchase price of the refunding bonds is not less than the par amount of the bonds;

n lf the refunding bonds are sold through a negotiated sale, the underwnter s d!scoun’c2
cannot exceed 1 percent; and

= |f the refunding bonds are sold using credit enhancements (such as bond insurance or
letters of credit), the present value savings of using the credit enhancements must exceed
the cost of the credit enhancements.

Under the proposed resolution, the Director of Public Finance determines the amount, date, and- »
other provisions for the future sale of refunding bonds, up to the authorized amount of
$1,482,995,000. As noted above, future sales of refunding bonds would be subject to Board of

* Supervisors approval.

In order to clarify the intent of the proposed resolution (File 20-0088):

= Section 4( )(i), which provides for present value savings of 3 percent of the outstanding
principal amount on the prior general obhgatlon bonds, should be revised to state: “The
City's current policy, based on GFOA recommended standards, is that the present value
of the savings on debt service of €ach series of refunding bonds will be 3 percent or
greater in total than the present value of the par of the bonds to be refunded. The
discount rate to calculate present value should be either (a) true interest cost of the series

.1 “True interest cost” is the rate that sets the present value of principal and interest payments equal to the net
proceeds from the bond issuance, '
2 The “underwriter's discount” is the difference between the price paid to the issuer of the bonds and the price at
which the bonds are offered for sale to investors. - '

SAN FRANCISCO BOARD OF SUPERVISORS ‘ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' FEBRUARY 26, 2020

of the refunding bonds, or (b) the discount rate that equates future debt service costs to
the series of refunding bonds to their purchase price.”

= Section 4(c)(ii), which provides for the true interest cost of the refunding bonds, should
be revised to add: “as is mandated by Title 5, Article 4.5, Section 53508(d) of the California
Government Code.” '

- Outstanding General Obligation Bonds

‘T'he City previously issued series of general obligation bonds totaling $3,125,290,000 between
2008 and 2018 which contain principal maturities that are currently outstanding and could be
optionally redeemed before June 15, 2025, as authorized by File 20-0088, of which
$1,842,405,000 is outstanding, as shown in the Attachment. The proposed ordinance would
authorize refunding of $1,482,995,000 of the outstanding balance of $1,842,405,000.

The Office of Public Finance has identified $2é>3 095,000 in outstanding general obligation bonds
to be refunded by a maximum par of $255,000,000 in refundmg bonds to be sold in 2020, as
shown in Exhibit 1 below.

Exhibit 1: Series 2020-R1 General Obligation Refunding Candidates

. -‘ - f .
Prior Bords Original Par  Refundable Par

: Amount ' Amount
Refunding Series 2008-R1 - . $232,075,000 $3,480,000
Series 2010 E (Earthquake Safety and Emergency Response, 2010) 79,520,000 . 35,730,000
Series 2012A (Earthquake Safety and Emergency Response, 2010) 183,330,000 108,025,000
Series 20128 (Clean‘& Safe Neighborhood Parks, 2008) ' 73,355,000 ‘ 42,425,000
Series 2012C (Road Repaving & Street Safety, 2011) . 74,295,000 43,435,000
Total - $642,575,000 $233,095,000

Source: Office of Public Finance

File 20-0038 is an ordinance that would appropriate up to $255 million in bond proceeds, shown
in Exhibit 2 below. According to the Office of Public Finance, total estimated bond proceeds are
$238.0 million, including the estimated par amount of refunding bonds of $198.9 million and a
-premium paid by investors of $39.1 million above the par amount?, as shown in Exhibit 2-below.

According to the Office of Public Finance, the estimated amount to be refunded in $236.8 million,
which includes $233.1 million in principle balance (see Exhibit 1 above) and $3.7 million in
interest accrual prior to the refunding of the bonds. Issuance costs of $1.2 million result in total
bond uses of $238.0 million, as shown in Exhibit 2 below.

The variance between estimated bond sources and uses of $238.0 million and the appropriation
amount of $255.0 million are to provide a reserve for market uncertainty and potential interest
rate changes.

3 A premium bond trades above the face value of the bond. Investors may pay a premium if the fixed interest rate is
expected to be hlgher than the market interest rate over the term of the bond. :

SAN FRANCISCO BOARD OF SUPERVISORS , A BUDGET AND LEGISLATIVE ANALYST
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Exhibit 2: Estimated Source & Uses of 2020 Refunding Bonds

Sources Appropriation Estimated
‘ (File 20-0038) Actuals

Refunding Bond Proceeds , ‘ '
Par Amount “ $198,925,000
Premium - , : ‘ 39,099,597
Total Sources $255,000,000 $238,024,597
Useé ‘ : .
Refunding Escrow ' ‘ $253,219,913 ' $236,800,136

Delivery Date Expenses '

Cost of Issuance - | 951,337 905,805
Underwnter s Discount” - ' 828,750 318,656
Subtotal Dehvery Date Expenses - 1,780,087 1,224,416
. Total Uses o $255,000,000 $238,024,597
Reserve for Market Uncertainty S0 16,975,403
© Not-to-Exceed Par Amount . $255,000,000 $255,000,000

Source: Office of Public Finance, Montague DeRose and Associates, LLC

Debt Service Sawngs

According to the Office of Public Finance, based on bond marlket conditions as of January 24,

2020, the City could issue Series 2020-R1 tax- exempt refunding bonds in the Spring of 2020 in

order to realize savings. Based on current market conditions, the Office of Public Finance
~ estimates that the Series 2020-R1 refunding bonds will be sold at an interest rate of 2.19 percent

and result in $31.64 million in ‘total debt service savings.

The proposed resolution requires refunding bonds to achieve 3 percent present value savings of
the par value of the refunded bonds. The net present value of the debt service savings of the
proposed refunding bonds is estimated to be $26.83 million, equal to 11.51 percent of the par
value of the refunded bonds4L well above the 3 percent mln!mum present value savings
‘threshold.

Debt Issuance Costs

The proposed resolution requires the costs of issuance to not exceed 2 percent, and for a
“hegotiated sale, the underwriter’s discount to not exceed 1 percent of the principal amount of
the refunding bonds. The combined cost of issuance and underwriters discount is estimated at
$1,224,461, which is less than 1 percent of the principal amount, below the threshold in the
proposed resolution. The Office of Public Finance proposes allowing for a negotiated sale of the
refunding bonds because of the series to be refurided includes multiple separate series with
different initial origination dates, and multiple interest rates payable over time on each of the
refunded series.

3 According to the Office of Public Finance’s calculations, the present value of debt service savings of $26,826,167 is
equal to 11.15 percent of the refunded par amount of $233,095,000 (Exhibit 1 above). N

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 26, 2020

Debt Limit

~ The City Charter imposes a limit on general obligation bond debt of 3 percent of the assessed
- value of property in the City.® As of January 1, 2020, the City has approximately $2.39 billion in

aggregate principal amount of general obligation bonds outstanding; equal to approximately 0.85

percent of the net assessed value in FY 2019-20.° -

;POLICY CONSIDERATION

Board of Supervisors Approval of the City’s Debt Pollcy

The proposed resolution approving changes to the Debt Policy (File 20 0089) authorizes the
Controller or the Director of the Office of Public Finance, in consultation with the City Attorney,
to make changes to the Debt Policy to take into account changes in law or best practices, or that
are recommended by the City’s financial advisors. These changes would be filed with the Clerk of
the Board with a brief memorandum explaining the nature of the change. The Budget and
Legislative Analyst recommends amending the language of File 20-0089 to retain the Board of
Supervisors practice of approving all aspects of the City’s Debt Policy over which the City has local
discretion, including changes in best practices or recommendations of the City’s financial
advisors.

* Amend Resolution 20-0089 to state: “The Controller or the Director of the Office of Public
Finance, in consultation with the City Attorney, is hereby authorized and directed to take into

account changes in federal or state Iaw or regulatory gurdance ehaﬂges—m—besi—ﬁraetrees-er'

provrded that such changes sha!l be frled wrth the C!erk of the Board wrthm 30 days of any
such change with a brief memorandum explaining the nature of the change.”

»  Amend File 20-0088, Section 4(c)(i) to state: “The City’s current policy, based on GFOA
recommended standards, is that the present value of the savings on debt service of each
series of refunding bonds will be 3 percent or greater in total than the present value of the
-par of the bonds to be refunded. The discount raté to calculate present value should be either
(a) true interest cost of the series of the refunding bonds, or (b) the discount rate that equates
future debt service costs to the series of refunding bonds to their purchase price.”

n  Amend File 20-0088, Section 4{c)(ii) to add: “The Series of Bonds shall not have a true interest
_cost in excess of twelve percent (12%), as is mandated by Title 5, Article 4.5; Section 53508(d)
of the California Government Code”. :

= Approve File 20-0088 as amended and File 20-0089 as amended

= Approve File 20- 0038

5 Net of non- reimbursable expenses and homeowner exemptions.

& According to Table A-26 in the Preliminary Official Statement, the total outstandmg general obligation bond
principal is $2,389,312,972. As noted in the Attachment to this report, of the $2,389,312,972 in outstanding general
obligation bond debt, 51,842,405,000 could be refunded through June 30, 2025.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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. Att'achment: Current General Obligation Refunding Candidates

FEBRUARY 26, 2020

Outstanding

Original - Refundable
Prior Bonds __Par Amount Par Amount Par Amount
2020 GO Refunding Candidates (Callable on or before June 15, 2020) ‘
Refunding Serfes 2008-R1 ) $232,075,000 $3,480,000 43,480,000
Series 2010E (Earthquake Safety & Emergency Response, 2010) $79,520,000 $38,335,000 $35,730,000
Series 2012A (Earthquake Safety & Emergency Response, 2010) $183,330,000 - $114,990,000 $108,025,000
Series 2012B {Clean & Safe Neighborhood Parks, 2008} $73,355,000 $45,285,000 $42,425,000
Serfes 2012C (Road Repaving & Street Safety, 2011) $74,295,000 $46,360,000 $43,435,000
Subtotal 2020 GO Refunding Candidates $642,575,000 . $248,450,000  $233,095,000
2021 GO Refunding Candidates (Callable.on June 15, 2021 or December 15, 2021) : '
Serfes 2013A (Clean & Safe Neighborhood Parks, 2012) $71,970,000 538,780,000 $34,690,000
Series 2013B (Earthquake Safety & Emergency Response, 2010} V $31,020,000 $16,720,000 $14,955,000
Series 2013C (Road Repaving & Street Safety, 2011) $129,560,000 469,785,000 $62,425,000
Refunding Series 2011-R1 ' $339,475,000  $149,240,000 $94,125,000

Subtotal 2021 GO Refunding Candidates $572,025,000 $274,525,000 $206,195,000
2022 GO Refunding Candidates (Callable on June 15, 2022) '

Serles 2012D (SFGH & Trauma Center Earthquake Safety, 2008) $251,100,000 $147,770,000 $121,115,000 ‘
Series 2014A (SFGH & Trauma Center Earthquake Safety, 2008) $209,955,000  $154,035,000  $128,575,000
Series 2012E (Earthquake Safety & Emergency Response, 2010) $38,265,000 $28,380,000 $23,260,000
Series 2014C (Earthquake Safety & Emergency Response, 2010) $54,950,000 $40,095,000 . $34,045,000
Series 2014D (Earthquake Safety & Emergency Response, 2014) $100,670,000 $73;435,000 $62,355,000
Subtofal 2022 GO Refunding Candidates $654,940,000 $443,715,(_)00 $369,350,000
2023 GO Refunding Candidates (Callable on June 15, 2023) ' ‘

Series 2015B (Transportation & Road lmprovement Bonds, 2014) $67,005,000 $41,870,000 $33,740,000
Refunding Series 2015-R1 $293,910,000 - $234,310,000 . $164,190,000 -
Series 2016A (Clean & Safe Neighborhood Parks, 2008) 58,695,000 $7,195,000 _ $5,735,000
Series 20168 [Clean & Safe Neighborhood Parks, 2012) ‘ $4'3,220,000 $23,355,000 $18,620,000
Series 2016C (Earthquake Safety & Emergency Response, 2010) $25,215,000 $21,435,000 $17,190,000
Serigs 2016D (Earthquake Safety & Emergency Response, 2014) $109,595,000 $72,305,000 $58,000,000
Series 2016E (Road Repaving & Street Safety, 2011)- $44,145,000 437,515,000 430,095,000
Subtotal 2023 GO Refunding Candidates $591,785,000  $437,985,000  $327,570,000
2024 GO Refunding Candidates (Callable on June 15, 2024) - o

Series 2017A (Public Health & Safety, 2016) $173,120,000 $116,925,000 $90,670,000
Series 2018E (Public Health & Safety, 2016) $49,955,000 $36,370,000 $29,475,000
Series 2018A (Clean & Safe Neighborhood Parks, 2012) $76,710,000 $44,855,000 . $35,400,000
Series 2018B (Transportation & Road Improvement Bonds, 2014) $174,445,000  $102,010,000 . $80,505,000
Series 2018C (Earthquake Safety & Emergency Response, 2014} $189,735,000 $137,570,000 . $110,735,000

Subtotal 2024 GO Refunding Candidates

$663,965,000

$437,730,000

$346,785,000

Total GO Refunding Candidates Callable 2020 - 2024 8., ©

771'$3,125,290,000

-$1,842,405,000 -

$1,482,995,000 |

[1] Note that there are no GO Bonds callable 6/15/2025.

Source: Memorandum provided by the Office of Public Finance
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- BUDGET AND FINANCE COMMITTEE MEETING - \ FEBRUARY 12,2020

ltems 13and 14 .| Department:
| Files 20~ 0088 and 20-0089 Office of Public Finance

Legislative Objectives

= File 20-0089 is a resolution approving the City's Debt Policy, as recommended by the
Controller s Office of Public Finance.

= File 20-0088 is a resolution authorizing the issuance of up to $1,482,995, OOO in refunding
bonds to refund outstanding general obligation bonds. The refunding bonds would be sold

"in serjes, with the first series to be sold in 2020 in the amount of SZSS,OD0,000. V
Key Points
x  File 20-0089 revises the City’'s Debt Policy to conform to Security and Exchange

‘ Commission (SEC) Rule 15¢2-12, regarding a municipality’s disclosure policies to bond
holders and potential investors. The changes specifically pertain to the. Disclosure Practice
Working Group, and the City’s requirements to disclose (1) certain events that could
impact credit rating, credit quality, and default probability; (2) changes in financial and
economic circumstances that affect repayment capacity; and (3) any changes in the rights
of bond holders that could expose owners to increased risk and financial liability.

*  File 20-0088 authorizes the Office of Public Finance to issue refunding bonds of up to
$1,482,995,000 to refund outstanding general obligation bonds. The refunding bonds
could be issued in' muitiple series through June 30, 2025; the first series authorized by the
proposed resolution would be $225,000,000 to be sold in the spring of 2020. Future
issuances would be subject to Board of Supervisors approval. -

* Fiscal Impact

= FEstimated debt service savings from the issuance of $255,000,000 in refunding bonds is
$31 64 million.

. Recommendations :

x  Amend Resolution 20-0089 to state: “The Controller or the Director of the Office of Public
Finance, in consultation with the City Attorney, is hereby authorized and directed to take
into account changes in law, ehanges-in-best-practices,—oras-etherwiserecommended-by
%—%W%M%%%WMW provided that such changes.
shall be filed with the Clerk of the Board within 30 days of any such change with a brief
memorandum explaining the nature of the change.” '

= Amend File 20-0088, Section 4(c)(i) to state: “The City’s current policy, based on GFOA
recommended standards, is that the present value of the savings on debt service of each |.
‘series of refunding bonds will be 3 percent or greater in total than the present value of the
"par of the bonds to be refunded. The discount rate to calculate present value should be
either (a) true interest cost of the series of the refunding bonds, or (b) the discount rate
that equates future debt service costs to the series of refunding bonds to their purchase
-price.” ‘ : : . :

= Amend File 20-0088, Section 4{c(ii) to add: “The Series of Bonds shall not have a true
‘interest cost in excess of twelve percent (12%), as_is mandated by Title 5, Article 4.5,

- Section 53508(d) of the California Government Code”.

= Approve File 20-0088 as amended and File 20-0089 as amended.
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' MANDATE STAT'EMENT

File 20- 0089 California Code Section 8855 requrres that local governments certn‘y 30 days prior
to the sale of any bonds that it has adopted debt policies.

File 20-0088: City Charter Section 9.109 authorizes the Board of Supervisors to approve the
refunding or general obligation bonds which are expected to result in net debt service savings.

The City’s Debt Policy ‘

California Senate Bill (SB) 1029 provides for the issuer of state or local government debt, no .
later than 30 days prior to the issuance of debt, to certify that the issuer has adopted local debt
polices and that the issuance is consistent with the debt policies. The Board of Supervisors
previously approved the City’s Debt Policy as recommended by the Controller s Office of Public
Finance in January 2019 (File 18-1227).

DETAILS OF PROPOSED LEGISLATION

File 20-0089: The proposed resolution approves the City’s Debt Policy, as recommended by the
Controller’s Office of Public Finance. The proposed changes to the City’s Debt.Policy include:

Change to Negotiated Sales Provision

Currently, the Debt Policy authorizes the Director of Public Finance in consultation with the
Controller to determine if new money and refunding bonds may be issued through a negotiated
rather than a competitive sale under the following conditions: (1) deterioration in the City’s
credit rating or outlook; (2) market disruptions outside of the City’s control, including new or
proposed changes in taxation or-sector risks; and (3) transactions consisting of variable rate
- debt, commercial paper, non~tradltlonal debt structure, or public/private partnerships.

Under the proposed Debt Pohcy, the City’s municipal advisor(s) would also be included in the
consultation of when new or refunding bonds may be issued through a negotiated sale. In -
addition, “complex refundmg would be added as a transaction that may be issued through a
negotiated sale. :

Changes to Disclosure Provisions

Appendix | of the Debt Policy details the City’s Municipal Finance Disclosure Policies and

Procedures. The changes to Appendix | are required to conform with recent changes to Security
and Exchange Commission (SEC) Rule 15c2-12, regarding a municipality’s disclosure policies to .
bond holders and.potential investors. The-changes pertain primarily to the Disclosure Practice
Working Group, and outline in specific detail the City’s procedures and guidelines surrounding
its obligation to disclose (1) certain listed events that could impact credit rating, credit quality,
and default probability; (2) changes in financial and economic circumstances that affect
. repayment capacity; and (3) any changes in the rights of bond holders that could expose
“owners to increased risk and financial liability. Such events or changes will need to be disclosed

SAN FRANCISCO BOARD OF SUPERVISORS ‘ BUDGET AND LEGISLATIVE ANALYST
25.

924



BUDGET AND FINANCE COMMITTEE MEETING ‘ FEBRUARY 12, 2020

electronically within 10 business days and made public to investors through a disclosure
announcement that will be posted on the Mumc:pal Securities Rulemakmg Board Electronic
Municipal Market Access system, :

Other proposed changes to Appendix | include:

»  Providing for. the Office of Public Finance to develop additional disclosures for bonds
issued by Community Facilities Districts or Infrastructure Financing Districts or Special
Assessment Districts, and for Green Bonds, unrelated to federal and state security laws;
-and ‘

= Provisions (1) for disclosure- documents for issuers of conduit financing (such as multi-
family revenue bonds) to indemnify the City against untrue statements in the disclosure
documents; and (2) for offering statements to contain disclaimers that the information
- ‘supplied by the City is limited. ' ‘

File 20-0088: The proposed resolution authorizes the issuance of up to $1,482,995,000 in
refunding bonds to refund outstanding general obligation bonds. The refunding bonds would be
sold in series, with the first serles to be sold in 2020 in,. the not-to-exceed amoun‘r of
$255,000, 000.

The proposed resolution approves actions and documents (lncludmg modlﬂcatlons) for the
issuance of the refunding bonds, including:

®  The form and terms of the refunding bondé; and execution, authentication, and
régistration of the refunding bonds;

= Appointment of debositories, verification agents, and other agents for the refunding
bonds;

= The property tax levy for repayment of the refunding bonds;

= Procedures for the competitive or negotiéted sales, including the forms of the Official
Notice of Sale and Notice of Intention to Sale, and the selection of underwriters and the
execution and delivery of bond purchase contracts;

¥ The execution, dehvery, or distribution of continuing dlsclosure certificates, escrow
agreements relating to the prior general obligation bonds, and Preliminary Official
Statement and Official Statement for-sale of refunding bonds in an amount not- to- ‘
exceed $255 million; and

= Payment of costs of Issuance.
Terms of Refunding Bonds

As noted above, the proposed resolution would authorize the sale of the first series of
refunding bonds in 2020 in an amount not-to-exceed $255 million. Future sales would be
subject to Board of Supervisors approval. The terms for the sale of refunding bonds include:

= Debt service on the refunding bonds should result in present value savings of 3 percent
of the outstanding principal amount on the prior general obligation bonds;

SAN FRANCISCO BOAR‘D OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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*  True interest cost of the refunding bonds should not exceed 12 percent;* ‘

®  The maturity date of the refunding bonds is no later than the maturity date of the prior
general obligation bonds;

= Costs of issuance of the refunding bonds does not exceed 2 percent of the principal
amount of the bonds,

= The purchase price of the refunding bonds is not less than the par amount of the bonds;

= If the refunding bonds are sold through a negotlated sale, the underwrlter 5 dlScoun’c2
cannot exceed 1 percent; and

.= If the refunding bonds are sold using credit enhancements (such as bond insurance or
- letters of credit), the present value savings of using the credit enhancements must
exceed the cost of the credit enhancements.

~ Under the proposed resolutlon, the Director of Public Finance determmes the amount, date,
-and other provisions for the future sale of refunding bonds up to the authorized amount of
$1,482,995,000. As noted above, future sales of refunding bonds would be subject to Board of
Supervisors approval

in order to clarify the intent of the proposed resolution (File 20- 0088)

= Sec’mon 4(c)(i), which provides for present value savings of 3 percent of the outstanding
principal amount on the prior general obligation bonds, should be revised to state: “The
City's current policy, based on GFOA recommended standards, is that the present value
of the savings on debt service of each series of refunding bonds will be 3 percent or
greater in total than the present value of the par of the bonds to be refunded. The
discount rate to calculate present value should be either (a) true interest cost of the
series of the refunding bonds, or (b) the discount rate that equates future debt service
costs to the series of refunding bonds to their purchase price.”

=" Section 4(c)(ii), which provides for the true interest cost of the refunding bonds, should
be revised to add: “as is mandated by Title 5, Article 4.5, Section 53508(d) of the
California Government Code.” '

Outstanding General Obligation Bonds

The City previously issued series of general obligation bonds totaling $3,125,290,000 between
2008 and 2018 which contain principal maturities that are currently outstanding and could be
optionally redeemed before June 15, 2025, as authorized by File 20-0088, of which
$1,842,405,000 is outstanding, as shown in the Attachment. The proposed ordinance would
authorize refunding of $1,482,995,000 of the outstanding balance of $1,842,405,000.

1 #Trye interest cost” is the rate. that sets the present value of prlnupal and interest payments equal ‘co the net
proceeds from the bond issuance,

2 The “underwriter’s discount” is the difference between the price paid to the issuer of the bonds and the price at
which the bonds are offered for sale to investors.
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FISCALIMPACT

- The Office of Public Finance has ldentiﬁed 5233 095,000 in outstanding general obligation
bonds to be refunded by a maximum par of $255 000,000 in refunding bonds to be sold in-
2020, as shown in Exhibit 1 below.

Exhibit 1: Series 2020-R1 General Obligation Refunding Candidates
‘ ‘ Original Par  Refundable Par -

Prior Bonds . Amount Amount
Refunding Series 2008-R1 ’ ' $232,075,000 $3,480,000
Series 2010 E (Earthquake Safety and Emergency Response, 2010) 79,520,000 *35,730,000
Series 2012A (Earthquake Safety and Emergency Response, 2010) 183,330,000 108,025,000
Series 20128 (Clean & Safe Neighborhood Paljks, 2008) 73,355,000 - 42,425,000
Series 2012C (Road Repaving & Street Safety, 2011) . " 74,295,000 43,435,000
Total : : ‘ ’ - $642,575,000  $233,095,000

Source: Office of Public Finance

The amount of the bonds to be refunded is estimated to be $236,800, 136 including the
outstanding balance and accrued interest at the time of the refundmg, as shown in Exhibit 2
below. -

Exhibit 2: Estimated Source & Uses of 2020 Refunding Bonds

Sources

Refunding Bond Proceeds

Par Amount $198,925,000
Premium . 39,099,597
Total Sources ‘ . $238,024,597
Uses

Refunding Escrow ‘ $236,800,136
Delivery Date Expenses

Cost of Issuance 905,805
Underwriter's Discount 318,656
Subtotal Delivery Date Expenses : 1,224,416
Total Uses " $238,024,597
Reserve for Market Uncertainty o 16,975,403
Not-to-Exceed Par Amount . $255,000,000

Source: Office of Public Finance, Montague DeRose and Associates, LLC

Debt Service Savings

According to the Office of Public Finance, based on bond market conditions as of lanuary 24,
2020, the City could issue Series 2020-R1 tax-exermpt refunding bonds in the Spring of 20206 in
order to realize savings. Based on current market conditions, the Office of Public Finance
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estimates that the Series 2020-R1 refunding bonds will be sold at an interest rate of 2.19
percent and result in $31.64 million in total debt service savings.

The proposed resolution requires refunding bonds to achieve 3 percent present value savings of
the par value of the refunded bonds. The net present value of the debt service savings of the
proposed refunding bonds is estimated to be $26.83 million, equal to 11.51 percent of the par
value of the refunded bonds?, well above the 3 percent minimum present value savings
thresho!d :

Debt Issuance Costs

The proposed resolution requires the costs of issuance to not exceed 2 percent, and for a
negotiated sale, the underwriter’s discount to not exceed 1 percent of the principal amount of
the refunding bonds. The combined cost of issuance and underwriters discount is estimated at
$1,224,461, which is less than 1 percent of the principal. amount, below the threshold in the
proposed resolution. The Office of Public Finance proposes allowing for a negotiated sale of
the refunding-bonds because of the series to be refunded includes multiple separate series with
different initial origination dates, and multlple interest rates payable over time on each of the
refunded senes :

Debt Limit

The City Charter imposes a limit on general obligation bond debt of 3 percent of the assessed
value of property in the City.* As of January 1, 2020, the City has approximately $2.39 billion in
aggregate principal amount of general obligation bonds outstandmg, equal to approximately
0.85 percent of the net assessed value in FY 2019-20.5

_ ,?QLICY _CONSIDERAT!ON -

Board of Superv:sors Approval of the Clty s Debt Policy

" The proposed resolution approving changes to the Debt Policy (File 20-0089) authorizes the
Controller or the Director of the Office of Public Finance, in consultation with the City Attorney,
to make changes to the Debt Policy to take into account changes in law. or best practices, or
that are recommended by the City’s financial advisors. These-changes would be filed with the
Clerk of the Board with a brief memorandum explaining the nature of the change. The Budget
and Legislative Analyst recommends amending the language of File 20-0089 to retain the Board -
of Supervisors practice of approving all aspects of the City’s Debt Policy over which the City has
local discretion, including changes in best practices or recommendations of the City’s financial
advisors. ‘

3 According to the Office of Public Finance’s calculations, the present value of debt service savings of $26,826,167

is equal to 11.15 percent of the refunded par amount of $233,095,000 (Exhibit 1 above) ’

* Net of non-reimbursable expenses and homeowner exemptlons.

5 According to'Table A-26 in the Preliminary Official Statement, the total outstanding general obligation bond

principal is $2,389,312,972. As noted in the Attachment to this report, of the $2,389,312,972 in outstanding
" general obligation bond debt, $1,842,405,000 could be refunded through June 30, 2025.
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x. Amend Resolution 20-0089 to state: “The Controller or the Director of the Office of Public
Finance, in consultation with the City Attorney, is hereby authorized and directed to take
into account changes in law, ehanges-in-best-practices,oras-otherwiserecommended-by
the-City's-municipal-advisors-as-are-necessary-or-desirable; provxded that such changes shall
be filed with the Clerk of the Board within 30 days of any such change with a brief
memorandum explaining the nature of the change.”

»  Amend File 20-0088, Section 4(c)(i) to state: “The City’s current policy, based on GFOA
" recommended standards, is that-the present value of the savings on debt service of each
series of refunding bonds will be 3 percent or greater in total than the present value of the
par of the bonds to be refunded. The discount rate to calculate present value should be
either (a) true interest cost of the series of the refunding bonds, or (b) the discount rate
that equates future debt service costs to the series of refunding bonds to their purchase
price.”

®  Amend File 20-0088, Section 4{c)(ii) to add:-“The Series of Bonds shall not have a true
interest cost in excess of twelve percent (12%), as is mandated by Title 5, Article 4.5, Sec’uon
53508(d) of the California Government Code”.

= Approve File 20-0088 as ‘amended and File 20-0089 as amended.
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Attachment: Current General Obligation Refunding Candidates

FEBRUARY 12, 2020

Orlginal "Outstanding Refundable
Prior Bonds N Par Amount Par Amount Par Amount
. 2020 GO Refunding Candidates (Callable on or before June 15, 2020) ' ' ,
Refunding Series 2008-R1 . - $232,075,000 $3,480,000 $3,480,000
Series 2010E (Earthquake Saféty & Emergency Response, 2010) $79,520,000 $38,335,0QO $35;730,000
Series 2012A (Earthquake Safety & Emergency Response, 2010) $183,330,000 $114,990,000. $108,025,000
. Series 2012B (Clean & Safe Neighberhood Parks, 2008) ' $73,355,000 © $45,285,000 $42,425,000
Series 2012C (Road Repaving & Street Safety, 2011) $74,295,000 $46,360,000 $43,435,000
Subtotal 2020 GO Refunding Candidates - $642,575,000  $248,450,000  $233,095,000
 2021 GO Refunding Candidates (Callable onjz;ne 15,2021 or Dece;nber 15, 2021) .
Series 2013A (Clean & Safe Neighborhood Parks, 2012) $71,970,000 $38,780,000 $34,690,000
Series 2013B (Earthquake Safety & Emergency Response, 2010) $31,020,000 $16,720,0CO $14,955,000
Series 2013C (Road Repaving & Street Safety, 2011) $129,560,000 $69,785,000 $62,425,000
Refunding Series 2011-R1 $339,475,000  $149,240,000 $94,125,000
Subtotal 2021 GO Refunding Candidates $572,025,000  $274,525,000  $206,195,000
2022 GO Refunding Candidates (Callable on June 15, 2022) o ' ' o
Series 2012D (SFGH & Trauma Center Earthquake Safety, 2008) $251,100,000 §147,770,000 $121,115,000
Serles 2014A (SFGH & Trauma Center Earthquake Safety, 2008) - $209,955,000  $154,035,000  $128,575,000
Serfes 2012E (Earthquake Safety & Emergency Response, 2010) $38,265,000 $28,380,000 $23,260,000
Series 2014C (Farthquake Safety & Emergency Response, 2010) " $54,950,000 440,095,000 434,045,000
Series 2014D (Earthquake Safety & Emergency Response, 2014) $100,670,000 573,435,000 $62,355,000

 Subtotal 2022 GO Refunding Candidates $654,940,000  $443,715,000  $369,350,000°
2023 GO Refunding Candidates (Callable on June 15, 2023) ’ .
Series 20158 (Transportation & Road Improvement Bonds, 2014) $67,005,000 $41,870,000 $33,740,000
Refunding Series 2015-R1 ' £ $293,910,000  $234,310,000  $164,190,000 -
Series 2016A (Clean & Safe Nelghborhood Parks, 2008) $8,695,000 $7,195,000 $5,735,000
Series 2016B (Clean & Safe Neighbarhood Parks, 2012) $43,220,000 $23,355,000 $18,620,000
Series 2016C (Earthquake Safety & Emergency Response, 2010) $25,215,000 $21,435,000 $17,190,000
Series 20160 (Earthquake Safety & Emergency Response, 2014} $109,595,000 - $72,305,000 $58,000,000
Serles 2016E (Road Repaving & Street Safety, 2011) $44,145,000 $37,515,000 $30,095,000

 Subtotal 2023 GO Refunding Candidates $591,785,000  $437,985,000  $327,570,000
2024 GO Refunding Candidates (Callable on June 15, 2024) ' ' o '
Series 2017A (Public Health & Safety, 2016) - $173,120,000  $116,925,000 $90,670,000
Series 2018E (Public Health & Safety, 2016) $49,955,000 436,370,000 $29,475,000
Series 2018A (Clean & Safe Neighborhood Parks, 2012} . $76,710,000 "$44,855,000 $35,400,000
Series 20188 (Transportation & Road Improvement Bonds, 2014) $174,445,000 $102,010,000 $80,505,000

Series 2018C (Earthquake Saféty& Emergency Response, 2014)

$189,735,000

$137,570,000

$110,735,000

Subtotal 2024 GO Refunding Candidates

$663,965,000

$437,730,000

$346,785,000

- Total GO Refunding Candidates Callable 2020 - 2024 14

" "$3,125,290,000 .

1.$1,842,405,000

'$1,482,995,000

[1] Note that there are no GO Bonds callable 6/15/2025.

Source: Memorandum provided by the Office of Public Finance
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. - Table of Acronyms
AD — Assessment District

BANs — Bond Anticipation Notes
CAFR — Comprehensive Annual Financial Report

CDIAC — California Debt and Investment Advisory Commission
CFD — Community Facilities District

CGOBOC — Citizens’ General Obligation Bond Over31ght Committee
COPs — Certificates of Participation

CPC — Capital Planning Committee/Program

DPWG — Disclosure Practices Working Group

EMMA -~ Electronic Municipal Marketplace Access

GANs — Grant Anticipation Notes '

GIC — Guaranteed Investment Contract

GOs — General Obligation Bonds

IAs — Investment Agreements '

IBA - Independent Budget Analyst

IFD — Infrastructurc Financing District

LRBs — Lease Revenue Bonds

MA — Munlclpal Advisor

MOHCD — Mayor’s Office of Housing and Commumty Development
MSRB — Municipal Securities Rulemaking Board

NRSRO ~Nationally Recognized Statistical Rating Organization

- OPF — Controller’s Office of Public Finance

RFP/RFQ — Request for Proposal/Request for Qualifications

SEC — Securities Exchange Commission

SIFMA — Securities Industry and Financial Markets Assoc1at10n
TIC — True Interest Cost

TRANS — Tax and Revenue Anticipation Notes

L Scope and Appliéation

This Debt Policy (“Policy”) establishes policies and procedures for financings managed by

- the Controller’s Office of Public Finance (“OPF”) and the Finance Corporation of the City
and County of San. Francisco (“Finance Corporation”), and pertains to obligations payable
from the General Fund of the City and County of San Francisco (“City”) and such other
obligations that are managed by OPF. This Policy is intended to establish debt policy
objectives, improve the quality of decision-making processes, support strong internal
controls, establish appropriate debt structutes and demonstrate a commitment to best
practices in municipal debt planning, issuance and management.

This Policy is intended to guide OPF in the issuance and management of bonds and other
obligations. This Policy does not apply to"other departments or enterprises of the City,
including the Airport Commission, the Mayor’s Office of Housing and Community
Development, the Municipal Transportation Agency, the Port Commission, or the Public
Utilities Commission.
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This Policy governs the issuance and management of all bonds and other forms of
indebtedness of the City, together with any credit, liquidity or: other security
instruments and agreements that may be executed in connection with the issuance of
bonds and other forms of indebtedness (“Bonds”). The Board of Supervisors may, in
its sole discretion, approve Bonds that deviaté from this Policy. Notwithstanding
anything in this Policy to the contrary, the failure of the City to comply with any
provision of this Policy shall not affect the authorization, validity or enforceability of
any Bonds or other forms of indebtedness that are otherwise issued in accordance with
Jaw. ' :

This Policy, and any subsequent amendments thereto, will be filed with OPF and made
accessible at the City’s website. Copies of this Policy will be distributed to the City
Controller, the Treasurer, the Mayor’s Budget Director, the President of the Board of
Supervisors, the Chair of the Budget and Finance Committee of the Board of Supervisors,

the Clerk of the Board of Supervisors and the Budget and Leg1slat1ve Analyst to the Board
of Supervisors.

"I Mission of the Office of Public Finance

The City utilizes long term debt issuances to finance capital assets with long useful lives and
seeks to finance such assets at the lowest achievable financing costs. OPF’s mission is to
plan, structure and manage debt financings on behalf of the City to support the City’s capital
planning goals and objectives, including the acquisition and/or construction of capital
projects and capital equipment that produce social and economic benefit to the City and its
residents at a low cost of capital while managing market and credit risk with appropriate
- bond structures and internal controls. | ' ‘

Debt Management Objectives

e Maintain efficient access to capital markets through prudent debt management
 policies and practices. :
e Maintain moderate debt and debt service levels with effective long-term strategw
planning and coordination with City departments.
e Finance significant capital projects or improvements through Jong-term debt
. financing and, if cost effective, alternate financing mechanisms such as public/private
partnerships. '
‘o Support strong internal controls implemented by the Controller.
o Structure long-term financings to minimize transaction specific nsk and total debt
portfolio risk to the City.
e Maintain the highest practical credit ratings to ensure efficient access to capital
markets at the lowest prevailing interest rates.
¢ -Maintain good investor relationships through the timely dissemination of material
~ financial information.
s Provide support for independent bond oversight committees.
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¢ Maintain user friendly and publicly accessible electronic portal for the timely
dissemination of material information conceming the financial condition of the City.

III.  Independent Citizen OverSIght General Obllgatlon Bond Overmght
Committee

Pursuant to Proposition F (adopted by the voters on November 2, 2002, and codified under
the Administrative Code Chapter 5, Article 1V), the Citizens’ General Obligation Bond
Oversight Committee ( “Committee”) provides oversight to ensure that general obligation
bond proceeds are expended in accordance with the applicable ballot measure and/or
authorizing legislation, and in addition, ensures that such proceeds are not used. for City
administrative salaries or other operating expenses. On November 4, 2003, the voters
approved Proposition C, which authorized the Committee to serve as an independent Citizens
Audit Review Board to advise the Controller/City Services Auditor regarding complaints of
wrongdoing and waste received through the City’s whistleblower complamt programs. OPF
will work closely with the Committee to ensure that the Committee receives timely reports
as requested, and will adopt such policy recommendations, as the Committee shall make
from time to time.

IV.  Disclosure Policies and Procedures — Disclosure Practices Working Group

OPF will ensure that written disclosure policies and procedures are adopted and implemented
to ensure City compliance with its disclosure obligations under federal securities laws. The
implementation of such policies and procedures is facilitated by a Disclosure Practices
Working Group (“DPWG”) as further described in Appendix I. One or more Deputy City
Attorney specializing in municipal finance transactions, together with the City’s outside
disclosure counsel will serve as advisors to the DPWG. The DPWG will meet as frequently
as necessary to discuss and review the City’s disclosure practices and policies. The City’s
Disclosure Policies and Procedures are attached he1 eto. as Appendix I, which should be read
in conjunctlon with this Policy. :

V. Types and Purposes of Debt -
A. L(mg Term Debt

Long term debt (debt with a term to maturity of greater than 5 years) will be issued to finance
the acquisition, preservation, and/or construction of long-lived capital improvements (i.e.
assets having a useful life greater than 5 years). Long-term debt financing shall not be used
to fund operating costs or operating deficits of the City. The principal types of debt
instruments used by OPF to finance long-term capital projects are general obligation bonds
(“GOs”), lease revenue bonds (“LRBs”), certificates of participation (“COPs™), special tax
bonds and capital leases. Such instruments may be refunded by the issuance of refunding
obligations for economic savings and/or restructuring considerations.
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1. General Obligation Bonds: GOs will be used to finance or refinance the
acquisition, improvement, and/or construction of real property or real property
improvements. Such facilities include but are not limited to libraries, hospitals,
parks, public safety facilities, cultural, affordable housing, and educational
facilities. GOs will be used to finance facilities or projects that benefit the public
at large, or that achieve a particular public safety or social objective for City
residents. ‘ ' ‘ :

2. Lease Revenuye Bonds: ILRBs will be used to finance the acquisition,
improvement, and/or construction of real property; the acquisition. of capital
equipment; and other capital projects that either (1) have an identified budgetary
revenue stream for repayment (e.g. specified fees, tax receipts, etc.); (2) generate
project revenue but rely on a broader pledge of General Fund revenies to reduce
borrowing costs (e.g. parking garages); or (3) finance the acquisition and
installation of equipment for the City’s general governmental purposes.

W

Certificates_of Participation: COPs will be used for the acquisition or
“improvement of existing facilities and/or construction of new facilities that result
in immediate or future savings in lease payments currently made or to be made
by the City’s General Fund. For example, COPs may be used to provide funds to
execute a lease purchase option for a facility whereby future savings accrue to the

“General Fund during the period for which the COPs and the lease would be
outstanding. COPs also are appropriate for projects which will be matched with
grant and other additional moneys, reduce operating costs to the City, address
critical and urgent seismic and other public safety hazards for which no other
sources are practically available, or provide for the delivery of services mandated
by law. '

4. Capital Leases: Capital equipment and personal property of a City department
may be eligible for capital lease financing. Eligible equipment must have a per
unit cost of at least $100,000 unless it is an integral part of a system (such as a
computer network) where the aggregate of the various components must total at
least $100,000. The useful life of the item must be in excess of three years and at
least 120% of the financing and refinancing term.

5. Refunding Obligations: Refunding bonds will be issued typically to achieve debt
service savings for the City, although other non-economic factors may support
the issuance of such obligations. Pursuant to section Charter section 9.109 and
section 43.8.4(b) of the City’s Administrative Code, the Board of Supervisors will
establish by resolution the minimum savings to be generated by the issuance of
such refunding, '

Absent any significant non-economic factors, it is the policy of the City that a
refunding should produce minimum debt service savings of at least 3% of the par
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- value of the refunded bonds on a net present value basis, using the refunding

issue’s True Interest Cost (“TIC”)! as the discount rate.

Special Limited Obligations: Special limited obligations are issued by the City,
or by a joint powers authority on béhalf of the City, to make proceeds available
to finance the acquisition, construction, and/or improvement of capital assets
and/or environmentally sustainable projects. The obligations represent special
limited obligations of the City, or the joint powers authority. - :

i. - Mello-Roos community facilities districts (“CFDs), other special
tax districts, and assessment districts (“ADs”) (together “Land
-Secured Districts”) provide methods to assist in the financing of
public benefits, infrastructure and community facilities. The
creation of L.and Secured Districts may facilitate improvernents to
tangible or real property providing public benefits in connection
with new development in the City. ‘

ii. Infrastructure financing districts (“IFDs") may be formed for the
purpose of financing public improvements to any real or other
tangible property of localized significance. IFDs may be used
where diversions of taxes from the general fund are offset by
longer-term development benefits.

OPF will work with elected officials and policymakers to ensure that appropriate
goals and policies are developed concerning the use of special limited obligations,
including, but not limited to, the adoption of the City’s Local -Goals & Policies .
Jor CFDs and the Guidelines for the Establishment and Use of Inﬁastructure
Financing Districts, as approprlate

B Short Term Debt

Short-term debt (debt with a term to maturity of less than five years) may be issued to either .
1) provide funds to finance operating fiscal year cash flow deficits; or 2) to acquire equipment
and/or vehicles; or 3) to provide interim ‘as needed’ financing for long-lived capital projects,
such short term obligations to be refunded by long-term debt financing described above.

1.

Tax and Revenue Anticipation Notes: Tax and Revenue Anticipation Notes
(“TRANSs”) may be used to fund operating cash flow deficits in a fiscal year,
TRANS proceeds may be used and expended for any purpose, including current
operating expenses, capital expenditure, repayment of indebtedness and
investment and reinvestment. TRAN proceeds will be invested in accordance
with federal tax law to minimize net interest costs, :

YA measure of the interest cost of an issue that accounts for the time value of money. The TIC is the annual discount rate
(yield) which, when used to discount all debt service payments to the date of issuance, tesults in the aggregate present
value of such debt service payments being equal to the original purchase price of the issue.
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2. Commercial Paper: The City may establish a commercial paper program
(“Commercial Paper Program”) for the purpose of providing interim- funds to
finance the acquisition, construction, and rehabilitation of capital improvements
and the financing of vehicles and equipment. The Commercial Paper Program
will be utilized to provide interim financing for projects, subject to the conditions
that the projects and interim project financing will have prior approval from CPC,
the Board of Supervisors and Mayor. '

The Director of Public Finance shall provide a written report to the Board of
Supervisors twelve months following the initial issuance of commercial paper
notes and annually theéreafter through the final maturity of the last commercial
paper note outstanding describing the notes issued since the date of the last report;
summarizing average cost of funds, the status of projects currently financed with -
commercial paper; and identifying any long term obligation to refund commercial
"paper notes. _ : '

3. Bond or Grant Anticipation Notes: Pursuant to Chapter 43, Article XI of the
City’s Administrative Code, the City may issue bond or grant anticipation notes -
(“BANs/GANs") in anticipation of the issuance of general obligation bonds or
other forms of indebtedness, or in anticipation of the receipt of grant funds. The
BANs/GANs will have a final maturity within a period not to exceed five years
of its issuance date, may be sold at a discount not to exceed 5%, and any renewal
or refunding of BANs/GANSs will be payable solely from the proceeds of the sale
of bonds or receipt of grant funds, as appropriate.

C. Conduit Finzincings

From time to time, the City issues bond on behalf of local non-profit entities to assist them
with the construction and/or acquisition of capital improvements. Bonds are issued by the
City, and the proceeds are made available to a non-City conduit borrower in furtherance of a
public purpose. Financing proceeds may be loaned to the conduit borrower (e.g., a private
school) pursuant to a loan agreement between the City and the conduit borrower. The conduit
borrower is responsible for the repayment obligations. No funds of the City will be pledged
to or made available for the repayment of any conduit bonds,

1. Affordable Housing Nonprofits: The Mayor’s Office of Housing and Community
Development (“MOHCD?), on behalf of the City, will serve as a conduit issuer-
and administrator for affordable housing nonprofits given the City’s significant
interest in maintaining-affordable housing in the City. MOHCD will manage all
affordable housing conduit issuances, as applicable, pursuant to its own policies.

2. Other Private Parties Conduit Financings: The City will not generally serve as a
conduit issuer for private parties given the lack of resources, lack of authority to

Debt Policy of the City and County of San Francisco B 7 0f27

937



oversee such transactions, and availability to private parties of State and other
~ conduit issuers.

D. Other Obligations

There may be special circumstances when other forms of financing are appropriately utilized
by the City. OPF will evaluate such proposed transactions on a case-by-case basis. Such
other forms include, but are not limited to, pension obligation bonds, Teeter (Property Tax)
financings, long-term concession agreements, non-enterprise revenue bonds, and judgment
or settlement obhgatxon bonds. ‘

VI. 'Debt Approval Procedures
A. Approval by Capital Planning Committee

Pursuant to the City’s Administrative Code, Section 3.20 et. seq., all long-term financings
for proposcd capital improvements shall be reviewed and approved by the City’s Capital
Planning Committee (“CPC”) prior to being presented to the Board for approval. For

" purposes of this paragraph, the term “long-term financing” means any financing that creates
a repayment obligation beyond one fiscal year. »

The CPC consists of the City Administrator as chair, the President of the Board, the Mayor’s
Budget: Director, the Controller, the City Planning Director, the Director of Public Works,
the Airport Director, the Executive Director of the Municipal Transportation Agency, the
General Manager of the Public Utilities System, the General Manager of the Recreation and
Parks Department, and the Executive Director of the Port of San Francisco. Proposed long-
term financings are subject to the following:

1. Board of Supervisors: The Board of Supervisors shall not place on the ballot or
authorize the issuance of any long-term financing until the CPC completes its
review of the proposed project and project ﬁnancmg and submits its
recommendation to the Board of Superv1sors

2. Form of Proposal: Each proposal shall be in form and substance satisfactory to
the CPC and shall be accompanied by descriptive financial, architectural, and/or
engineering data, and all other pertinent material in sufficiently complete detail
to permit the CPC to review all aspects of the proposal..

3. Capital Expenditure Plan: The CPC shall submit a written report to the Mayor
and the Board of Supervisors analyzing the feasibility, cost, and priority of each
proposal relative to the City’s capital expenditure plan.
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B. Approval by the Board of Supervisors

All long-term financing transactions shall be adopted by ordinance or resolution (as
appropriate), of the Board of Supervisors and approved by the Mayor. Bonds with prior
approval for issuance by the voters will not be issued until the plan of finance has been
reviewed by CPC, and approved by the Board of Supervisors.

1.

o

General Obligation Bonds: Pursuant to the State Constitution, the California
Government Code and the City’s Administrative Code, the Board of Supervisors
shall hold a minimum of two public hearings prior to placing a GO bond measure
on the ballot. In accordance with the State constitution, GOs must be approved
by 2/3rds vote of the City electorate voting on the measure. Prior to any issuance

“of any new money, refunding general obligation bonds, or general obligation

BANS, the Board of Supervisors shall approve by majority vote, a resolution
authorizing such issuance.

Lease Revenue Bonds: The Board of Supervisors shall hold a minimum of one
public hearing to.place a LRB measure on the ballot. In accordance with Section
9.017 of the City Charter, LRBs must be approved by majority vote. Subsequent
to successful passage and prior to any issuance of new money, refunding lease
revenue bonds, or commercial paper notes refinanced with lease revenue bonds,
the Board of Supervisors shall approve by majority vote, a resolution authorizing -
such issuance.

Certificates of Participation; In accordance with Article IX of the City Charter,
€OPs may consist of lease financing agreements between the City and a for-profit
lessor. All issuances of COPs shall be authorized: by resolution or ordinance of
the Board of Supervisors by majority vote and then, if necessary, validated as
described in Section C below. COPs are not required to be approved by the
electorate.

Capital Leases Pursuant to Section 9.118 of the City Charter, all capital leases
financing capital equipment with a term exceeding 10 years and requiring
anticipated expenditures by the City exceeding $10,000,000 shall be authorized

. by resolution of the Board of Supervisors by majority vote.

Refunding Obligations: Pursuant fo Section 9.109 of the Charter, the Board of
Supervisors is authorized to provide for the issuance of Bonds for the purpose of
refunding any GO bond, lease revenue bond or COPs. No voter approval is
required for the authorization, issuance and sale of refunding obligations which
result in net present value savings to the City, as provided by Ordinance.

6. Special Limited Obligations: All issuances of special limited obligations shall be
authorized by resolution of the Board of Supervisors by majority vote and then,
if necessary, validated as described in Section C below. Mello-Roos debt requires
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a two-thirds approval while assessment debt is subject to Proposition 218’s
“simple majority” approval provisions.

OPF will work with the Board’s Independent Budget Analyst (“IBA”) in its preparation of -

. analysis of any proposed financing. OPF will promptly provide information to the IBA as it
may request to complete its analysis. OPF will adopt such recommendations of the
Independent Budget Analyst as approved by the Board of Supervisors.

C. Validation

Upon the advice of the City Attorney (in consultation with bond counsel), OPF may seck a
" judicial validation of a financing as provided under Section 860 of the Civil Code. Validation
may be required because of the novelty of the financing or because of ambiguity surrounding
the legal basis of the law authorizing the bonds. Validation proceedings will be adjudicated
in the San Francisco Superior Court, and if unchallenged take approximately 120 to 150 days.

1. A validation action is a procedure under California law (Civil Code 860 ef seq.)
which allows an issuer to have the legality of a bond financing approved,
including any issue regarding constitutionality of the bond issue, and accelerates
any statute of limitations. Notice of the lawsuit is given by publication in the
newspaper and by posting public notices. If no interested person comes forward
and challenges the financing, a default judgment is given, binding all parties who
may desire to challenge the financing. Once the.court issues a judgment, and the
30-day appeal period expires, the financing cannot later be challenged in court.

2. No offering statement related to ény ﬁna‘ncihg subject to validation will be
circulated prior to the conclusion of the 30-day appeal period.

VII. Debt Limitations

The Director of Public Finance shall determine whether proposed debt transactions comply
with the debt limitations prescribed by the Policy. Proposed debt transactions that meet the
limitations of the Policy will be subject to approval by resolution or ordinance of the Board
of Supervisors and by the Mayor in accordance with State law, the City Charter and the City
Administrative Code,

In the event the Director of Public Finance and the Controller determine any proposed debt
transaction exceeds limits established hereunder, the Board of Supervisors may approve such
transaction, subject to limits established by the City Charter. The Director of Public Finance
shall indicate prominently to.the Board of Supervisors that such transactions exceeds the
limits established by the Policy, and provide a rationale for waiving such limits.
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A. General Obligation Bonds

Pursuant to Section 9.106 of the City Charter, outstanding general obligation bonded
indebtedness shall not exceed three percent (3%) of the assessed valuation of taxable
property within the boundaries of the City. '

1. Forward Debt Capacity: OPF will maintain a 10-year forward debt capacity
schedule that incorporates assumptions of growth in assessed valuation and
reasonable estimates of new debt issuance and retirement. Such schedule shall
be available to any interested parties in connection with the review of any GO
bond measure or issuance of new GO bonds. '

Bond Accountability Reports: Pursuant to Administrative Code Chapter 2 Article VIII
(Section 2.70 et seq.), each department requesting sale of a series of voter-approved GO
bonds shall file a Bond Accountability Report 60 days prior fo the approval by the Board
of Supervisors of the sale of the bonds, and within sixty (60) days after the date of all such
appropriated bond procecds have been expended. The Report shall detail original and . |
current budget expenditure information for each project line item identified in any previous
report. The Bond Accountability Report shall be filed with the Clerk of the Board of
Supervisors, City Controller, City Treasurer, Director of the Office of Public Finance,
Budget and Legislative Analyst of the Board of Supervisors with a copy to the Chair of the
Citizens® General Obligation Bond Oversight Committee. The obligation to file such
report is the responsibility of the requesting department. The Board of Supervisors may
waive the 60-day deadline for a bond accountability report by resolution..

B. Certificates of Participation and Other Long Term Obligations

It is the policy of the City to identify sbeciﬁc revenue sources within the General Fund (e.g.
transient occupancy taxes, tobacco settlement receipts, etc.) as internal repayment sources
for COPs, and to ensure prudent repayment schedules are placed on the General Fund.

It is the policy of the City to maintain the percentage of the General Fund spent on General
Fund secured debt service at or below 3.25% of General Fund discretionary revenues. Stated
differently, if the 3.25% limitation is reached, then COPs and other lease financing debt will
only be used as funding sources for capital projects when existing debt is retired and/or the
City’s aggregate General Fund discretionary revenues grow.

C. Capital Equipment
1t is the policy of the City that the outstanding aggregate principal amount of lease revenue
bonds financing capital equipment may not exceed $20.0 million, such amount increasing by

five percent each fiscal year starting fiscal year 1991. OPF will monitor lease revenue bonds
outstanding financing capital equipment to ensure sufficient borrowing capacity.
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VII. Methods of Sale

There are three principal methods for the initial sale of Bonds: (i) competitive, (ii) negotiated,
and (iii) private placement. The City shall utilize the method of sale that (a) is reasonably
expected to produce the most advantageous debt service cost with respect to the Bonds, and
(b) provides the City with the flexibility necessary or desirable in connection with the
structuring, timing or terms of such sale,

Except as provided in Section B, the City’s GO and general fund debt will typically be issued

‘by competitive sale in accordance with the City’s competitive bid policies. It is usually not
feasible to issue bonds through a competitive sale for certain types of financings, such as
_variable rate debt, non-traditional structures, commercial paper and specialized financings
like Mello-Roos.

The underwrlter or underwriters for a negotiated sale of Bonds (the “Underwriters™) shall be
sclected from a pre-qualified pool of underwriters which will is established via a competitive
process. '

- A. Competitive Sale

The City may take bids in person or by electronic means. The timeliness of bids submitted
in person will be determined by the Director of Public Finance, in consultation with the Clty
“Attorney.” : .

1. Marketing: Bond sales will be advertised broadly, including advertising in an
industry newspaper. The municipal advisor(s) for each transaction shall:
undertake to market the bonds to prospective b1dders and investors as approprlate_
and in accordance with law. '

2. Amendments: Terms of the bonds shall be amendable as late as possible and at
least until 1:00 p.m. Pacific Time the day prior to the day bids are to be received.

3. Cancellation: Bond sales w1ll be cancclable at any time prior to the time bids are
to be received.

4, Award: The Bonds shall be awarded to the bidder whose conforming bid
represents the lowest true interest cost to the City (“TIC”). The City may then
restructure the bonds in accordance with the Official Notice of Sale.

i.  the City, in its sole discretion, shall reserve the right to reject all
bids or waive bid irregularities.

ii.  the Controller or his/her designee shall make the award of general
obhga’uon bonds
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iili.  an officer of the Finance Corporation of the City and County of
San Francisco or his/her designee shall award lease revenue bonds
issued by the Finance Corporation.

iv. the Controller or his/her designee shall make the award of

' certificates of participation.

5. Premium: For each bond sale, OPF will establish maximum levels of premium
that may be bid by prospective bidders, in consultation with the City’s municipal
advisor and bond counsel. Any premium received may be used, in accordance
with legal requirements, for the construction .or acquisition of the proposed

-project, or to pay for capitalized interest on the bonds, as determined by the.
- Director of Public Finance.

B. Negotiated Sale

The Director of Public Finance, in consultation with the Controller and the City’s municipal
advisor(s), may determine to issue new money and refunding Bonds on a negotiated basis if
one of more of the following factors is present: ' '

1. There is significant deterioration in the City’s overall credit rating or outlook,

2. There are market or other disruptions that are outside of the City’s control,
_including new or proposed changes in taxation or sector risks, and

3. The transaction consists of (a) variable rate debt or commercial paper, (b) a non-
traditional debt structure (e.g. forward delivery bonds, long-dated maturities or
special call features), (c) a complex refunding, or (d) a public/private partnership.

All variable rate bonds, which may include variable rate demand notes, commercial paper,
etc., are expected to be issued on a negotiated basis. The City shall retain a minimum of two
broker/dealers or remarketing agents for each issuance of variable rate indebtedness
exceeding $100 million. The broker/dealers or remarketing agents shall be retained for a
period co-terminus with the final maturity of any variable rate bonds provided that the City
may replace a broker/dealer or remarketing agent with notice at any time for any reason in
its sole discretion.

C. Private Placement

Any City obligations that lack an active-and liquid secondary market, and / or have complex
or unusual credit characteristics may be issued through a private placement pursuant to a
bond purchase contract and placed with an “accredited investor” (as defined in Rule 501(a)
of Regulation D under the Securities Act of 1933), subject to the Director-of Public Finance
* finding, in consultation with the City’s municipal advisor, that such a sale method would will
result in a lower f\Veza“ cost than would be achieved by selling bonds at a public sale.
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IX.  Debt Structuring Practices

A. Standard Terms

‘The following terms shall be apphed to the City’s transactions as appropuate Ind1v1dua1
terms may change as dictated by the marketplace of the umque qualities of the transaction.

1. General Obligation Bonds:_

1. Term
o 1. Maximum Interest Rate
- iii. © Maximum Premium
tv. Maximum Discount
V. Payment Dates — Fixed
vi. Coupons

vii.  Call Provisions

viii.  Structure of Debt

ix. - Project Fund
. Debt Service Reserve

v .

xi.  Capitalized Intefest
xii.  Reimbursement Resolution

Xiil.  Budgeting Debt Service

Typically 20 to 30 years but up to 40 years
may be considered; '
Not-to-exceed 12%;

Case by case determination; A
Not less than par, unless market conditions
dictate otherwise;

. June 15 (principal redemptlon and interest)

and December 15 (interest only); the first
payment may be extended by up to 18
months to ensure that a payment is not
placed on the tax roll until after the bonds
are issues; g
Fixed or variable;

All debt will be callable at the earliest
possible optxonal call date consistent with
optimal prlcmg, _
Level debt service; or structured to meet
debt capacity constraints;

Gross funded;

None; unless market conditions d1ctate
otherwise;

Case by case determination;

Maximize capitalization of all appropriate
costs into the cost of the asset; will adopt
as appropriated; and

Debt service shall be included in the tax
levy as needed to repay the bonds.

[Remainder of Page Intentionally Left Blank.]
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2. Lease Revenue Bonds/Certificates of Participation:

e
iif.
tv.

vi.
vil.

viil.

Xi.

Xii.

- xili.

Debt Policy of the City and County of San Francisco

Term

Maximum Interest Rate
Maximum Premium
Maximum Discount

" Payment Dates — Fixed

Coupons,
Call Provisions

Structure of Debt.

Debt Service Resetve

- Capitalized Interest

Net Funding
Reimbursement Resolution

Budgeting Debt Service

TYpically 20to 30 yéars but up to 35 years
depending on cash flow assumptzons
construction timeline, and remaining useful

. life of the asset being financed;

Not-to-exceed 12%;

Case by case, as recommended by MA,;
Case by case, as recommended by MA;
March /April 1 and September/October 1;
equipment lease revenue bonds pay
principal in both April and October;
subject to change with revenues;

Fixed or variable;

~ All debt will be callable at the earliest

possible opt10na1 call date oonSIStent with
optimal pricing;

Level debt service, unless otherwise
dictated by revenues or underlying
remaining useful life;

TLesser of 10% of principal amount, 125% -

average annual debt service or 100%
maximum annual debt service. Surety
policies or letters of credit may be used in
lieu of cash funded debt service reserve.
Prior to issuance of any bonds the
Controller or Director of the Office of
Public Finance may recommend a lower
debt service reserve requirement, provided

" it is economic to do so;

Sized through substantial completion plus
a minimum of six months unléss other -
assets are available; liquidated damages of
construction contract should include
amount of daily debt service;

The project and capitalized interest funds
may be net funded if investments are
secured upon issuance of bonds;
Maximize capitalization of all appropriate
costs into the cost of the asset; will adopt
as appropriated; and

Budget shall typically be for gross debt
service.

15 of 27

945



3. Yariable Rate Bonds: The City may elect to issue any bonds as variable rate bonds,
which bonds may bear interest at daily, weekly, monthly, semi-annual or
commercial paper segment rates.

i. Purpose © Reduce net borrowing costs; match of
' A assets and liabilities;
if. Max. Portfolio Allocation No more than 25% of the City’s

outstanding debt portfolio shall be
unhedged, variable rate short-term paper;

iii. Term - Consistent with policies for underlying
‘ -debt types;
iv. Maximum Interest Rate - Not-to-exceed 12%;
v, Monitoring OPF shall monitor all variable rate bonds

on a monthly basis and shall determine, -
from time to time, whether to change
modes, alter hedging strategies and/or
replace a broker-dealer or remarketing
v agent;
vi. Budgeting OPF will recommend annually budgeted
. debt service on any variable rate bonds,
taking into account ongoing fees, historic
interest rates, the effect of risk mitigation
products, and the availability of fund
balances carried forward from.previous
years’ savings. To protect against volatile
interest rates, a cushion will be accounted
. for in the budgeted amount;
vii.  Remarketing Provisions OPF shall endeavor to include a provision
‘ o that requires the remarketing agent(s), in

the event of a failed remarketing, to
purchase the City’s bonds; at prevailing
interest rates, for up to 30 days; the
purpose of such provision is to allow the
City ample time to convert illiquid bonds
to an alternative, marketable mode before
incurring liquidity rates, if market
conditions allow;

viii.  Call/Conversion Provisions On any date without penalty; no more than
‘ 10 days’ notice;
ix. Credit Facility A credit facility shall be obtained, either

externally or internally, for all short-term

- indebtedness containing a put feature and
may be considered as an alternative to
short-term borrowing options. Credit
facility providers shall maintain short-term .
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ratings from at least two nationally
recognized statistical rating organizations
(“NRSRO”) equal to equivalent to or better
than P-1/A-1/F1, and long-term ratings
from at least two NRSRO equal to or better
: than A2/A/A,
X, Disclosure - - If required by law, the City will provide
' ’ ' continuing disclosure in accordance with
* its customary practices for any short-term

debt with a final, stated maturity exceeding
3 years; and

xi. Mode : All bonds issued as variable rate bonds
shall be issued as “multi-modal” bonds.

B. Capitalized Interest Policy. The City will consider capitalizing interest during the
construction period of a revenue producing asset, or alternatively for lease-lease back
transactions, interest will be capitalized until the City has beneficial use and enjoyment of
the asset. : o

C. Call Option Policy. For each transaction the Director of Public Finance will evaluate
the appropriateness of call options. A call option gives the City the right to prepay or retire
debt prior to its stated maturity. In the case of high interest debt, or debt with onerous
covenants outdated provisions, the City may be able to achieve interest rate cost savings or
otherwise obtain more advantageous bonding terms. Because investors would face
reinvestment risk if called early, investors may seek an early call premium. Accordingly,
for each transaction the Director of Public Finance will evaluate the cost of call options
based on the cost of the option and market conditions, among other factors.

D. Debt Service Reserve Policy. The City does not establish a debt service reserve for ’
general obligation bonds. For all other obligations, the City will determine the level of the
debt service reserve in accordance with federal tax law, and other market conditions.
Reserve funds are typically sized to equal the lesser of 10% of principal amount, 125%
average annual debt service or 100% maximum annual debt service, although the City may
seek to establish a lower funding amount, provided it is economic to do so.

X. Derivatives Policy

Properly used, interest rate swaps, and related financial instruments such as swap options,
can be beneficial interest rate management tools that can assist the City as part of its overall
debt and investment management program. Interest rate swaps are appropriate for use when
they are designed to achieve specific financial objective(s) consistent with the City’s overall
 financial policy and strategy. However, these products also carry with them certain risks not
faced in standard debt instruments which are often difficult to quantify. If there is a
compelling risk management reason to utilize derivative products, OPF will review a
proposed transaction and, where appropriate, provide analysis and recommend approval by
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the Board of Supervisors. Prior to making such récommendation, OPF will submit to the
Board for discussion a Derivatives Policy designed to ensure that adequate internal controls
are in place to manage such instruments.

XI. Permitted Invesfcments

All investments of bond proceeds and debt service reserve funds shall adhere to the
Treasurer’s Investment Policy overseen by the County Treasury Oversight Committee, With.
the exception of Investment Agreements, investments shall not allow security types or credit
standards less than those of the Treasurer’s Investment Policy. Investment agreements shall
be selected as provided in subsection below.

1. Investment Agreements ( “TAs”):

1. Purpose . a) maximize interest earnings, within the
- parameters permitted by law, thereby
reducing net borrowing cost, b) match of
assets and liabilities, and/or ¢) hedging;

ii. Counterparty Minimum rating of the second highest
' ranking from at least one major NRSRO;
1. Mandatory Termination Limited to credit-related events and
default; o
iv. Cure Provisions : Timelines on City’s obligdtions to cure
‘ must provide for appropriate legislative
: action; ‘ ' ,
v. City’s Priority of Payment Termination Payments - subordinate to
4 , related debt payments;
Vi. Procurement/Award ' Award based on best bid as defined in bid
form after limited negotiation of terms; and
vii,  Term , Not in excess of the term of the bonds. '

[Remainder of Page Intentionally Left Blank.]
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XIL

External Consultants.

. Bond, Tax and Disclosure Counsel: The City Attorney’s Office shall select bond,

tax and /or disclosure counsel for each transaction.. The City Attorney’s Office
will periodically discuss the performance of Bond Counsel, Tax or Disclosure
Counsel with OPF in terms of cost, quality and timeliness of legal services.

. Municipal Advisors: OPF may determine to utilize the services of independent
_ municipal advisor(s) and feasibility consultant(s) (“MA”) on debt financing when

prudent. OPF shall utilize a request for qualifications (“RFQ*) and/or request for
proposals (“REP”) selected pool of such municipal advisors to mitigate time
constraints and reduce overhead costs. of the City in procuring such services.

- Services shall be documented by contract and compensation shall be capped. All

municipal advisors shall be registered with the Municipal Securities Rulemaking
Board (“MSRB”) as well as the Securities and Exchange Commission (“SEC”).
No municipal advisor shall also setve as an underwriter on a given transaction.
OPF will select a specific firm(s) to serve as the City’s Independent Registered
Municipal Advisor (“IRMA™), as detined by the SEC, In order to facilitate open
communication with underwriters, the City will prepare and post on its website a
letter stating that the City has an IRMA. Before acting on any proposal received
from underwriters in the City’s pool; the City may provide. the proposal to the-
IRMA and consider all feedback received from the IRMA.

. Rebate Consultant: Rebate consultant shall be selected from an established pool

through an RFQ process. All rebate consulting contracts for tax-exempt long-
term obligations will be for a set term with optional 1-year extensions. Rebate
analyses will be performed annually at fiscal year-end by the rebate consultant
and on every fifth anniversary of the bond issue until proceeds are fully expended.

. Secondary Market Dissemination Agents:, OPF will serve as dissemination agent

for the City’s secondary market obligations. OPF will evaluate from time to time
the cost effectiveness of the use of outside consultants to serve as dissemination
agent for the City’s secondary market disclosure obligations and may appoint
such outside consultant as dissemination agent.

. Fiscal & Tax Consultant: For Land Secured District financings, OPF mayk select

a consultant to provide services in connection with formation of tax districts;
annexation of property into special tax districts; issuance of special tax bonds;
ongoing administration of the special tax district, including calculations and
preparation of the levy and tracking of tax collection; and other related tasks.

X1II. Counterparty and Fiduciary Relationships

. Broker-Dealers and Remarketing Agents: For all variable rate bonds, OPF shall

select by RFP broker-dealers or remarketing agents for each transaction and
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monitor performance on a monthly basis. The City may repléce a remarketing
agent or broker-dealer with notice at any time.

2. Investment Agreement Counterparties: Selected by RFP in accordance with
relevant bond documents and the Treasurer’s Investment Policy.

a. Collateralized Guaranz‘eed Investment Contracts (GICs)/Full Flex

 Repurchase Agreements: Investment of funds in GICs is permitted, as per
Section 5922 of the Government Code, when collateralized by U.S.
Government guaranteed and direct obligation securities. Collateral mustbe
held by a third party institution, and must be marked to market on a weekly = -
basis to a minimum of the value of the outstanding balance of the contract.
The maximum maturity date oh a GIC is limited to the final maturity date
of the bonds being issued. ‘

b. Uncollateralized Guaranteed Investment Contracts (GICs): Investment of
funds in GICs which are not initially collateralized is permitted, as per
Section 5922 of the Govetrnment Code, only if (a) the term of the GIC does .
not exceed three (3) years, (b) the counterparty to the GIC is rated in the
highest long-term rating category by two Nationally Recognized Statistical
Rating Organizations (NRSROs) or whose payment obligations under such
GIC are insured or guaranteed by an entity the unsecured obligations of
which are so rated), and (c) the GIC requires that it be collateralized as
described above within ten (10) of the rating agency publication of a
downgrade of the counterparty’s rating below the highest long-term rating -
category by any NRSRO.

C. Repurchase and Forward Delivery Agreements: Bond proceeds may be
invested in term repurchase agreements or forward-delivery agreements
with primary.dealers of the Federal Reserve Bank of New York rated “A”

. or better by any NRSRO with which the City has entered into a Master
Repurchase Agreement. This MRA will be modeled after the Securities
Industry and Financial Matkets Association (SIFMA)’s MRA. All collateral
used to secure this type of transaction is to be delivered to a third party prior
to release of funds. The third party will have an account in the name of the
City. The market value of securities used as collateral for repurchase
agreements shall be monitored on a daily basis by the Treasurer and will not
be permitted to fall below 102 percent of the value of the repurchase
agreement, Collateral shall not include strips, zero-coupon instruments or
instruments with maturities in' excess of five years. The right of substitution
will be granted, provided that permissible collateral is maintained. In order
to conform with provisions of the Federal Bankruptcy Code which provides
for the liquidation of securities held as collateral for repurchase agreements,
the only securities acceptable as collateral shall be securities that are direct-
obligations of and guaranteed by the U.S. Government and Agency
securities as permitted under this policy. The City will maintain a first’
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perfected security interest in the securities subject to the repurchase
agreement and shall have a contractual right to liquidation of purchased
securities upon the bankruptcy, insolvency or other default of the
counterparty.

3. Credit Enhancement Providers:

a. Bond Insurance — All or any portion of an issue of Bonds may be credit -
enhanced by bond insurance provided by municipal bond insurers (“Bond
Insurers™) if it is economically advantageous to do so, or if it is otherwise
deemed necessary or desirable in connection with 'a particular issue of
Bonds. The relative cost or benefit of bond insurance may be determined by
comparing the amount of the bond insurance premium to the present value
of the estimated interest savings to be derived as a result of the insurance.

A surety bond, a form of insurance provided by Bond Insurers, can be
purchased to meet the debt service reserve fund requirement on ai issue of -
Bonds. Under this arrangement, instead of depositing Bond proceeds in the
debt service reserve fund, the City buys a surety policy by paying a one-
time premium equal to a percentage of the face amount of the policy. The
City may use a surety policy in lieu of a debt service reserve fund when
available and economically feasible.

b. Credzt Facilities — The issuance of certain types of Bonds may require a
letter of credit or 11qu1d1ty facility or a revolving line of credit for short-term
. borrowings may be considered from a qualified financial institution to
provide liquidity and / or credit support (each a “Credit Facility”). A Credit
Facility may be necessary for credit support on commercial paper and
variable rate bonds with a tender option, , as an alternative to other short-
term borrowing options, and Bonds that could not receive an investment

- grade credit rating in the absence of such Credit Facility.

The Director of Public Finance shall consider the likely remedial strategies
in the event of a material decline in the Cred1t Facility provider’s credit
quality.

The criteria for selection of a Credit Famhty pr0v1der shall include the
following:

1. Long-term ratings from at least two NRSROS equal to or better than

A2/AJA or equivalent;
ii. Short-term ratmgs from at least two NRSROs equal to or better than
P-1/A-1/F1;
\ iii. Expenence prov1dlng such facilities to state and local government
~ issuers;
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iv. Fees, including without limitation initial and ongoing costs of the
Credit Facility; draw, .transfer, and related fees; counsel fees;
" termination fees and any trading differential; and
v. Willingness and ability to agree to the terms and conditions required
by the City.

c. Selection— Credit Facility providers will be selected by RFP issued by OPF
or its agent and subject to negotiation of terms. To the extent necessary or
desirable, and in accordance with City’s debt approval procedures, the
Director of Public Finance may elect to extend the term of an existing Credit
Facility on or before the expiration date. The decision to extend such Credit
Facility shall be supported by a review of the Credit Facility market and
available alternatives,

d. Replacement — In the event that a Credit Facility provider experiences
financial or other distress, such as a material credit rating downgrade below
the thresholds detailed in this Section XIIL, the Director of Public Finance,
to the extent necessary or desirable, shall seek to replace the related provider
subjeét to any required approvals by the Board of Supervisors. The Director
of Public Finance shall take into consideration:

i The impact on the City’s own credit rating;
it.  The remaining value of the existing Credit Facility;
iii.  The financial impact of any replacement; and
iv.  Any other material financial or other consideration.

4, Trustees: The Trustee shall have a combined capital and surplus of at least
$50,000,000 and be subject to supervision or examination by federal or state
authority.

5. Underwriters: .OPF may determine to retain underwriters for negotiated and
private placement bond transactions. OPF will utilize an RFP-selected pool of
such underwriters advisors to mitigate time constraints and reduce overhead costs -
of the City in procuring such services. Services shall be documented by contract
and cempensation shall be capped. Underwriters may be required to execute
confidentiality agreements with the City prior to the commencement of work.

XIV. PostIssuance Debt Administration and Secondéry Market Disclosure

1. Secondary Market Disclosure; Annual Report: Material Event Notices;
 Yoluntary Event Disclosure: OPF shall comply with all contractual obligations
with respect to the provision of annual operating data and financial information
in order to comply with federal securities disclosure laws. OPF will also strive
to maintain good investor relations through the timely filing with the Electronic.
Municipal Marketplace Access (EMMA) of material financial information. The
City will covenant to provide annual disclosure in accordance with SEC Rule
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15¢2-12. The City will also covenant to provide its annual disclosure report (the
“Annual Report”) no later than 270 days following the end of the fiscal year, but
the City will strive to issue the Annual Report as soon as practical following the
issuance of the City’s Comprehensive Annual Financial Report (‘CAFR”). The
Annual Report shall includé CUSIPs, trustee and City contacts, and applicable
project status as required, for all transactions subject to annual reporting.

OPF will also timely file with EMMA:

o Event Notices: The City will, or cause its dissemination agent to,
disseminate timely event notices with EMMA in accordance with
the provisions of SEC Rule 15¢2-12, as further described in
Appendix 1. v_ :

s Voluntary Event Disclosure: The City shall, or cause its
dissemination agent to, submit its 6-month Budget Report, 9-month
Budget Report, and S-year Financial Plan to EMMA or the
Controller’s website as soon as practical.

2. OPF Website: OPF will maintain its website to include information on the 1)
City’s GO ratings, 2) debt issuance statistics, 3) official statements when
available, 4) notices for upcoming bond sales; and 5) other miscellaneous reports,
notices, and disclosures required by law.

3. State Reporting Requirements: The City will submit or cause to be submitted
timely reports to the California Debt and Investment Advisory Commission
(CDIAC) or California Controller’s Office pursuant to State law, including SB
1029 and AB 1666. These include submission of 1) Report of Proposed Issuance;
2) Report of Final Sale; and 3) any annual reports required for compliance with
SB 1029, as well as any Mello-Roos district reports required by AB 1666. In
accordance with SB 1029, OPF will work with the Controller’s office to ensure
that appropriate internal controls have been adopted and implemented by the City.

4. Insurance Certifications: The City (through its Risk Manager) will agree to
provide annual insurance certification to the Trustee and Bond Insurer on lease
revenue bonds and COP financings as and when required.

5. Annual Budgetary Certifications: The City will agree to covenant to provide
annual budgetary certifications to interested parties, if requested, no less than 60
days following the adoption of the City’s budget. Pursuant to the City Charter,
the Board must adopt the annual budget by each July 31% and the Mayor must
sign it 10 days thereafter.

6. Ratings: OPF’s current practice is to secure underlying ratings on all newly
issued obligations from at least two major nationally recognized statistical rating
organizations, provided it is economical to do so. OPF may pursue additional
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ratings as circumstances warrant. OPF will promptly provide financial
information to such rating agencies in order to maintain the rating on the bonds.

7. Rating Agency Coordination; Annual Rating Agency Meeting: 1t is the policy of
the City to maintain the highest practical credit ratings without compromising
other City policy objectives. By maintaining the highest practical credit ratings,
the City can issue debt at the lowest possible interest costs. The Director of Public
Finance will be the point of contact with the rating agencies and will promptly
provide financial and operating data to the rating agencies as requested. The
Director of Public Finance will offer to meet with each rating agency wh1ch

- maintains a ratmg on the City’s bonds at least annually.

8. Citywide Ratings-Notification: OPF will promptly provide notice of any changes
in City general fund ratings or outlook to the Mayor, the Mayor’s Budget Director
and Press Secretary, City Controller, City Treasurer, Chief Investment Officer,
President of the Board of Supervisors, Chair of the Budget and Finance
Committee of the Board of Supervisors, Budget Analyst to the Board of
Supervisors and the DPWG. OPH will work with the City Attorney and
Disclosure Counsel to ensure that material event notices regarding such rating
action is timely filed with EMMA.

9. Training: OPF will work with the City Attorney’s office to ensure that training
_ is conducted for City officials and staff regarding the disclosure obligations of
City officials in connection with the issuance of bonds. The purpose of the
training is to ensure that City officials and staff are aware of their respective legal
- obligations under the federal securities laws in connection with the issuance of .
bonds. City officials ot employees will be required to attend disclosure training
sessions as provided in the City’s Disclosure Controls and Procedures attached -
hereto as Appendix I.

10. Relationship with Other City Entities: The Director of Public Finance will
maintain communications with the City’srelated issuers of long-term obligations,
including through periodic meetings, conference calls and status reports, and may
consult with such issuers regarding the proposed issuance of Bonds, the use of
derivatives, credit and rating strategies, and other related matters.

11. Bi-dnnual Review of Policy: OPF will conduct a bi-annual review and evaluation
of this Policy. As appropriate, OPF shall amend the Policy to be consistent with
changes in the federal and state securities laws, pronouncements of the Securities
and Exchange Commission and such other matters as the Director of Public -
Finance deems necessary or desirable, in consultation with the City Attorney (as
necessary). '

XV. PostIssuance Afbitrage'Rebate Tax Compliance
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-OPF will manage post issuance tax compliance matters relating to the obligations issued
by the City. The person(s) who hold the following title(s) shall be responsible for
monitoring ongoing tax compliance matters relating to the Bonds, including compliance
with the arbitrage rebate requirements of Section 148 of the Code, as set forth in these
Procedures, which are intended to satisfy Section 7.2.3.4.4 of the Internal Revenue Manual:
Director of Public Finance of the City and County of San Francisco. '

‘ A. External Advisors / Documentation

The Director of Public Finance, to the extent necessary, will consult with the City Attorney,
bond counsel and other legal counsel and advisors following issuance of the Bonds to
ensure that all applicable post-issuance requirements in fact are met. Such consultation will
include, without limitation, questions about future contracts with respect to the use of
Bond-financed or refinanced assets.

The Director of Public F inance, will from time to time engage expert' advisors (each a
“Rebate Service Provider”) to assist in the calculation of arbitrage rebate payable in respect
. of the investment of Bond proceeds as required under the Code.

The Director of Public Finance will prepare (or cause to be prepared) regular, periodic
statements regarding the investments and transactions involving Bond proceeds and such
statements shall be delivered to the Rebate Service Provider if it so requests. -

B. Arbitrage Rebate and Yield

In connection with Bonds subject to this Debt Policy, the Director of Public Finance shall
be respon31ble for:

- ‘engaging the services of a Rebate Service Provider and, prior to each rebate
calculation date, causing the trustee or other account holder to deliver periodic
statements concerning the investment of Bond proceeds to the Rebate Service
Provider;

«  providing to the Rebate Service Provider additional documents and information
reasonably requested by the Rebate Service Provider;

«  monitoring efforts of the Rebate Service Provider;

+  assuring payment of required rebate amounts, if any, no later than 60 days after
each 5-year anniversary of the issue date of the Bonds, and no later than 60 days
after the last Bond of each issue is redeemed;

« . during the construction period of each capital project financed in Whole' or in part
by Bonds, monitoring the investment and expenditure of Bond proceeds and

consult with the Rebate Service Provider to determine compliance with any
applicable exceptions from the arbitrage rebate requirements during each 6-
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month spending period up to 6 months, 18 months or 24 months, as apphcable
followmg the issue date of the Bonds; and

retaining copies of all arbltrage reports and account statements.

C. Use of Bond Proceeds and Bond-Financed or Refinanced Assets

The Director of Public Finance, together with the Controller’s Office and applicablé City
departments, shall be responsible for: '

monitoring the expenditure of Bond proceeds and the use of Bond-financed or
refinanced assets (e.g., facilities, furnishings or equipment) throughout the term
of the Bonds to ensure compliance with covenants and restrictions set forth in any
tax agreement relating to the Bonds;

maintaining'fecords identifying the assets or portion of assets that are financed or
refinanced with proceeds of each issue of Bonds, including a final allocation of
Bond proceeds as described below under “Record Keeping Requirements™;

consulting with the City Attorney, bond counsel or other legal counsel and
advisers in the review of any contracts or arrangements involving use of Bond--
financed or refinanced assets to. ensure compliance with all covenants and
restrictions set forth in the Tax Agreement relating to the Bonds;

maintaining records for any contracts or arrangements involving the use of Bond-.
financed or refinanced assets as described below under “Record Keeping
Requirements”;

conferring at least annually with' personnel responsible for Bond-financed or
refinanced assets to identify and discussing any existing or planned use of Bond-
financed or refinanced assets, to ensure that those uses are consistent with all
covenants and restrictions set forth in the Tax Agreement relating to the Bonds

and

to the extent that OPF, or any City department, discovers that any applicable tax

restrictions regarding use of Bond proceeds and Bond-financed or refinanced
assets will or may be violated, consult promptly with the City Attorney, bond
counsel and other legal counsel and advisers to determine a course of action to
remediate all nonqualified bonds, if such counsel advises that a remedial action
is necessary.

D, Record Keeping

The Director of Public Finance will keep and maintain the following documents for the -
term of each issue of Bonds (including refunding Bonds, if any) plus at least six years:
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* a copy of the Bond closing transctipt(s) and other relevant documentation
delivered to the City at or in connection with closing of the issue of Bonds,
including any elections made by the City in connection therewith;

« a copy of all material documents relating to capltal expenditures financed or
refinanced by Bond proceeds, including (without limitation) construction
contracts, purchase orders, invoices, trustee requisitions and payment records,
draw requests for Bond proceeds and evidence as to the amount and date for each -
draw down of Bond proceeds, as well as documents relating to costs paid or .
reimbursed with Bond proceeds and records identifying the assets or portion of
assets that are financed or refinanced with Bond proceeds, including a final
allocation of Bond proceeds;

- acopy of all contracts and arrangements involving the use of Bond-financed or
refinanced assets; and

= a copy: of all trustee ,.statements', mcluding record of investments, investment
agreements, arbitrage reports and underlying documents in connection with any
investment agreements, and copies of all bidding documents, if any.

[Remainder of Page Intentionally Left Blank.]
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‘ Article I
General

Section 1.1.  Purpose. The purpose of the City and County of San Francisco Disclosure
Policies and Procedures (these “Procedures™) is to establish processes and controls (i) so
that the financial disclosures that the City and County of San Francisco (the “City””) makes
are accurate and comply with all applicable federal and state securities laws, and (ii) to
- promote best practices regarding disclosures relating to bonds, certificates of participation,
or other financial obligations of the City (“Obligations™).

These Procedures apply to Obligations issued under the supervision of the City’s Office of
Public Finance (“OPF”). These Procedures do not apply to obligations issued by other
departments or enterprises of the City, including the Airport Commission, the Mayor’s
Office of Housing and Community Development, the Municipal Transportation Agency,
the Port Commission, or the Public Utilities Commission. Further, certain types of
transactions, such as bonds issued for Community Facilities Districts, Infrastructure
Financing Districts, Assessment Districts or Green Bond financings, may require
additional disclosures that are unrelated to the requirements of federal and state securities
laws. OPF may develop additional procedures from time to time for those types of
disclosures. '

The City’s policy for when the City serves as a conduit issuer is to require the conduit
borrower to enter into any required continuing disclosure agreement to provide for the
continuing disclosure of information relating to such issuance, the borrower and other
matters as specifically provided therein. The conduit borrower shall also indemnify the
City against any unfrue statement made in relation to a disclosure document for such
issuance. The offering documents for conduit issuances shall also contain approprlate
~ disclaimers specifying the limited 1nformat10n supplied by the City.

These Procedures should be read in conjunction with Article XIV of the Debt Policy of the
City and County of San Francisco (the “Debt Policy™). '

The failure of OPF to comply with any provision of these Procedures shall not affect '
the authorization or the validity or enforceability of any Obligations that are
otherwise issued by the City in accordance with law.

Section 1.2.  Disclosure Practices Working Group. To better carry out the purposes set
forth in Section 1.1 of these Procedures, a Disclosure Practices Working Group (the
“DPWG”) is established. Membership of the DPWG shall consist of: (1) the Director of
Public Finance, (2) the Mayor’s Budget Director (or the Director’s designee), (3) the
Controller (or the Controller’s designee), and (4) the Treasurer (or the Treasurer’s
designee). The City Attorney (or the City Attorney’s designee, who shall be a Deputy City
Attorney specializing in public finance), together with Disclosure Counsel, shall advise the
DPWG on requirements of the federal securities laws. Even though the members of the
DPWG may meet and discuss disclosure-related matters from time to time, such meetings
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shall not constitute a meeting of the DPWG unless the City Attorney (or Deputy City
Attorney) and Disclosure Counsel also participate in the meeting.

Section 1.3.  Definitions. Unless otherwise defined in this document, initially capitalized
terms used in these Procedures shall have the meanings set forth below:

“CAFR” means the City’s Comprehensive Annual Financial Report.

“CDA” means a Cdntinuing Disclosure Agreement of the City entered into
pursuant to SEC Rule 15¢2-12.

“City” means the City and County of San Francisco, California.

“City Financial Statements” means that portion of the CAFR that are the audited
financial statements, including the notes and management letter relating thereto.

“Contributor” means each person contacted by the Disclosure Coordinator or the
Disclosure Practices Working Group -to assist with the review or preparation of a
Disclosure Document as described in Section 4.1, or such person’s designee.

“Debt Policy” means the Debt Policy of the City and County of San Francisco.

“Disclosure Counsel” means the law firm or law firms engaged by the City
Attorney to advise the City with respect to disclosure obligations and requirements under
federal securities laws. o

“Disclosure Coordinator” means the Director of Public Finance, or such other City
official designated by the Controller from time to time.

“Disclosure Documents” means those documents defined as such in Section 2.1.

“Disclosure Pracz‘z‘ces Working Group” or “DPWG” means the Disclosure
Practices Working Group as identified under Section 1.2 of these Procedures.

~ “Dissemination Agent” means the dissemination agent appointed by the City to
disseminate reports and post notices on EMMA pursuant to the City’s secondary market
obligations. The Dissemination Agent may be an employee of the OPF or a third-party
dissemination agent. ‘

“EMMA” means the Electronic Municipal Market Access system of the MSRB.

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity
designated or authorized by the Securities and Exchange Commission to receive filings
pursuant to Rule 15¢2-12 under the federal Securities Exchange Act of 1934, as the same
may be amended and modified from time to time.

“Obligations” means bonds, certificates of participation, or other financial
obligations of the City. '
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“OPF” means the City’s Office of Public F ihanee.
“Preparer” means those persons defined as such in Section 4.2.

“Procedures” means these Municipal Finance Disclosure Policies and Procedures,
as the same may be supplemented and amended from time to time.

“SEC” shall mean the United States Securities and Exchange-Commission.

Section 1.4.  Meetings of the Disclosure Practices Working Group. The DPWG shall
meet as often as necessary to fulfill its obligations, and generally shall meet at least once
every two years to discuss matters related to these Procedures. Meetings of the DPWG are
intended to be internal meetings of City staff and shall not be deemed to be public meetings
for purposes of the Brown Act or the City’s Sunshine Ordinance.

Any member of the DPW G may request a meeting of the DPWG to discuss any topic within
the scope of these Procedures. If requested, the Disclosure Coordinator will endeavor to
convene a meeting of the DPWG. Members of the DPWG may participate in meetings by
telephone. The Disclosure Coordinator shall keep a record of DPWG meetings and a brief
summary of the matters discussed.

_ Article I1
Disclosure Documents

Section 2.1.  Disclosure Documents. For purposes of these Procedures, the term
“Disclosure Documents” shall mean (i) the City’s documents and materials prepared or
distributed in connection with the City’s disclosure obligations under applicable federal
and state securities laws relating to its securities and (ii) other disclosure that the DPWG
shall determine to review and approve. Disclosure Documents shall include, but not be
limited to, the following:

(A)  Preliminary and final Official Statements and Private Placement
Memoranda relating to the City’s Obligations or containing City financial
information, together with any supplements; and

(B)  any disclosure filing made by the City with the MSRB throilgh EMMA,
whether made under a continuing disclosure agreement to which the City is
a party or made voluntarily.

The term “Disclosure Documents” shall also include any other disclosure that the DPWG
designates as such pursuant to Section 4.2(A) below.
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Article III
Continuing Disclosure

In connection with each public offering of Obligations, the City enters into a Continuing
Disclosure Agreement (“CDA”) in order to assist underwriters in complying with their
obligations under SEC Rule 15¢2-12(b)(5). The provisions of the CDAs relate to 1) the
City’s provision of annual reports to MSRB, specifying the contents and timeliness of those
reports; and 2) the City’s timely disclosure of certain categories of so-called “significant
events”. :

Section 3.1  Annual Reports.

The CDAs provide that the City shall, or shall cause its Dissemination Agent to, not later
than 270 days after the end of the City’s fiscal year (which is June 30), provide the MSRB
through filing with EMMA an Annual Report, which shall contain or incorporate by
reference the information required by SEC Rule 15¢2-12 and each of the City’s CDAs.

Before any Annual Report is filed with EMMA:

1. Disclosure Counsel and City Attorney’s office shall have confirmed in writing to
the Disclosure Coordinator that each has reviewed the Annual Report; and

2. The members of the DPWG shall have confirmed, in writing or verbally ata DPWG
or due diligence meeting, to the Disclosure Coordinator that they have reviewed the
Annual Report and that they are not aware of any material inaccuracies or omissions
in the Annual Report.

The Annual Report is required to include a copy of the City Financial Statements. The
Controller shall determine which City officials will play a role in preparing and reviewing
the City Financial Statements and shall implement such internal procedures for this review
as the Controller deems appropriate, if any.

Section 3.2 Significant Events.

SEC Rule 15¢2-12 provides that the City shall give, or cause to be given, in an electronic
format as prescribed by the MSRB, notice of the occurrence of any of the following events
not later than ten business days after the occurrence of the event:

1. Principal and interest payment delinquencies;

2. Non-payment related defaults, if material;

3. Unscheduled draws on debt service reserves reflecting ﬁnéncial difficulties;
4. Unscheduled draws on credit enhancements reflecting financial difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;
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6. Adverse tax opinions, the issuance by the I.R.S. of proposed or final determinations
of taxability, Notices of Proposed Issue, or other material notices or determinations
with respect to the tax status of the securlty, or other material events affecting the
tax status of the security;

7. Modifications to rights of security holders, if material;
8. Bond calls, if material, and tender offers;
9. Defeasances;

10. Release, substitution, or sale of property securing repayment of the securities, if
material;

11. Rating changes;
12. Bankruptcy, insolvency, receivership or similar event of the obligated person;

13. Consummation of a merger, consolidation, or acquisition, acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated
petson, 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
relating to any such actions, other than pursuant to is terms, if material;

14. Appointment of a successor or addltlonal trustee or the change of name of a trustee
if material;

15. Incurrence of a financial obligation of the obligated person, if material, or
agreement to covenants, events of default, remedies, priority rights, or other similar
terms of a financial obligation of the obligated person, 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 obligated person, any
of which reflect financial difficulties.

SEC Rule 15¢2-12 defines the term financial obligation to mean a:

(A) Debt obligation;

(B) Derivative instrument entered in connection with, or pledged as security or a
source of payment for, an existing or planned debt obligation; or

(C) Guarantee of paragraph (A) or (B).

The term “financial obligation” under SEC Rule 15¢2-12 does not include municipal
securities for which a final official statement has been provided to the MSRB consistent
with SEC Rule 15¢2-12. ‘
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Financial obligations can take various forms. With respect to leases, a lease only
constitutes a financial obligation if it operates as a vehicle to borrow money, i.e., where
both (1) the. City is the lessee and (2) the lease rentals represent obligations (whether by
the City or the lessor) to repay money over time. All other leases, whether real property or
equipment, entered in the ordinary course of business shall mot constitute financial
obligations.

Commercial paper notes are financial obligations, but an event notice is only filed when a
major legal document associated with the commercial paper note program is entered into,
amended or extended. The major legal documents include any bank reimbursement
agreement, any letter of credit, or any other notes credit facility. An event notice need not
be filed when the outstanding amount of commercial paper increases or decreases, or the
utilized or unutilized portion of a related credit facility changes, because notes are issued
or repaid.

Any debt obligation, or guarantee of a debt obligation, that has an aggregate principal
amount of $25,000,000 or greater, shall be evaluated as potentially being material.

Each member of the DPWG shall notify the Disclosure Coordinator if such member
becomes aware of any of the events listed above. The DPWG shall meet to discuss the
event or correspond via email, as appropriate, and determine in consultation with
Disclosure Counsel and the City Attorney’s office whether a filing is required or is
otherwise desirable.

If any member of the DPWG has reason to believe that the City is experiencing financial
difficulty, such member shall inform the Controller of the relevant circumstances, and the .
Controller shall determine, in consultation with the City Attorney’s office and Disclosure
Counsel, as appropriate, whether a financial difficulty exists. If the Controller determines
that a financial difficulty does exist, the Disclosure Coordinator shall convene a meeting
or email discussion of the DPWG to determine what enhanced procedures might be
appropriate to identify events of the type described in numbered paragraph 16 above.

If a DPWG member or the chief financial officer of a City department has reason to believe
that a City department is experiencing financial difficulty that is resulting or may result in
an event of the type described in numbered paragraph 16 above, such official shall notify
the Disclosure Coordinator who shall consult with the Director of Public Finance and the
City Attorney’s office and decide whether to convene the DPWG to consider whether a
material event filing may be warranted.

Article IV
Review Process

Section 4.1.  Review of Form and Content of Disclosure Documents. The DPWG shall
review each Disclosure Document described in Section 2.1(A) and (B). This DPWG
review may occur at a meeting or via e-mail. The DPWG may require the attendance of
-all persons involved in the preparation or review of the Disclosure Document.
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In addition, the following procedures shall apply to Ofﬁ01a1 Statements
Remarketing Memoranda and Private Placement Memoranda:

When applicable, a draft offering document shall be submitted to the Board of
Supervisors together with each resolution or ordinance authorizing an Obligation. Such
resolution or ordinance shall include a provision for Board approval of the draft offering
document together with a delegation to the Controller or the Director of Public Finance to
finalize the offering document to, among other things, include the most recent City
financial information or other material information relevant to investors, and to otherwise
make corrections and clarifications needed so that such offerlng document complies with
federal securities laws.

(A) Disclosure Coordinator. The Disclosure Coordinator shall work with the
bond financing team (i.e., bond counsel, underwriter(s), underwriter’s counsel, municipal
advisors, and appropriate City staff), Disclosure Counsel, and such other individuals as
appropriate given the nature of the financing, to confirm that these Procedures are followed
with respect to the preparation and/or dissemination of any Disclosure Document.

(1) © The Disclosure Coordinator shall be responsible for soliciting
.material information from appropriate City departments in a timely manner and
shall identify Contributors who may have information necessary to prepare or who
should review portions of the Disclosure Document: These Contributors should be
timely contacted and informed that their assistance will be needed for the
preparation of the Disclosure Document. See Exhibit A for the form of Request for
" Information from Contributors. Each Contributor shall determine which
individuals or groups shall participate in the preparation of the Disclosure
Document (or relevant portion) and the sources from which to derive the
information the Contributor is asked to summarize or update in the Disclosure
Document.

(2)  The Disclosure Coordinator shall confirm to the DPWG that each
section of and all financial and operating information contained in the Disclosure
Document has been provided for review by departments and Contributors as
described above and that the Disclosure Coordinator has received a response from
each Contributor. The Disclosure Coordinator shall also confirm that “Appendix
A” and other information concerning the City’s financial condition has been
compared for accuracy against the City Financial Statements, including the notes

- of said financial statements, and the other financial reports prepared and released
by the Controller and the Mayor’s Office. -

(3)  The Disclosure Coordinator shall coordinate an internal City due
diligence session in connection. with any substantial update to the City’s
“Appendix A” disclosure, such as an update reflecting a new CAFR.

(4y  The Disclosure Coordinator or another member of the DPWG shall
report any significant disclosure issues, if any, and concerns to the DPWG. The
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DPWG shall consider whether such disclosure issues or concerns are material or
otherwise warrant changes to the draft Disclosure Document.

(5)  Prior to posting a preliminary Official Statement, the Disclosure
Coordinator shall have received written signoff on the Official Statement from the
Controller (or the Controller’s designee), the Director of Public Finance (or the
Director’s designee), the City Attorney or one or more Deputy City Attorneys, and
Disclosure Counsel for the transaction. For purposes of this policy, the Controller’s
execution of a certificate deeming a Preliminary Official Statement final shall also
serve as the Controller’s written sighoff on the contents of the Preliminary Official
Statement.

(B)  Responsibilities of Contributors. - Contributors shall assist in reviewing and
preparmg the Disclosure Document using their knowledge of the City and by discussing
the Disclosure Document with other members of their department to validate the accuracy
of the information and to determine whether any other information should be discussed or
disclosed. Once Contributors are notified of their need to participate in preparing a
Disclosure Document, each of the Contributors shall cooperate with DPWG requests. Each
Contributor shall represent to the Controller (in a form satisfactory to the Controller) the
accuracy and completeness of the section or sections for which the Contributor is
responsible. See Exhibit B herein.

Section 4.2. Review of Other Types of Disclosure Documents. The following

procedures shall apply to those Disclosure Documents that are not addressed in Section
4.1:

(A)  Public Document Releases and Other Communications. The anti-fraud
provisions of the Securities Laws apply to public document releases (including annual and
continual disclosures accessible on the Electronic Municipal Market Access system of the
Municipal Securities Rulemaking Board) and other communications that are reasonably
likely to reach investors or the securities markets and could be material to investors.
Without limitation, such releases could include press releases, reports, web site postings,
and other public communications of City officials and staff. While the DPWG will not
review all such communications, any City employee preparing (“Preparer”) information
for public release may request the DPWG to determine whether such document or other
communication should be filed as a material event or voluntary notice with the MSRB (as
provided in Section 2.1(B) above). Any member of the DPWG may request that the
Disclosure Coordinator convene the DPWG to determine whether any such document
should be treated as a Disclosure Document.

(B)  Notify Disclosure Practices Working Group. Ifthe DPWG determines that
a document is a Disclosure Document, the Preparer shall inform the DPWG of the
(i) expected completion date of the Disclosure Document and (ii) the expected
dissemination date of the Disclosure Document. The DPWG shall be provided with a

reasoname opportunity to review such Disclosure Document.
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(C) Involvement of Deputy City Attorney. The Deputy City Attorney
" specializing in municipal finance whom the City Attorney assigns to work on the matter,
in consultation with Disclosure Counsel, shall assist the Preparer to:

(D identify material information that should be disclosed; and

2) identify other persons that may have material information or knowledge of
any information omitted from such Disclosure Document.

(D) Dissemination of Disclosure Document. If the DPWG determines that
dissemination of the Disclosure Document or a material event or voluntary notice regarding
the contents of the Disclosure Document on EMMA is appropriate, the Disclosure

Coordinator shall cause the Dissemination Agent to timely file the Disclosure Document
on EMMA, as described in Article XIV of the Debt Policy.

. Article V
Training Policy

Section 5.1.. Training Sessions.

(A) City officials or employees with responsibility for providing, collecting or

. analyzing information that may be material to the preparation of a Disclosure Document

shall attend disclosure training sessions as conducted from time to time. The Controller

and/or the Director of Public Finance shall, through Contributors or directly, cause training
material to be distributed to employees of the City who will participate in the preparation

of Disclosure Documents for the first time. Such training materials shall include

information on the City’s disclosure obligations under applicable federal and state

securities laws and such individual’s responsibilities and potential liability regarding such

obligations. Such training sessions may be conducted by automated online training, in

person, or by video, if available.

(B)  If there is a question as to whether a class of employees shall receive such
training, the determination shall be made by the Controller, in consultation (if necessary)
with the City Attorney. The DPWG may also require training for a particular employee
not otherwise specified. ‘ ‘

- (C) At the request of the DPWG, the City Attorney’s office shall organize
separate training sessions for the members of the Board of Supervisors; provided however
such training should be undertaken no less than once every three years.

(D) - The Director of Public Finance and the City Attorney’s office will discuss
and develop training material for new developments under federal securities laws, or
otherwise, with the objective that the City maintains the best practices regarding its
disclosure obligations. '
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Article VI
Document Retention Policies

Section 6.1.  Official Statements.

o (A)  Materials retained. For a Disclosure Document that is an Official Statement
or similar document as referenced in Section 2.1(A), the OPF, on behalf of the DPWG,
shall maintain a transcript for the relevant financing, for a period of at least five years from
the date of delivery of the securities referenced in such Disclosure Document. Such
transcript shall include, at a minimum: : ‘

(1)  the printed copy of the preliminary and final Official Statement (or
preliminary and final Offering Memoranda);

(2)  the “deemed final” certification provided by a City official to the
underwriter of the securities in accordance with paragraph (b)(1) of Rule 15¢2-12;

(3) the bond purchase agreement or official notice of sale, as applicable;
and ‘

(4)  any written certification or opinions executed by a City official or
another financing party relating to disclosure matters, delivered at the time of
delivery of the related securities.

(B)  Materials not retained. These Procedures shall not require the DPWG to
retain after the date of delivery of the related securities the drafts of any of the materials
referenced in subsection (A) above.

Section 6.2.  Disclosure Documents other than Official Statements. For Disclosure
Documents other than those described in Section 5.1(A) above, the OPF, on behalf of the
DPWG, shall maintain a central depository with the following materials, for a period of
five years from the date the respective Disclosure Document is published, posted, or
otherwise made publicly available:

(1)  the final version of the Disclosure Document, and

(2)  if the Disclosure Document is posted on EMMA, a copy of the
receipt of filing generated by EMMA.

The DPWG shall not retain the drafts of any such materials.

Article VII
Confidential Submissions

Section 7.1.  Whistle Blower Complaint Program. The City shall encourage City
employees to contact the Controller’s Whistle Blower Complaint program with any
significant disclosure questions or concerns. The Controller’s office shall contact the
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DPWG as soon as pract1cal for any matter which Would have a serious impact on the City’s
Disclosure Documents.

Article VIII
Miscellaneous

Section 8.1.  Bi-Annual Review. The DPWG shall conduct a bi-annual review and
evaluation of these Procedures. As appropriate, the DPWG shall amend these Procedures
to be consistent with changes in the federal and state securities laws, pronouncements of
the SEC, and such other matters as the DPWG deems necessary or desirable.

Section 8.2.  Suspension of Requirements by Disclosure Prac‘uces Working Group. The
DPWG may waive or suspend any of the procedures set forth in these Procedures for a
particular transaction or type:of transaction, or for all transactions, should the DPWG
determine that compliance with such procedure is not practical or necessary to confirm the
accuracy and completeness of the related Disclosure Document(s).

Section 8.3  Periodic Review and Update of Investor Relations Website. The Disclosure
Coordinator shall review the City’s investor relations website at least annually to confirm
that it is up to date and shall maintain a written record of the dates such review has been
completed. The Disclosure Coordinator shall request and confirm the posting or removal
of information identified as necessary and appropriate as a result of such review.
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Exhibit A
Form of Request for Information from Contributors

The Office of Public Finance is requesting information from [department or division name]
to be included in a detailed disclosure of the City’s financial and operating data for an
[official statement] [annual report] to be issued by the City in connection with [the sale of
bonds or other securities] [federal annual reporting requirements for municipal securities].
This information will be disseminated publicly to the investing public, including
bondholders, rating agenc:les municipal advisors and other members of the investment
community.

Federal securities laws require that the information be complete, accurate, and in no way
‘misleading. Please review carefully and critically the information you are providing to be
certain, to the best of your knowledge after reasonable inquiry of the appropriate persons,
that it is accurate, complete and not misleading. Please be certain that the source
documentation is reliable and auditable, should any future inquiry arise. Please provide a
copy of all source documentation. Please describe any exceptions or other caveats to the
information you are providing.

Please review the information in its entirety, rather than simply updating that which has
already been provided, to determine whether any material changes have occurred or if any
new or additional information should be included to make the information you are
providing not misleading and as complete and accurate as possible.

Please provide the information by nolater than [X date], and please advise of any.
subsequent changes to such information through [Y date].

If you require additional information regarding this request for information, please
contact ,atx . Thank you for your assistance.
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Exhibit B
Form of Transmittal by Contributor

to Disclosure Coordinator

I am the individual responsible for reviewing the portion of the Disclosure Document
that is attached [on behalf of [Department]]. [ have reviewed this disclosure [and have made
certain that the following individuals also reviewed the disclosure: [list additional
reviewers]]. [In addition, the attached disclosure was discussed at a meeting of the

' department on [date].] I have also attached copies of any materials that were a
source for all or a portion of this disclosure. In the event of any material change to the
attached disclosure between the date of this letter and the scheduled delivery date for the
bonds (X date), I shall promptly advise the Disclosure Coordinator.

[Name and Title]

Attachments
° reviewed disclosure
® source materials
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Ben Rosenfield

OFFICE OF THE CONTROLLER =~ ol

CITY AND COUNTY OF SAN FRANCISCO Dt e

Anna Van Degna
Director of Public Finance

MEMORANDUM

TO: Honorable Members, Board of Supervisors

FROM: Anna Van Degna, Director of the Controller's Office of Public Finance
: Luke Brewer, Controller’s Office of Public Finance 22,

DATE: Monday,Januafy 27,2020 .
SUBJECT: Resolution authorizing the issuance of City & County of San Francisco General
‘ Obligation Refunding Bonds, from time to time, in an amount not to exceed
$1,482,995,000

Resolution approving the Controller's Office of Public Finance Debt Policy in
accordance with California Government Code Section 8855 and determining other
matters in connection therewith o .

Recommended Actions

Refunding Resolution ‘

We respectfully request that the Board of Supervisors (the “Board") consider for review and approval the
resolution (the "Refunding Resolution”) which (1) authorizes the issuance from time to time, in one or
more series, of not to exceed $1,482,995,000 aggregate principal amount of the City and County of San
Francisco General Obligation Refunding Bonds (the "Refunding Bonds"); (2) approves the sale of the initial
series of such bonds to be designated as City and County of San Francisco General Obligation Refunding
Bonds, Series 2020-R1 (the "2020-R1 Refunding Bonds") in the amount not to exceed $255,000,000; and
(3) other necessary actions in connection therewith. '

Debt Policy Resolution

Additionally, we respectfully request that the Board consider for review and approval the resolution (the
"Debt Policy Resolution”) approving the Controller’s Office of Public Finance Debt Policy in accordance
with California Government Code Section 8855 and determining other matters in connection therewith.

Debt Policy Resolution Background

The Office of Public Finance ("OPF"), in consultation with the City Attorney's Office, has recently
undertaken its periodic review of the Debt Policy to, among other things, refine certain of the City's

CITY HALL « 1 DR. CARLTON B. GOODLETT PLACE « ROO’M 336 « SAN FRANCISCO, CA 94102-4694
PHONE 415-554-7500 ¢ FAX 415-554-7466

-
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disclosure practices, which are detailed in Appendix | - Municipal Disclosure Policies and Section
Procedures. (Please note: The City Attorney's Office will be conducting a Board training, which is
tentatively scheduled for February 25, where the background and rational for these procedures will be
covered.) Additionally, per Section VIIL.B., the policy expands the circumstances in which the City would
determine to sell bonds via a negotiated sale. A negotiated sale allows for more flexibility in timing of the
sale, allows the adjustment of the structure and amount of bonds being issued based on final interest
rates, and allows for couponing flexibility and targeting of specific investors during a pre-marketing
period. A negotiated sale is also useful during a market dislocation or when a disruption such as litigation
exists, when a competitive underwriter may build in a risk premium (additional cost) due to uncertainty
in the abllity to resell all of the bonds in a timely manner to end investors. A determination to sell bonds
via a negotiated sale requires consultation with the Controller and the City's Municipal Advisor(s) as well
. as a competitive process for underwriter selection. '

Prior Board of Supervisors Actions

The Board has previously adopted resolutions approving the Controller's Debt Policy as modified from
time to time, including Resolution 250-17 approved in June 2017 and Resoluticn 53-19 approved in
February 2019.

Refunding Resolution Background

Since 1992, a two-thirds majority of voters of the City.and County of San Francisco (the "City") have

approved 26 Propositions authorizing the issuance of general obligation bonds ("GO Bonds") totaling

$6.10 billion for various projects. $4.50 billion of bonds have been issued and $2.39 billion are outstanding.

When the City issues GO Bonds, there are provisions included which give the City the option to refinance

the bonds after a certain period of time, should interest rates be more favorable and produce savings to -
the City: Over the next four years, OPF estimates there could be opportunities to refinance up to $1.48

billion in GO Bonds, including $233.1 million which can be refinanced beginning in March 2020.

See Attachment 1 for a full list of GO Bonds authorizations and series outstanding as of January 1, 2020.

See Attachment 2 for the list of Prior Bonds with refinancing opportunities over the next 5 years.

Prior Board of Supervisors Actions

The Board adopted Resolution No. 272-04 in May 2004 (the "2004 Resolution”). The 2004 Resolution
authorized the issuance of $800 million of general obligation refunding bonds from time to time in one
or more series for the puirpose of refunding all or a portion of the City's outstanding General Obligation
Bonds. In November of 2011, the Board adopted Resolution No. 448-11 (the "2011 Resolution,” and
together with the 2004 Resolution, the “Prior Bond Reso_iutions")' which 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.

Current Plan of Finance

The Refunding Resolution authorizes and directs the Director of OPF to determine which series of
outstanding Prior GO Bonds would be refinanced with the proceeds of Refunding Bonds and to provide
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for the sale of any series of Refunding Bonds using the approved form of such documents, subject to
certain terms and conditions mcludmg the following:

(i) each series of Refunding Bonds must achieve aggregate net present value savings of at least 3%
of outstanding principal of the total Prior Bonds to be refunded by such series;

(i) thetrue interest cost of the refunding bonds must not exceed 12%;

(ii)) the refunding bonds must not have-a final maturity date later than the maturity date of the bonds
1o be refunded; and

(iv) the costs of issuance must not exceed 2% and underwriter’s discount must not exceed 1% of the
principal amount of the refunding bonds

The Refunding Resolution also approves the sale of the first issuance of Refunding Bonds, designated
Series 2020-R1, in an amount not to exceed $255 mllhon, to refund all or a portlon of the Prior Bonds
listed in Table 1 below.

- Table 1: Series 2020-R1 General Obligation Refunding Candidates .

. v Original Refundabie
Prior Bonds 4 . _ParAmount  Par Amount
Refunding Series 2008-R1 - $232,075,000 $3,480,000

Series 2010E (Earthquake Safety & Emergency Response, 2010) $79,520,000 $35,730,000
Series 2012A (Earthquake Safety & Emergency Response, 2010) $183,330,000  $108,025,000

Series 2012B (Clean & Safe Neighborhood Parks, 2008) o $73,355,000 $42,425,000
Series 2012C (Road Repaving & Street Safety, 2011) ; $74,295,000  $43,435,000
Total $642,575,000 -$233,095,000

Based on bond market conditions as of January 24, 2020, the City could issue the tax-exempt 2020-R1
Refunding Bonds in the Spring of 2020 to refund the Prior Bonds and generate gross savings to property -
taxpayers of approximately $31.64 million based on an estimated interest rate of 2.19%. On a net present
value ("NPV") basis, OPF estimates the debt service savings to be approximately $26.83 million, or 11.51%
of the total outstanding principal of the Prior Bonds to be refunded ($233.1 million), above the City's
policy requirement that savings be at least 3.00% of the Prior Bond amount.

OPF will continue to monitor market conditions and may revise the par amount of the refunding prior to
the final sale or pricing date. OPF anticipates the transaction to price in March and close-in April 2020.

Table 2 on the following page outlines the not-to-exceed sources and uses for the 2020-R1 Refunding
Bonds, based on an estimate provided by Montague DeRose and Associates, LLC, a municipal advisory
~ firm registered with the Municipal Securities Rulemaking Board (MSRB). The information below is intended

to advise the Board regarding the proposed financing in accordance with Section 5852.1 of the California.
- Government Code,
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Table 2: Estimated Sources & Uses of the 2020-R1 Refuriding Bonds

Sources:
Refunding Bond Proceeds
Par Amount - $198,925,000
AAAAAA Premium $39,099,597
Total Sources » " $238,024,597
Uses:
Refunding Escrow ‘ $236,800,136
Delivery Date Expenses T S
Cost of Issuance $905,805
>>>>>>>>>> Underwriter's Discount ~$318,656
Total Uses - ' $238,024,597
Reserve for Market Uncertainty $16,975,403
_Not-to-Exceed Par Amount ‘ $255,000,000

Source: Montague DeRose and Associates, LLC

The requested not-to-exceed par amount of $255,000,000 for the 2020-R1 Refunding Bonds exceeds the
current estimated par amount of $198,925,000 in order to provide flexibility to capture the benefit of
more favorable market conditions should they be available at the time of sale. Conditions that could result
in a change in the anticipated bond par amount include fluctuations in market interest rates between the
date of authorization by the Board and the sale of the 2020-R1 Refundmg Bonds, chang es in the refunding
escrow or changes in estimated delivery date expenses

" Based upon an estimated true interest cost of 2.19% as defined in the proposed Refunding Resolution,
OPF estimates that average fiscal year debt service on the Refunding Bonds is approximately $18.15
million. The anticipated total par value of $198.93 million is estimated to result in approximately $76.83
million in interest payments over the life of the Refunding Bonds. The total principal and interest payment
over the approximate 15-year life of the Refunding Bonds is approximately $275.75 million.

For good faith estimates required by Code Section 5852.1 of the California Government regarding the
proposed financing, see Attachment 3. The information set forth in Attachment 3 is based on estimates
of prevailing market conditions. Actual results may differ if assumed market conditions change. '

Debt Limit

The City Charter imposes a limit on the amount of general obligation bonds the City can have outstanding
at any given time. That limit is 3.00% of the assessed value of property in the City. For purposes of this
provision of the Charter, the City calculates its debt limit on the basis of total assessed valuation net of
non-reimbursable and homeowner exemptions. On this basis, the City's general obligation debt limit for
fiscal year 2019-20 is approximately $8.43 billion, based on a net assessed valuation of approximately
$281.1billion. As of January 1, 2020, the City had approximately $2.39 billion in aggregate principal amount’
of general obligation bonds outstanding, which equals approximately 0.85% of the net assessed valuation

for fiscal year 2019-20. If all of the City's voter-authorized and unissued general obligation bonds were
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issued ($1.60 billion), the total debt burden would be 1.42% of the net assessed value of property in the
City. If the Board of Supervisors approves the issuance of the Refunding Bonds, after the City issues the
2020-R1 Refunding Bonds, the debt ratio is estimated to decrease by approximately 0.01% to 0.84%—
within the 3.00% legal debt limit.

Additional Information

The legislation is expected to be introduced at the Board of Supervisors meeting on Tuesday, January 28,
2020. The forms of the related financing documents—including the Bond Purchase Contract, Escrow
Agreement, Preliminary Official Statement, Appendix A, the Continuing Disclosure Certificate and related
documents—uwill also be submitted. The Appropriation Ordinance related to the sale of the 2020-R1
Refunding Bonds was introduced on January 14, 2020.

Method of Sale & Bond Purchase Contract: A negotiated sale is planned in connection with this transaction
in order to maximize flexibility on the timing and structure of the sale to enhance refunding savings and
bonding capacity while maintaining tax rates within the City's Capital Plan constraint. OPF issued a
Request for Proposals to firms within the City's Underwriter Pool, which was established via a competitive
pracess. In consultation with the City's Municipal Advisor, OPF recommends a syndicate led by J.P.
Morgan, with Loop Capital Markets, Morgan Stanley and Ramirez & Co. serving as co-managers. The
Bond Purchase Contract details the terms, covenants, and conditions for the salé of the Bonds through
selected underwriter(s), as well as agreements regarding expenses, closing and disclosure documents.

Escrow Agreement; The Resolution approves the form of Escrow Agreement, allowing for the creation of
escrow funds to pay the principal and interest due on the Prior Bonds. The escrow agent will hold any
escrow obligations pursuant to the Escrow Agreement in an irrevocable trust fund account for the City
for the benefit of the owners of the Prior Bonds.

Official Notice of Sale and Notice of Intention to Sell (if bonds are sold competitively). The Notice of
~ Intention to Sell provides legal notice to prospective bidders of the City's intention to sell-the Bonds. 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 Bonds announces the date and time of a competitive sale, including
the terms relating to the Bonds; 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 Bonds. Pursuant to the Resolution, the Controller is authorized to award the Bonds to the bidder

- whose bid represents the lowest true interest cost to the City in accordance with the procedures descnbed
in the Officlal Notice of Sale. ‘

Official Statement: The Official Statement provides information for prospective bidders-and investors in
connection with the public offering by the City of the Bonds. The Official Statement describes the Bonds,
including sources and uses of funds; security for the Bonds; risk factars; and tax and other legal matters,
among other information. The Official Statement also includes the City's Appendix A, the most recent
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6 | Office of Public Finance — Resolutions authorizing the issuance of General Obiigatidn :
Refunding Bonds and approving the Controller’s Debt Policy

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 Bonds.

A Preliminary Official Statement is distributed to prospective investors prior to the sale of the Bonds and
within seven days of the public offering; the Final Official Statement (adding certain sale results including
the offering prices, interest rates, selling compensation, principal amounts, and- aggregate principal
amouints) is distributed to the initial purchasers of the Bonds.

The Board of Supervisors and the Mayor, in adopting and approving the Resolution, approve and

authorize the use and distribution of the Official Statement by the underwriters with respect to the Bonds.

For purposes of the Securities and Exchange 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.

Appendix A: The City prepares the Appendix A: "City and County of San Francisco—Organization and
Finances” (the "Appendix A") for inclusion in the Official Statement. The Appendix A describes the City's.
government and organization, the budget, property taxation, other City tax revenues and other revenue
sources, general fund programs and expenditures, émployment costs and post-retirement obligations,
investment of City funds, capital financing and bonds, major economic development projects,
constitutional and statutory limitations on taxes and expenditures, and litigation and risk management.

Pursuant to the Refunding Resolution, the Board hereby delegates to the Controller to finalize and revise
the Official Statement, including the Appendix A, to, among other things, include the most recent City
financial information or other material information relevant to investors, and to otherwise make
corrections and clarifications needed so that such offering document complies with federal securities laws.

- Continuing Disclosure Certificate: The City covenants 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 fiscal
year and to provide notices of the occurrence of certain enumerated events, if material. The Continuing

‘Disclosure Certificate describes the nature of the information to be contained in the Annual Report or the
notices of materfal events. These covenants have been made in order to assist initial purchasers of the
Bonds in complying with the Securities and Exchange Commission Rule 15¢2-12(b)(5).

Anti_cipated Financing Timeline

Milestores ‘ Datés*
¢ Introduction of Appropriation to the Board of Supervisors January 14, 2020
e Introduction of Resolutions to the Board of Supervisors January 28, 2020
= Budget & Finance Committee Hearing - Resolutions February 12, 2020
= Board Considers Approval of Resolution & Board Disclosure Training February 25, 2020
+ Budget & Finance Committee Hearing - Appropriation : ‘ February 26, 2020.
= Board Considers Approval of Appropriation Ordinance (1** Reading) ' ~ March 3, 2020
« Final Board Approval of Appropriation Ordinance (2™ Reading) ' March 10, 2020
+ Sale and Closing of the 2020-R1 Refunding Bonds Estimated March/April 2020

*Please note that dates are estimated unless otherwise noted,
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7 | Office of Public Finance ~ Resolutions authorizing the issuance of General Obligation
‘Refunding Bonds and approving the Controller’s Debt Policy

Your consideration of this matter is greatly appreciated. Please contact Anna Van Degna ‘
(anna.vandegna@sfgov.orqg) at 415-554-5956, Luke Brewer (luke.brewer@sfqov.org) at 415-554-7693,
“or Vishal Trivedi (vishaltrivedi@sfqov.org) at 415-554-4862 if you have any questions. ‘

cc: Angela Calvillo, Clerk of the Board of Supervisors
‘Andres Powers, Mayor's Office '
Kelly Kirkpatrick, Mayor's Budget Director -
Ben Rosenfield, Controller-
Naomi Kelly, City Administrator
Harvey Rose, Budget Analyst
Mark Blake, Deputy City Attorney
Kenneth Roux, Deputy City Attorney
Brooke Abola, Deputy City Attorney .
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ATTACHMENT 1
“CITY AND COUNTY OF SAN FRANCISCO

General Obligation Bonds

As of January 1, 2020

983

Election Bonds Bonds Bonds Authorized &
Bond Authorization Name Date Authorized  Series Issued Outstanding Unissued
Seismic Safety Loan Program 11/3/92 $350,000,000 1994A $35,000,000 -
2007A © $30,315,450 $18,657,972
Reauthorization to 2015A  $24,000,000 -
Repurpose for Affordable Housing 11/8/16 2019A $72,420,000 $72,420,000  $188,264,550
Clean & Safe Neighborhood Parks - 2/5/08 $185,000,000 2008B $42,520,000 -
20108 $24,785,000 -
2010D $35,645,000 $35,645,000
20128 $73,355,000 $45,285,000
. 2016A $8,695,000 $7,195,000 -
San Francisco General Hospital & Trauma 11/4/08 $887,400,000 2009A $131,650,000 -
Center Earthquake Safety i 2010A  $120,890,000 -
' 2010C $173,805,000 $173,805,000 °
2012D  $251,100,000 $147,770,000
. 2014A $209,955,000 $154,035,000 -
Earthquake Safety & Emergency Response 6/8/10 $412,300,000 2010 $79,520,000 $38,335,000
‘ 2012A $183,330,000 $114,990,000
2012E $38,265,000 $28,380,000
2013B $31,020,000 $16,720,000
2014C $54,950,000 $40,095,000
2016C $25,215,000 $21,435,000 -
Road Repaving & Street Safety 1/8/1 $248,000,000 2012C . $74,295,000 $46,360,000
' : o 2013C  $129,560,000 $69,785,000
2016E $44,145,000 $37,515,000 -
Clean & Safe Neighborhood Parks 11/6/12 $195,000,000 2013A - $71,970,000 $38,780,000
20168 $43,220,000 . $23,355,000
2018A $76,710,000 $44,855,000
. 20198 $3,100,000 $3,100,000 -
Earthquake Safety & Emergency Response 6/3/14 $400,000,000 2014D  $100,670,000 $73,435,000
2016D $109,595,000 $72,305,000
‘ 2018C $189,735,000 $137,570,000 -
Transportation and Road Improvement 1/4/14 $500,000,000 20158 $67,005,000 - $41,870,000 :
] ' 2018B .  $174,445,000 $102,010,000  $258,550,000
Affordable Housing Bond 11/3/15 $310,000,000 2016F $75,130,000 $48,485,000
) 2018D $142,145,000 $102,070,000
2019C $92,725,000 $92,725,000 -
Public Health and Safety Bond 6/7/16 ) $350,000,000 2017A $173,120,000 $116,925,000 )
. 2018E $49,955,000 $36,370,000  $126,925,000
Embarcadero Seawall Earthquake Safety- 11/6/18 $425,000,000 $425,000,000
Affordable Housing Bond 11/5/19 $600,000,000 $600,000,000
" SUBTOTAL $4,862,700,000 $3,263,960,450 .  $2,002,282,972 $1,598,739,550
- Dated Bonds Bonds -
General Obligation Refunding Bonds Issued issued Qutstanding
Series 2008-R1 ' 5/29/08 $232,075,000 $3,480,000
Serjes 2011-R1 11/30/11 - $339,475,000 $149,240,000
Series 2015-R1 2/25/15 $293,910,000 $234,310,000
SUBTOTAL $865,460,000 $387,030,000
TOTALS $4,862,700,000 $4,128,420,450 $2,389,312,972 $1,598,739,550



ATTACHMENT 2

CITY AND COUNTY OF SAN FRANCISCO

General Obligation Refunding Candidates

‘ Original Outstanding Refundable
_Prior Bonds Par Amount Par Amount Par Amount -
2020 GO RAevfu"n'd'iné. Candidates (Callable on or before June 15, 2020) o '
Refunding Series 2008-R1 $232,075,000 ° $3,480,000 $3,480,000
Series 2010F (Earthquake Safety & Emergency Response, 2010) $79,520,000  $38,335,000 $35,730,000
Series 2012A (Earthguake Safety & Emergency Response, 2010) $183,330,000  $114,990,000 $108,025,000
Series-2012B (Clean & Safe Neighborhood Parks, 2008) $73,355,000 $45,285,000 $42,425,000
Series 2012C (Road Repaving & Street Safety, 2011) $74,295,000 $46,360,000 $43,435,000
_Subtotal 2020 GO Refunding Candidates $642,575,000 $248,450,000  $233,095,000
2021 GO Refunding Candidates (Callable on June 15, 2027 or December 15, 2021)
Series 2013A (Clean & Safe Neighborhood Parks, 2012) $71,970,000  $38,780,000 $34,690,000
- Series 2013B (Earthquake Safety & Emergency Response, 2010) $31,020,000 $16,720,000 $14,955,000
Series 2013C (Road Repaving & Street Safety, 2011) $129,560,000  $69,785,000 $62,425,000
“Refunding Series 2011-R1 i $339,475,000°  $149,240,000 $94,125,000
Subtotal 2021 GO Refunding Candidates $572,025,000 $274,525,000 $206,195,000
2022 GO Refunding Candidates (Callable on June 15, 2022) -
Series 2012D (SFGH & Trauma Center Earthquake Safety, 2008) $251,100,000  $147,770,000 $121,115,000
Series 2014A (SFGH & Trauma Center Earthquake Safety, 2008) $209,955000  $154,035000  $128,575,000
Series 2012E (Earthquake Safety & Emergency Response, 2010) $38,265,000 - $28,380,000 $23,260,000
Series 2014C (Earthquake Safety & Emergency Response, 2010) - $54,950,000 - $40,095,000 $34,045,000
Series 2014D (Earthquake Safety & Emergency Respanse, 2014) $100,670,000 $73,435,000 $62,355,000
Subtotal 2022 GO Refunding Candidates $654,940,000 $443,715,000 $369,350,000
2023 GO Refunding Candidates (Callable on June 15, 2023)
Series 2015B (Transportation & Road Improvement Bonds, 2014) $67,005,000 $41,870,000 $33,740,000
Refunding Series 2015-R1 4 $293,910,000 $234,310,000 $164,190,000
Series 2016A (Clean & Safe Neighborhood Parks, 2008) $8,695,000 $7,195,000 - $5,735,000
Series 2016B (Clean & Safe Neighborhood Parks, 2012) $43,220,000 $23,355,000 $18,620,000
Series 2016C (Earthquake Safety & Emergency Response, 2010) $25,215,000 $21,435,000 $17,190,000
Series 2016D (Earthquake Safety & Emergency Response, 2014) $109,595,000 $72,305,000 $58,000,000
Series 2016E (Road Repaving & Street Safety, 2011) $44,145,000 $37,515,000 '$30,095,000
Subtotal 2023 GO Refunding Candidates $'59'1,785,000 $437,985,000 $327,570,000~
2024 GO Refunding Candidates (Callable on June 15, 2024) ,
Series 2017A (Public Health & Safety, 2016) $173,120,000 $116,925,000 $90,670,000
Series 2018E (Public Health & Safety, 2016) $49,955,000 $36,370,000 $29,475,000
Series 2018A (Clean & Safe Neighborhood Parks, 2012) $76,710,000 $44,855,000 $35,400,000
Series 2018B (Transportation & Road Improvement Bonds, 2014) $174,445,000  $102,010,000 $80,505,000
. Series 2018C (Earthquake Safety & Emergency Response, 2014) $189,735,000  $137,570,000 $110,735,000
Subtotal 2024 GO Refunding Candidates $663,965,000 $437,730,000 $346,785,09_0~
Total GO Refunding Candidates Callable 2020 - 2024 $1,869,540,000 $966,690,000 . $1,482,995,000

984



ATTACHMENT 3

For purposes of compliance with Section 5852.1 of the California Government Code, the
following information are good faith estimates provided by the City’s Municipal Advisor, -
Montague DeRose and Associates, LLC as of January 24, 2020:

1. True interest cost of the Bonds: 2.19% |

2. Finance charge for the Bonds, including all fees and charges for third parties
(including underwriter's compensation, municipal advisory fees, co-bond counsel
fees, disclosure counsel fees, trustee fees and other payments to third parties):

$1,222,156 | »

3. Amount of Bond 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 Bonds: $236,800,136. :

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

$275,751,486.

The information set forth above is based upon estimates of prevailing market conditions.
Actual results may differ if assumed market conditions change.
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OFFIGE OF THE MAYOR . LONDON N. BREED

SAN FRANCISCO

- TO: Angela Calvillo, Clerk of the Board of Supervisors

FROM: Sophia Kittler ' Sk
RE: : Debt Policy - Controller's Office of Public Finance -
DATE: Tuesday, January 28, 2020

Resolution apprdving the Controller's Office of Public Fihance Debt Policy in |
accordance with California Government Code Section 8855 and determining other
matters in connection therewith.

Should you have any questioné, please contact Sophia Kittler at 415-554-6153.

1DR. CARLTON B. GOODLETT PLACE, RooM 200
SAN FRANCISCO, CALIFORNIA 94102-4681
‘TELEPHONE (415) 554-6141
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BUDGET AND FINANCE COMMITTEE
RefuhdinQLResolution: Authorizes the issuance from time to time, in one or more series, of not to
exceed $1,482,955,000 aggregate principal amount General Obligation Refunding Bonds and approves
the first sale of Refunding Bonds, Series 2020-R1, not to exceed $255,000,000; and -
» Debt Policy Resolution: Approves the Controller’s Office of Public Finance Debt P_olicy
=

February 26, 2020

City and Co’unty of San Francisco
Office of the Controller
-Office of Public Finance




2 enictinm i mesing

The Debt Pollcy Resolutlon

DEBT POHCY -~ HISTORICAL CONTEXT

&

&

OPF has lohg maintained a written Debt Policy.

Pursuant to a change in state law, the City formaHy adopted this policy in June of
2017 (Resolutlon 250 -17)

From time to time, the Debt Policy is reviewed and -
adopted to reflect changes in State or Federal law or

Government qunch[»f.‘cl
- regulatory guidance, as well as industry best practices, & il

per the Government Fmance Officers Association . gfoa.org/bestpractices

In January of 2019, the Board adopted certam upda’ces to the Debt Policy mcludmg:

i. addition of a “Use of Proceeds Policy” which covers Green Bonds & Social Bonds

i allovving for the flexibility to structure General Obligation Bonds with a term up-

to 40 years to align with the' terms of certain affordable housing loans

Currently OPF is seeking authorization to formally update its Debt Policy again
“after conducting its periodic review with the City Attorney’s Office
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'E"heDebt Poli cy Resgﬁ tion (cam d}

SUMMARY OF THE RES@LU ION & PROPOSED POLICY UPDATES

= OPF is seeking formal approval of an update to its Debt Policy in accordance with
California Government Code Section 8855

Updates to the Debt Policy include:

(i) refining the City’s disclosure practices, which are detailed in Appendlx |

- The changes to the disclosure practlces include formal revisions to

procedural steps for preparmg and vettmg the City's ongoing disclost ure to

bond investors, as required by federa! securities law

- ABoard of Superwsors training has been scheduled for April 7t to review
~the City's current disclosure practxces |

(if) to aHow for the use of negotiated sales for complex refinancings;

- A.determination to sell bonds via a negotlated sale requires consultation
with the Controller and the City’s Municipal Advisor(s) as Well as a
competltlve process for underwrlter selection

£ \3) Budget and Finance Committee | General Obligation Refunding Bonds & Debt Policy Update
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- General Obligation Refunding Bond Authorization
SUMMARY OF THE REFUNDING BOND AUTHORIZATION.

> OPF is seeking authorization to issue City and County of San Francisco General
Obligation Refunding Bonds from time to time over the next five (5) years to
refund outstanding general obligation bonds ("GO-Bonds”)

~» - When the City issues GO Bonds, there are provisions inciuded which give the City
~ the option to refinance the Prior GO Bonds after a certain period of time (8 =10
years), should interest rates be more favorable and produce savings

- With Board authorization the City can issue GO Refunding Bonds and use the
proceeds of the Refunding Bonds to refinance the Prior GO Bonds

The City currently has $2:39 billion in GO Bonds ouistanding, of which $1.48 billion
can be refunded over the next five years (through June 30, 2025), including $233.1
million which can be refinanced beginning in March 2020

Budget and Finance Committee f General Obligation Rei‘unding Bonds & Debt Poiicy Update
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' The Refunding R

TERMS AND C@NDmeNs OF THE REFUNDING RESCLUTION

The Refunding Resolution authorizes and directs the Director of OPF to determine -
which series of outstanding Prior GO Bonds would be refinanced with the proceeds
of Refunding Bonds, subject to certain terms and conditions mdudmg the following:.

) each series of Refunding Bonds must achieve aggregate net present value
savings of at least 3% of outstandmg principal of the total Prior Bonds to be

refunded by such series;
ii. the true interest cost of the refundmg bonds must not exceed 12%;

iil. the refunding bonds must not have a final maturity date later than the maturlty
date of the bonds to be refunded; and :

iv. the costs of issuance must not exceed 2% and underwriter’s discount must not
exceed 1% of the principal amount of the refunding bonds
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OPF must return to the Board with supplemental appropriation ordinances for each
Refunding Bond Series under this authorization

The authorlty to issue Refunding Bonds under the Refundmg Resolution expires on
June 30, 2025




Prdposed Refunding Bond »Se'ries 2020_R1

CERERIRTE

SUMMARY OF THE PROPOSED 2020-R1 REFUNDﬁNG BONDS

> The following Prlor Bonds have been identified by OPF as refunding candidates
which can be refunded in March 2020 and are estimated to produce savings based
on bond market conditions as of January 2020: -

Series 2020-R1 General Obligation Refunding Candidates S
’ Original Refundable

Prior Bonds ~ - 7 ) Par Amount Par Amount
Refunding Series 2008-R1 - $232,075,000 - $3,480,000
Series 2010E (Earthquake Safety & Emergency Response, 2010) $79,520,000 $35,730,000 §
Series 2012A (Earthquake Safety & Emergency Response, 2010) $183,330,000 $108,025,000
" Series 2012B (Clean & Safe Neighborhood Parks, 2008) - $73,355,000 $42,425,000
Series 2012C (Road Repaving & Street Safety, 2017) $74,295,000 ~ $43,435,000
Total | , $642,575,000  $233,095,000

> Estimated gross savings to property taxpayers of approximately $31. 64 million
based on an estimated interest rate of 2.19% A

¢ Onanet 'present value (”NPV”) basis debt service savings are estimated to be
- $26.83 million, or 11.51% of the total outstandmg principal ($233.1 million) of the
- Prior Bonds to be refunded

Budget and Finance Committee { General Obhgatlon Refunding Bonds & Debt Pohcy Update '




' Approval of the Series 2020-R1 Refunding Bonds, not to
. exceed $255,000,000 .

CURRENT PLAN OF FINANCE

With the Refunding Resolution, OPF is ources.
- seeking approval of the initial series of . Refunding Bond Proceeds

Refunding Bonds, Series 2020-R1 Par Amount . $198,925,000
~ ~ ' . Premium . $39,099,597

Total Sources $238,024,597

SOURCES AND USES

| ~« Not toexceed par amount of $255,000,000
Final Maturity of June 15, 2035 . Refunding Escrow

~ $236,800,136
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L. : ‘ - . Delivery Date Expenses '
« Estimated True Interest Cost: 2.19% - Cost of lssuance . $905.805

Underwriter's Discount $318,656

 $238,024,597

‘Reserve for Market Uncertainty $76,975,403

Not-to-Exceed Par Amount _-$255,000,000

Source: Montague DeRose and Associates, LLC

s & Debt Policy Update
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Anticipated 'Financing Timeline

MILESTONES | - o _DATES*
s . Introduction of Refunding Appropriation to the B,oard. of Supervisors Jan’uafy 14, 2020
& Intfoduction of Resol‘uti'ons to the Board of Supervisors o January 28, 2020
¢ Budget & Finance Committee Hearing — Reso!utlon & Appropriatron February 26, 2020

o~ Board Considers Approval of Resolution _[\/l.arch 3, 2020
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Board Considers Approval of Appropriation Ordmance (1t Readmg)
o Final Board Approval of Approprlatlon Ordinance (2n@ Read ing) March 10, 2020
o Sale and Closmg of the 2020 R1 Refundmg Bonds | - March/April 2020

*Please note that dates are estimated unless otherwise noted.

Budget and Finance Committee |

General Obhgation Refunding Bonds & Debt Pohcy Update
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General Obligation Refunding Bonds & Debt Policy Update
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Government'Code |

RELEVANT CAUFQRNEA GOVERNMENT CODE 8855

1. The issuer of any proposed debt issue of state or local government shall, no later than 30 days prior to
the sale of any debt issue, submit a report of the proposed issuance by any approved method... The
commission may require information to be submitted.in the report of proposed debt issuance that it
considers appropriate. Failure to submit the report shall not affect.the validity of the sale. The report of
proposed debt issuance shall include a certification by the issuer that it has adopted local debt policies
concerning the use of debt and that the contemplated debt issuance is consistent with policy.

A'local debt policy shall include all of the following:

A. The purposes for which the debt proceeds may ‘be used.

B. The types of debt that may be issued.

C. The relationship of the debt to, and integration with, the issuer's capltal
improvement program or budget, if applicable.

D. Policy goals related to the issuer's planning goals and object'ives.

The internal control procedures that the issuer has implemehted or will

implement, to ensure that the proceeds of the proposed debt issuance will
be directed to the intended use.
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i

- 2. .Inthe case of an issue of bonds the proceeds of which will be used by a governmental entfty other than
- theissuer, the issuer may rely upon a certification by that other governmental éntity that it has adopted

the policies described [above], and references to the “issuer” shall be deemed to refer mstead to the
other governmental entlty

Budget and Fmance Commxttee § General Oblxgatlon Refundmg Bonds & Debt Pohcy Update




Ru%e @5@2 12 aémws '&he SEC m md ‘&Eyﬁregu%a‘&epum@
@em issuing municipalities

Rule 15¢2-12 ap‘plies to underwriters. Underwriters are required to
obtain a municipal issuer’s Official Statement and a Cmmunng
Msd@su re Agremmem before they can underwrlte mumcxpaﬂ securztles

A antiﬂuing Disclosure Agréemem requires the issuer to provide:
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An Annual Report updating kéyﬂnahciai and operational data,
and - I ~

= Prompt notice of the occurrence of certain material events

Budget and Finance Comnﬁittee ! General Obligation Refunding Bonds & Debt Poﬁcy Update




New Amendments to'RUIe 15¢c2-12

= Uneven disclosure of dxrect purchase transactions has created the lmpetus
for SEC to adopt enhanced investor disclosure requirements.
Tvvo new material events will be included in Continuing Disclosure

Agreements for bond offerings that close on or after February 27, 2019 —
must be disclosed within 10 business days of the event. |

NEWEVENT15 - NEWEVENT 16
New or amended “financial ~ Default, acceleration event i
obligation” — if material* ‘termination event, modification

of terms or similar events under
a "financial obligation,” any of

*if a reasonable investor would consider which reflect financial difficulties
- it to be material, based on the total facts . ‘
and circumstances

General Obl[ga‘mon Refundmg Bonds & Debt Pohcy Update
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